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I. INTRODUCTION

1. A Viorkshop on Budgetary Classification and Management in Central
America and Panama was held from 18 to 30 Septeuber 1963 at the headquarters
of the Advanced School of Public Administration for Central hmerica (8SAPAC),
San José, Costa Rica, under the auspices of the United Nations Technical
Assistance Programme, the Economic Commission for Latin America (ECLL),
ESAPAC, the Latin American Institute for Economic and Social Planning, the
Burcau of Technical Assistance Operations (BTAO) and the Fiscal and Financial
Branch of the United Nations Department of Economic and Social Affairs.

This was the eighth in the series of Viorkshops organized by United Nations
Headquarters in co-operation with the secretariats of the regional commissions,
and the second for the Central American countries. The first of the whole
series took place at Mexico City in 1953, with the participation of the
Central American countries, the hntilles, Mexico and the United States. In
May 1959 and September 1962 similar meetings were held at Santiago, Chile,
for the South American countries. Workshops were also convened at Bangkok

in 1955, 1957 and 1960 for the countries of Asia and the Far East. In 1961
the first Workshop for the African countries was held at Addis 4baba.

2. The present meeting was attended by twenty-two officials designated
by the Governments of the Central American countries and Panama. The par-
ticipants served in an individual capacity as experts and their opinions
did not necessarily reflect those of their Governments. An expert from the
Joint Central American Programming Mission (OAS/IDB/#CLA/SIECA/BCIE) also
took part.l/

3. The purpose of the Workshop was to consider what changes should be

made in the budgetary concepts and practices of the Central American coun-
tries in order to integrate the processes of budget preparation and implemen-
tation with those of planning. The discussions were therefore centred on
problems to which the introduction of performance budgeting would give rise.
The results achieved by the Central American countries in classifying goverii-
ment transactions by economic and functional categories were also reviewed.

L. The system of programme budgeting has already been adopted in some

of those countries, while others have undertaken studies with a view to
introducing it in the next fiscal year. The Viorkshop therefore provided

a timely opportunity for the participants to compare notes and to benefit
from the experience acquired during the different stages of planning and
adoption of the budget reforms. The Vlorkshop also paid special attention
to the need for standardizing the criteria underlying the improvements that
the different countries are making in budget presentation and classification,
so that common technical bases can be established to facilitate the co-
ordination of national development programmes in the light of the aims of
Central American economic integration.

1/ See the list of participants in annex I.

/5. To
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5. To focus and guide its discussions, the Workshop adopted the follewing
agendas2/ ’

" 1. Review of the work of budgetary reclassification; A
2. Relatlon between medium and long term economic development
~ plans and the fiscal budgets
Thé performance approach to government budgetlng,
Performance budget classifications and measurement of work
Per{ormance budgeting and public accounting;
. Establlshment of a system of programme and. performance budgeting.

(020N IF i PV}

6. Among the documents dlscussed by the participants were the Manual

de presupuesto por programas y actividades (T/CN.12/BRW.3/L.L), prepared by

the Fiscal and Financial Branch of the United Nations Department of Economic
and Social Affalrs, and Algunas consideraciones sobre las relaciones_entrs
la_programacién del desarrollo y el presupuesto_fiscal (&/CN.12/BRi.3/L.5/Rev.l)
and Estructura de un programa presupuestario (£/CN.12/BRW.3/L.6), prepared

by the ECILA secretariat. Annex III contains a complete list of the‘working
papers prepared by the United Nations and of the studies submitted by the
participants.

7. The meeting opened under the chairmanship of lr. Wilburg Jiménez
‘Castro, Director of ESAPAC. The opening address was cdelivered by

Mr. Mario Gémez Calve, Vice-Minister for Foreign Affairs of Costa Rica,
who welcomed the participants and conveyed a message of greeting to them
from the President of the Republic. The floor was then taken by

Mr. Joseph lioscarella, co-ordinator of studies at ECLA's Mexico office
and Director of the Workshop.

8. The meeting appointed a drafting committee, composed of a partici-
“pant from each country, to prepare the final report. ir. Félix Dardén Rodas
(Guatemala) was appointed Chairman and Mr. José Gil Majano (Bl Salvador)
was appointed Vice-Chairman and Rapporteur. A working group of experts
from each country was set up to study the technical aspects involved in
standardizing the budgetary classifications used by the Central American
countrlcs._ : , -

9. After adoption of the flnal report at the clos1ng meetlng on

30 September 1963, appreciation was expressed to the agencies sponsoring
the‘vorkshop, for their contribution to its success and for the efficient
organlzatlon and conduct of the proceedings. Stateuents along the above
lines were made by the following: Mr, Lino Alfredo Medina (El Salvador),
lMr. Fernando Murillo (Costa Rica), Mr. Bmilio Peralta (Guatemals)

‘Mir: Marco Tulio Banegas R. (Honduras) and lir. Armando J. Borge (Nicaragua).
Mr. Joseph Moscarella, Director of the Workshop,  thanked the experts for
their co-operation and declared the Viorkshop closed.

2/ See annotated agenda in annex II.

/II. ACCOUNT
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II. ACCOUNT OF PROCEEDINGS

1. Review of recent progress in budget manasement

10.  The Viorkshop opened its proceedings by reviewing the progress that
had been made in the budgetary field since the first Workshop on Budgetary
Management held at Mexico City in September 1953. On that occasion special
consideration had been given to modern metnods of budgetary classification
and. prescntation, with a view to cbtaining the necessary information for
framing fiscal and economic policies making for balanced economic growth
in non-inflationary conditions.3/

11. The participants expresced their satisfaction with the considerable
strides made in the work of budget reform since the first liorkshop, which
had recommended the gradual intreduction of economic and functional classi-
flcatlon, along the lines of the schemes set forth in the Mapual for
economic and functional classification of government transactlons g/ The
reports and recommendations of subsequent workshops in South America and
other ragions had also furnished useful guidelines for the improvement of
budgetary procedures in some of the Central American countries.

J2. At first, the reforms were mainly confined to meeting the recuirements
of a system of budgetary classification that would shed more light on the
relationship between the public sector and the rest of the economy. The
public sector accounts, classified according to the economic nature of the
transactions, had usually been prepared to supplement the information
required for legislative and executive control. They had proved most
useful for analysis of the gevernment sector in the studies on long-term
development of the Central American economies underteken in recent years
for programming purposes. It was, however, recognized that in some countries
there was considerable delay in publishing the economic classification.
Hence it could not be used in analysing the short-term impact of public
activity on the rest of the economy. In such cases the traditional concepts
of the fiscal deficit continued in use as indicators of the inflationary
pressures exerted by the Government on the economy, without considering

the effect of the activities of autonomous institutions.

13. In the last few years the individual Central American countries had
undertaken to carry out medium and long-term economic development programues
in which the Government played a vital role thr sough its investments in
economic and social infrastructural works and through measures designed

to stimulate private productive activity.

3/ See Report of the liorkshop on Problems of Budgetary Classification
and Management (Mexico City, 3-11 September 1953) (ST/TLk/Ser.C/14).

L/ ST/TAA/14/12 and ST/ECA/L9 United Nations Fublication, Sales No.:
58.XVI.2. '

/1. The
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14. The budget should constitute the basic instrument of a development
policy. All the countries of the area had recognized the need to intro-
duce changes in existing budgetary procedures, and had already initiated,
or were about to initiate, the establishment of a system of prograume and
performance budgeting. This new technique was particularly suitsble for
the co-ordination of develepment planning with government budgeting, since
it permitted the definition of specific programmes - for example, the
construction of roads, malaria control, iirrigation, education, etc. ~-;

t!.5 measurement of the cost of such programmes and the guantification of
their results in real or physical terms. Programme and performance budget-
ing therefore provided a link between the micro-economic aspecis of econcmic
development plans, as spelled ¢vt in the public sector programmes included
under such plans and the relevant programmes covered by the government
budget.

15. VWith regard to specific experience in Central America, Honduras had
prepared functional and economic classifications for the first time in
1953. The budgetary reform carried out in 1955 had led to the adeption

of such classifications as an essential part of the accounting structure,
differentiating between control accounts serving accountability require-
ments and information accounts serving fiscal policy requirewents. Trans-
actions relating to enterprise activities were shown in separate accounts
from those covering general government types of transactions. The Dudget
Office had been instrumental in establishing the new system, first applied
to the 1954-55 budget. .

16. The new classification had facilitated the preparation of summary
statements in which the over-—all cash deficit or surplus was reconciled
with the changes in the cash holdings, net borrowing and changes.in the
public debt. Such swamaries could serve as rough indicaters of the over-
all impact of government transactions on the econowmy, and were particularly
useful to fiscal policy-mekers, especially if based on the latest data
avallable. . -

, L7 Honduras had 1ntroduced cla331f1catlons of expend;ture on -a programme
and activity basis in its 1962 budget, as a preliminary step towards
reforming budget management In 1963 the Government had wade a first sig-
nificant effort by endorsing both the annual budget and an information

.. document, submitted in the form of a programme budget. FPerformence budget-
ing based on classifications strictly in accordance with that methedology
would be introduced in 1964. A system of classifications had been worked
out for the purpose; budget presentation had been devised exclusively on a
programme, sub-programmz and activity basis, the system of financial and
accounting control system for each had been worked out, and control mecha-
nisms for accounts and results were already in operation. :

.18, In Costa Rica and Panama conventlonal expendxture cla351flcatlons

had been modified in order to segregate transactions of a different economic
nature. Since 1957 a distinction had been made in the Costa Rican budget
between current and capital expenditure on goods and services, transfer

/payments and
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payments and other transactions. The section of the Budget Estimates for
1964 relating to the Economic Budget was classified by programmes, sub—
programmes, activities and projects.

