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I. IKT..OBUCTIOH

1. In 1961 the iSconomic Commission for Africa prepared a paper on

"Public Finance in African Countries."—' The purpose was to analyze

trends and problems in public finance in Africa, Naturally the analysis

suffers in that article from the limitation imposed by the. weakness, of

the data available at the time. That effort may be considered as a

first attempt to be followed by further studies in subsequent years.

The period covered was 1950 "tp ^3^>» Despite the limitations of the

date used in this analysis, the study succeeds in bringing out certain

problems of serious concern to African governments and contributes to

increased interest on the part of governments in improving public finance

data.

2. The process of independence of many African countries after the

1960's and the problems faced by the new governments created, at the same

time, more awareness in the continent of the usefulness of having actual

up-to-date and well-classified fiscal information. Efforts to improve

budgetary classifications have been made and the Economic Commission for

Africa has given great importance to the collection, revision and adequate

presentation of those data.

3. This document is an attempt to continue the fiscal research ini

tiated in recent years and to present, in the light of the new statistical

information available, a comprehensive study on recent developments in

' public finance of African countries. The period covered is principally

1959-1964 and some long term analysis is also included and some generali-

zations attempted fox1 the period I95O-I964.

l/ Published in the Eoonomio Bulletin for Africa, V«l. I, No. 2, June
1961.
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4« The scope of the analysis is confined mostly to central govei^nment

transactions. In some countries it was possible to include regional or

local governments and/or public enterprises transactions in an attempt

to present a broader picture of the public sector finances. The need for

such approach can be understood if it is considered that many governments

have recently established several decentralized development agencies and

have created or absorbed state enterprises. On the other handjmany

budgetary policy problems-,, of hew African governments are "not the con

sequences of wrong policies .adopted by the central government but

principally of the' necessity to provide new decentralized agencies or

enterprises with initial capital for their take-off in the task of promo

ting economic development. In many'countries the central government's

fiscal deficit'is a consequence of heavy transfers made for financing

periphera.1 institutions of the public sector.

5» The long-term analysis here presented tries to show differences in

the public finance during the stage of colonial rule of many African coun

tries and the political, social and economic changes produced after inde

pendence. All changes in those fields have a great repercussion on

budgetary procedures and in the public expenditure structure.

6. Most of the African countries have attempted after independence to

accelerate economic and social development and this means increased

investments and expenditures in education health, housing and social

welfare. At the same time governments expand their efforts in the promo

tion of production, increasing the resources devoted to agriculture,

industry, transportation, etc. Consequently the size and nature of govern

ment transactions have drastically changed in recent years as compared

with the tendencies of the 1950*s.
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7- The "basic statistical data used in this paper a^-e included in another

paper,—' Methodological comments are presented there and avoid the neces

sity of a repetition. It is necessary nevertheless to specify here the

main problems encountered in the previous statistical work. Traditional

budget classifications are inappropriate5 these patterns of presentation

of data are designed primarily to serve the purposes of accountancy. Also

they do not reflect true magnitudes of expenditures and revenue. Many

problems arise from the division between recurrent and development budget,

or between ordinary and extraordinary budgets. This is complicated further

if the numerous special funds and specific transfers to and from these

funds are taken into consideration. The system of linking specific

revenue to special funds is another extended practice in Africa. Finally

the fiscal period is different from one country to another and also for -

some countries changes of the fiscal period are frequent.

&• This document analyzes the main characteristics of the expenditure

structure and the revenue pattern in Africa. Some generalizations are

intended as preliminary views on the trends in public finance. The study

of the allocation and mobilisation of fiscal resources is made through;; .

the economic classification of government transactions. As it was noted

in a previous iaCi document, "most of the countries follow a double budget

system based oh"a'distinction between current account expenditure and

capital or development account expenditure. This distinction, as iiiade by

the countries, has been adopted for the purpose of the present article.

It should be noted,' however, that the use of a separate budget for deve

lopment expenditure is often dictated by consideration of safeguarding

such expenditure against periodic fluctuations in current revenues and

by the practice of earmarking- certain receipts .like loan £und^ for such

purposes., Expenditure of a capital nature can therefore be found on

African

1/ Survey of/Budgetary Statistics, 3/CN,14/Bin>/5.
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current account and some current expenditures a*e included on the deve

lopment account. Examples of other conceptual difficulties are the exist

ence of double counting particularly in the case of ancillary agencies,

inclusion of repayment of debt on current account and revenue contribuijions

to capital budget shown on current account as expenditures."-^

9' Expenditures are also analyzed under functional and sectoral cate

gories, in order to present efforts made in every sector of the government

action.

10. For a more relevant analysis fiscal information has 'been related to

national accounts data. Improvements in theae statistical instruments in

recent"years'permit a more confident use of such aggregate information?

"but many reservations have been considered in some countries.

11. The study of general trends in African public finance, on a regional

basis, is complemented by special analysis of developments in the govern

ment 's finance of some selected African countries. The countries included

in this section are Ghana^ Kenya, Sudan, Tanzania and the^Uhitecl Arab - : ..

Republic -

II. ANALYSIS OF THE PUBLIC FINANCE ThMDS

12. In this section a study of general trends in public finance is made

in order to present the main problems faced by African countries. It has

been accepted that the study of public finance trends to be significant

must be related to the general development of the economy. In fact, the

size and structure of government expenditure and revenue changesin the

oourse of socio-economic development.

13. The ability to mobilize potential taxation capacity, for instance,

depends largely on the~s-tage of development at which a given country has

arrived. On the other hand the pattern of the allocation of resources is

l/ Economic Bulletin for Africa^ Vol. I, Ho. 2, p. 3.



E/CK.14/BUD/6

Page 5

also influenced "by the necessities that arise in specific stages of deve

lopments thus less developed economies have to spend more in the expansion

of national infrastructure and forget for a while their other needs,

A. General considerations

» 14. African countries are now in a transition period from traditional

to modern societies. New problems are involved in such a process. Atten-

_ tion must be given now tc the urbanization, industrialization, seculariza

tion, democratization and so on. These changes are the result of the

mobilization of the population from the traditional pattern of life to

the modern one. This implies that important sectors of society are break

ing old ties, habits and commitments and finding and adopting new ones.

Sociologists are developing some indicators to measure quantitatively

these changes. Indicators can measure exposure to modernity, the shift

into a mass media audience, the change in locality of residence, the

change from rural to urban residence, the occupational shift of agricul

ture, the increase in literacy, the changes in income per capita of the

different social groups, the increase of voting participation, the rate

of savings and investments, etc.

15. Naturally, the structure and size of government finances depends on

whioh stage of" this long period of transition the country is approaching.

In poor countries, taxation capacity is very limited and is mostly concen

trated in one or two primary products for exportation. Government expen

ditures are limited in such cases to few activities, mostly general ser

vices? action in economic and social services iB very limited.
♦

16. In subsequent stages of development governments can mobilize larger

., resources (from the new industry, commerce, professionals, etc.) and

increase their capacities to invest in infrastructure and in developing

production.

17. Total .government revenue shares of gross national product increase

with economic development. Countries least developed such as Afghanistan
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have a percentage as' low as 6 per cent, while the most developed ones have

percentages from 25 to 35 per cent. ;" The great productivity of high-income

countries are raising their taxable capacities.-^ Thus often government

revenue shares increase with per capita income.^ It is interesting to-
make some comparisons between different countries of the world. For this

purpose it is convenient to consider open economies, let us say with

an important foreign trade* middle economies, with some internal economic

activity^ and closed economies, with a highly developed internal economy

and with a relatively small share of GFP devoted to forei^ trade.

18. In less developed and in middle developed countries when they have

open economies the total general government current revenue as a per cent

of gross national product is higher in comparison with middle open econo

mies or closed economies.

19. On the other hand, countries with high incomes have a higher rate of

taxation in relation to GNP if they are closed economies, than the more

open economies. Table 1 shows these differences.

20. Taxes on foreign trade are very important in less developed economies;

in higher income countries this is not relevant. In open economies (Surma,

Ceylon, Malaya) with income less than *25O, taxes on foreign trade repre

sent around 10 per cent of GEfP and on the other extreme in highly .developed

economies it represents less than 1 per cent of GffiTP (cases of IkA and

Prance).

21. Internal indirect taxes are more important in middle developed eco

nomies representing around 5 to 7 per cent of GHP ana in highly developed

from 8 to 16 per cent.

1/ Western countries show in the past hundred years big jumps in government
revenue to meet crises (war and depressions) with some plateaus until
the next step increase. These crises forced those countries to estaolish
legal and administrative machineries to enforce the payments of taxes?
on the other hand taxpayers were more willing to make contributions to
meet national emergencies.

2/ borne estimates show that there is an increase of 2.5 percentage points
with every tflOO increase in per capita income.
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TABLE 1

AFxilGAs Tax Structure Profiles 26 Countries, 1958/59

Percentage Percentage" Percentage Percentage

Openness Country

•>f general *f taxes

government on foreign

revenue in trade in

GNP GNP

of internal of internal

indirect direct taxes

taxes in in GNP

GNP

Other revenues

as percentage

*f GNP

Countries with low

income (les$ $250)

Open

Open

Open

Middle

Middle

Middle

Closed

Closed

Closed

Burma

Ceylon.

Malaya

Cambodia

Thailand

Indonesia

Pakistan

India

Philippines

19
23

17

12

12

13

11

11

11

8

12

9

4
6

6

2

1

3

4

3
2

6

4

3

3

5

4

5

5
3

1

1

3

2

3
2

3

3

3

2

1

1

4
2

2

Countries with middle

income ($250-500)

Open

Open

Open

Greece

Costa Eioa

Lebanon

Middle Chile

Middle Argentina

Middle Colombia

Closed Spain

Closed Mexico

Closed Turkey

Countries with High

income (over $500)

Open

Open

Open

Belgium

U.K.

Sweden

Middle Australia

Middle W. Germany

Middle Italy

Closed France

Closed U.S.A.

21

15

14

19
17
12

17
11

12

24

3#
32

25
35
30

34
28

5
8

5

4
2

2

1

3

1

1

1

1

X

1

t

1

0

7

3

5

7
7

5

8

3

7

8

13

9

iO

14

14

16

9

8

4
2

8

7

4

7

3

3

14

15
20

11

19

15

16

18

1

1

2

1

1

1

1

2

2

1

1

2

2

1

1

1

1

Source 1 Harley E.Hindri(3hs,"A General Theory «f Tax Structure Change during"
Economic Development',' p.36, Harvard Law School. International Tax
Programme* Cambridge, 1966. (Figures taken fi»m UN publications)
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22. Internal direct taxation is also more important in middle developed

economies (represents around 3 to 8 per oent of Gtrp) and mostly in deve

loped countries (from"11 to 20 per cent of GHP).

23•'*" It; is Tia^ura]L,'c",i;1jsre|lore,:'that a tax structure changes through the

different stage's of development, and in delation to the degree of. openness

of the economy.. ■ , : ' ,•, ... , ...

.24.. ,..2n_the .cas..e of expenditure pattern, the-experience of some developing-

regions shows that the allocation o±' resources changes also in the different-

stages of development. In Latin America, for instance, more relatively

developed economies, like Argentinas Brazil, Mexico and Venezuela, have •. ■

more taxation capacity to mobilize and therefore the participation in GNP

is higher (fluctuates between 20 to 30 per cent). These countries expend

in economic development promotion a share of 30 to 40 per cent, of total

government expenditures. In the other extreme, lesp developed;economiesy

like Haiti, Dominican Republic, Bolivia and Paraguay, expend less than

25 per cent of their respective GNP on economic services.

25. Thus it can be seen that less developed economies are faced with a

vicious cycles a low income per capita reduces the mobilization of re

sources and the allocation of these resources must be concentrated in

general services rather than in reproductive activities, reducing the

impact of public finance in accelerating increases in income per capita.

B. Growth and changes of expenditure . , ;

26. The growth of government expenditures over the period 1950-1964 may

be considered in absolute terms, and could be related .to other important

economic aggregates, like gross domestic product and prices in order to

present an order of magnitude of their growth.
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The level of government expenditure

27. It can be seen in Table'2 that the growth of government expenditure

was very rapid in absolute terms between 1950 and 1964. In all the

countries included in the table can be seen an impressive growth of

expenditure; in some cases this amounts to several fold.

28... The largest increase occurred in the Uab., i.igeria, Ghana, Ivory-

Coast, Uganda, Zambia, idaodesia and Sierra Leone.'. . On the other hand

the countries which recorded comparatively small increases in government

expenditure were Togo, Gambia, Hi^er, Gabon, Republic of South Africa

and Beohuanaland (Botswana).

29. But increase in expenditure depends largely in many countries on

the movements of;the level'of prices, borne countries are suffering

inflation and therefore the real increase in government expenditure is

much less if compared with the monetary increase. In Table 2 is included

a comparison of indices of increase in government expenditure and prices.

It can be seen that in all countries the index of growth of expenditure

rose much more than the price index> that means that the purchasing power

of African governments has increased from 1956 to 1964.

30. A more significant indicator of the growth of government expenditure

is its comparison witn the gross domestic oroauct. In Table 3 is pre

sented^ in percentages, the share of ^toss domestic product absorbed by-

public, ^expenditure of 25 African countries.. For comparative purposes

the information is separated into two periodss before I960 and after

I960.

31. Expenditures of countries of I'ortu Africa seem to participate in a

greatest share of GDP. The influence of couritries like Algeria and the

UAH with a large.public sector, in which many enterprises had been nation

alized, contributes to this reality. In counties of i.est Africa this
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T,.j3L.j 2

Growth of Governroent Expenditure in Selected Countries

Countries

North Africa

In terms of

■National Currency

1950

Algeria (billion new francs)...
ILiK (t millions)

Sudan (h millions)

ftest Africa

Nigeria (£> millions)
Togo (billion CFA fr.)

Ghana (G& millions)
Ivory Coast

(billion CFA fr.)
Gambia (h millions)
Niger (billion CFA fr.)
Sierra Leone (i millions)

J±)ast Africa

Ethiopia (million -Jiith.»)
Kenya (i millions)
Tanzania (t millions)

Uganda (i millions)

Madagascar (billions

CPA fr.)

Zambia (h millions)
Malawi (i millions)
Rhodesia (*> millions)

I64

30c/

29
• D *

14

ft * ■

• * *

* ft ■

3

70

16
11

8

10

* • *

• • •

1" * d

1958

4a/

29^

56

100

3

64

11

2

4

9

176

44

24
26

16

25
8

28

1964

6b/

889

90d/

213

4d/
160

40

■ 2b/
8b/

151/

300d/

571/
42

25d/

46

17

75

Indices of

1958-1964

Government

Sxpenditure

1958 - 100

* • *

304

160

213

133
250

363
0

200

167

170

129

175
130

156

184
212

267

growth

Cost of

Living-

iy 5*^ ~

100

103

120

112

. * •

141

Il6d/

110d/

119

• ■ •

109d/
98

112d/

114d/
108

102d/
107

Central Africa

Congo (Kinshasa)
billion frctncs)

Gabon (billion CFA fr.)
4 15

9d/ 300 137

Source-, HiCA, Statistical Bulletin for Africa, No. 1, Part I, November 1965,
and "Public finance in Atrican uountries," Economic Bulletin for

a/ 1959. Africa, op.cit.

b/ 1962.
c/ 1953.
d/ 1963.
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TABLE 3

share of Gross Domestic Product Absorbed by

Public Expenditure in Selected Countries

Before I960 After I960
Country Year Percent of GDP Year Percent of GDP

North Africa

Algeria 1959 35 196o 40

Tunisia " " ~

TJArL

Sudan

West Africa

Nigeria

Ghana

Ivory Coast

Senegal

Mali

Upper Volta

Niger

Togo

East Africa

Ethiopia 1957 8

Somalia . , ^.

Kenya 1959 gl'
Uganda I959 17

Tanzania 1959 13

Malawi 1959 18

Zambia 1959 12
Rhodesia ...

Madagascar 19 56 15

Rwanda-Burundi

Central Africa

5»*?n -. ... I960 15
Chad 1958 8

Year

1959
1958

1959

1959

1959
1959

1959
* ■ •

• * *

1959
1958

Percent of GDP

35
21

21

15

14

17

15
a 0 •

11

10

1964
1962

1962

1964

1964
1961

1961

1961

47
16

16

25
17
21

19

15

I960

I960

1963

1963
1962

1963

1964
1964
I960

i960

9
32

21

19

17
2^

18

21

12

15

Republic of S. Africa 1959 16 i960
15

Sources ECA, Statistical Bulletin for AfrHn*. No. 1, Part I, November 1965
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participation is not so high, except in the cases of Ghana, Senegal and

Mali. Countries of Easi Africa show different levels of participation

starting from Ethiopia (9 per cent) and ending with Somalia (32 per cent).

In Central Africa, there is very little information^ Gabon and Chad show

small shares-of control in GDP. In South Africa the rate of participation

is also reduced, due to the fact that almost all activities are in the

hands of the private sector.

32. The table also shows that the share of gross domestic product absorbed

by public expenditure tends to increase after I960. This is more relevant

in the case of Algeria, UAH, Ghana, halawi and Gambia. This increase is

moderate in the cases of Nigeria, budan, Ivory Coast, Ethiopia, Kenya,

Uganda and Tanzania. It decreases in the case of Madagascar and the

Republic of South Africa.

33. There appears to be some positive correlation between the level of

per capita income and the share of gross domestic product absorbed by the

government. Countries with low per capita incomes mobilize a small share

of the national products there are no domestic industries in these coun

tries but there exists a small amount of commerce, and a few other econo

mic activities which in fact absorb the impact of taxation.

34* Of the 23 African countries considered it can be seen that in coun

tries with per capita income under U.S. 4&0—Chad, Ethiopia, Nigeria, Malawi,

Tanzania, Uganda and Upper Volta—the share of GDP absorbed by the govern

ment averages around 14 per cent. In some countries like Chad and Ethiopia

this rate is even less than 10 per cent.

35- The countries with per capita incomes of between U.S. $81 and $200

such as Kenya, Madagascar, Mali, buaan9 UAa, Gabon, Niger, Togo and Tunisia^ .

the average rate of participation of public expenditures in GDP is around

16 per cent, . ...

36. In countries with an income per capita of over U.S. $200, however,

(Algeria, Ghana, Ivory Coast, Zambia, Republic of bouth Africa, Senegal,
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and Rhodesia for instance) the share of the GDP absorbed by the govern

ment is around 21 per cent.

37- In Table 4.'is presented; country by country,, the share of gross domes

tic product absorbed by public expenditure in the 23 African countries

grouped aocording to their ■respe6tive level of per capita income,

38, It seems that countries with an income per capita of over U.S. ..?200

have developed domestic production (agriculture, industry, mining* commerce,

eto.) and had mobilized moro resources through the government, making pos

sible the absorption of a greater share of gross domestic product. Coun

tries in this group have shown more elasticity for absorbing increasing

shares of GDP, In the case of Algeria where the government was controlling

35 Per cent of GDP in 1959 ana after I960 absorbed 40 per cent, it can be

presumed that in the following years this share increased rapidly if aocount

is taken of the fact that GDP deoreased after 1962 and the government in

creased their expenditures. In Ghana the government increased its share

from 17 per cent in 1959 to 25 per cent in 1964. Ivory Coast absorbed

15 per cent in 1959 and this rose to 17 per cent in 1964. This rate growth

in the Ivory Coast is entirely due to the fact that this oountry plaoes

high importance on private and foreign investments. In Zambia the share

absorbed by the government was around 12 per cent in 1959 and rose to 18

per cent in 1964$ and this increase was possible due to the expansion of

the copper exports.

The structure of aovernment expenditure

39. The study of government expenditure patterns of African countries pre

sents many problems and limitations. Available information is incomplete

and fractional and any interpretation must be made with caution. In the

first place, figures published by the governments refer generally to central

government; the exclusion of provincial and local governments as a conse

quence creates a narrow view of the public finance study. Therefore it

is almost impossible to make an analysis of the general government acti

vities, and the whole public sector.
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4

bhare of Gross Domestic Product Absorbed by Public

-Expenditure in delected Countries Grouped by Income

per capita

Central Government expenditure

in per cent of GPP

Group I - Countries under U.b. .->80

Chad (1958) 8

Ethiopia (i960) 9
Nigeria (1962) . 16

Malawi (1963) 22
Tanzania (1962) 17
Uganda (1963) 19
Upper Volta (1961) 15

Group II - Countries between

U.S. ^81-199

Kenya (1963) 21
Madagascar (i960) 12

Mali (1961) 19
Sudan (1962) 16

UAR (1959) - 21
Gabon (i960) 15

Niger (1959) 11
Togo (1958) 10
Tunisia (1958) 21

Group III - Countries over U.o. ,200

Algeria (i960) 40

Ghana (1964) 21
Ivory Coast (1964) 17

Zambia (1964) 18
Rep. of South Africa (i960) 15

Senegal (l96l) 21
Rhodesia (1964) 21

Sources Table 3.
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40. Another limitation is tne institutional pattern of public finance.

The administrative "-organization varies considerably from country to

country in the region5 this means that the share of resources flowing

to the public sector is understated in different degrees for the various

countries- Thus, for example, local government is practically non

existent . in.Somalia and Ethiopia, where in practice the entirety of

public resources is represented by those collected by the central govern

ment. The opposite is true in countries such as Kenya, Uganda and Mada

gascar where 50 pe*" cent of the resources absorbed by the public sector

is represented by provincial and'local governments.

41. The availability of statistical data is very irregular. Some coun

tries produoe periodical information, out some others close their final

accounts very late. Therefore, it is difficult to have statistical series

under the same bases. It can be said that data on budgetary expenditure

are fir less uniform and homogeneous than data on revenue. Only in a few

countries of the whole region produce figures for expenditure classified

according to a functional breakdown and even then the time series are not

as complete as the comparable figures for revenue.

42. In Table 5 government expenditures are resumed in their broad func

tions. The taole presents the percentage of total expenditures in economic

services, social services, general services, financial services and

unallocated expenditures.—'

43* In some countries it can be seen that general services are absoroing

increasing rates of the total expenditure. This is the case in Tanzania,

Hwanda and Burundi, Malawi, ^amoia, etc. This is a consequence of heavy-

new expenditures in general administration, defense and police. These

heavy expenditures are a consequence of independence.

l/ Definitions can be found in document ij/CN.14/3iID/A ' guidelines for
the Co-ordination of National Jud&ets with National Development Flans. '
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Breakdown of Government Expenditure by Broad Func-

Countries

Kenya

Uganda

Tanzania

itwanda-

Burundi

Malawi

Gambia

-

Ghana

Somalia

Nigeria

tione in Selected 0

1952
1955
I960

1963

1950

1955
I960

1963

1950

1955
i960

1963

1957
I960

1956

I960

1963

1956

I960

1963

1959
1961

1963

1962

1961

(in per cent of

economic

services

20.7

19.9
22.9

30.5

34.5
26.8

27.3

22.2

14.0

21.9

27.5

31.7

25.6

22.2

32.1

32.9

21.8

32.1

32.9 .
21.6

36.1

39.7
32.6

20.6

33.0

ountries

total

Social

Services

21

15

25

23

20,

29.

33.

21,

11,

18,

25.
30.

22.

33.

15-

16.

22.

15.
16.

22.

29.

30.

32.

21.

21.

.3

.0

.4

.5

.1

.6

.0

• 5

.1

■ 5

.9

.4

,8

.5

,2

,0

6

2

0

6

0

8

5

1

0

expenditures)

General

services

23

lo

29

23

20

17

23.

25

15.

19.
2b,

26,

10.

14-

15-

24.

25.

15.

24.

25-

24.

23.

19.

54.

33.

.4

.9

.3

.5

.1

.8

.0

.1

.6

.6

.7

,1

■ 9

.4

,2

.9
,1

2

9
1

6

8

0

0

0

Financial

services

13

5

14

17

7

5
8

16,

2.

5.
• • 1

9 # 1

1.

2,

3.

8.

6.

3.

8.

6.

1.

'2.

4-

4.

13.

.9

.4

.5

.0

.5

.8

.0

.6

.9

.8

■

•

,0

.1

.6

,0

,2

,6

0

2

1

2

8

0

0

Unallocated

iixpenditures

20

42.

