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SOME PROBLEMS OF FINANCIAL ADMINISTRATION TN AFATCAN COUNTRIES: -

.l Agproach

1. A number of Afrloen oountrles have formulated and adoPted 1ong—
term plans aof development 1n,the publlo sector with a view. $o promote
’eoonomlc and social development of their countries. The successful
'ﬂlmplementatlon of these plane must depend very largely, among other
‘faotors, on the nature and extent of support provlded by the publ1c
admlnlstratlve maohlnery. The role of public admlnlstratlon in Afrloan
oountrles has, therefore, of necessity, to ‘be con31dered within the. w1der
context of development programmlng. The reorlentatlon of admlnlstrat1Ve
structure and. organlzatlon to the needs of planning requlres action in

various flelde of public admlnlstratlon._ Economio plannlng needs sup-—

. port at all levels of government. Te provide the necessary support,

.admlnlstratlve problems at the central,. prov1nola1 and local level of
ggovernment will have to be reconszdered .4n order to deV1se effectlve
-framework of adm1nlstratlon at various levels of government, oontlnuous
research in organlzatlon end methode ‘preblems would be neoessary. The
flnan01a1 admlnlstratlon, however, has to play a very oru01al role ‘in
1econom1o plannlng. I% ought to develop the type of 1nformat10n on :
tpubllo sector traneaotlone Whlch 1s essentlal for draw1ng up long—term
‘plans of development. It should lend effeotlve support to plannlng
‘_ through its toole of budget management ‘and tax admlnlstratlon. Budget
lmanagement should.be developed ae ahn- effectlve 1nstrument for the imple-
”'mentatlon,of plan proaecte and the efflolenoy of tax admlnlstratlon
"tehould be 1mproved both in ﬁerms of the neede of plannlng and 1noreased
:;revenue to the government 7 r"‘he purpose of thle pepel 1s “to dlsouss some
!problems of 1mprovement in the budgetary fleld and 1n,the fleld of “tax
admlnletratlon. However9 before we set out to con51der the deS1rable
. goals in this oontext, it is necessary to take stock of the existing
:.31tuatlon and of the problems faoed by the Afrloan governments in the
,fleld of flnanolal admlnlstratlon.- Vf.~?” '

R
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Present conditions and-future‘?oale.-““"

2. The recent accession to polltlcal 1ndependence of eeveral Afrlcan
oountrles has brought about two 51gn1f10ant changes in the budgetary
fleld ks a oorollary of polltlcal 1ndependence, the netlonal 1eglsla—
tures in these countrles have come to exercise complete control over
publlc expendlture and 1ndeed on government transactlons.' Secondly,
polltlcal 1ndependence has 1noreased “the scope of government budget
thus lendlng further substance to the control exerclsed hy'the 1eglsla-
-:tures. Thls is also 1argely true oF ocuntrlee who have aoqulred 1nterna1
:i:full self—government. A lcglcal and dlreot GOrollary of this 1s the
jlnoreased Workload for the admlnletratlons. In the newly 1ndependent
-“oountrles,'some governments are aleo engaged 1n modlfylng the present
“systems of budget admlnlstretlon 80 as to brlng them in llne Wlth “the
_constltutlonal changes. “In some countrles of Engllshwexpr93510n,‘aﬁtempts
lare belng mede towards the unlflcatlon of publlc f1nan01al accounts through
ﬁthe 1ntroductlon of the Exchequer or the Consolldated Fund eystem w1th

a v1ew to eneure oontrol of leglslature over publlc expendlture.

3. Gne of, the most serious. problems faced by the African countrles
infedept;ng_thelr edmlnletnet;ve systems to the necent,constltutlonel
_Tcnengee,‘ﬁo_the incneesed‘wo;kloedrorqno_nhebneeds,of planning_in the
shortage of skilled staff. ”he shortage of skilled African personnel
é.aesumes even. greater elgnlfloanoe when it is reoognlzed that at preeent

in most .of these. countries a large numbe of senior and even 1ntermed1ate |
positions in government admzn;stratlon ars occupled by the expatrlates

who. would sooner or later_depar§4..The.antlclpeted departg;eepﬁyegpeﬁrlates
makes. it not only diffioult to introduce ferwreeching reforms but aleo
‘poses -the problem of ensuring that the present etandards of admlnlstra-

tion are not impaired when the expatrlates actually depart.__...;

‘_/ For example, expenditure on defence and overseas dlplomatlc representaw
i tion, which was formerly ‘borne by the Metrcpolltan powers, is: now
s direct charge on the resources of ‘these- countries.: Therease in-
the budgets of Frenchespeaking countries is particularly significant
because a large number of items of a current and capital nature were
previously financed by the French Budget.
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4. Considering, therefore, the 1ncrease& workload, the shortage of |
 staff and the.present transitional stage when the admlnlstratlve syeteme
are emerglng out of thelr colonial petterne and edeptlng themselves to

| the new polltleal and 1net1tut10nal ohergee, it may'be appre01eted that
'the yrevalllng olrcumetenoee are not very propltlous for undertaklng
Vreny magor reforns 1n the flnanelal admlnlstratlve systems of Afrlean 7
oountrlee. It 1e, nevertheless, pOSSlblG and deelrable, 1f the over-‘
trldlng obgectlve of planned economlc development is to he effectlvely
”pureued, to. concelive of eertaln goals of 1mprovement 1n,the syeteme of
flnanelal admlnletratlon.' In the budgetary fleld, such goals eould be
env1saged, flrstly, in developlng approprlate 1nformatlon on the publlo
‘sector transaotlone end seoondly, in 1mprOV1ng the efflclency of budget
‘menagement technlques and procedure. In the field of tax admlnlstratlon9
the 1ntroduct10n of certaln admlnlstratlve reforme would 1mprove "the’
management of the ex1st1ng taxes and nay brlng more revenue, the need

for WhlGh is urgent in many African countries.