19. The 1957 report of the Comptroller General of Panama slsc included

a supplementary statement classifying government expenditure in 1956 and
1957 according to broad economic and functional categories. In the budget
decunment, itself expenditures were classified according to their object
(¢2laries, current expenditures and capital outlays). Within the category
of current expenditure sufficient detail was provided to permit the segre-
gation of different categories of expenditure items. The Government of
Panama had since 1960 gradually been introducing the principles of programme
classification.

20. In El Salvador a basic distinction was made in the accounts between
current and capital expenditure. The Informe Complementario Constitucional,
published annually by the ifinister of Finance, also included a summary of
government expenditure and receipts classified along economic lines. In

the course of 1963, on the initiative of the Budget Office and the National
Economic Planning and Co-ordination Council, substantial methodological
changes had been introduced with a view to establishing performance budgeting
in the fiscal year 1964, along the general lines indicated by recent studiez
and experience. The 1964 budget would be based on programmes and sub-
programmes, and its management and control would provide for economic,
functional and object classifications.

21. The same general distinction between current and capital expenditure
had been adopted in the Nicaraguan budget, where an object classification
introduced in 1954-55 had established a firm basis for grouping expenditures
according to their economic nature. A functional classification of expend-
iture based essentially on the United Nations Manual had been introeduced in
the 1958-59 budget. A new development was the inclusion of narrative
statements in the 1960-61 budget document, which indicated the broad func-
tions entrusted to each Ministry and the spzcific programmes for which it
wae responsible. ‘

22,  Important work in the field of econcmic¢ and functional classifications
had been carried out by institutions outside the linistry of Finance. For
example, the Memoria fnual published by the Banco de Guatemala included

as a regular feature a chapter on public finance, which presented an economic
classification of government transactions. Certain broad indications
relating to function were given through additional sub-classification.
Another important feature of that chapter was a monthly analysis of the
deficit or surplus position of the Government.

23. It was generally agreed that extremely valuable co-operation had

been received from the Joint Central American Programming Mission in the
progress achieved by Costa Rica, Honduras and El Salvador in 1963, and an
equally effective contribution from the Latin American Institute for Economic
and Social Planning, ECLA and the Fiscal and Financial Branch of the

/United Nations
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United Nations. Department of Economic and Social Affairs, in the foru of
studies on experiments in introeducing the system in other Latln hmerican
couritries and other regions.

24. The progress made in the adoption of- programme budgeting was the

subject of prolonged discussion at the last three meetings of the WOrkshop,

W}Lbh dealt with the practical problems arising in the early stages of
ubllshlng the new System (see paragraphs 84-94).

25. Examination of the‘economlc and functional classifications of govern-
ment transactions prepared in the various countries showed. that there were

no conceptual discrepancies beiween them, the differences consisting rather
in terminology or in the degree of detail in which they were published.

It was considered a relatively easy matter to standardize the two classifica-~
tion scheires in the Central American countries within a.short period.

26. A working group was established for the purpose, and prepared the
schemes for economic and functional classifications set out in annex IV

of the present report. These were based on the systems of classification
contained in the United Nations Manual, adapted and simplified, as necessary,
for use in the Central American countries, on the lines of similar budgetary
classification schemes adopted at the Budget Workshop held at Addis Ababa

in September 1961.5/

27. The Workshop unanimously recommended the adoption of the two classifi-
cation schemes on uniform bases, and the publication, in dvue course, of the
fiscal statistics deriving from them in such a form as would permit compariscn
between the different countries of the area. Those statistics were con-
sidered essential for the studies being undertaken at the request of the
Central American Economic Co-operation Committee, as a basis for reconciling
the tax systems of the Central American countries with a regionally-oriented
flscal policy aimed at ensuring the efficient operatlon of the Common

Market and at promoting the integrated development of Central America.
On the expenditure side, the uniform classifications would be exceedingly
useful for the co-ordination of national economic development plans with
projects and programmes of regional scope '

2 Relatlonshlp between medlum and long—term economlc
development plans and the annual budpet

28. - The partlclpants devoted speclal attentlon to problems connected with
the relatlonshlp between medium and long-term development plans and the
government budget. The discussions were:-based on the aspects dealt with in
the document prepared by the ECLA secretariat. _/

5/ . See ST/TAO/SER C.53; E/CN ll+/ll7/Rev 1.
6/ E/CN 12/13% 3/L 5/Rev 1.

/29. The
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29. The Workshop considered that the subject under discussion presented
some special features in the case of the Central American countries, since
they had made a start on a systematic development planning process in

close co-ordination with the economic integration activities which those
same countries had been pursuing since the beginning of the past decade.

The unification of five national economies posed its own problems that did
not arise in the context of a single country. Hence the need for
co-ordinating those countries' national development policies through greater
idsntification of the aims of regional integration with those of individual
countries. That common basis of interest had already found practical
expression in the endeavours made by certain sectors to formulate regional
plans - as, for example, the Central American Highway Plan and the projected
interconnexion of scme national electric power systems - and would be
expanded through the co-ordination of the national development plants that
were being prepared for 1965-69 and the activities of the sub-committees

of the Central American Economic Co-operation Committee and other common
market organs. '

30. It was generally agreed that if the development plans, as envisaged,
were to be successful, adequate machinery for their implementation would "
have to be set up in each country. The basic instrument for implementing
development policy and its corresponding plans and projects is the public
sector budget. In that respect, it was pointed out that effective
co-ordination had to be established between the national development
targets and the goals deemed to be desirable for the five countries as a
whole in the context of integration, as well as between national medium
and short--term targets and the annual government budgets. The %orkshop
welcomed the fact that each country was taking steps, on the basis of
uniform criteria, to revise its budgetary system and perfect its planning
mechanisms. A technical foundation was thus being laid which would greatly
facilitate the formulation and application of national development policies
and their co-ordination at the regional level.

31. There was some exchange of information on the individual countries!'
approach to planning. It was deemed necessary to set up a pyramidal-type
planning organization which would function as part of a permanent admini-
trative process, and would provide for active co-ordination between planning
and the budget. Such a planning organization would permit budget preparaticn
in the form of annual action programmes, in terms of short-term targets
established within medium and long-term possibilities. The process would
have to include the setting up of a permanent mechanism for consultation
with the entrepreneurial and wage-earning sectors, thereby ensuring their
active participation in the formulation of a developuent policy.

32. In the process in question, long-term and over-all planning would

have to be the responsibility of the central planning offices. The sectoral
plans would be drawn up by the Ministries and, where appropriate, by the
agtonomous development institutions, and the central office would be respon-
sible for adapting them and meking them compatible. The annual plans and
performance budgets should be prepared conjointly by the central planning

/and budget
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and budget offices, the regpectlve sectoral offices in the Ministries and
the administrative units in charge of the 1mplementatlon of public admin-
istration programmes. .That would enable the agencies résponsible for the
execution of plans and programmes to participate “in ‘their formulation,
thereby ensuring gzeater 1nterest in the attalnment of tiie objectives
laid down.

33. The information furnlshed by the participants made it clear that
Central American _experience in the field of planning was very recent, and
only lately had measures;been adopted to co-ordinate planning and. budgetlng.

3L. In January 1963 the Government of Costa Rica had adopted hct No. 3087
cetting up the Planning Office, attached to the Office of the President of
the Republic, for the formulation of long, medium and short-term plans.

The said Act provided that the annual budget must be presented on traditiona.
lines and, moreover, "in accordance with programmes to be developed in the
course of the ensuing year". Known as the Economic Budget, it had been
submitted to the Legislative Assembly for the first time in 1963, for
implemertation in 1964. Its preparation was in the hands of the Annual

Plans Department of the Planning Office, which had previously formed part

of the Budget Cffice of the Ministry of Economic Affairs and Finance.

35. El Salvador had cstablished the National Economic Planning and
Co~ordination Council in 1962, under the Office of the President of the
Hepublic, for the formulation of development plans. It was currently
engaged in the preparation of a development plan for 1965-69 and a two-year
investment plan for 1964~65. The government budget for the fiscal year
1964 would be presented to the Legislative Assembly in the form of a
programme budget. The budget in question was at present being drawn up by
the Budget Office of the lidnistry of Finance, with the co—operatlon of the
Planning Council.

36. In Honduras, the Naticnal Economic Council - also under the Office

of the President of the Republic =< was responsible for drawing up economic
development plans. It was pre51ded over by the Minister for Econcmic Affairs
and Finance, and’ ‘consisted of other ¥inisters, high officials and a repre-
sentative of the private sector. The Council had drawn up a Two-Year Fublic
Investment Plan for 1963-64, and was now drawing up a national development
plan for 1965-69. “Thé Budget. Office, a branch of the Ministry of Economic
Affairs and Flnance, had for some' years been using programme c¢lassifications
in thé structure of the government budget, which was- to be presented by
programmes, sub-programmes, activities and projects for the fiscal year
1954, The Budget Office had worked in close co-operation with the National
Leconomic Cgunc1l in the formulation of government programmes.

37. In Guatemala development plans were drawn up by the National Sconomic
Planning Council set up in 1957. The Technical Budget Department'of the
Ministry of Finance co-operated with the Plannlng Councll in the co-ordination
of plans on the basis of available fiscal resources. It was expected to
incorporate such plans in a programme and performance budget for the fiscal

year 1964-65.
/38. In
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38, In Nicaragua the National Economic Co-ordination and Planning Office,
under the Office of the President of the Republic, was responsible for
sectoral and regional planning. Recently the first steps had been taken
to co-ordinate programmes with the annual budget, which was prepared by
the Budget Office, Ministry of Finance.