7.

5.

17.
20,

8,

14,

56.

34.

17.
11.

39-

27.

33.

18.

24-

33.

18.

24.

7-

3.

11.

4.

•«.

.7

.8

.9

.5

.4

.0

.8

.6

.4

,2

.9
,8

,7
,8

9

■ 3

3

9

3

3

2

5
1

0

Sources Basic information provided by. official sources.
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44 • Expenditure in social services tends to increase continuously in

many countries, due to social pressures created by the new attitudes of

the masses of Africa. The population of .tfrioa today is demanding more

education, health and oocial welfare services. The consequence is that

countries like Kenya, Uganda, Tanzania, Rwanda and Burundi, Malawi, Zambia,

Ghana and Nigeria are spending more now on social services than in previous

years.

45- The faster rate of growth of expenditure fox general and social ser-
i,s

vices/m detriment of economic services in some countries like Uganda,

Rwanda and Burundi, Kalawi, Zamoi-j. and Ghana. In these cases this means

in practice that demands for development expenditure had to "be sacrificed

to the requirement of expenditure for services Tv*hich are less directly

reproductive, or not reproductive at all. In the first category are

mainly the social services like education and health tfhere the returns

in terms of development are slow to come3 improvement in the educational

standards are undoubtedly an essential prerequisite to economic develop

ment, but the length of the period necessary to give adequate basic train

ing demands and investment of resources without any "benefits for a period

which may easily extend over several years. This is mostly true in the

case of countries with <xn income per head under U.S. &L'; a year. Some

countries have understood this question and are now making efforts to

improve economic services^ this is the case of Kenya, Tanzania, etc.

46. Another fact to be mentioned is the rapid growth of financial obli

gations which is a direct reflection of the fast rising level of public

indebtedness, both on foreign and domestic accounts. This is particularly

true in the case of Kenya, Uganda, Tanzania, Rwanda and Burundi, Malawi,

Zambia, Ghana and many other countries. hile there is no implicit limit

on the amount of public indebtedness which can safely De incurred by

governments, developing .ifrican countries tend inevitably to rely heavily

on foreign loans i;here the limit is clearly nurked by the capacity of the

country to produce the foreign exch^n^e resources necessary for the ser

vicing of the debt.
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47- -i cert ..in slow down in the rate of growth of overall expenditure in

very recent years is a symptom of growing financial difficulties arising

from slowly rising revenue and failure in closing the ^ap \rith borrowed

funds. These are not easy to mobilize in ^frican countries and, to tae

extent that they are mobilised, nerf indeotedness imposes heavy financial

"burdens to the point where most of the additional receipts automatically

(50 into debt repayment.

48. It is interesting to study the distriuution of government expenditures

by functions. Expenditures in economic services are concentrated in many

countries in transport and communication; this is the case of Ghana, Sudan,

Liberia, Nigeria, etc. In other cases priorities have been given to

agriculture, like Kenya, or industry, like the lL_li (see Table 6).

49» Expenditures in social services are concentrated mainly un education.

In countries like Sudan, Ghana, Liberia, Nigeria, Tanzania, the U.Jt, and

Kenya for which information is availaole, expenditures on education repre

sent from 7 to 27 per cent of total expenditures. Tnese expenditures

are followed in order of importance by expenditures on health.

50. Expenditures in general administration represent different shares

of total expenditures. In the_ Sudan 9 per cent, in Ghana 9 per cent,

in Liberia 27 per cent, in Nigeria 16 per cent, in Tanzania 7 per cent,

in the IJi 10 per cent and. in Kenya 8 per cent. These percentages cor

respond to the years mentioned in Table 6.

51. Expenditures on defense, police and justice absorb sharesi'rom 9 per

cent to 32 per cent. Unallocated expenditures, in jhich repayment of the

debt is included., have an important share in maa countries.

52. kb it. was mentioned before,'independence represents for many African

countries the assumption of new responsibilities. Tnis new tasic is repre

sented mainly by the general administration and defense. But at the same

time the process of liberation has created the conscience that conditions

of the masses must be improved through education and health services.
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t^lj.; 6

Distribution of Government Expenditures by Functions

in Selected African Countries (percentages)

., Ghana^/

Sudani 1963-
Functions 1964-6 5 1964

1. Economic bervices 49L ^

Libe-r

"rial/

Tanza- ,

a£/ UAK-/

-Mining, Indus try

and constr.

-5Uel and "power
-Transport and

communications

-Other

2. Social bervices

-Mucation

-Health

-Social welfare

-Other ■

3. General

Administration

4« Defence, police

and .justice

-Defence

-Justice & police

5« Unallocated

Expenditures

10

4
...

30

. 5

30

7

6

...

17

9

3.2

• • •

...

7

8

7

10

1

12

18

6

2

6

14

1

17
1

21

10

7
2

2

22

1

4

27

21

16

11 i 11

nxaSJ UAK^ Kenya-^ Ugandf

1964- 1963-y 1963- 1964-
1965 1964^ 1964 1965

55 33 21

8

16

5
2

1

26

9

9

3

10

3

-I 1P_

15

24

13

4

11

M 11 12 il

14

7

9

3

5
11

13 -A 23 11

Total 100 100 100 100 100 100 100 100

Source s ECA, based upon official information. :

1/ Budget. a/ Includes federal and regional government.
2/ Actual. b/ Includes general eovernment and state

enterprises consolidated.
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53. In Table 7 the structure of current expenditures by main functions

is presented (as.a.percentage of. total, current.expenditures). The main

functions included are general administration, defense, education, health.

The terra "other" includes economic services, public deDt and unallocated

expenditures. - -

• 54. Expenditures in general administration have increased rapidly in "

relative terms in countries like Morocco, Ki^eria, etc., but in many other

countries the share absorbed by this type of expenditure has remained

stagnant; this is the case of U^eria, Tunisia, the U^i, Ghana, iltiuopia,

Tanzania, Uganda, Congo (Kinshasa) and the Republic of South .^frica.

In other countries it can ue seen a reduction of the share in countries

like the U...R, Sudan, Kenya, ete.j in these cases the new bureaucracy

of independent governments has resulted in a less expensive administration

than in colonial times. -'■■ " ■ ■ ■ ■ '

55- Defence is absorbing an increasing rate of the total current expendi

tures, in countries like Tunisia, Sudan, Nigeria, Ghana, Togo, Ethiopia,

Tanzania and the Republic of South ^frica. On the other hand, there are

some countries tfhich are reducing the share occupied by defense services

in recent years; this is the case of Kenya and Uganda.

56. Expenditures in education represent a "big share of toial expenditures,

and the trend is to increase this share substantially. This can be seen

in countries like J^eria, the Ua:i, Sudan, Nigeria, Gnana, Kenya, Tanzania,

Uganda, Congo (Kinshasa), etc. In some other countries the tendency

seems to be the opposite like in Tunisia, Togo, Ethiopia and the Republic

of South Africa in recent' years.

57. Expenditures in health are growing !in countries like Tunisia, Nigeria

Ghana, etc.\~ "The"" share" abso'rbed "by 'these expenditures in countries like

Algeria, the IUR, Sudan, Togo, Kenya, Uganda and Republic of South

Africa is decreasing in recent years.
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T.iBLJ 7

structure of Current £ac.penditures9 ^y I'lain Functions

(Percentage of total current expenditure)

General

Administration Defence Education Health Other

North Africa

Morocco

Algeria

Tunisia

UAR

Sudan

West Africa

Nigeria

Ghana

Togo

1950

1953

1956

1950

1953

1956

1958

1950

1953

1957

1959

1950

1953

1956

1959
1962S

I964E

1953

1956

1958
1962

1964

1950

1953
1956

1958
1961

1963

1950

1953

1956

1959
1962

1964E

1950

1958
1961

1964E

■ 31
32

37

49a/

38a/

36a/

43a/

29
28

28

22

15

17
12

47a/

45a/

14

21

1!?

15

13

11

16

■ 18

16

17
18

18

19

19
20

19
20

* a *

* 0 *

• * *

• ■ •

10

3

11

23

17

31

24

7

9
12

13

16

3

4

3

4

7

7

5
2

4

7
16

11

4

13

27

19

19

13

18

16

15

20

21

20

18

12

11

12

13

16

12

7

9
11

9
10

9
10

14

22

30

29

11

17

17

21

24

29

13

19
18

14

8

9
10

7
10

9

9

8

8

10

11

6

3

3
2

3

. 4

9

9

9
b

7

6

7
7

6

9
12

8

8

7
8

12

9

19

15
13

12

34

40

24

31

34
38

33

43

43

39
30

44

52

42

38

36

46

56

58

53

57

56

66

61

61

52

37

34

58

54

53

44

29

31

68

66

65
61
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7 (continued)

frast Africa

Kenya 1950

1953

1956

1958
1962

1964

Ethiopia 1950

1953
1956

1958
1962E

Tanzania 1950

1953

1956

1958
1961

1964

Uganda 1950

1953
1956

1958

1962

1964

Central Africa

Congo(Kinshasa)195O

1953

1956

1958

Rep. of South

Africa 1950

1953

1956

1958
1962

1964

General

Adminis tration

'■ 21 ■ "
34

52

35
28

29

41

37
36

35

37

25
21

21

23

24

25

24

20

18

22

20

19

29
28

24
22

21

20

25
21

22

21

Defence

5 ■ ■
4

3

4
• • •

2

30

27

25

27
32

■ • •

• # ■

* • ■

• > ■

15
18

4

4

5

4

■ ■ *

4

• * •

• ■ ■

■ • *

8

11

9
10

11

14

Education

9
12

10

14

19

17

13

12

12

12

11

9

14

15

17

19
20

. 11

15
21

22

21

16

• • •

* • •

• • •

• ■»

7
6

6

7

7
6

Health

8

7

5
6

7
6

4

4

4

3

5

9
8

9

9

9

9

12

10

9
10

12

8

18

23
26

28

4

4

4

5

4

4

Other

57
43

30

41

46

46

12

20

23

23

15

57

57

55

51
33

28

49

51
47

42

47

53

53

49
50

50

60

59

56

57
56

55

iJCA "The structure of Central Government Revenue in African

Countries," 1959-64,

Source

a/ Includes defence.
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5'o. The rate of growth of expenditures in defense, eduction and health

is presented in Table -6 in comparison with the rate of growth of total

government expenditures. The table shows that expenditures in defense

have increased more rapidly than total government expenditures in coun

tries like Sudan, Nigeria, To^o, Ghana, Tanzania and the Republic of

• South Africa* - ■ ■ ...

59. The rate of 6rowth of expenditures in education have increased more

than total government expenditures in "countries like Ghana, the Republic

of South Africa and Zambia.

60. The rate of growth of expenditure in ^ealth have increased more rapidly

than the total government expenditures in the cases of the U^R, Nigeria,

Ghana and the Republic of South ^frica.

61. In order to complete the picture of the government expenditure

structure of African countries, it is necessary to study expenditures by

economic items, as it has been mentioned before, available information

is not sufficient for a complete analysis of current md capital expendi

tures? but at least some data can be used to have a rough idea of the

main items of expenditure. In Table 9 is presented the available inform

ation on government expenditures ay economic items in selected African

countries.

62. The share absorbed by capital expenditure is increasing in impressive

terms in countries like the. IUH, Sudan, Gh^na, etc. In those countries

the government has made big efforts to accelerate the rate of growth of

^the economy. On the other hand, in countries in wnich the capital formation :

is mostly in the hands of the private sector, the rate of capital expendi

ture made by the government is stagncimt or even decreasing. This is the

case of Nigeria, JUl-iwi, Zambia and the'Hepublic of South *frioa. In other

countries the rate of capital formation.is insignificant like in the case
of Togo.
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TABLdJ 8

AFRICA; Growth of Jucpenditures in jJefence, Education and

North Africa

UAR

Sudan

West Africa

Nigeria

Togo

Ghana

East Africa

Kenya

Tanzania

Uganda

Zambia

Rep.ofS.Africa

Health in

1959
1962

1964

1959
1962

19o4

1959
1961

1963

1958

1962

.1964

1959
1962

1964

1959
1962

1964

1958

1961

1964

I960

1962

1964

1959
1962

1964

1959
1962

1964

selected African Countries

(index numbers)

Total

Government

Exoenditure

100

121

175

100

133

175

100

142

150

■100

144

193

±00

208

205

100

112

137

100

132

145

100

123

146

100

116

211

100

110

136

Sources UN" Statistical Yearbook, 1965,

Defence

100

• • »

122

100

143
196

100

128

160

100(1961)
216

974

100

375
302

100

* 0 e

11

100

133

177

100

• e *

216

• V •

100

222

319

Education

100

144
160

100

99
108

100

131

145

100

124

146

100

244

311

100

136

134

100

109

131

100

128

102

100

133

219

100

126

142

Health

100

160

275

100

111

119

100

126

175

100

109

149

100

297
234

100

121

110

100

113

129

100

113

91

t * *

• ■ *

■ * •

100

125

141
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AF»,.ICA. Government Hxioenditure

Countries (per cent of

North Afrioa

UAH

Sudan

West Africa

Nigeria

Togo

Ghana

East Africa

Malawi

Tejasaaia

Gambia.

Hep. of b.

Africa

Source . UN

1954

1959
1962

1964

1954

1959
1962

1964

1959
1961

. 1963

1958
1961

1964

1959
1962

1964

1957
1961

1963

1954
1961

1959
1962

1964

1959
1962

1964

by ijconomic Items in belected

total

Current expenditure

Expenditure

on &oods &,

Total services

83
83
51

54

72

70

64

57

57
58

65

93

94

93

58

54
56

73

63

77

70

72

59
66

71

64
75
73

Statistical n

78
79

47
48

4 O •

• 41

* * *

4 • ■

39

39
42

72

76

78

43

36

34

53

45

51

58

60

45
50

52

47

45

47

Yearbook, 1965.

expenditures)

Capital expenditure

Transfers Total

5

4

4
6

Baa

• * b

• a a

16

19

23

21

18

15

15
18

22

20

18

26

12

12

14
16

19

17
30

26

17
17

49
46

28

30

36

43

43
42

35

7

6

7

42

46

46

27

37

23

30

28

41

34

29

36

25
27

Gross

fixed

capital

formation Other

• B *

• * ■

• # 4

* • ■

• • *

* • •

at*

27

27

23

6

6

7

15

29
. 20

27
30

23

23
18

23
18

13

• at

...

t ■ *

• ■ •

■ ■ •

• • •

• * *

* • «

V ■ ■

• • *

• • a

16

15
12

1

* • 4

• # 4

27

17
26

•. ■

7
* * •

7

10

18

16

16

• 4a

4B*

• • 4
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63. Current'"' expenditures occupy naturally the "biggest share of government

expenditure. The cost of the governmental machinery is high and presents

some irrationalities, as it was stressed oy the I)C^ report "Public Finance

in African Countries"-: "une of the reasons for hi&h cost of services in

these countries is the presence of a large number of expatriates in public

services and. .high'.-wages paid to them. For example, in Congo (Leopoldville)

it is estimated for 1957 that the average salary of a L'uropean in the

economy was 30 times the averse salary of an _,frican. In the Federation

of Hhodesia and Nyasaland in 1956, 39,000 Africans in government adminis

tration accounted for ± total wage.bill of £3-41 million while 9780 Euro

peans accounted for a wage "bill of t9.24 million. The average salary of

a European in the economy as a whole was £1084 as against £68 of an

African. To give examples of former French territories, in former French

Soudan in 1958/59* 15-9 per cent Europeans in civil services claimed 33.5

per cent of wage bill as against 66.5 per cent of wage bill shared by 64.1

per cent Africans. In Togo a senior expatriate civil servant receives 76

times the national per capita income. High levels of expenditure in

these countries, therefore, do not necessarily mean provision of more ser

vices."—' It must be said that independence has changed very much the above-

mentioned' situation, through a process of Africanization, but it must be

recognized that this process not always has been rational and that some

times have involved waste of resources and the creation of new bureaucratic

privileges.

64. It is impossible to measure efficiency in the public administration

of African countries. The application of the standards taKen from deve

loped countries cannot be applied without appropriate adaptation to African

conditions and the old fashioned budgetary structure makes difficult the

measurement of costs and achievements of the various fronts of the govern-

1/ See Sdji, Economic Bulletin i'or Africa, Vol. I, Bo. 2.



ment's activities.: .

65• Since African countries are assuming new functions in economic and

social development, a family of new decentralized institutions is growing

in recent years. Most of these entities need financial support for per

forming their activities. In fact, many countries have created new uni

versities, new research centres, new social security schemes, new hospitals,

and many new state enterprises. It is easy to understand that current

transfers from the central government to the centralized agencies and

enterprises have to increase accordingly. In countries like Nigeria*

Ghana, Malawi, Zambia and Kepublic of South Africa the percentage of

total expenditures devoted to transfers has increased in latest years,

absorbing increasing shares of total expenditures.

66. It is not possiole to mai-ie a detailed analysis of government expen

ditures classified ~oy economic items. Few countries produce periodical

information under this 'oreak:do./n. In Table 10 tiiis information is pre

sented for some few countries, ^s a general observation it can oe pointed

out th.it the proportion expended in personal emoluments in Nigeria and

Gh=tna seems to be adequate to support public administration. The proportion

allocated to other goods and services seems to be very high and austerity

programmes may De recommended for the unnecessary expenditures which are

a consequence of the "demonstration effect" or just "prestige expenditures"

in the public service.

67. In the transfers items payments to decentralized institutions, as a

consequence of the policy described above, are important. These payments

are followed in importance by interest on public debt, as a. consequence

of the services arising for the loans policy.

The pattern of capital expenditures

68. Most of the African countries are making efforts to increase their

capital outleys.
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10

AFhICAs Government Expenditures by Economic Items in Selected

Countries (percentages of total expenditures)

I. Current Expenditures

1. Operating expenditure

Personal emoluments

Other goods and services

2. Transfers

Interest on debt

Subsidies

Payments to local

authorities

Payments to persons and

institutions

Payments abroad

II • Capital Expenditure

Gross fixed capital

formation"

Transfers for capital

formation

Loans

Investments

Loans repaid

Other

Grand to tal

Nigeria Ghana UAK Uganda

1961-62 1963-64 1963-64 1964-65

52

12

23

16

20

3

1

2

14

. ■ •

41

26

2

8

2

2

1

51

32

17

15

25

4

2

1

18

• • *

41

19

10

2

-

11

1

68

&L
16

30

22.

• * #

■ * 4

# • *

■ a »

■ * •

32

26

t « *

• ■ *

...

* • *

6

S3

15

25

20

38

1

6

14

17

* • *

il

17

# # •

* * *

• * •

# • *

* • •

100 100 100 100

Sources Official publications. Differences with dates in Table 9 dti©

to different methodology.
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69. Fixed capital formation represents a high proportion of total expen-

ditures (averages ta'cen from the years mentioned in Table 9) in countries,

like Nigeria (40 per cent),Ghana (44 per cent), Malawi (29 per cent),

Tanzania (29 per cent) and ^amDia (34 per cent)M "High also are the

proportions devoted to public debt amortization, financial investments,

etc. in countries in nhioh public investments have been financed with

foreign and local resources, such as Nigeria, Ghana and Gambia.

70. As it h ,s been shown, African countries had made a great effort for

increasing public investments. Now it is necessary to consider what is

the pattern of these public investments,

71. Developing countries concentrate, in general, investment efforts; in

the creation of a national infrastructure. Construction of roads, dams,

irrigation schemes, water supply works, etc. are basic preoccupations for

governments in early stages of development. Without transportation,

energy, communications, water and so on, agricultural production cannot

increase, and it is impossible to start industrialization.

72. At the same time the training, of manpower prepared to undertake the

new tasks imposed by development is necessary. Increases in educational

services are required for that purpose, as well as public health, housing

and social welfare services. Investments in construction of schools,

hospitals, houses, medical centres, etc. are essential for the expansion

of those social services.

73- In developing countries, the government also promotes agriculture,' "

industry, mining and other productions. Investments in silos, irrigation,

agricultural extension and research, are made hy prog-res.si.ve governments

in order to help farmers' efforts towards increasing.production. Many

governments, on the other hand, promote the formation of no*.industries

1/ These percentages are comparable uith those of Latin American; countries
™«n,Sw5o( PSr °Antl> Ar^entina (21 Per cent), Chile (31 per cent),
Colombia (29 per cent,), Venezuela (45 per cent), Nicaragua (38 per
cent;, Guatamala (42 per cent), etc.
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and the construction of various kinds of industrial plants in order to

substitute importation, supply internal markets and export some manu

factured products.

74- African countries have planned investments in these fields in their

national development programmes. Table 11 sho^s the shares of public

investment in the promotion of human resources, in development of infra

structure and in increasing production. The information was obtained from

the national development plans and, of course, represents only the inten

tions of African countries. Unfortunately, dates on actual basis are

not available.

75* For the analysis of the data presented in Table 11 it is interesting

to note the regrouping of the countries in relation to their income per

capita. Table 12 shows this criteria.

76. It can be seen that less relatively developed economies (under U.S.

&80 per capita) like Nigeria, Tanzania, Uganda and Upper Volta concentrate

investments mostly in infrastructure, an. average of almost 50 per cent

of government capital expenditures goes, in these countries, to energy,

transportation, communications, water supply and so on. Investments are

also directed to development of production, so that around 27 per cent

of total investments were planned towards increasing agriculture and

industry. It must be noted (see Table 12) that countries like Uganda

concentrate more in industry than in agriculture. On the other hand,

countries like Tanzania and Upper Volta gave more attention to agricultural

investments. Investments in developing education, health and social wel

fare are only around 19 per cent average.

77. Countries between U.S. #8l and ^199 per capita, like Guinea, Kenya,

Malagasy, Sudan, Cameroon, Congo (Brazza), Morocco and United Arab Republic

began to increase efforts in development of production, instead of infra

structure. In fact, available data shows that around 40 per cent of total

investments goes, in average, to increasing production against 37 per cent
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AFRICAi Planned sectoral

Expenditures in

TaBL._- 12

Distribution of Government Capital

selected Countries,

to income per caoita (per cent

Group I - Countries

under U.S. 4i>80

Ki&eria (1962-63)
Tanzania(l96l-64)
Uganda (1961-66)
Upper Volta

(1963-68)

Development
of Infra—

s true ture

52-5

43.9
61.2

30.4

.Development

of human

lie sources

20.1

27.1

15.4

22.0

■ )

grouped in relation

Development of Production

Total

27-4

29.0

23.4

47.6

Agriculture Industry

13.5 13.9
25.0 4.0

8.3 15.1

36.0 11.6

Group II - Countries

U.S. #81-199

Guinea (I90O-63)
Kenya (196O-63)
Malagasy(l959-62)
Sudan (1961-70)
UAH (1960-65)

Cameroon (196I-65)
Congo (Brazza)

(1961-63)
Morocco (1960-64)

Group III - Countries

over U.o. ^200

Ivory Coast(l95b-62)

Senegal (1961-64)

35.3

45.0

38.2

35.1
35-6

43.0

41.0

24.0

16.2

15.4

22.2

23.7

15.3

18.0

45.3

26.7

48.5
39.6

39.6

41.2

49.0

38.6

13.7

49.3

26.0

38.6

38.5
32.3

23.5

38.3

•..

21.0

22.5

1.0

1.1

8.9
25.5
0.3

2&\3

32

39

.9

.2

31.

34-

b

&
35
26

.5

.0

32

19

.9

.0

2

7

.6

.0

oource l Table 11.
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in infrastructure. Investments for developing human resources increase

to around 23 per cent average. Most of these countries concentrate

investments for increasing production in development of agriculture. Only

the UaR invested a little...more in industry.-than in agriculture (see

section on United Arab uepublic, p. 114).

7b. Countries with more than *2od per capita, like Ivory Coast and. Senegal,

show increasing efforts in expansion of education, health and social wel

fare (33 per cent 01 total investments). Expenditures in developing

infrastructure continue to be the highest individual share (36 per cent).