5'\—“.-:

Informatlon on Public Seotor Traneactlons

5. In formulatlng long~term plans. of economic development 1n.the publlc
“sector, the inter—-relationships between the trensaotlons of the. publlc

- gector and of other various seotors in an economy must. be conetantly
borne in mind. Qovernment transactions have important. effects on the
treneaotlons of -other sectors in the economy. It is therefore eesentlal
to have the type of information on government transactions Whloh would
”brlng out oleerly this 1nter-re1atloneh1p. Such 1nformat10n een be

y obtalned by an economic and functlonal cle551fleetlon of government
traneectlone. The economle ola831f10atlon.would prov1de the 1nformat10n
on trensactlons in goods and serv1oe, payments of interest end 1noome

from property, transfers paymente and receipts and on traneaetlons in

t.”flnanclal clalme and Would, further, give 1nformet1on on - the eharee of

Varloue sectors of the economy in such trensactlone. - The - functlenal
cla531flcat10n Would eneble to obtaln the total expendlture on a glven

,ﬁunotlon. Thle 1nformat10n would prov1de an approprlate framework to
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policywmakers in analyzing variousipuﬁlic expendi*uxe pregrammes. Lt

‘would also.serve as a baSlS fo; 1ﬂsca1 and ‘econonic Dollcy'formulatloﬂ.

6o “Thefélassifiéa%ion of schemes and ths structure of the: ex1st1ng
='a','c'};min:i_'s'‘s:t“a;tj.iré acoounts are nb%.iﬁteﬁdé&fté provide the “type of: ‘Tnforma—
tioﬁ'née&éd'onfﬁubTicfséctbf transactions. These-accotnts. are prlmarzly
1ntended to sepve 'GE _ flamuwork for approbriatlen requests, fop! purposes
of*iﬁternaltmanacemen% and Tor finel accouniability to she legislature.
Thé clageification of efpend¢ture in-these accoumtsiis uSually:iﬂ”térms
of organizational unitz and in’ terms of objects of expenditure such as
salaries, travelling allowances, “purchases of goods, ete. Since the ™
?anpro riation requests are fads in “hese termu, the final appropriaztion
accounts arm“aiso presented im forms- of this classification for purposes
of aGOOUﬁtabllﬂ“” © Most of ‘the governménbs operate a current and .capital
or development budget but thisidistinction is mede on grounds of . -

administrative Cornsiderations exnd not by econemic ceriteria.

T The informaition Gﬂ~§ﬁbliOHSGC£df éiﬁgg%;be de}ivéd'mefely'ffdm.
transactions recorded in the annﬁal;budgétEJﬁLManyﬁngernments havs!.
. establilished a-multiplicity of special funds to which expenditure on
:particular‘schemes may be charged. .4 grga@rnumber?of-sapgrately_org@ﬁized
public-bodies are also.established to undertake venturgs,of;a Qommerqial
or seml-commpercial nature. It becomes, thereforg, essential tolbrgpg_
together all the information.so as to obtein a complete,pigturghqf;h
transactions in the public sector, i
8.  Nevertheless, 450“inForma%ibﬁ~in‘t%e-d$1Q*:nm edministrative ac—
counts can be reclaceificd 1in terns-of economic and functicnmal categ Jories
‘80 ag to prov1de a ﬂunnlemantawj set of ‘data for purposes of policy: '
forhulation. In corder 4o help countries to derive such supplementary

information, the Unifeéd Nations Secretariat has prepared A Manual for

L Oiaegification of deernment'Transaotiens.p‘This

Bedudnic and Tunction
Manuay'was submitte& For digtuiseion al a saries of budget workshops,-

:Organizéd by the United Nations a4t Pegiorsl level,.with s view to test
the appllcablllty'OI Manvsl gchemes of reclasgification and their uses

for purposes of plarning in under-developed countries. The most recent




E/GN 14/UAP/ 3
Page 5

of theee Wes held for Afrlcan countrlee and was attended by senior
budget end treeeury offlclals. CAE regarde the uee¢u1neee of the Manual,
the Afrlcan Budget Workehop noted thet Wip many countrlee where planning
for varloue reeeons ....W'alms prlmarlly at eetabllshlng ‘a general frame=
work for the formulatlo£ of development progecte, the' applloation ‘of

. the economlc and funct10na1 015581f10at10n &escrlbed ‘in” the Manual

leould appear to glve the data heeded" 1

-;9. :‘Fhe nature end scope of actual 1nformat10n needed Would of course

: depend on the nature of plansg themeelvee and on the nature of epeclflc

- relationships 1o be examlned., It may ‘be necessary to obtaln eupplement—
" ary 1nformatlon on intra-industrial relatlonehlps w1th the use. of 1nput—
output data or on flnenclal polleles w1th the ald of flow of funds )

accounts.  In this respect the Manuel scheme of economlo claselflcatlon

would. also provlde some of the bulldlng blocke requared for the con—
struction of natlonal 1noome_end;produot,aoooupte._ '