39. Following the above exchange of information cencerning planning
efforts in Central America, the participants pointed out some of the
factors hindering progress in the formulation and execution of development
plans and their relation with the budget.

4O. Such factors included the difficulties stemming from the lack of
uniform terminology and nomenclature for use in plans and budgets, which
hampered the co-ordination of programmes and projects with sectoral plans.
Further, the excessive centralization of planning activities sometimes
prevented the integration of plans with programmes at the ministerial and
autonomous agency level. Allied to this was the want of a timely flow of
statistical data on which to base the formulation of programmes and to
facilitote their execution and control.

41. There was general agreement on the need to have uniform indicators
for use in the setting of targets, both by planners and by budget and
administration officials. Special co-ordination would be called for in
that connexion, so that the targets contained in development plans should
not be expressed in units different from those used in the budget.

2. The participants considered it highly important to explore the
possibility of drawing up detailed medium-term plans and projects for the
public sector, each with its own budget, with a view to facilitating the
preparation of annual programmes, covering a reasenable period, in which
the necessary funds for completion of the activities and projects could
be indicated. It might perhaps be advisable for future budget expenditure
applications prepared by the Ministries to include estimates of expenses
for the three or four ensuing years. Such a procedure would permit the
expenditure budget to be more in line with the resources available, by
indicating to the legislators the future commi tments deriving from initial
approval of .specific programmes.

43. The expediency of extending the planning and budget relationship to
the whole of the public sector, particularly to autonocmous agencies and
public enterprises, was also underlined. In that respect it was pointed

~ out that accelerated development was achieved not only through the expansicn
of existing enterprises or the creation of new preduction units; continua-
tion of existing activities must also be planned so as to improve the

return on allocated funds.

4h. The participants felt that a monetary policy should be formulated
and applied which would be in line with the requirements of development
programmes and would provide relatively stable conditions for their

implementation. In that connexion, it was considered that the national

/econcmic budget
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economic budget worked out on the. badis of. schemes‘shdﬁiné‘the'sources and
ase of funds was a valuable tool for the” purpose. ‘

L45. The conclu31ons reached might be summed upxas follows.

(a) The planning systems being establlshed in Central America should
be developed in- future with.an eye :to proper co-ordination between national
development plans and the efforts to. achieve Central American economic
integration. The former should be framed in accordance with the tenor of
regional development policy; -

(b) These aims should be crystallized in the formulation and
implementation of long, medium and- short-term plans, co-ordinated with
annual budgets covering the whole of the act1v1t1es of the public sector
in every country;

(¢) The preparation of plans and budgets should be entrusted to
a suitable planning and budget- organization of the pyramidal type embracing
all levels of the public administration, and should be undertaken in
consultation with the entrepreneurial and wage-earning sectors;

(d)' In order to establish the technical bases for the integration
of planning and budgeting, it was essential to standardize the terminology,
nomenclature, and classifications used in the two processes;

(e) Special efforts should be made to improve national statistical
systems so that timely and adequate information could be furnished for
planning purposes;

(f) Methods of estlmetlng and projecting financial rescurces must
likewise be established to ensure continuity in the execution of prograirse
and projects; :

(g) An economic and financial policy .capable of providing stable
conditions for the execution of development plans should be devised. The
national economic budget is a valuable tool for working out a monetarv and
credit policy that is compatible with development prograumes. g

3. The performance app;gach to government budzetlng

46, In cons1der1ng this p01nt the horkshop dlscussed the benefits to be
derived by Governments from adopting the methoed of performance budgeting. Z/
It was unanimously agreed that a. performance budget is a useful tool for
carrying out development plans, and that, in addition, it provides guide-
lines for rationalizing the public administration and introduces a series

of new factors conducive to the exercise of more effective control through
assessment of spec1flc results to be attained rather than by mere accounting
operations. : : . .

1/ E/CN.12/8f# .2/1.4, The Manual for econcmic_snd functional classifica-
tion of government transactions, was used as a background document
for this discussion.

/47. Note
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47. Note was taken of the fact that in programme and performance budget-
ing more emphasis was laid on the accomplishments of government departments
than on their purchases. Thus, in contrast to the traditional budget,
attention was focused less on the means of achieving an cbjective (wages,
equipment, travel expenses, etc.) than on actual results (kilometres of
highway built, schools or hospitals constructed, hectares of land made fit
for cultivation or irrigated, etc.). Intrinsically, the new technique
could be applied to a limited extent in improving the efficiency of certain
departments, or it could be utilized in over-all programming of the public
sector within a national development plan.

48. In that connexion, it was considered desirable to place special
emphasis on the establishment and selection of medium and long-term targetis
to be attained with the funds allocsated. It was agreed that there should
be a gradual introduction - such as was already taking place in a number
of Latin American countries ~ of programme and performence budgeting into
the budget practices of Governments, and that the system should be granted
legal recognition through the passage of appropriate legislation. The
Workshop took note that such legal recognition had taken different forms.
In the Urited States the law had not had to be amended in order to intro-
duce the system, but in many Latin American countries special legislatioen
had been required, as in Bolivia, where legal recognition had been granted
under the constitution itself, or in Colombia, where it had taken the form
of a legislative decree. In Peru and Paraguay, on the other hand, naw
organic budget laws had been enacted that governed the whole system. In
frgentina the methods of constructing the programme budgets were regulated
by decree. In Brazil the Government had passed legislation on the budget
classifications to be applied at the Federal, State and local levels. In
Ecuador and Venezuela the system was introduced without any change in the
existing legislation, and that would also be possible in the Dominican
Republic, where the legislation was flexible and permitted the system to
be introduced without the necd for any special legislationm. '

49. The participants exchanged information on the situstion in Central
kmerica with respect to the legal recognition of programme budgeting. In
Costa Rica legislation had already been enacted for that purpose, in the
form of Act No. 3087 of 1963, which established a "financial budget" and

an "economic budget", on a programme and performance basis. The Governuents
of Honduras' and El1 Salvador were considering the adoption of new organic
budget laws. Guatemala and Nicaragua were also interested in changing their
budget legislation in order to establish the legal basis for the budget
changes to be introduced when the 1964-65 estimates were prepared. Prior
to those developments, Panama had enacted het No. 75 in 1960, laying down
methods of budget programming.

50. The participants stressed the need to conceive the budget as a plan
of which the annual budget act constituted legal recognition. In that
instrument funds were classified by Ministry and by programmes. It should
include a section giving the details of the budget expenditure by prograumme
and performance, which would provide information about the programmes,

/sub~programmes,
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-.sub-programmes, activities and projects, with the targets concerned, alloca-
. tion of resources and measurement of costs. In that Way the legislative
branch, when approving the allocation of funds by programme, would. have
access to full information about the Government's plans, and the executive
branch would have an effective working guide in implementing those plans.

51.  The Workshop discussed at some length the various problems that arise
in connexion with the legal recognition and subsequent operation of a system
of programme and performance budgeting, and it was considered that theru
were a number of requisites for those two stages.

52. It was considered essential to the successful application of the
system that the authorities' decision to introduce it should be taken at
the highest. lewvel, and that their support should be maintained through the
various later stages of its introduction. Examples were given of the
President of the Republic himself, and the Counc¢il of Ministers, having
taken the décision to apply the new techniques. Reference was also made
to the difficulties that arose in those countries where there were a number
of autonomous institutions in which the central Government did not always
have sufficient power to bring about the required changes. It was recom-
mended .that in such cases the aim should be to persuade such bodies that
they should apply the system, by show1ng them the advantages of th@ new
methods.

53, ‘Another.requirement for the application of the technique' of perform-
ance budgeting was that there must be a full understanding of the new
system on the part of the 1eglslat1ve organs respons1b1e for the analy

and approwal of the budget.

54. - There was agreement as to the need for a thorough understandlng,

on the part of the officials at the various levels of government, of the
advantages of the system as an administrative tool. From that standpoint,
it was considered important that experts on organization and metheds
should partlclpate in budget reforms, to ensure that such reforms would -
go hand in hand with changes in the execution of the system that would
permit the: adoptlon of more flexible and expeditious procedures, whose
advantages .are appreciated at all administrative ‘levels.  In addition it
was recommended that training courses on the subject should be held, and
manuals on budget preparation widely dlstrlbu ed;-in order to elicit the
1nterest of publlc officials. a S '

55.- Some partlclpants suggested the d651rab111ty of distributing informa-
tion to various sectors of the population that would benefit from the
programmes, and permitting their participation, in order to win their
support and facilitate programme execution in the areas concerned. Expe-
rience had shown that dny performance budgeting system introduced in
Central America must be- adap+ed to -the 1nd1v1dual features of the country
concerned.

/56. At
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56. At the close of the debate on this topic, the following conclusions
were reached:

(a) The technique of performance budgeting should be applied to
public sector budgets, in order to ensure the allocation of State resources;
in terms of development plans;

(b) Governments should be recommended to adopt systems of performance
budgeting provided with a proper institutional framework and backed by
legislation to ensure their workability;

(c) The value of the performance type of budget as a means of facili-
itating parliamentary discussion should be made clear to legislators;

(d) Decentralized agencies ond autonomous enterprises should be
induced by persuasion to introduce performance budgeting;

(e) Government officials should be informed about the new techniques
and trained in improved practices of budget planning and implementation;

(f) Governments should be recommended to supplement budget reforms
by changes in civil service structure and procedures, designed to increase
its efficiency in the execution of public sector plans and progremmes.