Investments in increasing production is lower than in the other cases

mentioned above, and are mostly concentrated in agriculture? industry is

in. the hands of the private sector, the sector which can undertake, at

this stage of development, responsibilities in the industrialization pro

cess. The case of Ghana is not in the average of countries with more

than i?200 per capita. Planned investments in this country for the period

I959-64 concentrated too much in infrastructure (65 per cent) and for

the development of production only 14 per cent was allocated; this inade

quate pattern of investment for a country in the stage of development of

Ghana was' conducive to many disequilibriums afterwards (see section on

Ghana, p. 67).

79- In Table 13 a summary of the average percentages of distribution of

planned public investments for different groups of countries is shown.

80. If some generalization can b.e.made, it must-be said that countries

relatively less developed concentrate more in the creation of infrastruc

ture than in improvement of human resources (education, health and social

welfare). In the following stages investments in human resources

increases slowly and a more balanced distribution of public capital ex

penditures is obtained.
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AFRICA:

13

Planned Sectoral Distribution of Government C. ital
Expenditures of 14 African Countries

(average percentage)

Countries

Group I - Countries

under U.S. &80

(Nigeria, Tanzania,
Uganda, Upper Volta)

Development Development Development
°f of Human of

Infrastructure Resources , production

49.5 16. 32,0

Group II - Countries
U.b.

(Guinea, Kenya, Malagas/,
oudans UAltj Cameroon,

Con6o (Brazza) and
Morocco)

37.3 22.8 39.9

Group III - Countries

over U.6« ^200

(Ivory Coast, benegal) 36.0 33.3 30.7

Table 12.
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C. Growth and changes of government revenues

81. In this section it is attempted to analyze the trends and structure

of current revenues of African countries, a special subsection concerns

the problems of the taxation system.

Trends of current revenues

82. In recent years African countries h^ve experienced an increase in

the collection of current revenues. The concei;t of current revenues

includes:

(a) Direct taxation denotes "taxes on income and wealth." These com

prise income tax, undistributed profits duty, trade profits

special levy, fixed property profits tax, personal and savings

fund levy, insurance and pension contributions, general tax,

poll tax, African tax, native tax, graded tax, community tax,

local government tax, municipal tax, annual tax, nominal capital

tax, land tax, hut tax, real estate tax, cattle tax, estate duty,

death duty, inheritance and succession duties, donations tax;

"iron ore profits sharing" and "health tax" (^thiopia)j "tertib"

and "tax urbaine" (Morocco); "jangali" (Nigeria)3 "industrial

tax"(Portuguese territories)^ "education tax" (Ethiopia and

Tanzania); and "taxes for the benefit of the communal budget"

(Senegal). For most of the Francophone countries it has not

"been possible to ascertain the composition of "direct taxes."

It is quite possible that some elements of indirect taxation

are there included.

(b) Indirect taxation denotes "taxes on consumption and production."

These comprise customs and excise duties, consumption duties,"

duty on transport, sales tax, turnover tax, entertainment tax,

taxes on gambling, auction tax, licences, stamp duty, mining

tax, royalties from natural resources, the profits of state

monopolies, taxes on mortgage inscriptions and transcriptions,
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taxes on purchase and sale of marketable securities, transfer

duties? toll tax ( ■thiopia); native pass and compound fees

(Republic of South Africa)5 "road frontage preraia" and "premia

for provisions of sidings" (Tanzania). For Algeria, Morocco,

Niger, and most of the francophone countries the figures shown

under "indirect taxes;' also include "registration fees."

(c) Income from public commercial enterprises and domain comprise

the receipts of government commercial undertakings such as water

and electricity supplies, currency boards profits, rents, profits

from the sale of investments.

Fees and receipts from public services. These include registra

tion fees, fines and forfeitures, judicial fees and other depart

mental fees for services rendered and not charged on a commercial

basis, e.g. hospital fees. Also included are reimbursements.

(e) Interest and loan repayment. This includes repayment of capital -

fairly substantial for the former Federation of Rhodesia and

Nyasaland, for Hhodesia, and for Gambia.

(f) Grants and special receipts include contributions from domestic

as well as external sources, ana proceeds of sales of capital

goods, e.g. land. For the Itepublic of South Africa, these com

prise receipts on Bantu Education Account and standing appro

priations from revenue in respect of the National Road Fund, South

African Native Trust Fund, South ^frican Broadcasting Corporation,

and Native Trust Services account.

83. Table 14 presents the figures of African current revenues for the

period 1950-64. In absolute terms the increase in revenues of U^R,

Nigeria, To^o, Ghana, Kali, Ivory Coast, Ni^er, Mauritania, Ethiopia, ■

Uganda, Zambia, Malawi *nd Rhodesia, Chad, Gabon and. Central African

Republic would appear to be impressive.
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T*j5h;u 14

Growth of Current revenues

In terms of

national currency

1950 195o l£f

Indices of growth

1950-64
Government Cost of

JSxjpenaiture Living

6 «■ 100 1956 - 100

1. Eorth Africa

Tunisia (million
dinars)

UaIl (t millions)

oudan (* millions)

nest Africa

• * •

155.

30.

7

3

44.

292.

47-

7

3

0

70.7a/

501.0

67.2

161

171

142

107

103

120

Figeria (& millions) 28.5

Dahomey (million CFA . ■
francs)

Togo (billion C?a
francs) 1,1

Ghana (i millions) 16.8

Mali ("billion CFa
francs) ...

Ivory Coast (billion

CPa francs)

Senegal (billion ;
CPa francs)

Gambia (h million)

Niger (billion CFA
francs)

Sierra Leone (i

million) 3.0

Mauritania

70.3 123.4 173

■3.0b/ 5.3 166

2~0 4.4 220

57.1 104.0 182

5.4 9.9a/ 198

10.2 40.4 404

23.2b/ 24.6 108

..lib 1.8a/ 0

2.4 5.4 ■ 270

12.9b/ 13.1a/ 107

1.5 3.5a/ 233

112

141

116c/

124

119
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3- iiiast Africa

Ethiopia (million

Somalia (million
somalos)

Kenya (£ million)

Tanzania (£ million)

Uganda (h million)

Madagascar (billion

CPA francs)

Zambia (t million)

Malawi (& million)

Hhodesia (i million)

4. Central Africa

Chad (million CFA

francs)

Congo (Kinshasa)
(billion francs)

Gabon (million

francs CFA)

C.a.a. (billion
Clu francs)

TaBLl. 14 (continued)

In terms of

national currency

1930

66.0

41.6

13.4

10.7

9-3

8.0

...

• *.

■ a .

5.4

19 58

140.4

123.6d/

34.7

18.8

18.6

14.3

19.1

5.5

19.7

2.9

11.0

3.3b/

1. 9 b,/

1964

26y.4

145.4

47.6

22.0c/

32.5

22.7a/

33.1

8.6

49.6-

5.8'

11.7

o.9-

5-2

Indices of growth

1958-64
Government

Expenditure

1958 = 100

192

116

137

115

180

164

173

172

250

193

106

296

260

Cost of

Living

1958 = 100

* * •

125a/

109a/

98

112a/

114a/

108

102a/

107

148

372^

132

• ■ r

Republic of So.Africa

(i million)

Bo tswana(mill. rands)

155.2 649.0 787.Ojo/ 171

4-Ujb/ 7.2a/ 160

110

Source 1 iiiCA, statistical Bulletin foi tifTiaa,* lio. 1, Part 1, l;ov. 196$.

a/ 1963. 0/ 1962. e/ 1961 = 100.
b/ 1959.

c/ 1962.

d/ 1961.
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b'4- Increases in revenues depend in ra^ny countries on the movements of

the level of prices.- koine countries are suffering inflation and there

fore sometimes increases in tax collection are highly influenced by these

price increases. In Table 14 it. is possible to malte a comparison between

indices of grovrth (195& = 1^0) of revenue collection and cost of living.

Only in the cases of Senegal, Sierra Leone, Somali a and Congo (Kinshasa)s

the index of cost of living rose more th-in revenues. In most African

countries the purchasing power of the revenues collected seems to increase

between 195^ and 1964*

85. But a significant indicator of the growth of government revenues is

its comparison with the gross domestic product at factor cost. In

Table 15 is presented in per cent the share of gross domestic product

absorbed by public current revenues.

86. In Table 15 it can be seen that in six countries with low income

per capita (under U.S. ^80 per capita) the share of GBP absorbed by the

government through taxation, fees md other current resources is around

10 per cent. On the other hand, countries with more'than 4-200 per capita

absorb around lb per cent. In the middle, countries with income per

capita between «-8l to #200 absorb almost 14 per cent average.—'

87. Countries with less than ^80 per capita, like Chad, Ethiopia, Nigeria,

Tanzania, Uganda and Upper Volta collected their taxes primarily from

foreign trade (around a 4 per cent average of (JDP). Internal indirect

taxes represent around 2 per cent average* internal direct taxes absorb

2 per cent average And otner revenues 1 pei cent. In 10 countries with

income per capita from v0l to ^199 government revenues absorb 14 per

cent average of GD_P. These countries include Central African tepublic,

Kenya", Madagascar, budan, U^R, Dahomey, Gabon, Morocco, Ni^er and Tunisia.

Around 5. .per cent .-of GDf ..is .derived from taxation on foreign trade; 2

l/ For comparative purposes see Table 1.
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15

Revenue btruoture of Selected Countries

Countries

Group I - Countries

under U.S. ■

Chad

Ethiopia

Nigeria

Tanzania

Uganda

Upper Volta

£80

1958

1962

1962

1962

1963
1961

Group II - Countries

U.b. ¥61-199

C. a.. n,

Kenya

1961

1964
Malagasy itep.1960

C)udan

UAH

Dahomey

Gabon

Morocco

Niger

Tunisia

1962

I960

1959
i960

1961

1961

1958

Central

government

revenue as

% of GDP

4

9
10

10

17

9

3

9

17

5

15
21

10

17
16 .

8

18

Group III -- Countries

over U.S. *200 '"

Algeria

Ghana

Ivory Coast

Zambia

Rep. of

S.Africa

benegal

Rhodesia

Source; Basic

from

1963
1963

1964
1963

1962

1962

1963

; data

32

15 ■
20

11

12

16 '

; 22

Taxes on

foreign

trade as

% of GDP

1

2

6

4

6

5

5

5
2

8 :

7
8

4

2

11

12

7

9
2

2

5

4

Internal

indirect

taxes as

jo of GDP

• ■ a

3
1

2

2

1

1

4

1

■ —

5
' 1"

2

6

3
2 .

10

4

7
1

2

7

2

Internal

direct

taxes as

jo of GDP

2

2

1

3

2

3

2

5
1

.1

4
2

4

3

3

3

7
2

3

5

5

3

9

Other

revenues

as %

of GDP

1

2

1

1

7

1

3

1

6

10

-

3

3

2

3

3

1

3

3

1

7

from official oublications. Figures of GD? taken

Statistical Bulletin for Africa, No. '.L, Part 1, November. .19'
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per cent from internal indirect taxes, 3 per cent from internal direct

taxes\ and 3 per cent from other revenues. It seems that these countries

have a more developed foreign trade and sorr.e incipient internal activities

like commerce, industry, professionals, etc. sectors on Thich some profit

or income taxes are levied.

68. Countries with income per capita over ...200, like .Jjeria, Ghana,

Ivory Coast, Zambia, Republic of South ^frica, benegal and Hhodesia

absorb around 18 per cent of GBP. Taxation on foreign trade represents

6 per cent average of GDPj internal indirect taxes around 4 per cent

averages internal direct taxes almost 4 per cent? and other revenues 3

per cent. It seems that these countries hu.ve increased their foreign

trade, which represents a high quota of GNr, and base therefore their

tax system on these activities. Taxation on the domestic activities

increases also5 these sources represent around 12 per cent of GUP against

6 per cent average of countries with less than j>80 per capita.

89. as a summary the following figures give an idea of the structural

changes which take place in the transition through the different stages

mentioned:

T.BU, 16

aFi{ICa3 Share aoso^bed by government revenues in. 23 African coun
tries grouped by income per capita

(average percentages of GDI at factor cost)

Central Taxes on Internal Internal

. government foreign indirect direct Other

revenues trade taxes taxes revenues

Countries under #80

Countries ;&l to

Countries over

14

18

4

Source: Table 15.
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90. 'hen countries just be^in their developing process the capacity to

absorb resources through taxation and other current sources is very limitedj

there is not enough internal taxation potential capacity and in this case

most of the government resources come from foreign trade .-^ V;hen coun

tries have developed some internal activities, domestic taxation increases

and dependency on i'orei^n trade ia relatively reduced. Naturally the

process of mobilization of internal resources can be accelerated if the

government has enough strength to oblige the rich people to pay taxes

in relation with their profits and wealth.

1/ Mr. O.h. Spencer in his paper "Taxation and Development" said; "It
is undoubtedly true that the more advanced economies altii high per

capita incomes have generally succeeded in appropriating larger shares

of those incomes by way of taxation than poorer countriesj and it is
certainly easier to tax the rich (if you can catch them) than the

poor, without inflicting serious personal hardship. Yet I suggest

that this approach conceals a dangerous over-simplification. What
is amiss in the less developed economy is that average income per

head is low and productive investment is low. But behind these
statements variety of situations may lie concealed.

"Thus phrases about lo.< average income may conceal wide discrepancies
in its distribution. They may conceal fox- example th<it 2 per cent of

the nation's families control a'quarter of its incomes - figures

which were taken from Kexico in the last decade* or to cite another

case often quoted by Kaldor, thrt in Cnile the personal consumption

of the property-owning sector .accounted for over-a fifth of the
national product. ' There are some similar cases in Africa.

"Clearly in such cases there id scope for creaming off a sizeable share
of the national product ay way of taxation from the relatively very

wealthy minority, without inflicting any really serious hardship or
injustice upon them.

"Art one may go further. Over the 1^-ge agricultural sectors of the
economy, which may account for 80 per cent of national output, conven

tional national accounts usually substantially under-estimate the real
income of the population. Thus the recorded average income expressed
in monetary terms may oe no real guide at all to ' the' taxable "capacity
of that part of the population. Nor by its nature does it say anything
about their potential taxable capacity. Sometimes this may be appre
ciable." (ECA document E/0I>].14/FI^C/l, Annex IV, pp. 7-8)
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Tax structure of African countries

91- African'tax systems h.we, in general, followed the lines of European

countries. Taxes on persons, incomes and wealth ran^e from simple poll

and hut taxes, through various types of income tax, to taxes on property,

capital gviins and inheritance, as Spencer says "taxes on the person

or the hut have a had reputation in political and social circles, but

they are still to he found in many African countriesj from the economic

point of view they can perform a useful role in encouraging1 people to

move out of the subsistence sector and into the monetary sector. They

may also be particularly useful if the fiscal obligation can be discharged

by useful work, e.g. on development projects for the benefit of the local

community. Taxes on animals, when applied in conjunction with other

measures, may facilitate the culling of herds and the improvement of

stock "and of the meat supply. But progressive income tax claims the

advantage that it is a form of taxation uniquely related to capacity to

pay, and conducive to the better distribution of wealth. "■=■/

92. Two types of taxation on personal income are always found in the

African French-speaking countries? a refined procedure for persons liable

to submit returns which is indeed, based upon a return verified by the

government5 and a special presumptive or indiciary procedure, applicable

to citizens with low incomes.

93. The yield .of taxes to which the first procedure is applied is always

allotted to the general budget, in one case additional percentages are

added to them for the uenefit of local communities. Taxes in the second

group are allocated sometimes to local budgets and sometimes to the general

budget, but in the latter case, additional percentages are often levied

for the benefit of local communities.

94- In relation to the first mentioned system, it must be said that the ,

majority of French-speaking African countries employ a scheduler system

i/ Op. cit. Annex IV, p. 10.
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of taxation on personal income, i.e. this income is subject-first to a -

proportional tax depending upon its nature and then, after totalization

of net income of different categories, to a global tax at a graduated -

rate intended to personalize the deduction.

95* This system, uhich has heen abandoned in Prance and many industrial

ized countries such as Great Britain, the United States, etc., makes it

possible for the African countries, if they wish, to adjust income tax

(e.g. to tax business profits more heavily than tfages), talcing into

account, in particular, the origin of income (earned, unearned, part-earned),

its degree of precariousness, the financial productivity of various acti

vities, etc.

96. The schedules, or categories adopted include and differentiate

betweent business profits, profits from non-commercial occupations (liberal

professions), agricultural profits (when they are not taxed under the same

schedule as business profits), - salaries, wages, life annuities, - income

from land - and income from transferable securities and bonds. In fact,

with the exception of ^a&eria, Tunisia and Morocco, agricultural profits

are treated as business profits, which is explained by the modern type of

plantation farming (it will be seen elsewhere that small farmers are

taxed on a presumptive basis). In some countries, however, categories

of income are encountered that are not subject to schedular taxes but

solely to the global tax (salaries, wages and income from land in one,

and income from income from land and income from .transferable securities

in another). , ■ , .

97. In connection with the second system, all French-speaking .Jfrican

countries have a system of taxation based on presumptive assessment for

individuals.whose income is not sufficient to be: subject to general

income tax based on returns. ; - ■.. . :



98. The presumptive tax, which h-:*.s various names (poll tax, presumptive

income tax, personal tax, "civic" tax, etc.) is levied sometimes on oehalf

of the State, sometimes on behalf of local communities and sometimes for

both, the local communities voting additional percentages to the State tax.

99- The tax is sometimes levied upon botn men and women and sometimes

upon men only. The age at v;hich an individual becomes liable to taxation

likewise varies. In general, however, the minimum age is 18 and in some

cases there is a maximum age limit (50 or 65).

100. V/here exemptions are provided for, they ;ire few in number and chiefly

apply to paupers, members of the armed forces and students. In theory,

both the floating population and the sedentary population are affected.

101. The law determines the scale of contributions or maximum contributions

wherever taxation is left to local communities. In one case, at least, a

minimum of taxation is specified for the latter.

102. In most instances, various methods are used to determine the tax on

the basis of the taxpayer's income; appreciation by local authorities

and divisions of taxpayers into occupational classes or categories. In

Cameroon, a local committee draw's up the list of taxpayers and determines

the rate of taxation, ^sing a basic tariff that can be multiplied by 2,

3 or 4 or divided by 2. Chad has made provision for payment in kind by

taxpayers unable to discharge their obligations in ^

103. Taxation of corporations has two types of systemss that inherited

from former French territories and that inherited from former British

colonies. In French speaking ^frican countries no specific company tax

has been instituted apart from soK.e exceptions and the minimum presumptive

tax; on the other hand, almost all of these countries apply different rates

to company profits and the profits of individual enterprises, which in
practice leads to the same result.

l/ ECA, "Taxation on Personal Income" (French-speaking African ooun-r
tries, African Taxation Ifo.te.ff No. 1, April 1966, pp. 1-5,
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104. whatever the name given it, the tax on .business profits is levied

on the profits of individual :.nd artificial persons who are carrying on a

commercial or industrial occupation or a handicraft, who are engaged in

mining or forestry, or wao are planters, farmers or herders.

105. In general, there is permanent exemption for co-operative consumer

societies, agricultural co-operatives, agricultural loan funds, mutual

aid societies, low-coat housing boards, and companies and bodies for

financing and development. Profits of a new operation are exempt for five

years (in at least one case, reduction is allowed for the following three

years if the net profit does not exceed a certain percentage of the capital

expenditure)? in some cases a minimum level of capital investment is re

quired for exemption to be granted (e.g. capital expenditure equal to at

least ten times the profit realized during the five-year period); the

exemption period may also be fixed by decree in countries where such a

procedure has been set up.

106. The tax base consists of the net profit, «-hich is equal to the gross

product less charges, and this definition requires no especial comment.

The gross product itself corresponds to the operating profit plus capital

gains and miscellaneous profits. Stocks are evaluated at cost price or

at the market price in force at the end of the business year, whichever

is lower.—/

107- Taxation on internal production and expenditure has .an increasing

importance in developing countries through the different stages of develop

ment, '.hen national production begins to supply urban markets, taxation

on it can be a useful instrument to orient the production and consumption.

The main types of this kind of taxes that may be considered are: sales

taxes imposed at retail outlets; excise or production taxes imposed at

the factory gate, and the tax on the value added.

1/ ECA, "Taxation of business Profits'! (E'rench-speaking African coun
tries, African Taxation Notes No. 1. April 1966, pp. 6-10.
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108. The general sales tax has the advantage of its income elasticity

aspect whio.i is of great importance to developing countries. Countries

like Ghana and Ethiopia have introduced this type of taxation. Taxes on

factory output, called excise taxes in English tradition, are easier to

administer than sales taxes. The usual practice is of course to levy

them in addition to import duties when the same item happens to be im

ported, ".here the demand for the product is inelastic in relation to

price -(as is usually the case with conventional necessities such as

liquors, alcohol, tobacco, perfumes, etc.) and with necessities on which,

however, the individual spends only a small portion of his income (such

as sugar, kerosene or salt) such taxes may be used to raise large revenues

Admittedly they are regressive and for this reason the yield may not rise

as fast as national income. They should therefore be balanced with other

duties - either by way of excise or import duties as the case requires -

on items the demand for which is income elastic. Petrol, films, domestic

electricity and liquid gas consumption, domestic services and foreign

travel may be good examples although the last three named may not be

popular, and the last two may present administrative difficulties.

109. In French-speaking African countries, indirect taxes on production

and expenditure are of various types.

■(a)"Taxes on mining comprising- fixed taxes collected on the issue,

renewal and transfer of mining permits, dues levied according to

the area of the concession, a proportional charge, which is a

genuine tax on production, levied on the product extracted, on

the basis of its market value at the place of extraction.

(b) Specific consumption duties on various products, e.g. alcoholic

beverages, tobacco, motor fuel.

(c) Taxes on transactions of a cumulative nature, applied to all

stages of the activities taxed, and levied on the turnover of

the taxpayers, whether individuals or artificial persons, who

habitually buy for resale or are engaged in any branch of
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commercial, industrial or mining activity. There are exemptions

for agricultural credit "banks, agricultural co-operative, low-

cost housing bodies, the sale of staple foods (rioe, bread,

milic, flour) trade in exports for which a price stabilization

fund exists. In general, the rate is low as the tax is cumula

tive (2 per cent generally). Tue assessment is made according

to the actual turnover or on a presumptive basis when the turn

over is below certain limits. In several cases, the tax is also

levied on services rendered.

(d) Taxes on production, levied on business by individuals or arti

ficial persons engaged in an industrial, commercial or handicraft

activity. The tax base is equal to the gross sales income less

the tax paid on the products or materials incorporated in the

final product, or destroyed during the manufacturing process.

Either the tax is based on the actual profits, or else a pre

sumptive assessment is made, when the turnover is below certain

levels.

(e) Value added tax, which is of varying scope in different coun

tries. It is levied on the business carried on by individuals

or artificial persons engaged in industrial, handicraft or

commercial activity;: the sale of local products, construction,

and, generally, operations carried out by persons liable to the

tax (compulsory liability; producers, entrepreneurs; and

optional liabilitys persons engaged in the finishing trades,

etc., merchants and middlemen who make deliveries to other persons

liable to the tax or for export). The taxpayers are authorized

to deduct from the tax applicable to their operations in any

particular month the amount'of tax levied in the previous month

on the materials and products bought or imported by them and the

services rendered to them. Certain exemptions are provided for

(e.g. transport, natural food products of local origin intended
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for domestic consumption,, fishery products * bread). There are

general, reduced .and increased rates of this tax, to shade its

application.

Single tax according.to a system granted in specific individual

cases by the government and levied on manufactured products as

they leave the factory. .Payment* of this tax exempts the taxpayer

from other duties and taxes normally levied, namely, customs

duties and all import duties levied on raw materials and products

used in manufacturing, domestic consumption taxes and turnover

tax.

110. '..'bile it is often complex, and in particular taxes overlap and rules

of assessment vary, the indirect' taxation system of the French-speaking

African countries nevertheless seems to be in full development. This

development appears to be inspired by a desire for productivity, simpli

city of assessment and collection and minimum interference with economic '

factors of production. It is therefore useful to devote some consideration

to a relatively new taxation formula, the value added tax.^

111. The Tax on Value ^dded originated in France and is already spreading

to other countries* It is of course even more complicated to administer

thari a single stage sales tax. However, it has already appeared in at

least one French-speaking African country.