10, 'The”reolaesification Of'gOVernmemt=treneaotions.ieanot,~eoeever,
lentlrely new to African countries, - 'In eeverei-oountries,'government

:”traneactlone have beeh recla531f1ed accordlng to. economic and; functlonal

“ETcategorles and - subetantlal progrees hae been made in this fleld.;HIn:

édoing thle work the Afrlcen countrles found the United: Natdons: Manual

a very useful’ gulde. In ﬁost o the countriesi however; ‘the- reglassif-
1cet10n covers only the accounte of the centrel government and exoludes
““those of local authorlt;ee. Funotlonal classification 1e more widely
appiied‘than econoﬁic blaSSlflcatlon- Furthermore, in a maaorlty of |
countries the reolaseifioafionfwdfk'is-undertaken in respect .of Glosed
accounts, i.e., after the traneeetions“hafeﬁtekenfpla¢e and most.of the
:budget Propoeals.‘.The feeults*of'thfS'wofk are ueﬁally'PTesented'in
E supplementary document ealled variously a “Budget Survey, " :'Background
to the Budget”, eto., elong with the: annual ‘budget proposele.“ They are

1ntended to provide addltlonel‘1nformetlon,on government transactions.

_/ Report of the Workehop on Problems of Budget Reclaselfloatlon and’
Management in Africa, 4Addis Ababa, Ethlopla, 1961. (B/CN.14/11T)
Paragraph, 12. O PRSP o . : .
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ill. . At the recent Afrlcan Budget Wcrkehop, the pertlclpante from L
.feeveral countrles agreed cn.the usefulness of contlnulng thle wcrh and

V”expressed the hope that ”elmllar work w111 be underteken throughout the

reglon“ 5 It may be, therefore, useful to recall here some cf the
1mportant recommendatlcns mede by'the Wcrkshop.; _ It was con31dered
essentlal by the Ncrkshcp to extend the ecope of reclaselflcatlon ‘so0.

as to "cover ell transactions of agenclee coming under the pub11c ‘sector!

iln the w1de sense of the tern". As regards the economic classification
of government treneactlone ‘the Workshoy ‘adopted 2’ simplér cla851flcatlcn
H'for adeptatlcn ‘and experlment in African eduntries. This- ig pertlcularly

'wrecommended £ those who are about to make a first attempt at undertaking

this work. The Workshop also récognized the usefulness of a functiomal

“slagsificatibn of budget expenditurs...Certain modifications were made

by the participants to”thé Manual scheme of Funetional ‘¢lagsifications
most important among®these were the inclusion in suck'a classification
of gevernment expenditure on.the acgquisition of ocwnership rights and

on.repeyment of contractual debt.. A modified scheme .of claselflcetlcn

'Wee“particularly recommended to.those counfries who heye_nct_yet

attempted a functienal, cla551flcatlcn. Realizing the'general importance

and.-uses.of an econcmlc—functlcnel clee31flcetlon, the Workshop requeeted

- the UnliedﬂNet10ne~8tat;etrcel:Qcmmlsslonjtc consider. the eetabllsnment

of a standard-in;this.fieldg, In the meantime, the Workehcgcadcpted a
cross classification- scheme suitable for adaptaticn and enperinent_ing

African countries. .While_cffering=eeﬁere;ieuggeeticne for the practical

application of these schemee,,the‘Wcrkehcpﬂcqneiderei the feaeibiliﬁy

'ﬁef‘ee%abliehingfa-standard:ccrreepondence:petmeenuitemslcf thc budget

or sooounts and echOmicrfunctioneI;oeﬁegcriee,by the_intrcduction'cf_

»'g goding system.s . The Workshop also recommended Fhat the Unifed Nations

- ‘Secretariat should. prepare an annex: to the Manual on prectlcel problems

involved 1nwreclass;£1cetlonm‘ It .alkso coneldered that an ex—ante
reclassification would be valuable "for the ane1y81e of the probable

eccnomlc 1mpect cf government transactlcne 1n generel and for develop—

metit plannlng in partlcular“'“""”””””

1/ For details see the Workshop Report, op. cib. P+ ««..
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-‘Budeet Management

“12. " Por purposes oF their implémentation, the long=térm development
plans of governments have to be transformed into &ﬁﬂﬁélfprogrammes.”
These- programmes include,. just as. the Plan, a multitude of schemes

and projects in various fields of activity and are exgcuted by various
uegencies in the public sector. The transactions of some of these”
_agencies=£prmeeh integral part of the national budget whlle Bome agencles

niay be. separately- organized as. independent public. bodles.. Since a large

g”ﬁ&number of agencies operate through: the budget, one of the prlnclpal

~concerns. of budget management in particular and of financial’ admlnlstra—
tion-in general should be to.enmsure an.effective 1mplementet19n of plan

. projects. -

13, Traditional methods of budget management tend to emphasize at. |
every stage - formulation, execution and reporting - the financial 1

+ ' aapects of .expenditure. The: stress is often placed on objects of

.. expenditure rather than on purposes or accompllshments of such expendlture.
Conventional eudlt of, expendlture is also purely flecal in 1ts approach.
On the other hand, in economiec: plannlng, emphabls 1s 1a1d on the 1dent1f10a~

< $ion’ of specific programmes andﬁpnivarlpue homogenecus aetlvltles.end

- projects which congfitute a programnme. Stress,ie ﬁﬁrther_ﬁuﬁaon_considera—
. tions of cost and of yields in'reelLor.physicalJterms. eThese differences

in emphasisg. of conventional budgeting and planning fail to provide .