4. Performance budget classifications
and. measurement of results

57. The Workshop was particularly interested in this subject because of
the importance, for budget programming, of establishing a satisfactory
classification by functions, programmes, activities and projects. The
Workshop had before it, as a guide to its discussions, the Manual de
presupuesto por prozrames v actividades already referred to, together with
a document prepared by the ECLA secretariatb.g/

£8. ' It was agreed that a good classification of programmes, sub-programmcs,
activities and projects, accompanied by a proper classification by object

of expenditure, provided the information needed to grasp the operational
costs of the programmes and analyse public expenditure from the standpoint
of their effect on economic development.

59. With respect to the form of presenting the programmes in the budget,
it was suggested that the classification should distinguish between opera-
tional and investment programmes. The former could be divided into sub-

programmes and activities, and the latter into sub-programmes, activities,
and "works" (see definition in Annex V. 4.3). In relation to the contents
of each of those items, the Vorkshop discussed the preliminary definitions

8/ Estructura de un programa presupuestario (&/CN.12/BRW.3/L.6).

/that might
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that might be used, taken from the Réport of the Vorkshop on Budgetary
Classification and Management in South America, heid at oanbiano, Chile,
in September 1962 9/ The definiticns, as revised, are given in Annex V.4
of the present report together with model schemes for the identification
cf programmes, sub-programmes and act1v1t1es,1n‘the fields of education,
health and agriculture. As the classification by programme should be
acconpanied by a classification by obJect of expenditure, the Vorkshop
considered it useful to draw up a prel Liminary scheme to serve as a guide
for standardizing the classification of accounts for the countries of the
area (see Annex V. B).

60.  The Viorkshop noted that in many of the countries that use the system
the progirammes were not properly organized, which made it dfffiCult to
establish the relations between the aniual sectoral programmes {(in agri-
culture, education and health, for examp]e) and the corresponding sectoral
development, plans. The lack of co-ordination was due to the fact that in
some countries the prograrmes werc established ai the departwmental level
and in others at the Ministerial level. For example, in the United States
and Philippines budgets the programmes were established within agencies or
sub~sections of Ministries, and their basic aim was to measure the effootive-
ness and costs of the programmes and activities. In many Latin American
countries, on the other hand, programmes were established at a higher level,
and were organiced according to functions within a Ministry. That made it
possible to group together all the programmes of the same type under a
single function, even though they came under different departments, and
facilitated their co-ordination with sectoral development programmes.

61.. In the United States and Philippines budgets allocations were made
at the level either of programmes, or of groups of activities, whereas in
some Latin American countries the allocation of resources was scmewhat
inflexible, in order to prevent any possible abuses in expsnditure.

¢2. It was noted that in some countries the programue budget system was
used mainly to measure the cost of the activities and improve the efficiency
of the services. In Latin America there was more concern with the problem
of establishing. targets and evaluating results, because of the importance
attributed to the usé of. programme budgeting as a plannlng instrument.

63. The discussion of the subject showéd that once the scheme of classi-
fication by programmes and activities had been drawn up, units of physical
measurement of targets and results had to’ be decided upon that the admin-
istration could convenlently use for the purpose of. analysis, revision and
evaluation. - However, it was concedrd that to convert the. budget to the
performance system, it was not. 1mmed1ately necessary to 1dent1fy all such
measurements. At the time of’ establlshlng the new system all that was
needed were simple methods of 1dent1fy1ng the volume of work, with an eye
to future improvements. :

9/ E/CN,12/634/ReV.1.
/6. When
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6L. Vihen the chapter on ths subject in the Manual was discussed, it was
considered important to establish work units appropriate for the measurement
of results. An unsatisfactory choice could lead to inaccurate measuremsnt
of results, which might in turn produce wrong administrative decisions.

If the work units were to fulfil their purpose, they must be measurable,
they must reflect the work done, they must be verifiable by comparison with
other control data, and they must be comparable over given perieds. The
units must be expressed in familiar terms and their meaning must be clear
to the staff. Quality controls were also important adjuncts of the system,
and should be established as part of the definition of the work unit, or
clse be laid down in some other way in order to ensure a consistently
satisfactory output. In additicn there should be a system of records,
informetion and analysis to make i% possible lo cbiein the best poscible
results.

65. The participants arrived at the following conclusions at the close
of the discussion:

(a) Clearly-defined criteria should be laid down for distinguishing
between programmes, sub-programnes, activities and projecis. For this
purpose, it would be adviszble for the Central Amcrican Governments to
adopt model classifization schemss for use as a guids;

(b) The scheme of programmes, sub-programmes, activities and projects
incorporated into the government budget should, as far as possible, be a
gvandard scheme used for both planning and accounting purposcs;

(¢) The measurement of results should be based on proper classifica-
tions that would permit the total cost of the programmes, activities and
projects to be determined, and unit costs within each category to be
calculated.

5. The performance budget and accounting

€6. In discussing this point, the Workshop stressed the importance of
accounting in the preparation and management of performance budgets and the
need for close co-operation between accounting offices and budget offices

in the adoption of this system of budgeting. It noted that some of the
information needed for a performance budgeting system was strictly financial
in nature, and that other kinds of data were alsc needed, for instance on
volume of work and activity. In addition, it pointed out that the necessary
information could be obtained not only from account boocks but also through
sempling and other statistical and analytical techniques.

67. 1t was agreed that public accounting, which in the past had been
primarily concerned with controlling the use of funds, should be used as
an instrument of the financial administration and economic development
programming. Since such additional accounting functions required a higher
level of technical skill, some of the participants pointed out the need
for special courses on public accounting and auditing at universities and
other educational centres.

/68. While
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68. Thile recognizing that the differences between' public and private
accountlng were lessening, the Workshop rescommended. caution in the use of
business accounting practices in the public sector. ' Those practices shouid
be applﬂcd only in specific cases, and. only aflter uhe.neceqsary ad justiments
had been made. - The adeption of highly detailed accounting eystems would

not be particularly ugeful for & large number of government activilics.

It vas notad in +1nt,conney'on.that unit..cost data were of moare relevince

to certain spheres. of activity such as. education, hospitals and public works
than to administrative activities where thsy ofien had mo great significancs,
Moreover, in some sases such data as workload figures might in themzslres
provide sufficient guidslines and c¢riteria for the establishment of objecs
tives and the evaluaulon of results, without any attenmpt to ccmpute hichiy
accurate unit costs.

69. Also considered most advisable was the adoption of a single system
which would yield all the basic accounting data for fund control, budget
management and economic eralysis. The existence of muliiple, unco-crdinated
accounting systeme might not only resuli in unnecessary expense, but make
for confucion in the uvse of the-data. The accounting sysbtem, besids
nlazing perticular emhhvs¢s on budget expenditvre, s“ould admguately
reflect the flow of revenue into the Treasury and present the Government's
cesh position in relation to the needs of the various programuss. It was
therefore agrecad that budget, operating and asset and 1iability accounis
ghonld b2 incivded in a single system. ‘The advantages and fecsibility of
such integration had been demonstrated in several countrics of the area.

70, The concept of an integrated accounting system did not preclude the
decentralization of aeccommting activities. -It did, however, assume that
all accounts sheuld be established on a uniform basis and that the data .
yielded by the different types of accounts should serve the purpose of
carparison and consolidabien.

/3, Public enterprise aceounting precented a special problem. The
¢ifficulties were multiplied by the fact thut the accounts usually carried
by such enterprises resembled those in the private sector more .than those

of regular government.agencies. ' The discussions brought out the importance
of stipulating that both.over-all acccunts:and-financidl reports should
reflect the operatlons .of public enterprises, at least in summarized form.
Otherwise, the broad-scope which should characterize the accounting system -
devisced. for per¢ormance budget:ng would be seriously impaired. ‘ C

2. Performan e budgetlng empha31zed the costs and results of operatlons.
Its application to accounting should therefore be considered in the light-

of the different expenditure headings - disbursements, obligations, accrued
expenditures and accrued cesus.— each of which presented the transaction - .
from a particular stendpoint and was useful for finoncilal management purposes.
Disbursement data were essential for cash planning and control; the record-
ing of obligations on the basis of purchase orders.and'other commitments
was frequently the means for budgetary control of funds; accrued -expenditures
rzflected the receipt of goods and services and. the resaltlng ligbilities;

/accrued costs
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accrued costs recorded the use or consumption of goods and services. The
Workshop agreed that of the four bases for recording transactions, accrued
costs represented the greatest accounting refinement, and called for
critical evaluation as to their applicability to the specific activities
for which they were considered. Thus, for example, there was little
advantage to be gained from applying the accrued cost basis to a programne
whose funds were spent almost entirely on salaries and wages incurred for
current purposes. On the other hand, a programme involving substantial
capital expenditure or large inventories might require accrued cost data
which would make for satisfactory planning and control. :

73. The participants recognized that performance budgeting was more
effective if at least the more substantial capital expenditures were
distinguished from current expenses. At the same time, they cautiored
against meking a broader distinction than was required for the particular
programue concerned. : '

74. The various ways of entering revenue were also considered, and it

was pointed out that different bases might be used for different sources

of revenue. Thus, the accounts for scme types of revenue should be on an
accrual basis, while others need be entered only on the basis of actual
receipts. The mixed character of the revenue accounts could have its
counterpart on the expenditure side, i.e., accrued costs could be determined
for certain activities, while in other cases there would be little point -
in going beyond accrued expenditures.

75. The fact that programme classifications were an integral feature of
performance budgeting did not detract from the usefulness of traditional
expenditure classifications: by function, economic item, organization and
object. It was agreed that performance budget classifications supplemented
rather than superseded the traditional types. - It was generally considered
that the application of performance budgeting must also include the formula-
tion of improved revenue classifications, which could facilitate cash
planning and control, and the adaptation of programme disbursement needs

to revenue receipts.

76. The manner in which appropriations were made greatly affected the
facility with which performance budget accounting could be carried out.