112. Finally the tux system of African countries includes a complex group

of customs duties levied on imported and exported merchandise* Since

most of the African countries are just starting their development process,

these taxes are very important in the fiscal structure. In Table 17

the relative impo tance of direct and indirect taxes is presented for

1/ ECA, "Taxation on Expenditure" (French-speaking countries), African
Taxation Ffotes Ho. 1, April 1966, pp. 11-22.
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countries of Jforfh Africa. In these countries the indirect t^x system

contributes to the 65 to 95 per cent of total tax revenues. Taxes on

importations and exportations are very important in the Sudan.

113. In est African countries (see Table 18) the contribution of indirect

taxes fluctuates from 50. to 95 per cent. In Nigeria the relative impor

tance of indirect taxes is around 90 per cent of total tax revenues; in

Ghana it is around 85 per cent 5 in Ivory Coast it is almost 90 per cent 5

in Senegal it has decreased from 77 "to. 72 per cent from 1959 to 1964;

and in Togo it is around 90 per cent. Except in the case of Liberia

(around 50 per cent) the tax system is based upon indirect taxation in

the mentioned1 liest African countries. Taxes on importations and exporta

tions are of great importance in M^erii and Ghana? and some relative

importance of other indirect taxes (excise, expenditure, production, and

sales taxes) can be found in the case of Ivory Coast, Liberia and Togo.

114« In JBiast African countries (see TaDle 19) indirect taxation ranges

from 20 to 80 per cent of total tax revenues. Countries like Ethiopia,

Somalia< Uganda and Tanzania are the countries with high indirect taxes,

mainly based upon customs duties. On the other hand, countries like

Kenya and Zambia nave developed domestic income and profit taxes. In

the case of Kenya the industrial enterprises and trade are the principal

activities charged with income and profit taxes. In the case of Zambia

the main contribution comes from the copper companies.

115. In Central African countries, tax structure is also based on indirect

taxation. This taxation provides from 60 to 80 per cent of total tax

collections* -Chad has less than 70 per cent of their tax revenues col

lected by indirect taxes? Gabon and Central African Republic between 70

and 80 per oent. (See Table 20.-

116. Finally, countries like the Republic of South Africa skow a different

picture. In the Republic of South Africa direct taxes represent, around 56

per cent of total tax collection? this share is contributed by taxes on

income and profits-, (see Table 21).
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TABL,, 18

Tax Structure of selected Countries (percentages
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22.7

24.9
25-8

26.0

24.1

25.1

8.7

6.5

7.5
8.7

46.9
42.3

41.3
39.0

35.5

36.5

23.2

24.9
26.1

26.3

19.4

16.9

35.4

32.4
35.0'

33.5

69.5
75.5
76.3
77.0

BCA, The Structure

Coiintries, 1959-64

7.8

6.0

9.8

10.2

12.0

6.1

6.1

6.6

8.1

46.2

42.0

41.3

38.9

35.5

35.9

19.3

21.3

21.7

22.5 ■

I8.4

16.4

31.6

29.6

32.8

32.7

66.1

72.8

73- b-

75.0

Other

■14.9
I6.9

16.0

14.7
12.1

0.7

0.3

0.7
0.6

0.7

0.3

-

0.3
-

0.5

i*9
3.6

4.3
3.8

1.0

0.5

3.8

2.8

2.2

0.8

3.4

. 2.7

2.5
2.0

Indirect

Total

77.3

75.1

74-2
74.0

75.9

74-9

91.3

93.5

92.5
91.3

53.1

57.7

58.7
61.0

64.5
63.5

76.8

75.1

73.9

73.7
80.6

83.1

64.6

67.6

65.O

66.5

30.5

24.5

23.7
23.0

Import

28.2

23.5

25.5
26.6

26.6

...

47.3

51.4

52.7
49.2

32.5

36.5
35.0

37.7

39.5
36.0

28.2

33.1

38.5
40.0

44.8

41.1

42.1

43.6

42.1

42.9

_

-

-

—

of Central Government Revenue in

(internal document) #

taxes

Lbcport

9.6

8.8

8.2

7.9
8.0

9.8

8.4

10.4
9.6

—

—

-

-

—

0.5

32.6

24.3

15.5
11.2

I6.4

23.9

_

-

0.3

0.4

_

—

—

Other

39.5 ■■- ■-
42.8

40.5

39.5
41.2

* * *

34.2

33.7

29-4

32.5

20.5

21.2

23.8

23.2

24.9
26.4

16.0

17.8

19.3

22.5

19.4

18.3

22.5
24.0

22.7
23.2

30.5

24.5

23.7
23.0

. African
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T.-iBLS 20

CEtTTiiAL aRaIC^;. Tax structure in selected

Countries

Chad 1959

I960

19o 1

1962

1963

1964

Congo (Kinshasa) 1959

Gabon 1959

I960

1961

1962

1963

1964

Central African

Republic 1959

I960

1961

1962

1963

1964

Sources ECA, The Structure

Countries, 1959-64

(percentages)

Countries

Direct taxes Indirect taxes

56.5

38.4

2b.8

34.1

31.5

34.8

27.8

36.0

27.0

23.4

31.0

27.8

24-1

33.9

32.3

28.8

22.4

27.1

23.6

of Central Government n

(internal document).

43.5

61.5

71.2

65-9

68.5

65.2

72.2

64.O

73.0

76.6

69.O

72.2

75-9

66.1

67.7

71.2

77.6

72.9

76.4

.evenue in African
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T,i.BL._ 21

Republic

South

Sources

of

Africa

ECA,

1959

I960

1961

1962

Direct Taxes

Total

56.7

55.0

54.5

57.2

The Structure of Central

Countries,

Income and

Profits

52.6

. 51.5

51.3

54-2

L Government

1959-64 (internal docuraen

Other

3.

3.

3.

3.

.9

.5

.2

,0

iievenue in

■t).

Indirect

Taxes

43'. 3

45.0

45-5

42.6

African
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117* Except in a few cases, it can be said th .t _ifrican tax structure

is regressive? indirect taxes is the main instrument .in .-.mobilizing re

sources from the private -sector to the public sector. As it was esta

blished in other studies "taxation of personal and company incomes in

Africa is relatively underdeveloped for various reasons. Cne reason is

the absence of my 1 j,rge scale company business. Another reason is ex

tremely low levels-of per capita incomes and the relatively equal distri

bution of this income except" T-rhere iLui-opean population is found compara

tively in large numbers. Under sucn circumstances -in. extremely low level

of exemption limit for income tax purposes ;;ould make collection of taxes

too costly and i'higher limit may not make it worthwhile. Absence of any

systematic methods-of accounting and.bookkeeping render assessment of

income more difficult and evasion easier."—'

118. In relation to the dependency of African tax structure on customs

duties, Table 22 presents, in average figures considering three years,

the information grouping the countries by their income, p.er capita. .

119. Countries with an income per capita under #80, like Chad, Ethiopia,

Nigeria, Tanzania, Uganda and Somalia, have a predominantly regressive tax

structures indirect taxes represent ground 80 per cent of total taxes,

and direct taxation only 20 per cent average. Taxation on income and

profits represents only 12 per cent averse. Indirect taxation comes

mostly from import and export duties, around 56 per cent average; and

domestic indirect taxation represents around 23 per cent. In these coun

tries, foreign commerce is the main source of government tax resources.

1/ ECa, Economic Bulletin for Africa, op. oit., p. 15-



TABL^

AF;tI£ri.s Tax structure and

: selected

Countries

Group I - Countries

under U.S. $80

Chad (1962-64)
Ethiopia (1961-63)
Nigeria (1962-64)
Tanzania (1960-62)
Uganda (1962-64)

Somalia (1962-64)

Group II - Countries

U.S. *8l-199

Kenya (1962-64)
UAR (1962-64)
Gabon (1962-64)
Morocco (1959-61)

Tunisia (1961-63;

Group III - Countries

over U.S. 1200

Algeria (1962-64)
Ghana (1961-63)
Ivory Coast (1962-64)
Zambia (196I-63)
Republic of South

Africa (196O-62)
Senegal (1962-64)
Rhodesia (1962-64)

Sources fables 17 to ;21.

countries

22

Page
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per capita income in

(average percentages

Direct taxes

Total

33.4

25.3
8.0

33.6

20.8

7.5

37.0

27.5
27.6

. 23.5
19.2

24.8

17.4
12.9

:. 76,2

55.5

25.5
58.2

Income

and

profits

. ■ •

10.6

8.0

31.7

19.1
7.0

36.6

15.9
. •.

18.6

a • •

14.3

11.3
73.8

52.3
19.6

45-1

Other

. a .

14.7
* • *

1.9

4.7
0.5

0.4

:11.6

...

4.9
. ■ *

• a •

3.1

1.6

2.4

3.2

5.9

13.1

)

Indirect taxes

Total

66.6

74-7
92.0

66.4
79.2

92.5

63.0

72.5

72.4

76.5
80.8

75.2

82.6

87.I

23.8

44.5

74-5
41.8

Import

and

export

duties

* * *

34.3
74-6

51.1

59.2

60.7

38.2

- 15.5
• as

30.8.

• * *

• • •

70.4
50.8

m 9 ■

* * #

* • •

Other

• * ■

40.4

17.4

23.3
20.0

31.8

24.8

57.0

• • *

45.7
. ■ •

12.2

36.3
# * #

* * •
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120. In countries with an income per.-capita of from <p8l to *199 such as

Kenya, UaK, Gabon, Morocco and Tunisia, direct taxes represent 27 per cent

of total tax collections and indirect taxes 73 per cent. In this stage

of development tax structure is a little less regressive in comparison

with the previous stage. Taxes on income and profits represent 24 per

cent average, against 12. per cent-of the countries with under U.S. #80

per capita. Taxation on foreign trade represents around 28 per cent,

against 56 of the other countries, and domestic indirect taxation around

45 per cent, showing some internal economic activity.

121. Countries with an income per capita of over ^200 have some develop

ment of internal economic activities and direct taxes on income and profits

produce and increase in direct tax collections. Around 40 per cent of

total tax receipts is direct taxation, against 60 per cent average of

indirect taxation. Taxes on income and profits produce 26 per cent

against 12 per cent in countries with under ;*80 per capita.

122. Development means a change in taxation capacity, and the possibility

of reducing the regressivity and dependency of the tax system. The

summary Table 23 here included shows this very clearly for 18 African

countries.

TaBLS 23 ■

j Tax Structure of 18 African Countries Grouped by Income

per capita.

(Percentages)

Countries .

and income

per capita

Countries under

U.S. .^80

Countries U.S.

;8l-199

Countries over

U.S. -1*200

Direct- taxes

Income and

Total profits Other

20

40

12

24

36

Indirect taxes

Import and

Total export duties Other

80

73

60

28

24

45

Source: Table 22.
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123. This table is illustrative of the changes in the tax structure during

the different stages of development, .^nd shows that tax reform in African

countries must be carefully planned in relation with the stage of deve

lopment in which ©very specific country is pissing.

124. In relation to the flexibility of the tax structure, it is not

possible to make a definite calculation of elasticity coefficient, but at

least some idea of the historical elasticity can be obtained by comparing

the total tax revenue with the GDP at factor cost. In Table 24 is pre

sented the raentione'd information.

T,x£LL] 24

AFRICA; Share of GDP Absorbed by Direct and Indirect Taxes in

Selected Countries (percent of GDP)

Countries

Countries under U.S. ^80

Nigeria

Tanzania

Uganda

Countries U.S. £81-199

Kenya

Sudan

Morocco

Tunisia

Countries over U.S. #200

Algeria *

Ghana

Ivory Coast

Eepl of S. Africa

Senegal

Rhodesia

Source: DCa, Statistical

1959

7

9
12

13

8

12

19

18

12

17b/
11

18

.12 ■ ..

Bulletin for Africa,

1963

9a/

91/
11

13

9a/
12a/
18

29

12

16

Ha/
15a/
15a/

op. c

a/ 1962 b/ I960
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125. Table 24' shows that in countries under U.S. *j80, i.e. Nigeria,

Tanzania and Uganda, the share of the GDI-1 absorbed "by taxation has an

average of under 10 per cent. Only in the case of Nigeria did this share

increase a little "between 1959 <3.nd 1962. -■

126. In countries with U.S. -81-199 per capita,i.e. Kenya^ Sudan, Morocco

'ind. Tunisia the share absorbed around 13 per cent average. This share is

almost the same in 1959 ^nd 1963-

127. But in countries with more than ^200 per capita, i.e. Algeria, Ghana,

Ivory Coast, Republic of South Africa, Senegal and Hho&esia, the share

absorbed in 19^9 "~is around 14 per cent of GDP (average), against 16 per

cent in 1963, It seems therefore ..that countries in this stage have more

chance to increase the share of GDP controlled through taxation, due to

the internal and external development of their economies.

128. In general, the medium rate of GDP controlled by the taxation system

grew very little. If increases in tax rates, and creation of new taxes

are discounted, it seems that possibly the tax system of most of the

African countries will show an income-elasticity, due to the structural . ..

construction of taxes, to the inadequate organization of tax collection in

many countries and the complicated procedures for tax administration.—'

129. Summarizing the main aspects here discussed, it is possible to find

that tax structure in African countries is in general regressive,' highly

dependent on foreign trade, and has automatic inelasticity in relation

to the growth of monetary income of the countries.

D. The level of government expenditure and revenue. The budget

deficits.

130. In previous sections the trends of government, expenditures and reve

nues have been considered. Interesting facts on the trends of both sides

1/ See JiC-i., Report of the advanced Seminar in Current Problems and
Training Needs in Tax Administration, Document 3/CM. 14/PISC/l«,-
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of the African countries' budgets, have .been, pointed out. In this section

some general comments on the level of government revenues and expenditures

will "be made in order to reflect the budgetary situation in recent years.

131... In Table 25 the growth of the government revenues and expenditures

is presented bo.th.-in absolute terms and in index numbers. Revenues and

expenditures are converted into U.S. dollars for the period i960 to 1963.

The rate of growth of expenditures is higher than the revenue rate in

countries like Algeria, Dahomey, Ghana, Upper Volta, Madagascar, etc.

Revenue have increased more rapidly than expenditures in countries like

Nigeria (due to improvement in foreign trade), Togo, Ivory Coast, Ni&er,

Gambia, Irthiopia, Kenya, ■ Iialawi, lihodesia, Somalia, Tanzania, Uganda,

and the. Republic of South Africa.

132. In this table loans and grants and other extraordinary resources are

included as revenue. Developing countries are borrowing from internal and

external sources to finance their development. But it is necessary to

consider at the same time which is the position of the fiscal situation

considering current revenues against government expenditure. If total

expenditures are analyzed in relation to current ordinary revenues -the

rate of growth mentioned above are different.

133. In Table 26 the index numbers showing the growth of total expenditure

and current revenue in the, period i960 to 1963 is included. In the table

it can be seen thit Algeria, Dahomey, Gambia, Ghana, Ivory Coast, Senegal,

Upper Volta, Ethiopia, Kenya, Madagascar, Malawi, Tanzania, Chad,-Gabon,

etc. have a rate of growth of current revenues lower than the rate of

total expenditure.

134* On the other hand, the rate of growth of current revenues is higher

than the rate of government expenditure in Mali, Mauritania, Niger,

Sierra Leone, Togo, Rhodesia, Somalia, Uganda, Zambia, Congo (Brazza),

Republic of South Africa, etc.
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25

AffftICA? Growth of Government revenues and Expenditure;

North Africa

Algeria

Morocco

West Africa

Nigeria

Dahomey

Togo

Ghana

Ivory Coast

Mali

Mauritania

Niger

Sene gal

Gambia

Sierra Leone

Upper Volta

East Africa

Ethiopia

Kenya

Madagascar

Malawi

ithodesia

Somalia

Tanzania

Uganda

Zambia

Revenue Expenditures Index of Growth
(million Uuv) (million US::p) (i960 = 100)

^963 I960 1963 Revenue Expenditure

1,145 1,013 1,103 1,013 88
^ ... 544

92

270

22

11

197
105

30

15

23

99

4

34

24

60

129

74

19

83
28

74
61

73

396

26

16

237
120

40

24

29

174
10

45

■ . 34

■ 114
162

102

29

95
28

95

87
73

321

22

14
246

119
30

15

24

99

5

34

24

63
130

72

23

90

30

78

70

69

416

27

19

375
132

40

24

28

174

9

45
41

121

158

102

31

88

28

94
90

76

147
122

141
120

114
132

156

124

175

224

134

143

I89

125
138

152
114
100

128

142

100

130

124
132

152

110

132

156

115

175
192

134

175

170

122

141
138

98

93

120

129
111

uepublic of 3. Africa 1,107 1,312 1,186 1,276 119 108

Sources £CA, based upon governments' official publications.
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TABL., 26

AFRICA: liate of Growth of Total -ijcpeiiditure ana Current

revenues, 1960-1963

North Africa

Algeria

West Africa

Dahomey

Gambia

Ghana

Ivory Coast

Mali

Mauritania

Niger

Nigeria

Senegal

Sierra Leone

Toao

Upper Volta

jjlast Africa

Ethiopia

Kenya

Madagasoar

Malawi

fthodesia

Somalia

Tanzania

UDanda

Gambia

Central Africa

Chad

Congo (Brazza)
Gabon

(I960 = 100)

Government

Expenditure

124

192

152

110

132

156

115
130

175
134
132

175

170

122

141
138

98

93

117

129
ill

142

193

193

Current

Uevenue

117
111

130

94
216

296

132

130

169

135
140

139

161

120

135
116

128

142

113
137
121

141

205

159

Republic of S. Africa 108 117

SourQe* i;jCAs "based upon governments' official publications.
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135« 'This different tempo of the development of expenditures and current

revenues is reflected in the share of the GDP absorbed 0/ the expenditures

and current revenues. If the figures in Table 2 are compared with the

figures in Table 15 it can be seen that there is a gap between the share

absorbed by revenues and expenditures. The participation of government

expenditure in GDP is in general much higher than the participation of

current revenue. This situation leads to a budget deficit position in

many countries.

136. The importance of the annual budget deficit is presented in Table

27. The table shous the budget deficit as -a percentage of total govern

ment expenditure in selected countries. In countries lik& Sudan, Kenya,

Rhodesia and Zambia an effort can be seen to reduce the magnitude of the

budget deficit. But in other countries like Ghana, Togo, Tanzania and

Uganda the manitude of the budget deficit seems t« increase in latest

years. An impressive reduction of the magnitude of the budget deficit

can be seen in the case of Malawi.

137. It is not e.sy to make an interpretation of the budget deficits of

African countries in recent years. All these countries are making great

efforts to accelerate the rate of growth of their economies. It is natural

that the expansion of government investments and the extension of services

like education, health and social welfare represents an increase in the

government expenditures. At the same time the new independent countries

have to create nation a armies, police and security systems which are

very costly. Finally, for those governments who are receiving foreign

aid, the repayment of loins represents an increasing share of government

expenditure.

13S. If the growing expenditures have to be financed through a tax system

which is old-fashioned and extremely dependent on foreign trade, it is

easy to underst aid that the fluctuation of the prices and quantity of

exportations are influencing the level of tax collections. It is
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. TABL* 27 -

.Budget .Deficit as a PercentaKe of Total Government

■-iixpenditure in Selected Countries

1959 1961 1963 1965
E

North Africa

Sudan 25 J£. 17 13

West Africa

Nigeria

Ghana •

Togo

East Africa

Kenya

Malawi

Rhodesia

Tanzania

Uganda

Zambia

SourCeV' W Statistical Yearbook, 1965-

Note: Differences in tables of country studies due to methodological

treatment of public debt and fiscal year (calendar years

against middle fiscal years)

18

42

• • •

34 _\

• • «

* * *

• 0 #

20

23

26

2

26

17

16

26'

17

■"■ 19

17

37

10

20

2

38

15

3

20

33

20

16

• •

7

39

21

• •
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natural that countries trho are improving their exportations like Mauri

tania, Ni^er, Zambia,, Uganda, etc. iiave the opportunity to collect more

taxes. On the-other hand, in countries affected b,' a reduction of the

prices of exportations, like Ghana, Senegal, Upper Volta, Ethiopia,

Madagascar, etc. the rate of growth of cu±'rent revenue is lower than the

rate of growth of government expenditure, unless economic development

is sacrificed in order to maintain economic stability and to avoid.infla

tionary pressures.

. III. HjjCEtTT T£i£EDS Iff PUBLIC FB^Cjiio OF SELiXTiJD AFRICAN COUNTRIES

139* I*1 this Section it is attempted to make an analysis of the trends

of public finance of some selected African countries, e.g. Ghana, Kenya,

Sudan, Tanzania and the United Arab Republic. The selection of these coun

tries has been made in attendance to the fact that they periodically pro

duce and publish fiscal information. --■■■ ■

140. The analysis is based upon information of the fiscal year; thus some

differences can be noted in comparison with the data given in previous

sections in which data are presented under calendar year basis.

141. A uniform pattern has been used for the discussion of the selected

countries. This is followed by brief comments on recent trends in the

development of the economy, followed by a broad description of the public

sector. The analysis continues to examine the expenditure and revenue

policy. Finally, a discussion is included on the balance of the budget

accounts and the sources for financing deficits.
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GHAKA

•*■• The.importance cf public policy,.in the Ghanaian development

142.--publlttt--polioy has played a paramount role in recent development of the

Ghanaian eooriomy. Starting from independence, in the last eight years, Ghana

has made continuous efforts to improve national development, through state

action. Three main lines of action were followed: (l) a significant increase

in exportation;.(2) an intensive process of electrification, industrialization

and construction; and(3) the expansion of all levels of education.

143. In the exportation drive, an impressive result was obtained after the

Government promoted the expansion of the private agriculture sector: Ghana

increased expbrtations of cocoa, its principal export^product-^ from

207,000 long tons in 1957/58 to 571,000 long tons in 1964/65. But at the same

time prices went down from an average of 352 Ghanaian pounds per long ton in

the first year mentioned, to around 110 Ghanaian pounds in the second. That

means that production increased almost tripled but prices decreased more than

three.times in the period. This illustrates that the master polioy to

finance,internal develnpment through increases in exportation has failed.

Foreign economies absorb the increases in the Ghanaian productivity* It

must be,mentioned, that in. this period little attention was given to the

promotion of. domestic foodstuff production.

144- The electrification process means a drive to develop domestic eoonomy

towards, industrialization. The Volta River Dam and the energy plants will

provide^ enough electricity to future Ghanaian industries. The Dam was

finished in 1965 and will produce 510 megawatts in .1970. But industria

lization, implies provision of raw materials, which, must be imported in some

cases, a wi.de market, (increases' in the income level; of oocoa farmers permit

a sustained demand in normal conditions), the development of infrastructure

(which means Balary payments to masses of workers), training of mangers

and skilled workers, (which means expansion of education). Available

infoima-tion -/ shows that Ghana has achieved an annual rate of increase in

industrial production of around 10 per cent in recent years, and an increase

1/ Represent around 60 to 65 per cent of total export.
2/ Central Bureau of S*atietioa, E
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in construction and housing of aboat the same annual rate, despite the

critical exportation position, using reserves of foreign exchange which

amounted to 180 million pounds in 1957? and suppliers credit.

145* The expansion, of infrastructure had'"been another achievement of,3ixe/.

country. Few other developing countries, wi.th comparable level of develop-,

.raent, have an infrastructure so extensive as that of Ghana. Developments- ■ ;;

in electricity, water supply, roads, communications and transports are .

impressive, in re.la.tive terms. . , .

146., The 'efforts made in education are also considerable; the rate of

expansion of "this activity and the amount of public expenditures' devoted

to it (20 per cent) has few comparable cases. Primary, medium and teclinical

schools had expanded rapidly in.recent years. Eduoation of people,implies .

at the same time the creation of new needs to the population and, strong

pressures for new opportunities of work in public administration, enterprises

and farms 8 . . . .. ■ .