'~‘.a&e@uete:budgetary1cheqks.anq.eqntppls-on the. implementation of plan

“'#prajects,%JTheftfeditional concepis and,techniques Of-bﬁdget nanagement
"+ need, therefore, to be go amended as to‘giveVerp?eeticel‘exppeseioﬁ to
5ﬁthe'needS'androoncerns_ef planninge.: = pcie. o | |

75¥14. I eetaﬁliSHihg'QICIOSe link between budgeting and planuing and
1n ensurlng ‘mote effectlve ‘execdution of development plans, the adoption
"of ‘the technlques of programme and performance ‘budgéting might provide
s suitable approach., The performance budgeting emphasizes the  things

. or W Work done rather than the thlngs bought by a government. It aims
H:at measurlng the accempllshments in real or phy31ca1 terms in addition '

to f;nanclal_terms. A erformance bud et "15 1n essence a work plan
, B0 iipancial Lermi P g
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specifying the concrete objectivee t0 be achieved by the Govermment dur-
ing the financial year., It is formulated on the basis of the work to
~be. done:or serv1ces to be provlded by the Government, and presents these,

together with thelr costs'. L

The identifidation of homogeneous work areas and of concrete
;’oﬁjeEtifee“toiHe‘accémplished”thereunder-reQuire;“forwpurpoeesiof .
apprdﬁriariong‘éxeoufieh éhd-réﬁoftimg,“&ﬂ'eipeﬁditure‘claesification
by programmes, functlone,'act1v1t1ee and proaects.f When*the'syetems
of report1ng ‘and accountlng are geared o - theee concepts, they Would
prov1de information’ on works acoomplished and thelr costs7 enabllng thus
o A dlrect oomparlson with the plan expenditure. orlglnally approved: for
the budget year.: The performance budgeting would, therefore, ‘énable
an improved evaluation of the worthwhileness of expenditure.and'wpuld
also help the admipretrefioq,tpAjustiiy their‘approprietion,requests
more fully. i -
15, These concePts and technigues of performancé: budgeting and their
. relevance to plannlng Léve ‘been’ digcussed at some ‘length in the United

Natlons Manual for Programme and Performance Budgeting. - This Manual

Y s stbmitted for discusdion At -a’geries of regicnal Budget Workshops
“'sponsored jointly by the: secretdriats of the Regional. Economic Commissions,
“the Figoal and Findrcial Branch of the United Nations Headquarters,: the

-.TﬁhifedTNationsVBﬁreadwéffTeEhﬂicel=&ssrstance Operations and. the Division

of Public idministration. The ‘experts attonding these meetings expressed
idterest in thi¥ approach o budgsting. - While attaching special import-—
“ance to certain aspects offperformanoe“budgeting,Zﬁ:theiAfrioan'Budget
n Workshbpgzheld‘in”196l,'recommen&ed*thefManual.to:African'countries_for
further study and experimentation, - The Workshop algo. recommended that
~:igt the mext meeting "problems of budget formulatlon,.control and management"'
be discussed -in more.detall with .special reference. to the . need for -
“relating activities.included in.the annual budget to general development
jplane"r

1/ U.N.: Menual for. Programme and Performance Budgetlng (Rev1sed Draft)
E/CN 14/BRW . 1/L 5, 1961. Page 8, Paragraph 9.

_/ See partlcularly Paragraph 97 of the Workshop Report,‘mg clt Pe
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16, A syetematlc appllcatlon of performanoe technigues would require
far reaching changes 'in ‘the ‘traditional methods and’ concepts of budget
'management and procedare.i ﬁhe ‘outstanding examples of “thie application
of ‘thése teohnlquee are prov1ded by'the United States and the Phlllpplnes.
Several other countrles out51&e the' Afrloan region, such as Thalland '
China (Talwan), Cubs, Bolivia, Vehezuela and Colombia bave also made
elgnlflcant progress in this" direction. In African countries where
time may not be yet rlpe for: maJOr budgetary reforms, 4in view of the -
shortage of staff, "important aepects of performance budwetlng might
be usefully applied without srgnlﬁaoant,changee.ln the existing forms_;
of budget presentation > | | | L

'i7. - In the short'rﬁng‘thie may be achieved in' two ways. Onhe way is’

o provide on a supplementary but systematic basis such rﬁfOrmation by
Yamplifying such analysis. of -costs and acoompllshments as were being -
already undertaken and by extendlng them to.cther areas- of government

: aot1v1ty“.2 “This may be ueefully done  in- follow1ng ‘and - reportlng the
progress made. in-the ‘execution of ‘development .plans, as.is. currently
done in the Unlted Arab Republic (Egypt). Another.alternetlve.le to
1ncorporate gredually and 1n euoce531ve stages the performance concepts

. into budgeting itsell Wlth a view to an eventual full—scale adoptlon t

of these teohnlques et all etages of budgetlng. A phased but systematlc
edOptlon of the performanoe budgetlng may not requlre eny magor ohanges
in . the budgetary syetem and organlzatlonal structure in the ehorturun.
An outstanding exemple of thls in the Afrlcan reglon 1s prov1ded by
Ghana and it may be useful end 1netruotlve to reoall here the erperlence

_.of Ghana in. some detall.