It was noted that the broad nature of the appropriations made by the

United States Congress simplified the use of performance budgeting and

made for flexibility in its execution.  Officials responsible for programmne
planning and management normally required far more detailed data than was
needed by the legislative body for its analysis of appropriation estimates
and its review of programme results. A classification considered satis-
factory for administrative purposes might be too restrictive if incorporated
in the formal budget appropriations. : Hence such appropriations should if
possible comprise several classifications. Where the executive branch was
empowered to transfer budget appropriations, a more detailed appropriation
structure would be feasible. Accounting must, of course, reflect the basis
on which appropriations were made (cash, obligatien, accrued expenditure

/or accrued
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or accrued cost), however traneactlons could also be recorded and analysed
on bases other than those used for the appropriations.

77. Budgetlng control systems freouently provided tbat approprlatlons be
limited. by a system of cuarterly allocations. Such allocations, which were
nornally reflected in the accounts, could be used to relate the allocatlon
of funds to work programmes :

78. Worklng capltal funds establlshed for act1v1t1ea of an 1ndust“1al
nature, for the maintenance of inventories or the furnishing of central
services could simplify the. task of recording the commitments contracted
for individual programmes or. their components. There were usually inter-
agency transactions that were completely separate from those relating to
workiag capital funds. If the. flow of services, goods .and funds between
agencies, were not fully reflected in the accounts, the figures reported
might present a very distorted picture of what had actually taken place.

79. It was agreed that in the formulation or revision of accounts con-
sideration should be given to the need for facilitating examination by the
auditor. This in turn required an insight into the nature and scope of the
auditor's task, which in certain cases should be confined ‘to a strictly
financial review; and in others should also 1nclude "an evaluatlon of
performance. SERIR : > - :

80. The feasibility of reforms in public accounting was influenced by

the following factors: government practices and traditions; the manner in.
which authority to preseribe -accounting systems was allocated; the distribu-
tion of accounting responsibilities among the -different-government agenciesj
the availability of skilled technical personnel and accounting .equipment;
and acceptance of the proposed changes. Another factor was the speed with .
which it was desired. to introduce the changes. The particular circumstances
of each case would indicate whether the changes in accountlng procedures
should be introduced all at once or by stages.

8l. Possible methods of closely relating planning, the budget and public
accounting were also discussed. The annual-budget covered targets and

funds for a year's activity. In executing the budget it would be advisable:
to prepare periodic schedules of the projected operations. Tax collections
and expenditures should be reconciled in a budget of cash holdings which
would regulaté actual treasury management. -Implementation of such operations
should be:indicated -in periodic progress reports in which authorized expend-
iture was compared with cash holdlngs, -and programmed results w1th those
actualLy obtalned S . 4 ¢

82. . For the sake of satlsfactory co-ordlnatlon between plannlng, budget
and accountlng techniques, it would be advisable to set . up a system of
corisultation or a co-ordination committee composed of representatives. of
the ‘officés - concerned to reconcile the nomenclature; classifications,
definitions and other items which would facilitate the. integration of the
above-mentioned process.

/83. The
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83. The conclusions reached by the Jorkshop were as follows:

(a) A salient feature of performance budgeting is the establishment
of a system of accounts capable of providing the fiscal data required for
the preparation and management of a performance budget;

(b) The adaptation of the traditional systems of accounting to one
based on performance budgeting should be undertaken through close co-operestiun
between the staff of the respective budget and accounting offices;

(c) There should be a single accounting system that would comprise
budget, operating and capital accounts, and show the over-all structure of
the system so as to enable summary accounts to be made up on the basis of
information not only from central departments but also from public
enterprises;

(d) For accounting systems to be perfected, they should not only
furnish information on the programmes themselves, but also establish the
bases for controlling expenditure and cash holdings, handling inventories
and capital assets, administering the public debt, adjusting costs,
auditing and conducting an economic analysis of financial operations;

(e) The use of accrued costs as a basis of accounting and the
extent to which accounts are itemized should be determined by the charac-
teristics of each programme and the fiscal information required. Similarly,
the bases for entering receipts should be modified in accordance with the
source of the revenue;

(f) The particulars regarding appropriations should be sufficiently
detailed to meet the requirements of legislative control over expenditure
while retaining enough flexibility to allow for effective budget management;

(g) The extent of the accounting changes to be made should be
commensurate with the amount of time that is deemed necessary to put them
into practice. Reforms should be realistic, and consistent with the
particular circumstances of each government, as well as with the time,
effort, expenditure and inconveniences involved in the process of conversion;

(h) It would be advisable to set up a committee composed of repre-
sentatives of the offices concerned to undertake the work of reccnciling
planning, budgetary and accounting terminology.

6. Establishment of a system of performance budgeting

84. The debate on this topic centred on the following questions: (a) whether
to establish the system simultaneously in every area of the administration

or to introduce it by degrees, using particular agencies or organs for

pilot studies; (b) the extent to which the technique should be applied

during the first phase; (c) the stages of work involved in establishing

the system satisfactorily; and (d) aspects relating to changes in the
administrative organization.

/(a) General
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(a) Genersl or Dartldl establishment of the svstem

85. The participants discussed the question of whether the system should
be introduced simultaneously throughout the public sector, in the central
administration only or in some of the latter's subsldlary agencies chosen
as a testing-ground.

86. Current experlence in Costa Rica, El Salvador and Honduras were
reviewed, together with those of other Latin American countries, and atten-
ticn was drawn to the disadvantages of covering the whole public sector
during the first year, owing to the difficulty of achieving prorer
co-ordination between the different autonomous agencies and enterprises.
liith respect to the most effective way of introducing the new methodology
into the central government, the most positive results were deemed to have
been achieved by those countries which, from the very outset, had instituted
the system in every branch and dependency.. -

87. The Workshop was inclined to recommend that those countries that had
not yet adopted the performence budgeting systen should do so on as broad

a basis as possible, and try to cover in the first year the whole of the
central administration, with a view to extending the system in subsequent
years to autonomous agencies and enterprises. Although these should not
receive first priority in introducing the new technique, the Vorkshop

agreed in stressing the advisability that they too should adept that method .
of budgeting. The application of performance budgetlng to public enter-
prises would achieve the following important aims: (a) it would provide .

the enterprise itself with the basic information needed for its cecisions;
(b) it would facilitate the analysis of its operational efficiency, the
extent to which its installed capacity was being used, and its financial
situation, so that the subsidies provided by the Governmgnt to offset losses
and any contributions it recommended to finance new investments could be
based on adequate information, and (c¢) it would establish a routine system
for providing information useful in formulating annual, medium and long-term
plans. Similarly, the inclusion of this technique in the administrative
methods of such enterprises would, of course, be facilitated by the commercial
accounting system they used, whlch provided the type of data needed for the
methodology of performance budgeting. '

(b) Scope of. apriication of the_technigue during the initial phase

88. It was recognized that wide possibilities were offered by the technicue
of performance budgeting, as a means of ensuring that the budget system
becomes a multi-purpose instiument for rationalizing and planning government
~activities; as a medium for providing legislators and.the public in general
with information on.such activities; as a methodologlcal approach which
permits much more efficient execution of the budgei; as a mechanism for
financial control and the control of the results achieved in the execution

of the budget, and as a yardstlck to go by in working out a satisfactory
administrative strucuure.. The Workshop proceeded to consider which of those
advantages could be reaped during the first stage of the system's introduction.

/89. Given
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89. Given the efforts that are currently being made by the countries of
the area to evolve and prepare national development plans in keeping with
the aims of integration, it was considered that the changes to be intro-
duced into the budget system should aim at transforming it into a planning
instrument as soon as possible. Accordingly, during the first year in
which the technique is applied, the programmes being carried out by govern-
ment agencies should be identified, their targets indicated, and an endeavour
made to bring home to every levsl of the administration, and particularly
to the officials responsible for implementing programmes, exactly what is
involved in programming future activities and administering a programine
with a twofold purpose, the financial management of budget appropriations
and the attainment of the targets established when the budget was prepared.

90. It was believed that once the first stage of ratienslizing the
programmes of government action and identifying approximate targets had
been completed, it would be possible in subsequent years to go on to the
analysis of the levels of efficiency of each programme and to cost studies
of those programmes that needed them, thus making it easier to apply
criteria of priority in establishing future targets.

(¢) Stages in the adoption of the technique

9l. The Workshop was given a detailed account of the way in which ner-
formance budgeting was being introduced in the three countries that were
to adopt the system in 1964. Their experience, which was regarded as
encouraging, indicated that the first step was to set up a joint working
group of officials and technical experts from the branches concerned with
budget preparation, manageient and control, partlcularly the Budget Office
and the planning offices.

92. The working group should discuss and establish the general design

of the new budget system, define the strategy of its introduction - levels
of government to be covered during the first year, how far the new technique
was to penetrate, etc., consider the possible obstacles arising from the
existing legal provisions, and lastly prepare instructions and forus for

the departments, explaining the new methodology, its main concepts, and the
new budget classifications involved.

93. The VWorkshop considered that in the working out of the draft budget
estimates by the departments in accordance with the new instructions and
forms, it was most important that the members of the central working group
should give continuous guidance to the officials of lMinistries and depart-
uents, and that at that stage training courses for those c’ficials should
be organized.

9. Lastly, it was emphasized that when the drafting of the estimates had
been completed and the budget document submitted for the approval of the
legislature, there should be a publicity campaign to make known the scope
and possibilities of the new system, and an effort should be made, in .
particular, to assist and guide the parliament with a view to facilitating
a proper analysis of and approach to the new form of budget.