147 •■ But all these efforts helped.to promote the expansion of infrastructure,

industrialization, constructions, education and new projects, on the one

hand, and, on the other, the stagnation of food production and the deterior

ation gf the terms of trade,, resulted in structural inflationary pressures,1

These pressures expressed themselves through two main channels: the fiscal

budget deficit and the balance of payments disequilibrium. Both channels

generated an expansion of cvoral.1 demand exceeding the increases in the

supply side. ,

148- So inflation had come to Ghana, a new phenomenon for which the country

was not prepared* In recent years retail prices increased yearly more:than

10 per cent; in 1965 preliminary estimates show an increase of around

25 per cent.' At the-beginning,, the use -of reserves, loans, advances, grants/

supplier credits and some inflationary resources' permitted tc maintain a r

controlled inflation.. When reserves-were almost exhausted, however, the ':

budget deficit and balance of payments dise-quilibria had no compensatory

instruments^ ana prices began to rise more rapidly. Inflation was the

answer given,-in depressive trends of foreign trade; to maintain the level

of the economy and-employment. ' " '' ■ ■ " ""
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149. In spite #f the adverse financial situation described, the Gross

Domestic product at constant prices rose at an annual average rate of 3.5.

per cent in the period 1961 to 1965,

150. To some extent, the failure of the exportation drive was compensated

by the use of reserves and increases in domestic production in manufacture.

At the same time, foodstuff production was unsatisfactory and this was one

of the basio bottle-necks of the economy and the taeis of pther disequili-

bria.

B» The expansion of the public sector activities

151. For the execution of an aggressive development policy, the scope of the

public sector »f Ghana increased rapidly after independence. On the whole,

the public sector, on a consolidated basis, participates in national product

to the extent %t mope than 35 per cent. The share of the Central Government

represents almost 25 per cent of Gross Domestic Product.

152. The central administration grew rapidly after independence. In the

1966 draft budget the country shows 30 different Ministries. Reforms

introduced in March 1966 reduced this number %» 17,

153. The Ministries actually-existing are; Agriculture, Forestry, Land and

Mineral Resources, Industry, Communications, Works and Housing, Trade,

Education, Health, >abour and Social Welfare, Ec©n«*ic Affairs,

Information, Interior, Local Government, External Affairs, Finance and Defence

154. There are many descentralized agencies in charge of some specific social

sector. In education there are around 17 different organizations as:follows*

University of Ghana, University of Science and Technology, University

College of Science Education, Institute of Public Education, Institute of

Public Administration, College of Arts, Ghana Science Museum, University

College of Agriculture, Institute of Demography and Fisheries, General Legal

Council, Ghana. Academy of Science, Atomic Energy Commission,- National Cultural
Centre at Kumasi, etc.

155. The Insurance Corporation-is"in charge »f the social security scheme

of the country.
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156. There are two general agencies in charge of the promotion of economic

development, the.Volta riiver Authority- and Tema Development corporation!

157; In the level of Local Government there are the following governments^

regions of Ashanti, Brong-Ahafo, Eastern, ICorthern, Western, Volta, Central,

Upper and Accra District. . .- ■ •

158. tfhe public sedtor is completed with about 54 public enterprises. These

enterprises can be classified into agricultural, mining, fuel and power,

industrial, cons "ruction, transportation and commercial enterprises.

159* as it can be seen the public sector of Ghana has a complete variety

of institutions, starting .from the cehtraa..governmen-t, the decentralized '

agencies, the local government and finishing with the state corporations

of various types. .... ♦ -

C, Long-term expenditure- policy* '■ " " ■

160. During colonial times, expenditure levels were established strictly in

relation to the expected yield of revenues. A conservative policy fol

lowed and in.many years the fiscal budget showed surplus. But from the

independence-era, the government assumed new responsibilities. It had to

develop a national army, a national police, expand education, increase food

production, develop infrastructure .and industry.

161. These tasks were assumed by-the Ghanaian government starting from 1958-

59. Table 28. shows.the utoney allocated to :the different sectors arid activi

ties. Total expenditures of the central government rose from 45 million

Ghanaian pounds in 1953/54 to 64 million in 19^7/58, and to 185 million in

1965. In 1957/58 the rate of participation in Gross National Product was 14

per cent and in 1965 it was around 25 per cent. But, at the same time a. .

big family of decentralized institutions and public enterprises grew simulr-

taneously; possibly the whole, public sector represents* in 1965 not less

than 35 per cent of the GDP.

162. Table 29'includes the percentages of the expenditures of the central

government in the different sectors. Expenditure in productive sectors did

not increase in relative terms; ■■$&. share :to non-productive seotors was around
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85 per cent in all the period. But. it must -be considered that the expansion

of the productive sectors was promoted through the public enterprises, which

are not included in the table (only tho subventions given by the central

government), :

163. For comparative purposes, table# shows the structural changes in the

expenditure policy, taking average percentages of two years, starting from

19,53/54 to. 1965.

TABLE

GHAKA: Structural changes in the expenditure pattern

(percentages) : .

Sectors 1953/54-1954/55 1957/58-1959/60 1963/64-1965

!• Productive Sectors

2, Hon Productive Sectors

2,1 Servicea

- Education

- Defence

- General Services

- Other Services

2.2'Infrastructure

2.3 Others

T«tal

SLsl

14.5

2.0

19.0

13.5

24.0

Mil

100.0"

13.5

86,5

51.»

12.5

4.5

20.5

13.5

22.5

13.0

100. •

164. It can be seen that the services sector increased continously, whereas

the expenditures in infrastructure decreased in the period. Inside the

services sectors the increment of the expenditures in defence was considerable

(ranging from 2 per cent to 8 percent average during the period). Education

also increased in relative terms to an average of 18.5 per cent insist yeers.

General Services and Other Services maintained in global their percentage of
participation, &
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165* In relation to the trends in the expansion of public expenditures

different periods can be distinguished. In the first one (1953-54 to 1955-56)

expenditures increased 100 per cent, because of the very favourable conditions

of the cocoa price in international markets. In a second period, expenditures

were maintained at around 60 million pounds, after the boom (1956/57 and

1957/58). Starting from 1958/59 till 1963/64 the expenditures rose con

tinuously, increasing 100 per cent. In 1965 an expansive expenditure policy

culminated in the amount «f »Gl85 millions. In 12 years the expenditures

of the Central Government increased four times.

D, Long-term financing policy

166. In the..period. ;1953/54 to-1965 the current revenues increased from

feG 47 million to LG141 million, exactly three times. The gap in relation with

the expenditure side was filled with loans, reserves and so on. Table 31 shows

the composition of current revenues in the period.

167. From 1953/54 t«.1960/61. taxes on income and property stagnated; a small

charge was imposed on .persons and companies income. But starting from

1961/62, the tax reforms and the expansion of the economy, increased the

revenue collected threefold: from £G8,6 million I960/6I to £G 28.9 million

in 1965* Taxes on domestic production expanded fast during the period. The

creation of the sales-tax in 1965 was the climax of continuous effort to

increase revenues. Other itemal revenues also expanded.

168. Table 32 illustrates the changes in percentages of revenue items in

t*tal revenue collected. It can be seen that taxes on foreign commerce

represent a high percentage of total revenues.

169* For comparative purposes, table 33 shows the medium percentages of the

different stages of development of the fiscal structure.
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TABL3 33

GEAJAs Structural changes in the taxation system

1.

2.

3.

4.

(medium

Taxes on income and

property

Taxes on foreign trade

2.1 Import duties

2*2 Export duties on cocoa

2.3 Other

Taxes on domestic production

and expenditures

Other current revenues

Total

percentages)

1953/54-
1954/55

13.2

72.5

(21.D
(50.8)

(0.6)

2.1

12.2

100.0

1957/58-

1958/59

16.7

55.9
(32.6)
(21.8)

(1.5)

7.2

20.2

100.0

1963/64-
1965

21.7

47.8
(35.6)
(11.8)
(0.4)

18.0

12.5

100.0

170. Great changes can be seen in these different periods. Internal taxa

tion increased in relative terms from the 27-5 per cent in 1953/54-1954/55

to the 52.2 per cent in I963/64-I965. On the other side, taxes on foreign

trade decreased from 72.5 per cent to 47.8 per cent in the same year. This

is the result of the reduction of the revenues yielded by the cocoa export

duty(in 1954/55 produced £G 649 million and 1965 only £G 610 million).

The increase in xaxable importations in recent years and in the tax rates,

compensated the decrease in the cocoa duty. In 1953/54-1954/55 export

duties in cocoa produced 51 per cent of total revenues and in 1963/64-19^5

only 12 per cento On the other hands import duties increased from 21 per

cent in the first mentioned year to 36 per cent in the last one.

171. As can be seen9 the structure of the revenue system changed drasti

cally in the period* The problems in the exportation activity, created the

urgent need of developing new internal resources. But the new taxes created

represented new tax "burden for the consumers and less for the producers.

In 1953/54-1954/55 consumers paid the 36 per cent of total revenues and pro

ducers the 64 per cent. But in I963/64-I965 consumers paid 67 per cent and

producers only 33 per cent. So the tax system was now more regressive than

before.

172. Since current revenues were also insufficient to pay for all expendi

tures, an increasing deficit arose, creating inflationary pressures. This

means that inflation was another type of regressive taxation to the Ghana

ian consumers.
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E. The-fiscal deficit

173* The disequilibrium in the economy, the failure of the export drive and

the pressures for increasing the rate of growth, were some of the factors

which had their reperci&ions on the fiscal budget. In some way, government

finances were us"ed as a key instrument for meeting the depressive effects

in foreign trade and for maintaining the riythm of national investments and

the level of employment,

174* During the period, national investment represented a 15 to 20 per cent

of Gross National Product and a great part was public investment. For

expanding its investment capacity the government raised the rate of its

participation in the G.D.P. The expansion of government consumption rose

slowly from 9,. per cent of C.D.P. in 1958 to 12 per cent in 1964, but. .the

expansion of the: government total expenditure *snt upfast from £G 53 millions

in 1957/56 "to BG" I85 in 1965; the rate of participation in G.D.P, was

14 per cent in the first mentioned year and 25 per cent in the last year.

175» On the other hand, revenues amounted to 1G 60 millions in 1957/58

and increased to U* 141 millions in 1965; the rate of participation in

G.D.P was 16 per cent in the first year and'18 per cent in the last

(against £5 per cent of expenditures participation).

I76. As it can be seen, expenditures in relation to G.D.P, had a high

elastioity which was supported by an almost inelastic revenue system (if

we discount new taxes, increases in tariffs, increases in rates and so.on).

In this condition a ehronis deficit followed. Deficit represented 27 per

cent of current revenues in 1960/61, 37 per cent in 1962/63 and 23 per cent

in 1965

177- The fiscal deficit is a consequence of a policy .of expansion .of invest

ments to increaso the rate of development and for maintaining a level of

internal demand to permit a sustained level of employment; and on the other

hand of the vulnerability of the revenue budget to the fluctuation of -foreign

trade. Taxes on foreign trade represented 60 per cent of current revenues

in i56p/6l', bift this importance was reduced to 45 per cent in 1965, due tc the

decreases in the foreign trade activities and the development of compensatory
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receipts in domestic taxation. In relation to G.D.P. the taxation on

cocoa exports represented 3.2 per cent in 1960/61, but in I965 this rate

was reduced to 1.3 per cent. In relation to the total current revenues

cocoa export duties were 22 per cent in 1960/61, but in 1965 its contri

butions were only 7 per cent of the total current revenues,

178, So, the fiscal deficit was a consequence of an effort to expand public

investment in very adverse financial conditions, due to the depressive effect

of the foreign trade crisis.

GHANA:

TABLE 34

Fiscal deficit of the Central Government

Year Expenditures -I Revenues -* Deficit (-) Deficit as a percentage
Surplus (+) of toial expenditures

1953/54 .

1954/55

1955/56

1956/57

1957/58

1958/59

1959/60

1960/61

1961/62

1962/63

1963/64

1965

.45*9

45.1

47.7

55<2

52.6

61,9

76.1

107.7-

114.3

132.7.

144.2

184.5

48.2

80.2

52.5

49.4

59-8

66*6

70.1

83.2

75.0

82*5

122.5

141.0

+2.3

+35-1

+4.8

-5.8

+7.2

+4-7

-6.0

-24-5

-39.3

-50.2

.-21.7

-43.5

10.5

7.9

22,7

29.0

37.8

15.0

23.6

a/ Included budgetary and extrabudgetary expenditures ■. ; •
b/ Includes current revenues and extraordinary receipts . . ... -

■.Source:. Central Bureau of Statistics, Economic .Survey 1964. ■ ■ ■

Fiscal deficit has been financed with internal and external loans, use of

revenues," creation of new money, etc. aspects which will be considered when

the fiscal situation is examined in the short run«



ii/ ON, 14/.i3UD/6

Pa^e 79

F. Fiscal polioy in the period 1959/60 to 1965

179» Within the framework of the long term policy examined abov-e, it is

possible to make a more complete analysis of the fiscal policy followed in

recent- years; Information for the period 1959/60 to 1965 is available and

will be used-for this purpose in the following sections. In general, the

policy followed in this period can be characterized by the efforts to expand

the economic activi-fcy, without consideration of the financial implications

and the priorities'to be followed. ' .

Analysis of expenditures by ma.jor functions

180. From 1959/60 to 1965, public expenditure rose from £G 88 million t«

Uj 185 million. This expansion was principally in social

serviees, and financial services. General administratirn increased slowly.

In table 35 it can be seen that the amount of these expansions and the changes

in the structure of the different functional items.

181, Economic services decreased in relative terms from 38 per cent of total

expenditures to 33 per cent in 1963/64. Expenditures in agriculture

represented around 7 to 10 percent, amount not satisfactory for a country

which suffer from shortages in foodstuff production. Fuel and p*wer expendi

tures increased from £G 4.1 million in 1959/6O.to arsund £G 8 million ia

latest years as an effort to finish the.Volta River Dam. Construction and

manufacturing also increased in the period. But transport and communications

stagnated/around $£ 16 million in the period; this represented reduction in

relative.terms to a,10.0 percent of expenditures, instead of the 18 per cent

in I959/6Q. This means that the government considered that infrastructure

had received too much attention before and, therefore, there was a shift to

develop more speedily-industry and construction as well as energy f* supply

manufacture. ' ■

In the social services it is clear that government puts great emphasis

en education (increase from 15 per cent in 1959/60 1o 19 per cent in 1965),

Community -services also received attention in the period.



E/CN.14/KJD/6
Page 80

TABLE-35

GHANA; Central Government Expenditures, By Functions

Heads

'. ■ ■ ■ t

1. Economic Services

.' ■ *>

1.1 Agriculture

1,2 Fuel and power

1.3 Manufacture and Con

structions

(Millions

1959/60

M)

1960/61 1961/62 1962/63 1963/64
(actual) (actual) (actual) (actual) (actual)

33.6

7-7
3.6

4.8

1,4 Transport & Communicat
ions ' ■■''■

1.5 Other

2. Social Services *

2»1 Education

2.2 Health

2.3 Social Security

2,4 Community Services

2.5 Other

3. General Services
''i

3.1 General Administration

3.2- Defence

3.3 Justice and Police

4* Financial Services

4.1 Public Debt

4.2 Other

Grand total

L» Economic Services

1.1 Agriculture

1.2 Fuel and Power

1.3 Manufacturing and Con

structions '

1.4 Transport and ^Communi

cations

1.5 Other

15.7

, 1.8

25.5

12.8

4.5
1.6

3.0

3.6

21.7

13.1

4.9
,3.7.

Ill

1.5.
5.7

88.0

11.

5.

7.

19.
0.

31.

15.
6.

1.

3.

4.

28.

14.
10.

4.

2.

6.

113.

(Percentages)

38,1

8.8

4.1

5.4 ■"

17.8

2.0

3*L
10.

5.

6.

17.
0.

5
7

0

,6

2

1

0

0

9

9

9

1

0

0

7

3.

8

5

7

1

2

0

2

2

1

46.9

8.7
■ ' 8.7

12.6 :

" 15.7
1.2 .

36.1

17.2

9.2

1.6

3.9
4.2

28.1

11.6

12^0

4.6 v

hi

2o
4.*2

117.8 .

39.7
_" ■>■ ■ .■'

7.4

7.4

10.7

13.3

' :0.9

49.4

10.3

10.9

6.1

16.2

5.9

45.1

22.9 '

9.6

2.6

5.0

5.0

32.6

15.5
11.1

6.1

7.0

. 3.4
3.6

134.1 '

36.7

7.7
8.1

4.5 ■

11.9

4.4

52.3

11.1

11,5

12.9

16.6

0,2

52.0
■*

28.3
8.9

2.9
8.1

3.8

30.5~^i .*■/

13.6

10.6

6.3

25.6

23.7

1-9 .

160.4

32.6

6.9
'7.2

8,0 :"

. 10.3

0.2

* ./ ...
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TABLE 35(Cent»d)

GHA1JA! Central Government Expenditures, By Functions

(percentages)

Heads

2. Social Services

2.1 Education
2.2 Health

2.3 Social Security

2.4 Community Services1
2.5 Other

3. General Services

3.1 General Administration
3*2 Defence

3.3 Justioe and Police

4. Financial Services

4.1 Public Debt

4.2 Others

1959/60
(actual)

196O/61 1961/62 1962/63 1963/64
(actual) (actual) (actual) (actual)

29.0

14.6

5.1
1.8

3.5
4.0

14.9
5.5
4.2

8.3
1.1

7.2

28.0

13.2

5.3

1.7

3.5
4.3

12.3

8.8

4.2

8.0

2.4
5.6

30.8

14-. 6

7.8

1.4

3.4
3.6

23.8

9.8

10.1

3.9

2.2

3.5

33/L

17.1

7.1
2.0

3,8

3.7

11.8

8.3
4.5

111
2.6

2.7

17.6

5-6

1.8

5.1
2.4

8.5
6.6

3.9

25*1
14.8

1.1

100,0 100.0 100.0 100.0 100.0

Sourcet Ministry of Finance
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183. General administration has experienced a decrease in relative terms from

15 percent in 195?/6O to.8.5 percent in. 1963/64. Both.the army and police

on the other hand, increased their expenditures. Defence increased from

5.5 per cent in 1959/60 to 8.5 in 1965.

.I84. Finally, financial services increased in 1963/64 and 1965, due to the

service of the external loans and financial contributions committed by the

government. .

Expenditures, on consumption and investments '

I85. The Central Government is expending in current »perations less than '

■ 60 per cent of total expenses. Investments represent, therefore, around

40 per cent. In table 36 details are included.

TABIE 36 '

GHANAi Central Government expenditures by economic items

,-; . . (^G million) ■ . . - - -

Economic items I959/6Q 1960/61 1961/62 1962/63 1963/64

1. -Current Expenditures

1.1 Consumption

1.2 Current transfers

2. Capital Expenditures

2.1 Real Investments

2.2 Financial Claims

2.3 Capital transfers

Total

1. Current Expenditures

1.1 Consumption

1.2 Current transfers

2. Capital Expenditures

2.1 Real Investments

2.2 Financial Claims

2.3 Capital transfers

Total

67.O

45-4
21.6

(percentages)

53.6 56.0

36.7

I6.9

46.4

19.1
19.1

8.1

100.0

38.0

18.0

44.0

26.1

10.1

100.0

130.0

53.4

35.8

17.6

46.6

24.7
I6.7
5.2

100.0

79.8 92.0

49.0

30,8

52*1

132.3

60.3

37-0

23.3

39.7

23.1

3.7
12.9

100.0

60.9
31.1

70.8

31.5
20.8

18.5

162.8

56.5

37.4

19.1

43.5

19.3
12.8

11.4

100.0

33.9

21.8

44.0

25.7
8.0

10.3

100.0

1/ Includes 15 months. This explains difference with other tables.



E/CN.14/BUD/6
Page 83

186. The table is interesting for the analysis of the economic structure

of the expenditures. In the current expenditure side, consumption repre

sents the same share in the period., "but current transfer increased more.

This is a result of a policy of subsidies to prices and public enterprises

and at the same time of containment of salaries. The increases in the

salary expenditures are due to increase in the numDer of public employees

and:: transfers of the existing workers to higher positions. The division

of ministries into new ministries was a system for increasing positions

in the government.

If 7- The policy in transfer payments can be analyzed through the follow

ing tables

TABLi, 37

Central Government Transfer Payments

(thousands £G)

I, Current Transfers

1959-60 1960-61 1961-62 1962-63 1963-64

15,757 21,603 22,871 29,443 36,996

-Interest on public debt 8,620

-Subsidies 216

-Pensions 1?519

-Transfers to households 2,782

-Transfers to local

' government

-Transfers to public

corporations and

1,

1,
3,

516

583

415
868

1>

1,

1,

948

2

410

864

2,

1,
2,

642

717
720

690

5,906

1,327

1,780

3,539

1,705 2,466 1,407 1,280 1,146

institutions

-Transfers to abroad

II. Capital Transfers

-Transfers to'domestic

sectors

-Transfers to abroad

To tal trans fers

Fiscal deficit

9,

7,

2*

17*

498

175

679

480

1^9

436

900

11,

9T

9,

n,

30,

598

175

544

296

248

147

200

16,

7,

*),

42,

103

137

474

274
200

MS

800

20,

17*

17,

46,

112

282

159

006

602

800

22,

18,

^i

939

359

546

546

542

200

188. The table shows that transfers to public coroorationsand institutions

for current ana capital purposes amount almost/the sum of fisoal deficit.

This means that the origin of the deficit comes mostly from the decentralized
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agencies and enterprises, and not from the increasing costs of the central

administration. Subsidies to State Corporation and capital contribution,

"both are the main factors of the fiscal disequilibrium in this period.

I89. Capital expenditures are a considerable share of the total expenditures.

The Central Government was investing directly in capital goods around 20 per

cent of expenditures, a normal rate for developing countries, but if indirect

real investments are included the rate amounts to 30 per cent, which is more

than satisfactory. In table 38 the composition cf capital expenditures is

presented.

TABIE 38

GHAJJA: Composition of Capital Expenditures

(Millions &G)

1959/60 1960/61 1961/62 1962/63-1963/64

Roal Investments -■■'■■

- Constructions

- Machinery,and equipment

- Surveys

Financial Investments

- Purchase of existing

capital

- Loans granted

- Advances

- Subscription to internat,

lending institutions

- Sinking fund- contrib.

- Repayment of public debt

Capital Transfer

- Domestic Transfers

- Transfers to abroad

Total

■ 18

14

3

0

18

0

8

1

?

0

.- 4

2.

■ 7

0

,0

.4

.3

.3

.0

02

• 9

'9

.1 . ■

.3

. 6

*6_

.5

.1

31.2

23.3

7-3

0.6

12.1

0,4

3.8

6.0

0.2

0.4

1.3

9-3

9.3

-31.6

25.7

5-2

0.7

21.7

5.9

10.1

1.5

0.2

0.6

3.4

7-3

7.3-

-

30.5-:

23.8

5-8

0.9

5.0

5-4

—

2.3

0.2

0.4

1.3

17.0

17.0

-

' 31.5

25.4

5.7

0.4

20.8

0.2

2.5

- ' —

0.3

.17.1

18.5 -■■'

18.5

-

43.6 52.6 60,6 52.5 70.8

190,In this table it can be seen that constructions represent the biggest

amount in the total of investments. Repayments of public debt is an increas

ing item in the latest years because of the brrrowing policy of the government.
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The structure /?f the financing systom

191# Owing to the failure experienced in increasing the export income of the

country> and consequently tks.collection of. 4uties on foreign trade, the

tax system had to develop internal sources of financing.

1?2. in table 39 the revenue system is shown. The cocoa taxation failure,

due to the reduction of the prices in international markets, explain a large,

part^gT^he shortage of resources for financing the expenditure level; The ..

efforts made in'developing the internal sources of taxation, adding new

domestic taxes and raising the tax rates, replaced, to some extent, the

losses in the taxes on cocoa exports,

193. Some of the taxes on domestic production represented an effective

contribution, like for instance the sales taxes. Reforms introduced in

1963/64 in the income and .property taxes are producing the first results.

But in' relation to the expenditure commitments and the losses in the cocoa

exportation duties, these efforts, were not enough. Improvements in the tax

system and in tlje tax administration are urgent, and cannot "be postponed, if ,

the stabilization programme should be accomplished.