18. The beginning of a long-term effort to 1ntroduce performanoe
budgetlng was made 1n Chana by the 1ntroduct10n of elgnlflcant ohanges

in formulatlon and preeentatlon of- 1960-61 Gonsolldate& Jvnd Eetlmates

1/ 4 recommendetlon made byAthe Afrioen Budget Workshop. eqe;?LTAgraph
_ 103 of the Report. , e
g/ Budget Workshop Report, op. cit., Paragraph 96.

e p——
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o1 current éxpeﬁditures;' The se chenges were designed to "focus attention
on the general oharaoter and relatlve 1mportan0e of the work to be done
or upon the service to Dbe rendered rather than upon,the thlngs to be
'acqulred, such as personal serv1oes, supplles, equlpment and so on'. 1

The estimates of each Mlnlstry were compiled in a geparate volume and

the characteristic common Ffeatures of these volumes were the 1nclus10n

on each of them of a general memorandum, a narratlve statement flnanolal

estlmates and a statement on Justlfloatlon.“

19._‘ The General Memorandum 1ndlcated the number of. departments in &
given Mlnlstry, the total amounts requlred for eeoh department, and the
ohanges that ooourred in ‘the oomp031t10n, functlons, and total expendlture

of a Mlnlstry.

20._ A narratlve statement, Whlch followed the General Memorandum,‘
listed and descrlbed "the work of eaoh maaor admlnlstratlve unlt or
department for Whlch a separate vote is requested, 1n,terms of the aotl-
vities orx programmes carrled out by 1t”2 'and 1ndlcated the work to be

done durlng the budget year.

21.  Bach.Ministry was asked to prepare its estinates Suitably“divided

in suchi & way as $0 correspond to the activities and-pnogrammes ag listed
“ir the narrative siatement. . Each activity was protided_for;in.the‘estimates
as a sub-head -ofi expenditure, the Departments!' or‘Ministries' estimates

a8 a whole being classified as & Head of Expenditure. "It was realized
that a few Departments might not find it practicable to spllt up thelr
-egtimates to relate to each of ‘their. eot1v1t1es and it was therefore

decided that, initially, no attempt shculd be made to dlvlde_up.estlmstes

' "/ Quoted in Budget Reforms in Ghana, a paper submitted at the African
Budget Workshop by the participants from Ghana, BRW. 1/6.,

_/ Recent Developments in Budget Reclassification Work in selecbed.. .
African Countries, E/CN. 14/BR«I l/L 6 Chapter II, p. 26.
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ke correbpond to departmental activities unless the actual staff and

,lamounts could be phy81ca11y separated" 1‘, The estlmates for. each sub—

hb!head were divided into six standard items, viz., Personal Emoluments,

vorn - @nd subventions.

Treyell;nguand‘?rensport, Generalaﬂzgpeneee9 other‘expenees,_Extrao:dlnary

222s  The estimates were followed. by 2. statement of Justification for
- each sub-head of expenditure, This statement explained for each sub-
. iltemy why the amcunts were required, and the reasons for any . increases

_ L s 2
or decreages in expendlture“.—/

.23.' Until very'recently, the above changes were 1ntroduced 1n the

" formulation aund presentation of only currént estimates because the

Development Budget was prepared and to a large extent executed by the

" . Development Commission which was outside the Ministry.of Pinance: Recently

the Buréau of Budget of the Ministry of -Finance and the.Development
f?'Commiseion.heve been integrated and established in the President's Office
“under. the new name "Budget Secretariat"..:'As a logical.corollary of

these organizational changes, the two estimates - current and develop-
ment - now appear in one single document and in 1961/62 Estimates
"Development Plan expenditure" is shown merely as a, seventh 1tem un&er
each sub-head of expenditure. Among. ‘the minor changes 1ntroduced recent- .
1y are "1mprovements in the. narratlve statements, a fur+her breakdown
_of departmental act1v1t1es and in. a. few cases; the 1ntroduct10n of work

3/

unite" ..

24, The introduction of:performance budgeting may, therefore, be re-
garded as an evolutionary process dinlitself and any beginning in this
- prespect may have to be conceived inithe contex® of local administrative

and institutional framework.

Tax Administration

25, In most of the Affican countries, partieularly in those- of-Tropical

. Afrlca9 the ques tlon of finance. is recently emerglng as one of the major

‘n.-.

1/ Budget Reforms in Ghana, op. cit.; D4+
2/ Ibid, p.5.
3/ Ibid, p.10.
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fbottlenecksrfd edohomic'déveloﬁﬁént.;/ If'ﬁhe'paée of ‘economic develop-
“'ment is not 16 be hindered, the Afficah'gdvérﬁmenﬁs neéd to give serious
attention to their tax systems with a view to improve their efficiency
in'ﬁéiﬁs'of”bbth’déVelbpmeht'pélicies and proceeds to the trcasury.

Tax policy and tax administration are indivisible aSpecté:éfxany‘prgramme
- of tax reform. Problems.of tax administrationiwill,.therefore,.érise
eithier when the introduction of newﬂtaﬁes.is'considerednér:ﬁhenﬁthe exist—
ing‘systéms‘of taxation,are-examinedyin-order to;ensure.bétter equity

and more revenue. A sound and efficient téif&&dinisﬁnatf@nﬁis3ﬁefhaps

the most important aépect of financial admin;straﬁion.ﬁecausg without

sufficient revenue .programmes of deveiopmen§;may cqﬁe o a St@ndsfill.