/(d) hspects
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(d)  Aspects rclatlng to ch<u;es in tie anmlnlutratlve nrganlzatlon

95. = The participants stressed the need for organlzatlonal changes and
spoke of the difficulties encountered in defining programmes because of
the 1nflex1b111ty of the existing administrative structure. Most of them
agreed that such changes ought not to be undertaken during the first year
of the new system, but should instead be proposed when the implementation
of the budget programmes began to disclose inefficiency, duplication of
services, and unnecessary or outdated activities.. Once.government activi-
ties had been identified in the first stage of the.technique'’s applicatior,
the speclflc ‘activities of each subordinate agency could be determined,
together w1th their cost. Thereafter, as the direction taken by development
plans became clearer, the scheme of budget programmes ceuld be perfected
and the administrative organlzatlon of the unlts responsible for thekr
execution 1mprOVed

96. As in the case of the previous items, the experience of Honduras,
El Salvador and Costa Rica was described by the participants from those
countries and gave rise to a most useful discussion.

97. Without prejudice to the general conclusion concerning changes in the
administrative organization and the stage at which they should be introduced,
it was agreed that even in the first year steps would have to be taken to
establish well-organized central budget agencies which would ensure the .
satlsfactory operation of the system, and provide more reliable 1nformatlon
on the results and on the personnel and input requirements of each individual
programme, to be used in preparing future budgets. In addition, budgetary
planning and programming offices should be established in the liinistries
from the outset, to carry out the work of sectoral planning, and preparation
and implementation of the budget in the fields concerned. Such offices
would serve as permanent links with the central budget agencies and with
the central plannlng office. :

98. In considering that point the Seminar took up the question of the
location of the central budget agency, concentrating in particular on the
possibility of either meking it a part of the central plarning office, at
the level of the Office of the President, or p1a01ng it in the Llnlstry of
Finance.

99. It would, on the one hand, be convenient for purposes of orientation,
co~ordination and control at all government levels if the central budget
agency were at the highest level, close to the centre of decision for
government action. On the other hand, for purposes of budget execution,
particularly in the fiscal domain, the ‘budget office must be closely linked
with the Ministry of Finance, which was responsible for the Government's
financial action.

100. Most of the part1c1pants believed -that the best arran"ement would
be to keep the budget offlce w1th1n the Mlnlstry of Flnance whlle permitting

/close co—ordinétion
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close co-ordination between that office and the central planning office.
In arr1v1ng at that conclusion the participants were influenced by the
fact that in Latin America the vinisiry of Finance is one of the most
powerful departments as regards government decisions, since financial
problems are those that impose the most inflexible restrictions on govern-
ment action. The above course was agreed to as the best, subjact to the
proviso that it would be open to revision once general organizationgl
reforms in the structure of the civil service had altered the exjstlng
functional relations and the hierarchy of action of government agencies.

III. CONCLUSIONS AND RECOMMENDATIONS

101. The Workshop noted with satisfaction the achievements of the Central
American countries and Panama in budget reforms and development planning.
The participants laid particular stiress on the need to redoublie the efforts
being made in these Tields until integrated mechanisms have been creatad
for the formulation, implementation and control of development plans and
their co-ordination with ennual budgsis. For that purpose it was deested
essential that the programming process should be closely connected with the
work of praparing the budget and that adequate co-ordination machinery
should be estahlished.

102. The economic integration of Ceatral America will create an increasing
nezd for co-ordination between the nationzl development plans designed to
expedite the balanced grawth of the different economies. The Workshop
atlached special importance to the establishment of planning mechanisms

and budgetary systems on uniform technical and methodological bases aimed
at making such co-ordination easier to achieve.

103. With those ends in mind, the Workshop recommended that the technique
of perfermance budgeting be adopted in the countries that have not yet done
so, on the grounds that it is especially suited for convertlng the budget
into an elfective instrument in the execution of econcmic development plans.

1C4. It was noted that the technique of performance budgytlng is being

introduced in accordance with the guldellnes set forth in the Manual for for

programme and performance budgeting which is a valuable contribution to

the establishment of this type of system. It was acknowledged that general

standards should be formulated and applied in the Central American countries,

o make it possible for uniform classifications by programmes and activities

to be worked out, with dus allowance for the particular circumstances and

aqmlnlstratlve systems of each country It was thought advisable thet the
fisnal year should be the same in all the countries of the area and that

it should coincide with the calendar year.

105. The Workshop particularly recommsnded the adaptation of publvc account-~
ing systems to the 1mp1ementatlon requirements of development plans and
performance budgets. CEtiress was laid on the importance of perfecting the
organization and structure of the national accounting sysiems to ensure

/a regular
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egular Zlow of uniform cata, on the progress cf plans and p“og*ammes
und an eff1c1ent control of funds.

106. Thé-Workshop was of the opinion that, to ensure greater effsctiveness
in the preparation of developmsnt.plans and their co-ordination with the
annual budgets, it would be advisable to reorganize the c¢entral budget

of fices and to creats sectcral plenning offices al the ministerial level.

107. Note was taken of the progress made by the cocuntries of the area in

economic and functional classifications, as recormsnded by the first Werk-
shop on Problems of Budgetary Classification and Management, held at
Mexico City in 1953. The present Workshop endorsed the recommendation put
forward on that occasion that the Manual for econcmic and functional
classification of government transactions should contihue to be used as a
guide for the work of reclas ssification. It was further recommended that
the Governments should adopt a simpiified scheme for the econowic and
functional classification of transactions in the public sector, to serve
as a standard basis for the area. :

108. The Workshop pcinted out that the classifications by programmes and
activitizs and by objzct of expenditure should be made ag uniform as
possible for all countries. Ncte was taken of the definitions of programmes
and activities that had bnen suggested by the Uorkshop on Budgetary Class-
ification and Management in South America, held at Santiago, Chlle, in 1952.
The present Workuhop supplemented the de finitions (whlch appear in Annex V
o=10w; by a provisional classification of expenditure by object in order to
azilitate the iatrcduction of the classification on a uniform basis and
lbb integration with the system of performance budgetlng,

109. Attention was drawn to the valuablé'céntﬁlbutlon which the Join%
Central American Programming Mission had made to the improvements in

budget practices introduced in the countries of the area during 1963, and
stress was laid on the desirability o« the mission's extending’its technical
assistance activitics to all the Cential American countries in the inisrests
¢f the methodologlcql uanormltJ, re;er*ed to in the preccdlng paragrapns.

1:0. 1t was agreﬂd uhat ther was urpon+ need” fcr “training natlnnal
officials in budgetary and publlc accountlng technlques, inaugurating or
improving the relevant wniversity courses and redoukbling the valuable
cfforts being made by ESAPAC at the regional level throeugh its training
coursgs, by the Latin American Institute for E"cnomlc and Socizal Plann_ng
and by other international organlzatlons.

111. It was recommended that expert working groups should be set up in
the countries of the area to study specific problems connected with per
formence budgeting, and to formulate, in the light of their experience,
the standards and methods nzeded ror the nost elfﬂ01ﬂnt functioning of
the systen. :

/112, In



B/CN.12/692 .
E/CN.12/CCE/312
Page 25 '

112. In order to make a periodiec evaluation of the progress achievad in
standardizing budget nomenclature and to suggest expedient improvements,

it was recommended that annual meetings of experts on budgeting and public
accounting should be held in the countries of the area, and that infcrmation
on the advances made in those fields should be published regularly, tcgether
with the relevant statislics, by the regional organizations =oncernsd.

115. The Workshop was considered to have provided z highly useful opperiunity
for an exchange of information among the Central American experts and 7o have
aroused fresh interest in accelerating the progiress of budgeting techniques

in the area. It was decided that the next Workshop should be organized for
the region as a whole in order to make for a wider exchange of expériences.

“
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Armnmex II

AIOTATED AGENDA

1, ReVL@w or Lhc work of budg tary reclahkiflcahwon

N e o T

in the Wbrkshom on budgetary management held in Mexico “in 1953,
thd pradual introdiaction of classifications based. en economics charsstaer

and function wag recommended, It was considered that those classifizeiicons

would piovide the 1nformatlon eszential for the formulation of govermrent
policy in the economic and social fields, and there was a spec*fac
rzference to the draft classaflﬂaLlons presented in the Manual for
economic and functicnal classification of government tfansact$ono (u“_usd
Nations publications, Sales N°:58,XVi.2)a

Budgetary classifications of this typs have alrzady been adopted
in meny Latin American countries, In some of the Central Amcricen
countries their application is the responsibility of such institubicon
as the Central Bank or the Central Statistical Office, and constitules
a part of the work relating tc the preparation of the national accounits.
Tn others (Honduras and Nicaragua) the classifications of goverrment
transactions by economic charactier and functica are included in the
budget itself, or are annexec thereto,

The Technical aspect' of the subject were Iully dealt within
the previous Workshops It is believed that on the present occasion it
would be useful to focus discussion on the experience of the different
countries in the use of economic and funcilonal classifications in
analyesing the influsnce of the public sector on the economy, and in
formulating short-term develovment oHrogrammes, :

2o Relation between medium and loaz term zconomic develonment olmha
216 the fiscal ouugeu

The Central Amerlcan countrles have dec1ded to pramote .econcmic
and sccial develomment through medium and long term olans. In the
public sector the execution of sush plans is the responsibility of
various executive departments of the Government and cf autonomous
development institutions, The budeets of the government bodies are
the basie instruments for carrying out the develoament wnrogramme, bscause
of the importance of this programme in public invegtment, and bscause
of the effect of public “xnendlture and fiscal »olicy on private
activity.

The adaptation of the budget cystem to the vequirements of plamning
gives rise o a szries of problems. Tor exampla: (a2 ) TThat should be
the relation between developmant plens and aanual national budgsts?
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(b) What oroblems are posed by zubstantive co-ordination between anrwial
plans and the Imdgets of the Government and the autonomous agencies?