194- i^ifthe otfi&r hand, a .complete, revision of the strategy of fiscal policy

must £,e, undertaken, re—allocating .resouroes and increasing the immobilization.

195» The financing of the" investments was only supported to a very small

extent by public savings (see table 40). Most of the^investment expenditures

had "be'en' finance'd by extraordinary means suoh as tho liquidation of reserves,

grants, loans, advances, the use of trust and deposits funds, and others.

Such :..xj finance procedures can only be understood as an emergency ;Tes;_Q_rt

in a-degressive 'trend of the economy. _ , ■-■■-■■—■--;
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TABLE 39

GHANA: Central Government Revenues (&G Millions)

1960/61 1961/62 1962/63 1963/64 1965

i.

1.

2.

II

1,

(i

I.

1.

2.

Current Revenues

Revenues of Taxation

1.1 Taxes on foreign trade

— Import duties

- Export duties on cocoa

- Other export duties

1.2 Taxes on domestic production

and expenditure

- Sales tax

- Excise taxes

— Licenses

- Others

1.3 Taxes on income and property

Other Revenues

2.1 Sales and fees ' m

2.2 Interest, profits and rent

2.3 Other

Capital Revenues

Grants ,

Deficit

Grand total

) deficit as a percentage
of total Revenues

70.9

54.7

42.0

28.9

15.3

0.8

4.J.

2.8

1.0

0.3

8.6

16,2

8.0

7.0

1.2

42.7

12.5

30.2

113.6

26.6

1 (Percentages)
Current Revenues 100.0

Revenues of taxation

1.1 Taxes on foreign trade

- Import duties

- Export duties on cocca

- Other export duties

1.2 Taxes on domestic Production

and expenditures

1.3 Taxes on income and property

Other Revenues

Sources: Ministry of Finance

77.2

59.2

36.5
21.6

1.1

18.2

22.8

74-7

62.7

44.2

28.9
14.7
0.6

- 7-9

4.0

1.3
2,6

10.6

12.0

7.7

2.5
1.8

43.1

0.3

42.8

117.8

36.3

100.0

83.9
59.1

38.5
19-7

0.9

10.6

14.2

16.1

84.3

69.8

46.7

33.7

12.5

0.5

10.9

6.1

2.1

2.7

12.2

14.5

9.2

2.1

3.2

49.8

. -

49.8

134.1

37.1

100.0

82.8

55.4
40.0

14.8

0.6

12.9

14.5
17.2

103.6

89.2

51.8

34.0

17.5

0.7

13.8

8.0

3.0

2.8

23.6

14.4

10.6

2.4

1.4

56.8

18.6

38.2

160.4

23.8

100.0

86.1

50.0

32.8

16.5
0.7

13.3
22,0

23^2

141.0

125.1'

64.1
53.8

9*9
0.4

32,1

I6.4

10.7

3.4
1.6

28.9

15.9

10.5
2.3

3.1

43.5
■ 1.0

42.5 ■

184.5

- 23-l

100.0

88.7

45.5
38.2

7.0

.3

22.7

20.5

11.3
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Ai5L£ 40

(Tg~ million)
iii Financing

)

63.4

70.9

74.7

84.3
103.6

50.4
67.0

69.4
79.8

y2.o

13.0

3.3

5.3

4.5
11.6

43.6

52.6

60,6

52.5
70.8

30.6

48.7
55.3
48.0

59.2

Difference bet-

Current Current Capital ween Public

Current nbcpen- Account Expen- Saving and In-

Hevenue diture Surplus diture ' vestment

1959-60

1960-61

1961-62

1962-63

1963-64

196. The impact of the deficit financing has resulted in monetary expan

sion and therefore in inflationary effects. Thus an attempt to accelerate

economic development, in critical trade cycle conditions has produced

inflation with all the consequences of this phenomenon.

197* The resources for financing the capital account of the Ghanaian Govern

ment were the following in £G millions

1959-60 1960-61 1961-62 1962-63 1963-64

Loans from abroad - 7.1 5.1 1,0 0.9

Internal loans 22.3 3.9 41.6 53.6 35.3

Total 22.3 13.0 46.7 54.6 36.2

Internal loans were mostly given "by suppliers and the banking system.

internal loans were few in the period, 'but foreign suppliers had to make

some sort of short-term loans to the government. A very important share

of the sacrifices for financing government investments were transferred to

foreign credit suppliers and internal consumers. The last have to pay higher

prices in the" markets as a consequence of the injection of money through

the budgetary deficits § that is to say, a sort of hidden indirect taxation.

The Ghanaian public dfibt rose from hG 83 million in 1961 to feG 424 million

in 1965, of which LG220 million were foreign debts.
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A. . The economic -baokfiround

198.. Economic erowth in KeBya ha aBt ^ ^^

During the period 1954 through 1959 extensive capital formation financed
*y an inflow of foreign funds made possible a boom in production and '

expats, .aie was followed by a setback resulting from bad weather and

loss of confidence among the non-African -ooumunily as a result of the

political struggle for inuepenaence. Per capita income stagnated in

1960"ttawa6K- 1962 at about *85 per head. In 1963 and following years,
normal weather and an increasing confidence made possible a renewal of

economic expansion. This improvement was aided by a rise in export

income part^ as a result of higher sisal prices.

199. Gross Domestic induct i, toxmei by the contribution of the agri
culture, manufacturing trade and ^ovenooent services sectors, as well "

as other small activities. Agriculture, livestock, forestry and fishing

contributed in ,19.63 to 21 Per cent of the monetary economy; but this

percentage increases to 46.7 per cent if the subsistence agriculture

and related activities are included. The eoono^y of Kenya is mainly

agricultural and exports^ are proviaed by this sector. More than 85
per cent of the African population is engage on the land and lives on
a subsistence level,

200. Manufacturing contributes near^ 13 per cent of monetary GBP. This
industry consists of agricultural processing in small plants, but there

is an expanding sector of larger units producing soft and semi-durable

1/ Coffee, tea, sisal,-pyrethrum, etc.
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consumer goods. Basic economic services such as water, electric power *

and communications are fairly well-developed. !*holesale and retail

trade, banking, insurance and real estate account for some 19 per cent

of cash production.

201. During the last ten years exports have more than doubled in volume,

but prices have fallen "by less than 20 per cent. Thus the increase in

export proceeds was not much less 3 it now accounts for a third of mone

tary GDP. Imports have risen slowly, and have fallen as a percentage

of GDP from % per cent in 1954 to 43 per cent in 1963. Trade deficit

fell from 33 per cent to 6 per cent in the period.

202. At the same time, gross capital formation dropped from a level of

about £45 million in 1955-57 (represents 30 per cent of cash GDP) to

£29 million .1963 (around 15 per pent of GDP). Private and government

investments have fallen drastically in recent years. Private investment

amounted to £30.7 million in 1956 and tapered off to £27 million in I960

and fell steeply to £17.5 million in I96I. In 1963 and 1964 it seems

to have been stabilized at around £20 million.

B. The public sector

203. Kenya has four levels of government s the Kenya Government, the iilast

African Common Services Organization, the seven itegional Authorities and

the 40 Municipal and County Councils.

204. The central government has the following Ministries* Agriculture

and Animal Husbandry, Commerce and Industry, liducation, Finance and

Economic Planning, Health and Housing, Home Affairs, Information, Broad

casting and Tourism, Internal Security and Defence, Justice and Consti

tutional Affairs, Labour and Social"Services, Land and Settlement, Local

Government, Natural iiesources, Works, Communications and Power." Also

includes the National Assembly, the Presidency and Prime Minister's

Offices, the Judicial Power, and some development agencies.
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205. Central government expenditure absorbed around 25 per cent, of total

GDP in 1963/64 against 21 per cent in 1959-60.

C. Government expenditure policy

206, Government expenditure increased from ±46 million in 1954/55 to is65

million in 1963/64* about 41 per cent in 9 years. The government has •

made efforts to improve governmental services, in particular in agricul

ture, education and health (see Table 41).

TaBLE 41

IifKYiU Distribution of government expenditures by functions

(million ij

. .1954- 1959- I960- 1961- 1962- 19637

1. Economic services

Agriculture - 4-9 5.6 7-1 7.9 11.7 15-6

Transport 2.7 3.1 3.7 3.9 3.7 3.9

Others ' 1.4 1-5 2.2 1.8 1.8 1.9

2* Social services " 6.6 11.8 13.2 13.9 ' 13*3 13.4

Education 4.3 7-1 8.1 8.6 8.4 8.9

Health 1.8 3.1 3.5 3.5 3.4 3.2

Others 0.5 1-6 1.6 1.8 1.5 1.3

3. General services 9.0 13.6 13.7 13.1 13.3 15.5

4. Financial services 3.4 5.7 6.5 7.7 9*0 11*1

5* Unallocated 16.1 5.1 4.5 4*2 3.6 3-7

Total 46.1 46.4 50.9 52.5 56.4 65.2

Per cent of GDP 29 21 22 23 23 25

Source s • Statistical Abstract, iiconomio and statistical Division.

207. iixpenditures in economic services rose from i9 million in 1954/55

to.£21.5 million.in I963/64, which means an increase of 144 per cent in

the period. . .ithin the expenditure for economic services, expenditures

in agricultural services rose from £.5 million in 1954/55 "to £15^7 million
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in 1963/645 they tripled the two mentioned fiscal /ears. The government

is trying to improve agricultural production which has fallen since inde

pendence •

208. Social services have increased steadily from 1959-60 through 1963-64.

Stom ill.8 million it rose to £13-4 million, around 13 percent in the

latest five years. Prom 1954/55 to 1963/64 this expenditure doubled.

209. Expenditure in education grew from ±4.3 million to 8.9 million in

this period; more than doubled. Also expenditures in health more than

doubled in these 3D years.

210. Expenditure in general services-administration, defence, police and

justice-increased 72 per cent in the period. Financial services (public

debt and financial claims) almost triplied in the period due to the impli

cations of the financing policy followed.

211. With these different rates of growth, the structure of the expen

diture pattern changed in the lastlO years.

212. iiconom?.o services absorbed in 1954-55 around 20 per cent of total

expenditure, but due to the policy of agricultural promotion t.-is share

increased to 33 per cent in 1963-64- Agriculture absorbed 11 per oent

in the first mentioned year, and this share rose to 24 per cent in the

last fiscal year considered. Transport maintained its relative impor

tance in the periods absorbed around 6 per cent of total expenditure.

^^U**£iafliai--a©3?viGes*.ij*ea?eased^.'fehe-ir shares—from 14 per"ceKf"to""21 "per

cent. The share devoted to education rose from 9 per cent in 1954-55

to 15 per cent in 1959-60 but decreased after to 13.6 per cent in 1963-

64* Health also increased its share to 6.7 per cent in 1959-60 but it

decreased to 5 per cent in 1963-64 (see Table42).
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42

Structural changes in government expenditu:
(percentages)

1959-60 1963-64

22.1

12.1

6.7
3.3

15.4

6.7
3.5

22*0

11.0

100.0

24.1
6.0

2.9

20.6

13.6

4.9
2.1

17.0

1* ffopnomic services

Agriculture

Transport

Other

2. booial services

Eduoation

Health

Others

3» General services

4- Financial services

5» Unallocated

Total

Sources Table 41.

a/ Bnergency Fund is included here.

214. General services have increased very rapidly in the latest years

due to the emergency problems, the need to establish a national police
and army, etc.

215. Finally, the share absorbed by financial services has also increased

due to the lament, of the aid policy in the level of repayment of deV-

23*1

10.6

5-8

3.1

14-3

9.3

3.9
1.1

23*1

100.0 100,0

216. In connection with the investments made by the governments it is

not possiDle to separate current and capital expenditure, ^s an imper

fect indicator, it can be said that development expenditure represented

6 per cent of total expenditure in 1954-55? 17 per cent in 1959-6O5 and
20 per cent in 1963-64.
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D. ■ Government financing policy

217* During a period' of transition^ with important internal political

problems, it is not easy to develop a policy of government financing.

When public confidence does not exist in a period of struggle it is

difficult for the taxpayer to accept to continue his contributions to

the fiscal treasury.

218. But in the case of Kenya the government has developed an appro

priate- policy. Current revenues rose from ±>27 million in 1954-55 to

•E»45 million in 1963-64, an increase of about 66 pex cent in the period

(see--Table 43)-'

U 43

KEETYA.; Government revenue (million -fa)

1954-55
1955-56

1956-57
1957-58

1956-59
1959-60

1960-61

1961-62

1962-63

1963-64

Source s

Total

27.3
32.8

36.7
38.0

36.8

36.9

37.1

39-9

.44.3

45.4

Taxes r»n incom*

and wealth

Total

10.9
13.0

12.8

13.8

13.7

12.4
11.8

12.1

12-4

13.4

btatistical

Income

i

tax Others

8.1

9.1

10.4

11.3

11.3

10.4
10.0

10.3

11.1

12.3

Abstract,

2.8

3.9

2.4

2.5

2.4
2.0

1.8

1.8

1.3
1.1

Taxes on

foreign

trade

7.3

9.4
8.3

8.1

9-5
10.7

10.0

11.7
13.8

12.9

Economic and

Taxes

and

Total

4.0

5.7

5.7

5.7

6.3
6.5
7.2

7.6

9.1
9.8

on production

expenditure

Excise

2.1

2.8

2.6

2.9
3.2

3.2

3.6

3.9

5.4 ,

6.0

Others

1 1.9
2.9
3.1

2.6\

3.1

3.3
3.6

3.7

3.7
3.8

Statistics Division.

Other

reve

nues

4.9

4.7

9.7
lOvO

7.3

7.3
8.1

8.5
9.0

9.3

219« Taxes on income and wealth, paid mainly by the non-Afrioan indus

trialists and traders, increased their yield until 1958-59 but later

tax collection decreased^ the previous level can only be observed in

1963-64. Taxpayers were reluctant to pay income tax, or went away,

or sent their capital outside, or they could not obtain enough profit

or income.
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220. This reduction was compensated vith increases in customs duties.

Import duties yielded an increasing amount of money. Also excise taxes

and other indirect taxes such as stamp tax and petroleum tax, yielded

more for the fiscal treasury.

221. All these changes in tax policy codify the tax structure as it can

be seen in Table 44.

T.JBL* 44

;: Structural changes in ihe taxation system •

(percentages)

1. Taxes on income and property

2. Taxes on fox'ei&n trade

3. Taxes on domestic production

and expenditure

4. Other current revenue

Total

1954-55

39.7

27.6

14.7

16.0 '

100.0

1959-60

33.6

29.0

17.6

' 19^8

100.0

1963-64

29.5

28.4

21.5

20.6

100.0

Source a- Table 43.

222. Taxes on income and property produced in 1954-53 around 40 per

cent of current revenues, .but this share de-creased to around 30 per cent

in 1963-64.

223. On the other hand taxes on foreign trade have maintained their

relative position. .The share they contribute remains at around 28 per

cent in the period. '

224- But taxes on domestic production and expenditure increased very

much in relative terms? from 15 per cent to 22 per cent in the period.

225- This means, as a whole,- that the taxation system of Kenya which is

not so dependable on foreign trade as similar countries of Africa, has

now a more regressive tax structure based upon taxes levied on consu

mers rather than producers.
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E. The budget deficit

226. Kenya" has an unbalanced fiscal situation, comparable with other

African countries? as can be seen in Table 45*

TABU. 45

Budget gross revenue and expenditure

Years

1954-55
1955-56

1956-57
1957-58

1958-59
1959-60

1960-61

1961-62

1962-63

1963-64

Source s

Current

Revenue

27.8

32.8

36.7
38.0

36.8

36.9

37.1

39.9

44.3

45.4

(£ million)

Expenditure

46.1

47.1
46.0

44.4
46,1

46.4

50.9

52.5

56.4
65.2

Statistical Abstract, Economic

Surplus or

deficit

-18.3
-14.3

- 9.3

- 6.4

- 9.3

- 9.5
-13.8

-12.6

-12.1

-19.b

and statistics

JJeficit as per

centage of total
expenditure

39.7

30.4
20.2

14-5
20.2

20.6

27.0

23.7
21.6

30.4

Division.

227- in average, the fiscal deficit represented 30 oer cent in 1954/55-
1956/57 against 25 per cent in 1961/62-1963/64-

228, This deficit was financed through the following capital resources*

1955-56 1959-60 1960-61 1961-62 1962-63 1963-64

Grants from

UK and USA

Ibreign loans

East Africa loans

Other

Total

2.1

4.0

2.5

0.7

9-3

1.0

3.4
2.2

1.0

7.6

1.6

6.2

0.4
1.0

9.2

2.4

5.3

0.4

1.2

9.3

4.0

6.7
0.1

0.6

11.4

4.
8.
_

0.

13.

4

4

3
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229- For the Government of Kenya grants and loans from foreign countries -

have been decisive in meeting the budget deficit in recent years.

230. It must be said that during the 10-year period from 1954-55

through 1963-64 Kenya had, in its current account, three years of surplus

and seven years of deficit. This means that the government was not an

instrument for the creation of national savings in the period.
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■a. The problems of the Sudanese economy

231. The economy of the Sudan faced grave problems in recent years. Begin

ning in 1962, foreign trade suffered critical difficulties leading to

growing deficits in the balance of payments. In 1962 total exports

amounted to 79 million Sudanese pounas, but in 1964 it decreased to 68

million. On the other hand, imports rose from.89 million to 93 million

between 1962 and 1964. The reduction of total value of exports was

caused mainly by the poor cotton harvest- the total cotton exported in

1964 decreased by 37 per cent compared with the previous year. But this

decrease was partly offset hy the increase in value of gum, groundnuts,

and sesame exports.

232. In 1961-62 Gross Domestic Product rose by I4.3 per cent, while in

1962-63 it registered an actual growth rate of 0.6 per cent. In 1963-64

the situation continued to be the same 5 GDP grew approximately 0.7 per cent.

For the year 1964-65 a modest increase in the GDP was achieved. Agri

culture, the main economic activity which represents around 60 per cent

of GDP in normal times, decreased to 51 per cent in 1963-64, due to the

impact of the cotton crisis.

B. The public sector

233. Despite these difficult conditions, expenditure of the public sector,

under consolidated basis, grew from 125 million Sudanese pounds in 1962-

63 to 134 million in 1963-64.^ That means in terms of shares of partici

pation in GDP that the public sector absorbed 31 per cent in 1962-63

1/ See Economic Survey, 1964. Khartoum, 1965.
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and 33 per cent in 1963-64. Bat after considering the situation of the

country, public expenditures were reduced in 1964-65 to 1.11 million,

about 20 per cent less.

234. The public sector comprises in t;ie oudan the central government, the

Provincial Councils, the Local Councils, the Sudan Railways, the Gezira

Board, the Gash Board, the White File Schemes Board, Equatoria, Projects

Board, the Sudan Airways, the Bank of Sudan, the Agricultural 3ank, the

Industrial Bank, the University of Khartoum, the Central electricity and

water administration, the Sudan Shipping Line, the Industrial Development

Corporation and some new government-owned enterprises.

C- Expenditure policy

235- In recent years, the Sudanese government has been trying to put in

action the Ten Year Plan of Economic and Social Development 1961/&2-

1970/71.-' Thus, public expenditure has expanded in order to achieve the

planned targets. It must be mentioned that in 1961-62 a very high level

of investments had prevailed and the same is true for the fiscal years

1962-63 and 1963-64. The execution of a number of big projects has been

done in the period, e.g. the investments by the Sudan railways, the

Ministry of Irrigation, and the V/adi Haifa resettlement project. Total

investments by the public sector was £S 3.8 million more than forecast

in the Plan for its first three years. On the other hand, current ex

penditure rose very little in the three latest years, as can be seen in

Table 46.

236. In the table it can be seen that the investment effort was important

during 1962-63 and 1963-64. But for 1904-65 a reduction of investments

was made, due to the problems of financing expenditures.

1/ See Republic of the Sudan, Ten Year Plan of Economic and Social Deve-

lopment 1961/62-1970/71, 1965/66 Development Budgets, 1st July 1965
to 30th June 1966.
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TABL* 46

Public Sector iibcpenditures

Percentages

1962-63 1963-64 1964-65 1962-63 1963-64 1964-65

I. Current expenditure 76.7 78-5 75.0 61.1 58.8 67.5

Central government 58.5 59.1 60.0

Provincial councils 12.4 14.1 13,0

Changes in stocks 5.8 5.3 11.2

II. Capital expenditure 47.9 55.0 36.0 38.9 41.2 32.5

Central government 33.6 39.7 25.0

Public entities 8.2 8.5 5.0

Finance by external

non-cash aid

Total 124.6 133.5 111.0 100.0 100.0 100.0

Souroe1 Economic Survey 1964.

237- The central government expenditure policy was also aggressive on the

development side. Table47 shows, that economic services increased their

share from 54 per cent in 1961-62 to 5$ per cent in 1963-64. The reduc

tion in investment diminished the total share to 49 per cent in 1964-65.

238, Nevertheless the country has continued the agricultural promotion

policy. Around 10 per cent of total expenditure of the central government

goes to agriculture, a high share for a developing country.

239. Social services have increased the share absorbed in total expen

ditures from 24 per cent in 1962-63 to 30 per cent in 1964-65.



E/CN.14/BUD/6
Page 100

Tjl3L:- 47

Central government expenditure

Eoonomic services

Agriculture

Public works

Development

Other

Sooial services

Education

Health

Other

General services

General adminis

tration

Defence & seourity

Total

As per cent of GDP

Million Sudanese h

1961- 1962- 1963- 1964

1962 1963 1964 196

41.4

7.3

3.8

23.9

6.4

Percentages

1961- 1962- 1963- 1964-H

1965

42

10

20.1 25.3

6.1

4.6

4.6 5.0

4.3 4.8

11.2 11.7 H.6

14.0 16.8 16.6 ' 18.2

23,7

6.5

4.9

14.3

6.8 8.1 6.8 7.9

7.2 8.7 9.8 10.3

.28

6

6

16

13

10

21

5

6

13

18

9

9

6

5

14

8

75.5 90.5 99.8 86.5

18.6 22.2 24.3 ...

iP.

7

6

17

21

9

12

100 100 100 100

Sources Ministry of Finance.

240.. General services has also increased its share from 18 per cent in.

1961-62 to 21 per cent in 1964-65S due to increases in the resources allo

cated to defence.

241* The participation of central government in GDP increased from 18.6

per cent in 1961-62 to 24.3 per cent in 1964-65.
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D. Financing policy

242. The government financing system of the Sudan is based principally

on taxation of foreign trade (see Table 48). Prom 1961-62 through 1963-

64 the collection of customs duties increased* in the first fiscal year

mentioned 31 million oudaneee pounds were produced for the Treasury and

42 million in the second. This expansion permitted the increase in the

expenditure side and the absorption of a higher share in GDP.

243. But in 1964-65 exports were reduced and all the foreign trade re

turned to the level of the year 1961-62. The government collected 10 "

million Sudanese pounds less than the previous year in 1964-65.

48

Central government current revenues

Million Sudanese h Percentages

1961- 1962- 1963- 1904- 1961- 1964-
t m . X?62 1963 1964 1965 1962 1965
X' Taxes on income &, ueopertv 2.1 2.3 3.5 4.0 33 5.5-

2. Taxes on foreign trade 31.4 36.7 41.6 31.1 52.3 42.1
2.1 Tr^port duties (25.8) (29.8) (35-1) (25.9) (43.0) (35.I)
2.2 Report duties (5.6) (6.9) (6.5) (5.2; (9.3) (7.0)

3- Taxes on production- and

expenditure 1.6 1.5 0.6 11.0 2.6 14.8

4* Other current revenues 25.3 33.8 32.3 27 8 41 6 ;7 6
4.1 Profits from agri- — " ^ ' '*

cultural enterprises 6.2 13.2 8.1 4.3 10 3 5 9
4.2 Other receipts 19.1 20,6 24.2 23.5 31^3 -■■ 3lJ7

Total 6O.4 74.3 78.0 73.9 100.0 100.0
As per cent of GDP 14.9 i8>2 19.0

Sources Ministry of Finance.
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244. This reduction was partly compensated uita increases in taxes on

income and property (collections rose from 2 million in 1961-62 to 4 ■

million in I904-65) and in taxes on production and expenditure (from 1.6

million to 11 million in the same years).