26, ‘While the introduction of new taxes -must be considered in the
context of development policiGS'ahd_needs,'the management of the exist-
ing taxes can be improved so as to fetch more revenues. This'would

~ call for a-vationalization of the existing tax systems,.agreérganization
and delimitation of tax responeibilities at various levels of government,

and introduction of improved methods.of collection.and assessment.

27. Efficient tax sdministration depends, among other factors; on the
‘structural simplicity of a given tax system. From the point of view

" of administration, the tax systems of & majori%y'of-Afridaﬁ;cbuntries
look apparently simple in the sense that a little ovér two-thirds of
total revenus is derived from indirect btaxes of Which taxes-on foreign
trade are most significant. Income taxation is important oﬁly in those
countries where company taxation:yields significant revenue. Since

indirect faxes are easy te collect, oune might get  the impression that

* o under theée'donditions,-the problems of tax administration are relatively

simple. This apparent simplicity, howevery abscurgs“agvarietykof other

features with which these tax systems have been saddled duping the_c0urse

"1/ This is otie of the conclusions of a study Public Finamce in African
Countries, Economic Bulletin for Africa, Vol, 1, No. 2, June 1961,
UNECA, Addis Ababa, Ethiopia.
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of their. evelution. FoF examples some countiies have a.variety of.-poll

taxes. -In-cértain countrises special taxes-are levied o finance parti=

+glar ekpénditure schemes lilks the education taxes on Asians;and Eurcpeans

in Uganda and Tanganyike.. Another example is provided by Nigeria where

" Féderal export duties are grafted by an-additienal tax levied by the

“ﬂééioﬁs*oh'%he"produce'hahdled by the Marketing Boards. -Such examples
“may be more numerous. These structural complexities not only give rige
to- addltlonal admlnlstratlve problems but also. requmre larger staff. to.

" adminigter them. " In certain cases, HOWeVery S.8ss poll,taxes,,any,_;a
‘signifioan%"iﬁoreaSE*in yield may be obtained only at exorbitant costs.
It may be, therefore, useful to rationalize the existing;tax,systems”; 
with a wview. %0 achieve more 51mp1101ty'and produot1v1ty. In rationaliz-

- dng. the tax systems, the oost-revenue con51deratlon may 1n certaln oases

- reguire . a weeding out of unproductive taxes. For example, the World

.+ Bank Mission noted about the. tax on Somali farms that "In 1955, after

being in force for three years, the yleld of 50, OOO somalos probably
did. not cover the cost of colleotlon, oompared w1th lnltlal expectat1ons

_of up to 1 mllllon somalos"ll

.28¢ ‘The. distribution. of tax r93p0n31b111tles among Varlous 1evels of
government differs considerably in Afrlcan countrles._ In ngerla,'on
the one hand;, an overwhelming part of the natlonal tax revenue is
oollected; by the Hederal Government. On the other hand 1n leya, the

prOV1n01al governments DPOSSess & oon51derable degree of autonomy 1n B

© . the-assessment and collection of a varlety of taxes, 1n01ud1ng 1ncome

tax.2 Personal income .taxes also. fall w1th1n the Jurlsdlotlon of o

regional governments in Nigeria. It 1s also not unoommon for oentral

ﬂ/ IBRD Beport on :The- Economy of the lrust Terrltory of Somallland, Pe2la
U.N. Trusteeship Counecil, Offlclal Reoords, Twentieth session, New
" York 1957 Document T/1296 e e e L

“/ Thé World Bank Mission recommended on admlnlstratlve and eoonomlo
grounds the transfer of Income-tax to the Central Government. See
The Economic Development of leya, IBRD, Washlngton, Aprll 186Q.: "
oee Chapters 6 and 15 , B
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governments 1n varlous ALflGan countries to collect a very large part

OF tax Tevenue and then trensfer a part of 1t to 1oeal authorltlee}"

o 1n terms of logps or grants. The exce381ve role playee by‘central govern~
ments in tax collectlon.probebij'places unduly heavy pressure on the '

tax admlnletratlon at the central level and 1ncreases coste to the central
government.x Tax admlnletratlon can be 1mpr0ved 1f the tax responsmblll—
ties are. properly dletrlbuted at varloue levels of government.' Although _
such distridbution may. depen& on the strueture of- governmental organlza-
tion - federal or unltary - yet from the p01nt of v1ew of tax admlnletra—
tlon, it should also take 1nto account conelaeratlons sueh as cost and

case of aeseesment and collectlon.