{#) .hat machinery could ensurs such co-ordination at the various stages
of the budgetory process? (&) Should the Bidget Office be part of

the planning body, or couvld othsr methods be used to ensure close
co—operation in the formulation of public sector vlans? (e) Wrabl
features should the budget have if it is to provide the information
needed for thz formulation and control of planz? {f) In what way, o»
through what machinery, could the financing of-public secteor plans bz
co~ordinated with that of private sector plans?

3> The performence avproach tc government budgeting

Generally spealking programme and verformanse budgeting at the
national level throws more light on what governmant departments have
done than on what they have purchased. Consequently the main emphacis,
uniike that of the traditional form of budget, is less on means to
achieve an aim (wages, materials, travel costs, etc,) than on ihc actual
results (rilometres of road built, schools and hospitals built, hectares
of land made fit for cultiwwion or irrigated, cbtc,) This new techaique
can also be used on a limited scale to improve the efficiency of
individuval depariments, or cen be used in the over-all programming of
public secter within the framework of a national deveiopuent plane
What would be the requirem2ats of a budget programme to meet this lash
aam?

EXN
JL.‘.a

Ls Parformance budget classifications and measurement of wori

S T G Y2 O v

The formulation of a budget based on resulis and aims is
facilitated by the classification of expenditure by function, programme
and activity or project, The functional <lassilication ef public
expenditure is the starting point for the introduction of a programma
budget system, Recent experience in some countries of the area has
shcwn the difficulty of applying suvsh a classification on a uniform
basls, except for such well-defined nublic services as health or
educatione, How far can the analysis of public expenditure by programues
and activities contribute to the definition of "functicns® that would
be operative for planning purposes?

The measurement of work can be defined as a scystem that permits
the establishment of a functional relation between the workload and the
wage hours needed to perform it, or the cost of all the items na¢ls
for its performance, including wage hours, Its main aims are to
determine the efficiency of government bodies and to provide quantitative
information for programming at the project or activity level. Although
the quantitative information is the essential item in programme and
performance budgeting, it needs to be suppleuented by qualitative deta,

/5 Performance
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5o FPerformance budgeting and public accounting
The main function of publiec accounts has traditionally been ©o

serve as an instrument that enables thes execviive authority to accownt

for the funds whose use has been authorized by the legisiative brauzn,

For this type of accounting, data classified according vo the origin of

the funds, the agensies responsible and the object cf expenditure are

adsquate, The -same principles apply for programme budgebing, dbub

adninistrative nzeds are more fully recognized, Waat chanszs are neeced

in public acevuanbts in order Lo provide data in a form thet will facilitate

an effective control of the work in atbtaining the targets establisned?

6. Establishment of a system of preograme and performance budgeting

The establiishment of programme and performance budgeting is a
gradual process that is notably flexible., and can consequently be adanted
to the conditions obtaining in the country concerped. In practice iv may
not be possible to establish the system at cnce in a complete and gensiralized
form, because of difficulties relating to snortage of staff, the tius
nesded, or the very size of the nublic sector. Consequently it is
advisable for nractical reasons to introduce it in instalments, first in a
fow denartments or agencies, aud in subsequent financial yeavs in ths
remeinder, Decent experience in soine Central. American countries may thiow
some light on this and other nroblems that arise at the initi2l stags
when performance ‘budgeting s adopted.

Since the Central American countries have already begun, or are
about to begin, introducing performance budgeting, it may be desirable
to consider at the present Workshop the possi%iliby of adonting uniform
standards of classification and budgetary prssentatien, .This would.
facilitate the comparative analysis of goverament activities in the
countriss of the area, and also make it easier to undertake the 20-
orcination and joini progremming of orojects of regional interest in
connexion with Central American econcmic integration.

/hmnex IIT
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A, SIMPLIFI'D MODLL ECONCMIC CLASSIFICATION OF GOVL.ENMINT TRANSACTICHNS

Table 1

CENTRAL COVERNMENT

Consolidated transactions of seneral government agencies,

government entervorises and angillary asgencies

A. Current Account

Fxpenditure

Receipts

1.

2e

Lo

50

Purchases of goods and services . 8.

for current operations

(a) Remuneration and other benefits 9.

(b) Other purchases of goods and
services for current operations

10.
Interest :
(2) In domestic currency
(b) In foreign currency
’ 11'
Subsidies
o1z
Transfers to income account of house-
holds
(a) Pensions to government emvloyees
(b) Other tranfers ‘
Tranfers for current operations to: 13,
(a) Central general government
agencies not included in the
consolidation 14,
(b) Local government '
Current transfers to abroad 15.

Sales and charges

Net surplus from government entsr—
prises and ancillary agencies

Provision for depreciation of fixed
assets-of government enterprises
and ancillary agencies

Interest and dividends receivgd

Compulsory transfers from income
account of domestic sectors

(a) Taxes on mersonal income

(v) Tares on corporate income

(¢) Social security contributions

Contributions to government employees!
pension schemes

Other transfers from income account
of domestic sectors

Taxes on production and erpenditure
and other taxes

" (a) General sales and turnover taxes

(b) sSelective sazles tawres

(¢) Royalties on natural resources
(d) Import duties

(e) Esport duties

(f) Tares on foreign exchange

(g) ILicence taxes .

(h) Taxes on assets

(i) Property transfer taxes

(j) Surplus of fiscal monopolies

/16,
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Expenditurtre

-

Receipts

16, Transfers for current operations
from:
(a) Central government agencies not

included in the consolidation

(b) Local government

17. Current tranfers from atroad

7. Current expenditure 18. Current, receipts
Balance:

19.

B.

Saving before denreciation

Capital Account

3E.X penditure

Receipts

20.

21,

224

23.

Gross capital formation (general
government,)

(a) Purchases of new capital goods
(b) Purchases of existing capital

goods
(c)

Stockpiling (net)
Gross capital formation (goverhment
enterprises and ancillary agencies)

(a) Purchases of new capital goods

(b) Purchases of existing capital
goods
{c) Stockoiling (net)

Transfers to capital account of
domestic sectors

(a) Central general government
agencies not included in the
consolidation '

(b) Local government

(e) Public and private enternrlues

(a) Households

Capital transfers toﬁébroad

19.

33~'
3k,

35.

36,

Saving before depreciation
Sales of existing capital goods

Transcers from cepital account of
domestic sectors

(a) Death duties

(b) Other capital taxes

.(¢) Other

Canital transfers from abroad

Repayments of direct loans and

advances from domestic sectors

(a) Central general government
agencies not included in the
consolidation

(b) Local government
(¢) Public and private enterprises
(d) Householcs

Direct

/2he
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Expenditure

Receipts

2L, Direct loans and advances to domestic 37. Repayments of loans and advances
sectors from abroad
(a) Central general government
. agencies not included in the 38, Net increase in denosits with
consolidation government savings banks
(b) Local sovernment ,
(c¢) Public and private enterprises 39, Direct borrowing from demesbic
(d) Households sectors
(a) Central bank
25, Direct loans and advances to abroad (b) Commercial banks
(¢) Other sectors
26. Acquisition of ownership rights in )
‘(a) Public enterprises 40, Direct borrowing from abroad
(b) Private enterprises (a) Public bodies
(v) Private bodies
27, Purchases less sales of claims on :
domestic sectors 41, Sales less purchases of negotiable
(2) Central general government long~term securities issued by s
agencies not included in the central government agencies
consolidation (a) In domestic currency
(b) Local government (b) 1In foreign currency
(c) Public and private enterprises
(d) Households 42, Sales less purchases of negotiable
, - short-term securities issued by
28, Purchases less sales of claims on central government agencies
non-residents (a) In domestic currency
(b) 1In foreign currency
29 giﬁ:ﬁ?ﬁgtzegioi;reCt borrowing. from 43. Issue of securities in exchange for
(a) Central bank ownership rights
&E; ggﬁgirzliioggnks Lh. WNet increase in payables
30, Repayments of direct borrowing from
abroad
(a) . Public bodies
(b) Private bodies
31, Net increase in receivables.
32, Capital expenditure L5, Saving before denreciation and
' capital receipts
Balances S
46. let increase in cashs -~ -
(a) Counterpart fund deposits
(b) -Cther e

/Table 1,
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oo oo, TABIE 1. NOTES AND DEFINITIONS
e ;‘. ‘ General note
1. The model accoﬁ5£ shown in table 1 represents a consolidation of the“

transactions of all units that form part of tne central government, including
. {a) sectors of the ceneral government, that is, Hinistides and central
government deoartments and the autonomous or semw-autonomous institutions.

that provide sitmilar services (such as those dealing with education, welfare,
‘social. security, ete,); (b) ancillary agencies that supply goods and services
to other units of the central government (such as naval shlbyards, munition
factories, central purchasing offlces, etc.), and (e) State comzercial and
industrial enterprises. 1/

24 The data for thce nrepargtion of table 1 are obtained from the main
budrget accounts of the central government and, where necessary, from special
accounts (ordlnarJ anq extraordinary accounts, current @ccoqnts, capital
accounts, etce)s

As governnent accounts are generally on & cush basis it is assumed that
general government.transactions are recorded in the same form. lHowever, since
Ltate enterprises normally use the comrercial system of .accounting, it is
assumed. that their transwctions will berecorded on an accrual basis. A4s far
as possible the sanie accounting system should be applied by the ancillary
agencies, in order to rake wossible a proner assessment of the results of
their activities, and of the costs of goods and services furnished to other
government bodles, and to-ensure efficient ludget mwndyement. '
3 The model account does not wrovide for depreciztion of 11yed assets of
g.neral government agencies or for the im»uted cost of canitzl owned by them,
or for the net increase in wension liabilities in respect of government
employees., For government enterpirises and ancillary agencies thai keep separate
commercial accounts, the depreciation data are obtained directly from those
accounts. In table 1 the reserves for depreciation of fixed assects of novern-
ment enterprises and ancillary azencies are shown as a senarate item on the
receiph side of the consolidated current account (1tem lO)

Le The wide variation in pension_arrangements for government employees makes
it difficult to arrive at a geherally accentable solution for the recording

of this item in the economic classification, Consecuently the treatment in the
model account will not be suitable in every case and is put forward simply

ac one of the nossible solutions. The methods set forth in the lanual have
been slightly modified in the simplified model account in th: sense that
explicit entries. are shown on the receints and erpenditure sides of the current
account for such transactions., -Contributions to pension schemes are included .
under current -expenditure on goods and services 'as mart of the wages of
government employees (sub-ltem la), and shown as a separate item on the
receipts side as "Contributions to zovernment employees! pen51ons schemes".