245- An interesting source of government funds are the profits from agri

cultural enterprises. They rose fro,, 6 million in 1961-62 to 10 million

in 1964-65. Other receipts, like fees and other taxes on consumption
also rose in the period.

246. When government revenues are reduced because of the foreign trade
problems, the country has to replace these resources by new domestic

taxation and reduce at the same time the level of investments as shown

by Tables46and 47- 3Mb case illustrates clearly the financing problems
of many developing countries.

E. The budget deficit

247. The development policy promoted by the Sudanese Government and the
financing problems produce a budget deficit (see Table 49).

TA3I^ 49

Budget deficit

Yeara revenues Expenditure Deficit flpeSaitoe^ °f

1961-62 60.4 75-5 -15.1 20 l
1962-63 74.3 90.5 ' -162 £ &
1963-64 78.0 99.8 -21 8 2I7
1964-65 -73.9 86.5 -126 i/.l14.4

Source: Tables 47 and 48.

248. For.the fiscal year 1904-65 the relative importance of the budget
deficit was reduced after the government reduced the investments and

raised domestic taxation. Nevertheless, for financing the deficit the
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country has received grants and loans from foreign sources for the follow

ing amounts in million Sudanese poundss

1961 1962 1963 19o4 1965

Grants (net) 3.9 3.8 4.5 1.6 4.3

Loans and repayments (net) 2.2 2.8 5.6 10.2 14.5

6.1 6.6 10.1 11.8 18.8

249. But this policy resulted in an increase of the net foreign debts

of the government at the end of the following years by the amount indi-

cated in million Sudanese pounds.
1261 1£62

Net foreign debt 27.0 30.5 37-3 43.3 47.7

250. This means that the policy applied by the Sudanese government in

creased net foreign debt by 20 million pounds from 1961 through 1965*
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A. Trends in economic development

251« Tanzania is one of the few African countries in which a sustained

rate of growth has been achieved. From 1955 through 1959 "the annual com

pound rate of growth' was around 4.6 per oent. From 1960-62 until 1965

the rate of growth was 4*1 per oent at constant prices. Considering only

the monetary GDP the annual rate of growth was 5.7 per cent in this period.

to 1965
252. The annual compound growth rate 1960-62/shows an increase of agri

culture, .by 7»2 per.icent, manufacturing "by 9-4 per cent, commerce by 7.2

per cent, mining "by 5«9 per cent, construction by 6.6 per cent, etc.

253. In order to obtain these results the country increased the share of

capital formation in the monetary GDP to 17 per cent in I960, 19 per cent

in 1961, 16 per cent in 1962, 15 per cent in 1963? 15 per cent in 1964

and 19 per cent in I965 (provisional estimate). Gross capital formation

rose from £23 million in i960 to £36 million in 1965, an increase of

around 56 per cent-

254. Foreign trade has been favourable to the country. Exports of sisal,

raw cotton, coffee, diamonds, cashew nuts, manufactured woods and some

other articles have increased in quantity and/or value from I96I to 1964.-='

But in 1965 the price of sisal decreased, as well as that for ooffee and

many other export products. Total exports dropped from £70 million in

1964 to £>63 million in 1965- This produced an impact in the fiscal situa

tion.

l/ Exports to countries outside i^ast Africa.
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B. The public seotor

255. There are different levels in the institutional framework of the

Tanzanian public seotor. In the first place is the Central Government

which is organized into districts* these districts are combined into 17

administrative regions each headed by a political appointee of the Central

Government,

256. The Central Government comprises the President's Office, the First

Vice-President's Office, the Second Vice-President's Office, the National

Assembly and the Judicial Power. The Administration is formed by the

following Ministriess Forei^i Affairs$ Treasury; Defence, National Service

and Youth Services* Health; Home Affairs; Communications and i;orks| Agri

culture, Forest and "rtildiifei Industries, Mineral resources and Powers

Education; Land, Settlement and iVater Development; Commerce and Coopera

tives; Economic Affairs and Development Planning; Labours Community Deve

lopment and National Culture5 Information and Tourism; Housings and

Itegional Administration. . ■

57- The Last African Common services Organization is in charge of some

aspects.of the. administration. Local government is organized into 58

District Councils in rural areas and 15 urban authorities, each headed

t&y a legislative council of local citizens.

258. The central government absorbed 24.per cent of GDP in 1965 against
17 ^>&t cent -in I962. :■'■:. . ,

C. Government expenditure policy

259- The .Government of Tanzania has expanded public expenditure from 4.29

million in 1962-63 to &57 million in 1964-65, around 94 per cent (see

Table 50).
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E 50

TIAi Central government expenditures, oy function

(±> thousands)

1962-63 1963-64 1964-65 1965-66 1966-67
JS E

services 10,183 10,657 12,997 17,437 16,441

Agriculture 4,019 4,123 3,678 5,572 5,164
Mining 295 2&1 729 631 425
Juel and power 600 500 34 - -

Transportation 2,712 2,723 2?74O 6,600 5,941

Public works 1,721 2,043 2,941 2,151 2,468

other 836 987 2,875 2,483 2,443

2. Social services 9,231 10,266 12,279 16,703 16,302

Education 5,791 ■ 6,162 8,127 9,496 9,377

Health 2,537 2,764 2,729 3,771 3,328
Housing I75 _ 638 56l lj402

Township development 180 142 123 1,145 823

otheT ... 548 1,178 662 1,730 1,372

3. General services 7,712 9,438 11,196 13,554 12,841

Administration 3,114 3,182 3,340 3,996 3,837
Defence, Police,

Justice 4,216 5,498 7,555 9,144 8,526
Fiscal administration 362 612 301 314 478

4. Unallocated 2,483 4,726 6,381 9,903 7,333

Total (net) 29,609 35,O&9 42,853 57,597 52,917

Source; Background to the Budget. An Economic Survey, 1966-67.

260. It can "be seen in the table that financing difficulties obliged the

government to reduce expenditure for the 1966-67 "budget by around £5

million. . ■ .

261. Economic services increased from £10 million in 1962-63 to £17 mil

lion in 1965-66, more than 17 per cent, social services increased by

18 per cent? general services by 17 per cent in the period.
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1962-63

34

31

27

_8

100

1963-64

30

29

27

M

100

1964-65

30

29

25

i£

100

1965-66

31

29

24

16

100

1966-67

31

30

24

H
100

262. The relative importance of the different functions was the follow

ing in the periods

(Per cent)

1962-63 . Jl

.Economic services

Social services

General -services

Unallocated

Total

263. There are no relevant changes in the structure of expenditure by

functions in these five fiscal years, except increases in the share of

unallocated expenditures, due to the impact of public debt repayments.

264- But it is interesting to analyze the efforts wade by the government

in developing, the different sectors. Ir. Table 51 is presented the total

central government expenditures divided into productive sectors, infra

structure, human resources, general services and unallocated expenditure.

265. £xpenditure in the productive sectors, e.o. agriculture, forestry,

mining, industry, etc. maintained between the 1962-63 and 1966-67 "budgets

the share of 17 per cent of total expenditure. The individual share of

agriculture diminished in favour of other ixercs in which expenditure to

promote industry is included.

266. The share for developing infrastructure increased to 22 per cent -

of total expenditure. The relative inoortance of the road programme

grew in the period and als« the water supply programme.

267. £fforts to develop human resources represent around 30 per cent of

total government expenditure. The share for education, as well as for

health, deoreased a little between 1962-63 and ths buaget for 1966-67.
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51

bectoral distribution of central

(in. thousand,)
government expenditure

4*

Percenta,^

1. Productive sectors

1962-63 1966-67(b) 126.2-63 1966-67 (£)

2. Infras true ture

rtater supply

Railways

Aviation

Roads

Fuel and power

Township development

Public works

3- Human resources

Education

Health

Housing

Others

5,051

Agriculture, forestry, etc. 4,019

Mining

Other

services

5« Unallocated

Total

295

737

836

235

87
2,390

600

180

1,721

5,791

2S537

175
54b

7,712

1,746

039

5,164

425

3,450

6,049 11,675

2,4^3
100

293

5,546

823
2,468

9,051 15,479

29,009 52,917

17.1

13.6

1.0

2.5

20.4

2.9
0-8

8.2
2.0

0.7
5.8

19.6

8.5
0.6

1.9

26.0

100.0

9.8

0.6

6.5

22.1

4.5
0.2

0.6

10.5

1.6

4.7

29.2

17.6
6.3

2.7
2.6

24.3

100.0

Sources Table 50,

268. General services were reduced from 26 per cent to 24 per cent and
unallocated expenditure increased few )er Gont points.
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269. In connection with the distribution of expenditure between recurrent

and capital items the following shares show the efforts to increase

investmentss

1962-63 1963-64 1964-65 1965-66 1966-67

Iieourrent expenditure &0.7 79-3 76-3 62-9 74.2

Capital expenditure 1^,3 20.7 23*7 37.1 25-8

Total expenditure 100.0 100.0 100.0 100.0 100.0

270. In absolute terms capital expenditure increased from £5-6 million

in 1962-63 to £20.7 million in 1965-66, almost four fold. In the 1966-67

budget this amount was reduced to £12 million. In Table 52 the distri

bution of investments is presented.

271. Investments are mostly concentrated in infrastructure, mainly roads

and public works. Investment for increasing production is also consi

derable.

272. On the other hand, investment for developing human resources, e.g.

construction of schools? hospitals, housin6? etc. was drastically dimi

nished in the budget for 1966-67.

D. Financing policy

273* Recurrent revenue has increased in Tanzania from £25 million in

1962-63 to £35*7 million in 1965-66 (by 43 per cent). For the fiscal

year 1966-67 a further increase to £39 million is expected. In recent

years a significant change has been the diminution in revenue from govern

ment property, arising from -the- transfer of state investments from the

government to the National Development Corporation.

274. The increased yiela from indirect taxation lias resulted from the

introduction of new internal taxes and from a series of increases in
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TAK2iAlrlAi

52

Capital expenditure of the central government

(£ thousand)

1. Infrastructure

1962-63 126.3_z64 1964-65

2,583 2,020 3,573

kl

7,470

Power

Transportation &

communications

Township develop.

Public works

600

1,055
301

627

500

1,077

295
148

1,

1»

34

264

568

707

937

4,767
209

1,557

2. Production

3- Human resources

4. Miscellaneous

1,670 2,042 2,660 7,445

1,304

117

1,262

1,088

2,350 4,034

1,360 772

1966-67(E)

5,739

3,716

61

1,962

3,706

919

1,973

Total capital exp.

1. Infras true ture

Transport &

communications

Township develop.

Public works

2. Production

3« Human resources

4. Miscellaneous

Total

Sourcei Background

5,674

11

19

5
ll

29

.11

2

100

to the

6,412 9,943

(percentages)

31 36

7

17

5
2

32

20

17

100

Budget. An

13

6

17

27

23

14

100

Economic

20,721

38

5

24

1

8

38

20

4

100

ourve.y,

12,337

47

30 ■ .

1

16

30

_L

16

100

1966-67.
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customs and excise duties. On the other hand, the growth in direct tax

ation has largely sprung from the.introduction of a development levy and

from increases in personal tax. The introduction of the Pay-as-you-J^am

System, of taxation as from 1 July 1966 is expected to produce a favourable

impact on the revenue yield from direct taxation.

2?P« In Table 53 the collection of recurrent revenue is presented, sepa

rating direct and indirect taxation, as veil as other revenues.

TABL.J 53

TAKZA1IA; lie ourrent revenue.

Direot taxation

Indirect taxation

Government property

Miscellaneous

Distributable pool of

revenue

Total

Direct taxation

Indirect taxation

Other revenues

1962-63

6.2

14.5

2.4
1.2

1963-64

7.1
16.6

2.6

1.2

1964-65

7.7
. 20.2

3.2

1.8

1965-66

8.8

22.2

2.0

1.8

1966-67

10,4 "

23.9

1.9
2.2

0.7 0.6

25.0 . 28.3

(Percentages)

24

"58
18

100

25

59

100

33.8

23
60

-21

100

35.7

25

13

100

39.3

26

61

100

Sources Background to the Budget, An economic bu^vey, 1966-67.

276. As a consequence of the tax policy, indirect taxation has increased

its share in the total current revenue.

E. Budget deficit

277* The;.-expenditure policy h^s- .meant; an- expansion of the capital expen

diture and an effort to build infrastrucfihire and 'develop production7,"

This policy lias been financed through recurrent revenues as well as capital

receipts. The difference between total expenditure and recurrent revenue

is shown in Table 54.
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Li;:

SLiS 54

Budget deficit

1962-63

1963-64

1964-65

1965-66(3)

1966-67(B)

recurrent

revenue

25.0

28.3

33.8

35.7

.39.3

To tal

expenditure

29.6

35.1

42.8

57-6

52.9

Deficit

- 4.6

- 6.8

- 9.0

. -21.9

-13.6

Deficit as

percent of

total

expenditure

15.8

19.4

20.9

38.0

. 25.6

Recurrent revenue

Recurrent expenditure

burplus or deficit

>• As it can be seen the relative importance of the budget deficit grew

until the: fiscal year 196-5-66.

279. In connection with the recurrent account balance the figures in h

million are the following*

■ 1962-63 - 1963-64 • 1964-65 1965-66(E) 1966-67(-

25.0 2b.3 33.8 35.7 39-3

23.6 27.1 31.6 36.4 39.2

1.4 1.2 2.2 -0.7 0.1

280, Capital expenditure is financed "oy an insignificant amrunt «f

government savings. Thus the government has used different sources of

funds to balance the budget as followss

1962-63 1963-64 1964-65 196 5-66 (iS

External loans 0.3 1.4 2.9) A c

External grants 4.9 1-3 1.0)

Others .5 4.8 6.3 6.0

Total 5.7 7.5 10.2 10.5

1966-67(4)

6.4

0.5

6.8

13.7
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281. Internal grants were an important source of capital financing until

I964-65. This policy was changed and external loans increased rapidly

after 1964-65.

282. The sources of external funds are mainly the governments «f the

United Kingdom, United states, ifest Germany, Israel, Sweden, Netherlands,

China, Ireland, Canada and Denmark. Private trust or funds have oome

from British, American and Irish sources. The multilateral sources come

from IDA, UU3SCO, liefu&ee Services and Nordic Council,
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UETTiiD* ^tA3 I

A. Development strategy of the UATt

283» The United .arab republic has given a great importance to the public

sector in the direction of economic and social development. In the last

decade, the government has nationalized almost 80 per cent of the Egyp-

tian industry^ the transportation systems the "banking, savings and insu

rance companies, the administration of foreign trade, and so on. The

economic system has been changed from one of predominantly private enter

prise to an extensive publicly owned and regulated economy. The co-ordi

nation of the public sector is made through comprehensive development

planning.

284. For a better execution of the planning process in 1962 the Ministry

of Planning was established as the head of all the planning processes in

the .Republic. Before, in I96G, an Institute for National Planning was

created as an independent unit for research sxd training of public offi

cials in the planning techniques. In I962 the Public Authority for the

Execution of the Industrial Five Year Plan was created.

285. In July I960, the UaK Government adopted a comprehensive economic

and social development plan. The general comprehensive plan began in the

fiscal year 1960/61 and ended in 1969/70, and for its implementation it

is divided in two five year plans; the first covers from I96O/6I to 1964/65

and the second from 196 5/66 to 1969/70. ISach five year plan is executed

through annual plans, co-ordinated with the public sector budget,

286. The target to double national income was established for a period of

ten years. To accomplish this goal a great emphasis was given to the

industrialization process, building up at the same time a "sound and balanced

economy fulfilling all in all the satisfaction of local consumers needs,

the formation of capital and the import-export requirements."—'

1/ National Planning Committee, General Frame of the Five Year Plan for

Economic and oocial.Development, Cairo, I960.
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287. The increase in industrial output is the main element of the plan;

from a 43 per ce.it in 1959/60 of the total output, it will occupy 51

per cent in 1969/70. Agricultural output will represent approximately a

20 per cent of the total, and transport and other "basic development acti

vities around 12 per cent.

288, Important governmental decisions, like the nationalization of the

Suez Canal, the construction of the High Dam in Aswan? the promotion of

an effective land reform and the foundation of a Socialist republic through

the approval of the laws of July 1961, in which almost all the industrial

sector, all the banking, saving, insurance and foreign commerce sectors

were nationalized, had a big impact in the structure of the public sector

and therefore in the frame and procedures of the annual budget. The

adoption of a systematic planning- in I960 influenced also the fiscal

budgeting.

2o9. The Five Year Plan is executed every year through annual plans. The

annual plans are divided in the public sector annual plan and the private

sector annual plan. In the case of the public sector, "the need for trans

forming the budgetary system is reinforced by the change in the function

of the budget itself. Traditionally? the budget was used as a tool of

fiscal control. Now, it has become a tool of planning. The budget is

simply the plan of the Public Sector. Since the Public Sector is taking

the responsibility for implementing the largest part of the National Plan,

the budgetary system has had to be adapted to the frame of the

1/ National Bank of ^gypt, Economic .Bulletin, Vol. XV, Nos. 2 and 3,
Cairo, 1962.
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290. The fiscal budget, thus, is the instrument for the execution of the

development strategy- in the short term. This strategy involves two

main concepts 1 (l) the mobilization of resources through the public

sector, and (2) the allocation of resources for an intensive process of

industrialization and construction.

291 Following this strategy the ILUi has achieved interesting results*

the annual growth rate has increased from 2-4per cent from 1952/53

through 1956/57 to 5.4 per cent from 1956/57 through 1961/62, Tata pre

pared by the Ministry of Planning- shows that GDP had increased at a rate

of 6.5 per cent between 1959 and 1965* with varying increases according

to the sector, ranging in different percentages. From 1959/60 through

1964/65 agricultural production increased by 26 per cent, industry 102

per cent, electricity 141 per cent, transportation 26 per cent, housing

15 per cent, public utilities 41 per cent, etc. Total production rose

40 per cent in the period.

292. For obtaining this rate of growth the country has expanded invest

ments accordingly. Gross capital formation increased from 12.5 per cent

of UUP in 1959/60 to 18.2 per cent in 1963/64. Since savings were lower

the savings gap has been filled by borrowing from abroad; as a conse

quence net foreign borrowing increased from 23 per cent of £ross capital

formation in 1959/60 to around 41 per cent in 1963/64. Table 55 shows

the available information.
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\Lj 55

Gross National Product at Current Prices

(in millions of Egyptian pounds)

Provisional

1259/60 1960/61 1961/62 1962/63 1963/64

GNP at market prices 1,375.6 1,467.1 1,550.6 -1,679.8 1,886.0
Net borrowing from abroad 3^.9 35.3 76.4 115.2 140.7
Total available resources 1,414.5 1,502.4 1,627.0 1,795.0 2,026.7

Gross capital formation 171.4 229.2 248.3 299.9 340.0^
Public ourrent expenditure 193.2 210.9)-, -, a a/
rivate consumption 1,049.9 1,062,3) *'3'' x'4y-)*-i -l»ooo.(

Total uses 1,414-5 1,502.4 1,627.0 1,795.0 2,026.7 '

Domestic savings 132.5 .193.9 171.9 I84.7 199.3

Gross capital formation as

per cent of GNP 12.5 ' 15.7 16.0 17.9 18.2*/
Gross savings as per cent

of ®TP 9.6 13.2 11.1 11.0 10.7^
■-■ - - -

Source t Ministry ;of Planning. a/ Estimates.

293. But the -rapid development of industry led to growing imports, creating

a difficult balance of payments position, aggravated by the situation of

the Egyptian exports in recent years, the deterioration of the terms of

trade, etc.

B. The expansion of the public sector ,,

294. The structure of the public sector is very complex in the Uiui. The'

government is headed by the President of the Republic? there are various .

Vice-Presidents. The legislative branch is represented by the National - ■ .-

Assembly. The Executive branch comprises also the Ministries of Interior,.

Foreign Affairs, Justice, Jar, Local Adniinistration, Treasury, Economy, .

Planning, Supply, Hakfs, Public Health, Scientific Research^ Culture and
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National Guidance, Education, Higher laducation, Communications, Industry,

High Dam, Public Works, Agriculture, Agrarian rieform and Land Heclamation.

295* As a result of_ the government expansion, there are a number of decen

tralized agencies and public enterprises. These entities are controlled

through two kinds of agencies* the Public Authorities and the Egyptian

Public Organizations. The Public Authorities are single enterprises that

generally carry on the traditional.government business activities such as

railways, posts and telegraph, and consequently they are tax free. On

the other hand most of the many enterprises of the Egyptian Public Orga

nizations are organized as joint-rstock companies, and the board of the

organization is similar to a general assembly of shareholders. In many

cases the Egyptian Public Organizations hold 100 per cent of the shares,

but in some only 50 per cent is owned.

296, The decentralized agencies develop their activities in different

sectors'. For instance, in the agricultural sector exists the f«ll«wing

Egyptian Public Organizations? for Agricultural Co-Operatives, for Desert

Reclamation, for Land Development and Agrarian Land Heclamation. The

Public Authorities ares for Agricultural Production and for Agrarian

Reform. In other sectors exist the High Dam Agency, the Public Authority

for the Five Year Industrial Plan. There are also many agencies for culture

and recreation, and for social security, like the Public Authority f»r

Insurance and Pensions and Egyptian Public Organizations for Social Insu

rance.

297. In the public enterprise level exist eight different types. The

mining enterprise is the Egyptian Public Organization for Mining. The

energy enterprises are the Egyptian Public Organization for Electricity

(Cairo Electricity and Gas Department, Hydroelectric Power Department

and the Committee for Electrification of the Republic)? and the Egyptian

Public Organizations for Petroleum. The industrial enterprises are the
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Egyptian Public Organizations? for Food Industries, for Spinning and

leaving, for.Government Printing Offices, for Chemical Industries, for

Metal Industries, for Buildings and Ceramics, for kilitary Factories and

Airplanes, and for-Productive Cooperatives and Small Industries.

298. The transport and communications enterprises are the Public Autho

rities for Egyptian Railways, and for wire and dreless Communications,

and the Egyptian Public Organizations for Maritime Transport and for

Inland Transport. Two other entities also exists the Post Office Autho

rity and the Suez Canal Authority.

299- In the sector of housing and public utilities there are different

Egyptian Organizationss for Civil Works Contracts, for Housing and Public

Buildings Contracts, for Public Utilities Contracts, for Public Buildings,

for Public Housing, for Housing and rehabilitation, etc.

300. The supply and storage enterprises are the Egyptian Organizations:

for Consumer goods? for Aquatic Kesources, for Silos and Storage, and

for Flour Mills, ilice Mills and Bakeries. In the trade sector there are

three Public Organizations 1 for Trade, for Cotton Trade, and the Cotton

Committee. The Public Authorities ares for the Promotion of Exports,

and for lidiioitions and Fairs.

301. Finally, the financial enterprises are; the Central Bank and the

Egyptian Public Organizations! for Banks, for oavings, and for Insurance.

302. The local governments are the governorates of Cairo, Alexandria,

Port Said, Ismailia, Suez, Kalicubia, Sharkia, Dakhalia, Damietta, Menoufia,

Charbia, Kafr El Shaikh, Behera, Giza, Fayoum, Beni-Suef,'Minia, Assiut,

Sohag, Qena, Aswan, Metruh, New Valley and Red Sea.

C. Expenditure policy

303. The government of t,he Uak has adopted an aggressive expenditure

policy, in the revolutionary era, starting from 1952-53. In 1951 the

government budget reflected a traditional structure? government activities
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were very minor and the private and foreign sector carried out the prin

cipal activities of the economy. But after the revolution in 1952 and

following years the activities of the government increased rapidly. In

1951-52 the government expended 234 million Egyptian pounds? in the fiscal

year 1959-60 this amount doubled to 501 millionu and in 1964-65 more than

doubled again to 1,183 million. In 13 years, "between 1951-52 through 1964-

65 government expenditure rose five fold.