P9,  As money incomes rise. continuously,: the yleld from the ex1 tlng
-tazes may he 1ncreased considerably if. improved. methods of’ tax collectlon
and assessment are adopied by the governments.: Thelneed for,fhe‘lntroduc-
tion of such administrative reforms ie_pertipularly obvious in the collec—

tion of persecnal income tax, property taxes and _customs duties,,

30."7The;share of wages and ‘salaries in thé national ircomes:ol African
countrlee is quite highk and this is bound to inérease d@s- ecODOmlP developw
ment proceeds and unemployment is reduced.. At present the revenue from
pergonal 1neome tax in most of the African . countrles is derlved mODtly
from wages and salaries.  In some, countrlee thig comes malnly‘from the
incomes. of expatriate officials:or from.other erelgners re51dent in.
the -country. It may, therefore, be necessary. to diversify the. 1ncome
tax base s0 as to cover the African incomes whigh are llkely to increase
as salaried employment! and income. from, other sources, 1ncrease. ”ﬂhe'
existing methods of collecting revenue from this tax in most of . th?;
ifrican countries are characterized by the absence of paywae you—earn
:”system. . The: deductlon_at source is . the most effective method of _f?"
collectlng this tyﬁe‘of revenue and it may be useful Ho coneléer the ™
possibilities of 1ntrodue1ng such a system 1n,Afr10an countrles. ‘The

scope of this’ methOd should eytend to all - sectors of the eeoncmy.

Because of 1ts ‘sage of enfbrcement and . GOllGOthR, & TE - 1e often a
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o temptation to apply-this methodfonly-to,govennmentLemg%oyee52,}§goh a-
cioourse . of petion might not only appear to:be disoriminatory_bntfmay also
5ivefriSe;to-somemdegree‘offtnx evasion in the private sector of the

eoconomys ° .

-”’31.' In ‘the process of sconomic development urban asuthorities’are called

upon to pley an 1novea51ng role as more demands are made ‘for urban
development. Tndustrialization will further lead to. urbahization and
qLae a result of thls more urban authorltles may come into belng. ‘The
”'queetlon of’ prov1d1ng adegquate finances to these: authorltles, therefore,
VlS of v1tal 31gn1flodnoe.' Traditionally éuch authorities kave often
depended on property taxes for their incomes. The produot1v1ty-of
- roperﬁy taxee must depend on methodgof valuation and’ on the rating
'systems in use.” In most of the African countriés such methods are
ibaokward ;nd outdated and have- failed %0 provide sufficient finances
L'to urban authorltles to meet their increasing obllgqtlons. “The revenue

' from the eX1st1ng property taxes oould be increased if suitable rating

"systems and 1mproved ‘methods of valuutlon ars. ‘adopted in African coun=-

1?utr1es.” In thls respeot m‘51gn1floant start hag been made by Chana .
‘In 1957, ‘the Government of Chana invited a United Nations expert :to
 'underteke an over=all survey ‘of the system of real -estate valuation in
:WiGhana and to 1ntr0duce a proper ard simplée éystem of property rating
;_sultable to Ghena.l/ As 5 folléweup to-this study, a United Nations
“ technloel assistance’ expert j& now in- Ghawna to carry out the programme
~of reveluatlon and reﬂassessment of bulldlngs in urbsn areag. -Similar
1surveys could be undertaken by other Africah countries with a view to

" 1ntroduce 31mple and produotlve syetems of property rating.

- 32. Toduy'well over two—thlrds of government revenue in African
Moountrles 1s obtalned from 1nd1rect taxes of whlch taxes on’ forelgn

trade transaotlons are moet 31gn1floant. - For some years to come customs

'J_/ See Report on Valuation and natlng in Ghana by J. F. N. Murray, U.N.
Technioal'A331stanoe Programme. Report No. TAA/GHA/5, Aprll 1958
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duties are ‘likely to Play a major role in Ffinancing government plans
for econdmic and eeeial'developmént. ~The role of customs administra-
' tlon, “waich collects these taxes, is therefore bound to- grow in
1mp0rtance. Certain steps may, therefore, be taken to improve: the

. effieieﬂCy of customs administration. Tirstly, the tariff claes;flca-
tions in most-of -the ceuntriee are very complex to admiﬁister{f %he
complexity is, ef‘coufse;:the result of several changes intfoduced
‘over a:inumbexr of yezrs. The. 51mp11fmcatlon cf these. cla331flcat10ns

‘owould certainly increase the efficiency. of: admlnlstratlon.” Serondly,

~ the efficiency . is sometimes 1mpa1red by the existence of a complex

structure of rates. In several African countrles a varlety of other

taxes, in addition to customs duty, are levied on goods at the p01nt

of entry.;/ This makes it dlffleult to ascgertain. the total duty and

reguireg-highly trained admlnlstratlve personnel for the collectlon

- of revenue. Although the rationalization. of rate structure is eesentlally
a-policy matter yet .policy makers would be well advised to take into

account-the administrative 1mpl;cetlone‘of‘the;r‘deelslens. Slmpllflca-

. tions of rate structures would largely improve. the efficiency of edmlnletraﬁ

tion..  Thirdly, more‘revenue‘ceuld be obtained by‘exfending,fhe applica-

tion of taxes to the trade so far unrecorded. Qﬁstoms adminietretione

-in most of the African countries concern themselves,lafgely wiﬁﬁ;trade

- with non=African countries. Intra—Afrioanetr&de recelves vepy little

“attention of customs administration in African countries. 'Thie gitua-

i tion arises because land frontiers are not Well guarded, partly due o

the shortage of customs officials, With the development of reed trans»
port the Intra-African itrade Wili increase and 1ts expan31on 13 obv1ous1y
of great 1mportence for the economic develoPment of African eountrles.
Attempte to brlng thle trade within tbe scope of taxation would . 1ot

only increase revenue buﬁ would elso conslderably reduce smuggllng across

the land bordere.

*-i;/ See for example Table 3,80 p 37 of Problems of - Guetome _Administra-
tion in West Africa, UNECA, E/ON. 14/‘TU~WPCA.1. i
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33. The role of customs administration in future may not be simply
one of provider of funds. It might also usefully serve 28 an instru-
ment 1n the hands of g0vernments for ‘the 1mplementatlon of their’economio
.'ﬂand trade pOllCleS". T% w1ll alsc play a 31gn1flcant role when plsns
for reglonal economlo grouplng ‘and co—oPeratlon aré cons1dered i Afrloa.
The Economlc Gommlselon for Africa recently convened e Worklng Party
to study problems of customs admlnlstretlon in the West African ‘Gountries.
The worklng Party cons1dered problems such as harmonlzatlon and standard—
1zat10n of oustoms nomenclature,'valuatlon, 1eglslat10n, etc. It ‘also
:dlsoussed problems of oo—Operatlon among customs admlnlstratlons in
:é'the reglon and prospeots ‘for technicdl assistance. The repor 1/ of
:*?_thls Worknng Party 1ndlcates the degree of co—0peretlon that- oen he

B eetebllshed at reglonal 1eve1.

34. It has been suggested above that the ex1st1ng tax systems can be
1mproved both in terms of' development polloles ‘and more revenue through
. the 1ntroduotlon‘of admlnlstratlve reforms. Whlle dolng $o it is neces~- |
.-J‘sary to exerolse cautlon to see that the admlnlstratlon ‘of taxes which :
i'may be otherw1se uneound is not t1ghtened. ‘Bad taxes can do a 1ot of
‘ﬂ:harm. In thls respect therefore, a careful appralsal of the exlstlng

taxes should precede the 1ntroduot10n of admlnlstratlve reforms. o

35.. The 1ntroduct10n of new. taxes w1ll brlng in thelr Wake a host of
new problems. for $ax administration. The most 1mportant of these ]
problems will be tax legislation. In thls respeot, the transPlantlng
of the exnerlenoe of developed countries may not serve the purposa-
. ;The efflclenoy 1n udmlnlsterlng new taxes would depend largely on ‘the
Pih51mp1101ty end olarlty of new tax leglslatlon. “Avoidance of complex1ty : !
| ‘_w111 reduce 11t1gatlon and ensure more effedtive administration of taxes. |
”_The new 1eglslatlon should conform as olosely 58 poss1b1e to the local
-soclal and 1nst1tutlon31 set—up. It should take 1nto account the
N economlc end SOGlul background of the taxpeyer and be 1nte111g1b1e to
| him. A tax leglslatlon which is understood both’ by the taxpayer and ' !
'the tax edmlnlstratlon can be more effectlvely enforced th@n one which

constantly poses problems of 1nterpretct10n.

l/ Report of the Working Party on Customs Administration in West Afrlce.
UNECA, E/CN, 14/138 See also the dooument gquoted in footnote 1/ D.l6.
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.Practical .Implications"

"3, * The adoption and inﬁroduction;offﬁeW"cohCepts.en&'techniQuee in

the ‘Field of budget sdministration snd the imbroduction of administra—
tive reforms in tax administration must dépend oﬁ‘thefavailebility-of

ekille&*personhellto implemenf"these chengee;' Tt has been. observed

'earller that the shortage ‘of dkilled pereonnel is one of the moet
'f serious problems faclng the afvican governments in all branches of -
‘Jiact1v1t1es. ThlS shortage mey be‘aggravated if the large number of

'”expatrlates now serv1ng the'de Gountries leave sooner than later, The

1mp110atlone of the ex1st1ng situation are, therefore, two~fold. ' Pirstly,
the 51tuat10n calls for a great empha51s on suitable tralnlng programmes
for Afrloans. oeoondly, outside assistance is 1nev1tab1e if 1mprovements

are not to be delayed until suitable personnel are available Iooally.

C3T. ﬁ'Tﬁe”exﬁefneiieeéietdnce'mdy be bilateral or international in
_::ohareoter.* The “African Budget WOrkshOP recommended that technlﬂal _
ﬁﬁfa331stenoe from Unlted Nations "be' made  available to governments desir-
i:lng it for 1mprovement in budget fOTmulatlon, control and’ management,

"and for the task of reolasSlfylng government transactions". The Work—

shop, further, considered that such assistance "may take the form of
experts aeeigﬁed to"individual'oountries, advisers made available on
a regional basis and fellowship grants for. the study of budgetary

technigues applied:in other countries'. Similar possibilities must

- alsoibe . congidered in the field of tax administration.

3@) The queetlon,of organlzlng suitable’ tralnlng programmes for

Africans 13 ralses 4 host of other related issues. Fiscal admlnlstration
'n'cannot e consldered in isolation. It is closely related %o other fields
::of publlo admlnlstratlon. A training programme in budget and tax admine

“1strat10n, therefore, should form part of a wider programme of training

1n publlc admlnletratlon dev1sed with full awareness-of the overall

requlrements of economic development planning. Considering the common

.needs and problems of Afrloan countries; the meeting may wish to ‘explore

o ‘the p0531b111t1es of organlzlng such programmes ‘on a regional basis.

;‘ﬂ‘ _h'
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This may ensure economy in cost of operating such programmes and facilitate
greater exchange of mutual prdblems and difficulties. In this respect,
the Institute of Economic Development, which is soon to be established
by the United Nations Hconomic Commission for Africa, would be best
suited for providing comprehensive training in fiscal administration

wWithin the wider content of development programming.

- ome um am e