304. In 1951-52 government expenditure absorbed 12.8 per cent of GDP.

In 1959-60 this rate was 19.6 per cent. And in 1964-65 was around 57

per cent,

bectoral distribution of government expenditure

305. Table 56 includes the expenditure of the public sector (central govern

ment, local authorities and net transactions of state enterprises) for the

period 1951-52 through 1964-65. Impressive increases can be seen in

agriculture, electricity, Hi^h Dam, Industry ana Housing. On the other

hand a reduction in relative terms can be observed in irrigation, trans

port, defence, education, health, supply and storage, organs of state,

and finance and commerce. The reduction of these shares does not mean -

the government is expending less money in these sectors; it means that

the increased resources have been channelled to the above mentioned sectors

with higher priority. Despite the decrease in percentages, the expendi

tures in defence, education, health, have more than doubled in the period.

306* The structural changes of the government expenditure system can be

seen more clearly in Table 57* Productive sectors - agriculture and

industry - increased their share of the total expenditure from 5 per cent

in 1951-52 to 27.9 per cent in 1959-60, and 23-7 per cent in 1964-65.

Industry is the sector which has increased more impressively in the-period,

due to the public policy mentioned in previous paragraphs.
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TABL.-L 56

UAlu Expenditures of the Government "by Sectors

"... (millions

Sectors

Agriculture

Irrigation & drainage

Electricity

High Lam

Indus try

Transport and

Communications

Suez Canal

Housing and Public

Utilities

Defence-, Police

and Justice

Education

Health

Culture and

Recreation

Social & Keligious

Supply & Storage

Scientific Research

Organs of State

Finance.& Commerce

Various Projects

To'tal

1951- 1959- I960- 1961- 1962- 1963-

1252... 12_6O 1961 1962 1963 1964

5-9

2.4

5.9

18.9

0.3

5.3

16*0

62.6

23.3

18.5

26.5

76.3

31.0

28.4

40.4

89.1

27.6

34-5

59.7

26.9 54.1

7-3

10.7

2.3

8.7

38.0

7.5

51.9

7.2

3.5

16.6

36.3

13.9

12.2

19.7

5-0

15.2

69.4

11.6

19.1

13.4

47.8

7.5

13.5

75.9

26.2

17.4

53.0

7.9

15.8

88.6

1964-
1965 ^

105.4

27.6

39.0

56.9

4.8 114.8 123.8 120.0 172.1 190.5 163.9

8I.4 8I.5 8I.4 79.3 112-9

19.0 18.0 21.5 21.0 21.1

11.6 35.6 32.9 86.1 89.3 96.3

7.0.9 97.6 103.3 118.4 138.2 156,3 172.1

40.2 06.8 63.O 73.8 88.6 92.0 96.5

10.1 13.6 13.4 20.8 28.8 31.2 44.3

33.4

19.9

57.5

8.3

17.7

92.6

18.0

234.7 "501V3" ' 669.4 743-3 970.0 1079.4
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Sectors

Agriculture

Irrigation &. drainage

Electrici-fcy

High Dam

Industry

Transport and

Communications

Suez Canal

Housing and Public

Utilities

Defence, Police

and Justice

Education

Health

Culture and

Recreation

Social--nd Religious

Supply,and Storage

Scientific liesearch ■

Organs of State

Finance L.nd Commerce

Various Projects

Total:

Source: Budget statement

TABLS 56(continued)

(Percentages)

1951-
1952

3.3

6.3

1.2

-

2.0

12.4

-

2.5

30.1

17.1

4.5

1.0

2.5

b.o

0.1

2.2

6.8

-

100.0

■ 1959-
. I960

5.0

■3.4

2.8

2.6

22.9

10.8

-

2.3

19.5

13.3

2.7

1.3

1.5

2.1

0.5

1.7

7.6

-

100.0

1960-

1961

7-1

4.0

2.4

2.4

I8.5

12.2

■2.9

5.3

15.4

9-4

2.0

1.1

7.O

1.1

0.5

2.5

5.4

-

100.0

1964-65, Caiir>, 1964

1961-

1962

,8.4

3.2

2-5

■3.6

16.2

10.9

2.4

4.4

15.9

9.9

2.8

1.9

1.6

2.7

0.7

2.0

9.3

1.6

100.0

1962-

- 1963

7.8

3.2

2.9

4.2

17.7

8.4

2.2

tf.8

14.3

9.3

2.9

1.9

1.4

4.9

0.8

1.4

7.9

-

100.0

1963-

8.3

2.6

3.2

5-5

17.7

7.3

1.9

8.3

14.5-

8.5

2.9

2.4

1.6

4.9

0.7

1.5

8.2

-

100.0

1964-

8.9..'.

2.3

3.2

4.8

13.8

9.5

1.7

8.4

14.5

8a

3.7

2.8

1.7

4.8

0.7

1.4

7.8

X.9

100.0
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£ 57 t ■

UA:!; Structural Changes in the Expenditure Pattern, 1951/52-1964/65

(percentages)

Sectors

1* Productive sectors

1.1 Agriculture

1.2 Industry

2. Non-productive sectors

2.1 Services

Education

Defense, police and justice

General services

Other services

2.2 Infrastructure

Irrigation . ■•

Electricity

High Dam

Transport

Others

Total

1951-52 1959-60 1964-65

3.3

2.0

94.7

72.3

17.1

30.1

9.0

16.1

22.4

6.3

1.2

-

12.4

2.5

27.9

5.0

22.9

72.1

50.2

13.3

19.5

9.3

8.1

21.9

3.4

. 2-8
2.6

10.8

2.3

22.7

8.9

13.8

77.3

47.4

8.1

14.5

9.2

15.6

29.9

2.3

3.2

4.6

11.2

8.4

100.0 100.0 100.0

Sources Table ^6.
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307. Non-productive sectors absorbed around 95 per cent in 1951-52 against

77 per cent in. I964-65. . Si'forts in development infrastructure have "been

made, sacrificing to a certain extent the services5 the share devoted to

infrastructure increased from 22 per cent in 1951-52 to 30 per cent in

1964-65, But, on the other hand, services decreased from 72 per cent in

1951-52 to 47 per cent in 1964-65. This is a result of the strategy of

development adopted in the UiL.i education and defence have decreased in

shares (not in absolute terms) because, in this stage of development,

efforts have been concentrated in developing infrastructure and production.

Economic distribution of public expenditures

308. The structure of the expenditure budget analyzed in terms of economic

items shows for the central government, under gross basis (without elimi

nation of transfers to the rest of the public sector) that about one third

of total gross expenditures goes to investments. From this share, about

47 per cent is absorbed in the operation of public administration and 22

per cent is absorbed by current transfers, especially to the state enter-

prices. Gross capital formation represents around 27 per cent in recent

years (see Table 5^).

The pattern of government investments

3O9# The UAK has an income per head of around &130, This means that at

this stage the country needs to accelerate its economic development. It

is not strange that public investment is concentrated in developing infra

structure and production.

310. Table 59 shows the total amount of public investment and the sectoral

breakdown. In 1951-52 the country invested 5& million pounds against 438

million in 1964-65. Development of infrastructure occupied around 50

per cent of total government investments (services and business budget

consolidated) in 1962-63. This share has been reduced to 44 per cent
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, 58

Central Government Gross expenditure, by Economic Items

(million « ij)

w Items - 1962-63 1963-64 1962-63 1963-64

I. Current expenditures 925 1,051 69 68

1. Operating expenditure 642 712 47 46

1.1 Personal emoluments 216 242

1.2 Non-personal services 97 104

1.3 Supplies & materials 225 249

1.4 Others 104 117

2. Current transfers 283 337 22 22

2.1 Pensions 14 15

2.2 oubsi&ies to persons 6 7

2-3 Subsidies to prices 36 32

2.4 Subsidies to private

enterprises 3 2

2.5 Payments to local

administration 8 12

2.6 Payments abroad - 3

2.7 Transfers to public ■■■

enterprises - 216 268

* II. Capital expenditure 413 490 31 33

1. Construction 362 411 27 26

* 2. Acquisition of equipment 6 8

3. Capital transfers 10 12

4. Amortization of public debt J_ 59

Total 1,340 1,541 100 100

Sources itetimates based upon figures of the Budget .statement 1963-64.
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48

8

39

23

12

49

4

26

8

14

22

56

36

16

44

8

14
21

51

40

15

table 59

ii_^ Investment Expenditure of the Public sector (estimates)

.Million fcg Percentages

1962- 1963- 1964- 1962- 1963- 1964-
Sectors ■ 1963 1964 1965 1963 1964 1965

1. Development of Infra

structure 183 178 193 50 43 44

Transport and commu

nications

Suez Canal

Irrigation and drain

age

Electricity

High Dam

Housing and public

utilities

bupply and storage

services

2. Development of pro

duction 134 196 199 il 48 46

Agriculture 26 55 70

Industry 108 141 129

3. Development of human

resources 33 31 40 989

Education 12 10 11

Health ■ 7 7 9

Cultural services 7 9 13

Social services 2 2 3

Scientific research 5 3 4

4- General services 13 6 6 4 11

Administration 5 - -

Defence, police 6z justice 2 2 1

Financial &.commercial. . '

services S_ 4 5

Total 363 411 438 100 100 100

Sources Ministry of Planning.
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in 1964-65. iifforts to increase production have continued and expanded.

Against a 37 per cent of total investments in 1962-633 they absorbed 46

per cent in 1964-65.

311* On the other hand, development of human resources (education, health,

culture, social services, etc.) absorbed about 9 per cent in the period.

312. -^s individual sectors, industry represented 29 per cent of government

investments in 1964-65? the highest share; agriculture absorbed 16 per

oent| construction of the Aswan High Dam 12 per cent> and transport,

communications and buez Canal 12 per cent. These four main lines of

development absorb about 70 per cent of the total resources for invest

ments.

E. The financing policy

313» Many problems are facing the EgrP^ian economy to finance the level

of expenditures and investments. Since the public sector is so great and

includes many state enterprises, the financing structure presents some

special characteristics.

314» revenues derived from taxation represent only 60 per cent of total

receipts. The rate of services and surplus produced by state enterprises

aocoUnt for almost 30 per cent of the total revenues and the rest is ■

provided by extraordinary receipts (see Table 60).

315» In "the fiscal years 1962-63 and 1963-64j the general government

budget shows a deficit in current account. In the fiscal year I964-65

a small surplus in current account can be seen. This means that almost

all the public investments are financed by capital receipts,, for example,

loans from internal and external sources.
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60

General Government Revenues—' (ijiillion

1962-63
actual

218

Hi

31

67

17

19

398

-46

1963-64
aUstiraatee

286

39

69

18

13

423

469

-44

1964-65

intimates

.311

203

' ' 47

108

26

20

514

496 *

+18 , ■

1. Kevenues from taxation

2. Other revenues

2.1 bale of services

2.2 Surplus of state enterprises

2.3 Extraordinary receipts

2.4 Miscellaneous

Total revenues

Total current expenditure (net)

Balance for investments

Source! Ministry of Treasury,

a/ Includes central and local government (services budget),

316. The taxation system absorbs around 13 per cent of total GNP, a

share not sufficient for a country with such a heavy public sector. It

is composed of taxes on foreign trade, on income, on property, and there

are also inheritance duties, excise duties, and stamp duties. The amount

collected from taxes and duties is presented in Table 61.

317* Taxes on foreign trade are levied on imports and exports. Import

duties represent about. 50 per cent of total revenues in the Services

Budget. In 1962 specific duties were replaced with ad valorem duties on

most imported goods. Certain items, such as coffee, tea, motor cars,

and tobacco were subject to inoreases in rates, while the rates were re

duced for chemicals, medical equipment and others. About 50 per cent of

total import revenues is derived from the duty on tobacco, the imports

of which have been quite stable in the last ten years.
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TA3L.. 61

is Revenues from Taxes a,nci Duties

1.

2.

3.

4.

5.

6.

-

1957-

Taxes on forei&n trade 81

1.1 Import duties

1.2 Export duties

1.3 Others

Taxes on income

2.1 Profits

2.2 tfages

2.3 Defence

2-4 Others

Taxes on property

Inheritance duties

Excise duties

Stamp duties

Total

67

9

5

34

11'

'5

5

. 13

X5

3

18

6

150

Source! Ministry of Treasure.

1958-

83

69

8

6

32

11

5

4

12 ,

17

3

24

8

165

1959-
1960.

85

78

2

5

32

10

5

4

13

16

3

23

8

166

1960-

1961

91

85

1

5

35

12

5

7

11

!7

3

26

9

180

19ol-

1962

101

98

_

3

33

13

6

5

-9

15

3

28

10

190

1962-

1963

121

120

-

1

33

14

7

6

6-

1^

3

35

10

218

1963-

145

142

-

3

4?

17

8

11

-11

28

4

50

12

286

1964
1965

170

167

-

3

47

15

8

12

12

?8

SO

311

318, On the other hand revenue from export autiesis small; some revenue

is derived from a tax on the export of rice? oninns, and petroleum. -

319-.Income tax has a schedular system introduced in 1939.' In 1949 this

tax.was supplemented by a &lo"bal tax levied on total income oi' physical

persons. The schedular taxes are levied on incomes of private'persons
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and corporations, derived from labor, earned as profits from commerce and

industry, and derived from capital invested in movable capital. Taxes

on wages and salaries are uitnheia oy the employer, and taxes on interest

and dividends are withheld by the paying companies.

320. Taxes on.property are levied-on land, buildings and on inheritance.

All arable land is subject to tax on the basis of its "annual rental

value," assessed ever^ ten years by a special central department. Taxes

on buildings are also paid on the "annual cental value." The inheritance

tax is levied on the total estate and on shares of inheritance.

321. Taxes on income and property produce from 25 to 30 per cent bf total

revenues of the Services Budget (see Table 62.

lrLb.Lj.ij Od

UAiis Structural Changes in the Taxation System

1957-58 1959-60 1964-65

1. Taxes-on income and property

2. Taxes on foreign trade

2.1 Import duties

2.2 Export duties

2.3 Others

3. Taxes on domestic production

and expenditure

4» Other tax revenues

Total

Source s Tabie £,->

322. Taxes on domestic production and expenditure are formed principally

by excise taxes. There is no general sales tax in the UjLl; excise taxes

are levied on su6ar, cement, benzine, alcohol, cotton, wool, mazout, etc..

32

2k

42

5

4

11

-2

100

i£

2L

46

1

4

13

_6

100

22 "

- 53

-

l

Ik

-2

100



Page 131

All these taxes have been increased in recent years. The contribution

to the budget financing increased, therefore, from 11 per cent of total

revenues in 1957~5& to 16 per cent in i19a4-65-

323. Another tax is the stamp duty, levied on all deeds, documents,1

application's, registers, -contracts, &as, electricity and water supplies,

electricity and gae consumption. This tax produces around 5 pe*1 cent of

total tax. revenue*

E. The budget deficit

324« In the United .arab Republic the budget-deficit is chronic. In

Table 9 the total .deficit is presented fox- the period 1951-52 to I964-65.

After the fiscal year 19.) 3-54 the budget iS'inore unbalanced and with the

exemption of 1957^58 and 1958-59 the budget shows a higher deficit.

325. In the period 1951-52 to 1953-54 the average percentage of the

deficit in total expenditure was 10.1 per cent; but in the period 1962-63

to 1964-65 was 27.6 per cent.

326, Budget deficit seeras to be accommodated to the general conditions

of the UAR economy. This deficit is financed.through foreign loans the

country obtained both in western and Jiastern developed countries, and

through monetary expansion, enough to satisfy the monetary needs of an

economy in continue-!^ growth-; ■ ■■ -■
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UAiiS

TABLS 63

a/
The Budget Deficit^

(£E million)

Fiscal years

1951-52

1952-53^
I953-54V

1954-55^
1955-56^/
1956-57^

5

1958-59^
1959-60^
1960-61-^
1961-62^/
1962-63

1963-64

1964-65

revenue

194.8

199.3

212.3

232.4

292.8

276.3

333-9

403.3

444.8

540.5

550.3

727-5

775.3

829.3

of Egypt3

Expenditure

233.6

209.8

233.0

269.9

340.3

358.1

335.3

430.2

511.1

700.1

779.7

970.0'

1079.4

1184.4

Deficit

- 38.8

- 10.5

- 20.7

- 37.5

- 47-5

- 81 8

- 1.4

- 27.0

- 66.3

-159.6

-229.4

-242.5

-304.1

-355.1

Deficit as a

percentage of

total expenditure

16. 5

5.0

8.8

13.8

13-9

22.8

0.4

6.2

12.9

22.8

29.4

25.0

28,1

29.9

, Economic Bulletin, Vol. XVIII, No. 3« ■sources National Bank of 1965.

a/ Figures as from 1957-58 are budgetary estimates.
_b/ Development "budget revenue is not included while its expenditure isj

this revenue was composed mainly of loans.
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1* Algerian Direction Geaerale du Plan et des etudes economiques5 sous-

direction des statistiques^ Annuaire Statistiques, I96I..

2. Basutolandi (i) Reports on the Finances and Accounts for the finan
cial years, 19^9? 1962 and 1963» (ii) Reports for the years 1959
and 1961 (KMSO, London).

3. Bechuanaland Protectorate Reports, 1959 > I960 and 1963 (HMi>0, London),

4- Congo, Hepublique Democratique du? Bulletin trirnestriel desstatis-

tiques Kenerales, decembre, 1964.

5. iiithiopias (i.) Statistical abstracts, 1963 and 1964? (ii) iiiconomic
review, June ana ITovember, I960, and February, 19625 (iii) National
Bank of Ethiopia Quarterly Bulletin, September 1965.

6, Gabons fcinistere d'jitat charge de 1'iJconomie Rationale du Plan et

des Kinesi Situation jjconomique et Sociale, 19^3* 1964. '

7. Gambia: (i) Financial reports with appendices for the years 1961 and
1962? (ii) Gambia, 1962 and 1963 (HM&O, London).

8. Ghanai. Reports of the Accountant General with financial statements
for the years ended 30th June 1959? 1961 and .1962$ (ii) Central

Bureau of Statistics;; (quarterly Digest .of statistics, December

1962-March 19655 (iii) Economic Survey, 1963 and 1964.

9. Ivory Coasts Ministere des Finances des Affaires iijconomiques et du

Plant (.i) Situation £conomique de la Cote d'lvoire, I960 and 19625
(ii) Bulletin Mensuel de btatistique^ no. 2, 19645 no. 1, 1965-

10. Kenya: statistical Abstractss 1961, 1963 and 1964.

11. Liberias (i) Reports of the Treasury Department for the period. ...

1 October 1959 to 30 beotember- 19^4? (ii) Bureau of Economic re

search and Statistics^ The Executive Mansion Division of Statis

tics^- GT neport ICo. 1QI, revenues of the Government of Liberty

1939-60": : ^\

12. Madagascar; Commissariat General au Plan, Tananarive 1 ^conomie

, Evolution 1950-1960.
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13. Malawi! Financial Statements foi? the years 1959/60 - 1961/62 (Kyasa-
land Protectorate) and 1963/64$ (ii) Federation of Khodesia and
Nyasaland Monthly Digest of Statistics, 1960-62;; (iii) The Monetary
Area of Northern Rhodesia, ITyasaland and bouthern iihodesia Quarterly

' Bulletin of Financial Statistics, January 1964-January 1965*

14. Mauritius, Colony of % Financial reports for the years 195^/59 and
1959/60.

15. Moroccos Annuaire Statistique du Maroo, 19o0 and 1961.

16. Niger, ;eput>li<iue din (i) Annuaire Statistic^a 1962$ (ii) Bulletin
du btatistique no. 17, Ier trimestre, 1963; no. 20, 4me trimestre,

1963.

17. Nigeria,! Federal -..epublic of; ^eports of the Accountant-General yjth

financial -statements for the years ended 31 March 1959 > 1962, 1963»

1964.

18. Nigeria, Northerns Reports of the Accountant-General of the region,

1959-64.

19. Nigeria, iiksterns Keports of the iiccountant-General of the region

with financial statements, 1959-1964-

20. Nigeria, Westerns (i) Report of the accountant-General of the r.estern

■ Kegion-mth .financial statements for the.year ended 31st March 1959;

(ii)' The Accounts of the Government of the ..'estern liegion for the

years ended-.5is.t-Marcl1-.i96O and 1961. ...

21. Reunion; Republique iranjaise: Institut National de la btatistique

et des etudes iiconomiquess Annuaire ptatistique de la Reunion,

1958-60. .....

22. Rhodesia and Nyasaland, Federation ofs reports of the Controller and

Auditor-General on the Finance Accounts, Appi-opriation Accounts and

Accounts of Miscellaneous Funds for the years ending- 30th June,

1959-62^ (ii) as for 13(iii) above.-

23. Khodesia's Quarterly Bulletin of Financial Statistics; July 1965*

24. Senegal^ Bulletin Ltatistique et Eoonomique hensuels 1962^-65. ■
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25* Seychellest Annual rieport of the .xCcountant-Generals 1959-61 &nd

19631 (ii) Colonial reports for the years I96O-I964 (HMSO, London)^

(iii) Annual Keport of the Income Tax -Department for the year 1964.

26. Sierra Leone: Financial reports for the years 1958-59? 1959-60,

* 1961-62, 1962-63-

m 26# Somalia* (i) Somali National Banks Reports and balance sheets for

* the financial years 1960-61 and 1962;(ii) Planning Directorates
Quarterly Statistical Bulletin, no. 1, 1965-

28, Somalilandj former British^ (i) Report on Somaliland, 1959 (HMSO,
London)? (ii) Somaliland Protectorate Financial Statements of the

Accountant-General for the year ended 31st March i960.

29• Somalilandj former;'Italians Rapport du. Gouvernement Italien a, l'Assem-

ble"e des Nations Unies sur"1'Administration de Tutelle de la Somalie,

1959.

30. South Africa, Republic of s (i ) Part II of the reports of the Controller

and Auditor-General for the financial years 1958-59 and 1959-60$ (ii)
Monthly Bulletin of Statisticss Januar, 1960-June 1963.

31. Swaziland? Reports for the years 1959-63 (HMSO, London).

32. Togo? Republique Tog"olaise^ Ministere des Finances, de 1'iJconomie

et du Plans bervices de la btatistique Generales Inventaires

Economiques du Toko; 1959-6l? 1962-63, 1964.

33. Tanganyika? (i) Statistical Ads tract, 1959, 1963s (ii) reports and
Financial otaternents by the Accountant-General for the years ended

30th June, 195y and I96O5 (iii) Annual financial statements for the

year 196O-6I; (iv) Appropriation accounts. Revenue Statements,
Accounts of the Funds and other public accounts for the year 1961-62.

i- 34« Tunisia: (i) Annuaire Statistique de la Tunisie, 196O5 (ii) Banque
Central de la Tunisies aiapport Annuel? 1959-63.

35* Uganda1 Statistical Abstracts, iy60, 1962-64.

36, United Arab Republics National Bank of Sgypts Economic Bulletin,

V»l. XVII, Nos. 1 and 2, 1963 and Vol. XVTII, No. 3, 1965-

37* Upper Voltas Republique de Haute Volta- iiapport Economique, 1961.
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38. Zambia? . (i) Northern Khodesia Financial Reports for the Financial
Years ended 30th June i960 - 1963| (ii) as for 13(iii) above.

Publications of United nations

1. UN, Statistical Yearbook, 1965.

2. I5CA, Economic Bulletin for Africa, Vol. 1, Ho. 2, 1961.

3. SCA, Statistical Bulle.tin for Africa, Uo. 1, Part 1, November 1965.

4. SCA, Report .of the Advanced Seminar in Current Problems and Training-

Needs in Tax Aoministration, Document £i/CI\T. 14/PTSC/l, 1965*

5- ECA, Quelques aspects des relations entre les finances puoliques et le

developpement indue trie 1 dans la sous-region de 1'Afrique de l'llst,
Document B/CK..14/INR/96, 1965. ' " ' : T

6. ECAj Government £acpenditure on Social Services in selected African
Countries, Document £/CN.14/SDP/6, 1963.

7- EGA, Social Aspects of African Development Planning -Patterns and

Trends,Document E/CH.14/SDP/7.