The actual cash nayment of pensions to government employees is included under
"Transfers to income account of households" (sub-item 4a).

a/ For detailed definitions of the various tywes of governmental agencies,
see A manual for economic»and functional classification of government
transactions, op. cit,.,chapter V.

/ITEN-BY
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ITEM-BY-ITEM DEFINITIONS

1. Purchases of goods and services for: current operations

All purchases of goods and services are included hereunder except:
(a) those for capital formation for civilian purposes (existing physical
assets, new capital goods, stockpiling (net) and, (b) transfers in kind
to other sectors. Expenditure should be recorded on a gross basis, with-
out de%uctlon of offsetting receipts from sales and other charges (see
item 8

Purchases of goods and services for current operations comprise:

(a) Remuneration and other benefits

(i) Remuneration and other benefits in resvect of civilian employees
gManual, items 1.1 (a) and (b)).2/ This includes resuneration in cash and
in kind. Cash remuneration consists of ordinary payments of wages and
salaries, and including overtime pay, reckoned before deduction of tax and
employees' contributions to social security and pension funds. Employers'
contributions, and cash supplements such as bonuses, family allowances and
severance pay, are also included.

Remuneration in kind covers the value of food, clothing and lodging
that is supplied free of charge. This item does not include the remuneration
of self-employed workers engaged in the production of capital goods (see
20 (a)).

(i1) Pay and allowances of armed forces (Manual, item 1.1 (c)). This
includes the same items as mentioned under 1 (a), for members of the armed
forces. Civil defence persomnel are not considered members of the armed
forces. Income in kind excludes the value at cost of shelter provided to
members of the armed forces (barracks, billets, sleeping quarters on ship
board), but should in principle include the cost of housing provided free
of charge to career military personnel. Extraordinary police expenditure
incurred in the performance of defence tasks (such as the quelling of an
uprising) should be classified here.

(b) Other purchases of goods and services for current operations

(1) Rental of fixed assets (Manual, item 1.2). All payments of
rent for the hiring of fixed assets such as bulldlngs, machlnery equipment
and land.

(ii) Military construction and equipment (lanual, item 1.3). Purchases
for direct mllltary use of articles similar to capital goods (as defined in
item 20 (a)) in that they are both durable and costly in nature. It also

2/ The references in brackets are to the definitions in the United Nations
Manual, on.cit., pp. 77-107.

/covers outlays,
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covers outlays, other than on purchases of land, for the construction of
military buildings and defence works, such as barracks, adriinistrative
buildings, -training grounds, fortifications, and airfields, as well as
tanks, warships, war planes, guns, and other equipment, such as cars and
trucks for use by m11¢tary personnel or for- defence purposes ..

Nevertheless the purchase of bulldingq and equipment for plants _
administered by defence departments is included not under this item but
under item 21.6,ras.part of the capital formation of government enterprises.
Also excluded is the construction of housing for military personnel, which
is covered by item 20 (a)

(iii) Other goods and_services for current operations (Manual. item
1. h) Includes materials, office supplies, expendable military supplies;
rent fuel and light, repairs and maintenance, printing, travel expenses,
telephone and telegraph charges and other items for current operations.
The remuneration of members of legislative bedies is also included, together
with the payments made by a social security fund for health services provided
to their members by persons ‘or institutions not hired or owned bJ the fund.

Purchases from other central government agencies are excluded,.except
those from ancillary agencies keeping their own accounts.

‘2. Intersst (Manual, items 13.2 and 13.3)

Covers interest paid by general government agencies and financial -
enterprises to sectors outside the central government. Payments by one
government agency to another are not included, for instance, payment of
‘interest by trading enterprises on the capital advanced to them by govern-
ment agencies. This item also. covers interest paid by government enter-
prises on overdrafts and other commer01al credits. :

3. Subsidies"(Mahual item 16)

These are cash payments to damestlc producers, other than in return
for goods and services rendered, which are treated by the recipients as
receipts in their trading accounts Transfers in kind to producers should
also be classified under this item, together with the deficits of.govern-
ment enterprises which are run-at 4 loss as the result of a pollcy decision.

This item can be- subd1v1ded for the purpose of segregatlng subsidies
that are mainly Prelated to consumer goods and allied services, such as
bread, rice, clothing, etc., from subsidies on investment goods and services
and goods and services for. export. Ir the subsidies to producers are paid
in such a way as to enable a- partlcular group. of consumers or investors to
obtain materials for which all other consumers. or investors have to pay
unsubsidized prices, they may be treated as current transfers to households
or as capital transfers, respect vely. s :

'/L. Transfers
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L. Transfers to income account of households (Manual,
items 17 and 43.2)

This item consists mainly of payments in cash to households and to
private non-profit institutions serving households, that add to their
disposable income and are not paid in direct return for goods supplied or
services rendered. The types of payment included are benefits to the
unemployed, aged and disabled, family allowances, veterans' benefits,
scholarships, grants to private schools and to private social welfare
organizations, and pensions to former government employees. Transfers:
paid through intermediaries such as local agencies of the general govern-
ment are included in this item as tramsfers to households. Also included
are assistance in kind to the poor, food and clothing given to victims of
a natural disaster, the cost of free school meals, etc.

5. Transfers for current operations

(a) To central government aaéhcies not_included in the_consolidation

(b) To local government (Manual, item 18)

Transfers to central government agencies not included in the con-
solidation as well as transfers to general government agencies at the local
level (provinces, municipalities, etc.) treated by them as current receipts.
Transfers made by central government agencies for social purposes and
channelled to recipients through local general government agencies are
excluded (see item 4).

This item can be subd1v1ded into (i) transfers for specific purposes
and (ii) general transfers.

Item (i) consists of.transfers to local government for current
expenditure on goods and services, to be used for purposes specified by
the central authorities (education, health, etc.). Item (ii) comprises
transfers for general purposes, the disposal of which is left to the
discretion of local government bedies.

6. Curfenﬁ~trahsfers to abroad (Manual, item 2C.1)

Military aid (in cash, but.not in kind), grants to supplement the
revenue of a dependent territory (which are analogous to a transfer to
local government for current operations), contributions to meet the admin~
istrative costs of 1nternatlonal organlzatlons, relief contributions in
cash and in kind, social security pensions paid to former residents currently
living abroad and all other transfers connected with the current incoime
and expenditure of the recipient.

/8. Sales
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8. Sales and charges (Manual. items 7.1 to 7.4)

Sales of goods ard services by geners). government agencies, except
sales of assets as defined in item 33. Included are:

(a) sales of existing military construction and eguipment within_the
country. Sales to.other sectors.of the national econcmy of articles
classified in item 1 (b). The correspending purchase by the sector con-
cerned is normally considered as a purchase of aseete unless the items
acquired are to be used as scrap.

(b) Other sales and non—regulatorv charges effected by _general government
agencies to_other_sectors. Charges, often only nominal in amount, by general
.government agencies for goods supplied and specific services rendered to
those paying the charges. The charges may be divided into three categories:

(i) Charges made on the same terms to all who sre willing to pay
them in connexion with services provided in the main by general government
agencies rather than private bodies.. This category would cover charges for
social services rendered by government 1nst1tutlons, such as hospltals,
clinics, schools, universities and the. like. ' ’

(i1) Charges similar to those under (i), except that they are in
connexion with services provided in-the main by private bodies. 'This
category covers all sales.of goods .and services not elsewhere included,
e.g. disposal of surplus materials other than extraordinary.disposals,
sales of government publications, admission charges to -public places,
minor rentals, receipts from cafeterias operated by the govermnment for -
its employees and receipts from any other type of minor activity incidental
to a general government- service.. Tolls and similar charges for roads,
bridges, harbours, etc. are included here when they are not received by
agencies treated as enterprises, i.e., agencies which are separately
organized in such a.way that both the. expenses of operatlons and the
receipts can be 1dent1f1ed , Vo

(iii) Specially”reduced charges for particular classes of consumers
and producers in respect of goods and services similar to those paid for
in full by other buyers, e.g., reduced charges for school meals and special
food for children, seeds and fertilizers at reduced prices, etc.

(¢) Resulatory charges. Charges by general government agencies in
connexion with their cofficial activities and for services for which there
~is no parallel in private industry. Such services can normally be provided
only by government, since they depend on the exercise of compulsory powers.

Examples of.charges paid mainly by enterprises aré those connected with
quality control of export preducts and inspection of health and safety
measures. Examples of charges paid mainly by households are those for
birth and marriage certificates, rassports, drivers' licences and applica-
tions to the courts.

/9. Vet
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9. Net surplus from government enterprises and ancillary agencies

This item represents the balance between the trading surpluses and
deficits of government enterprises operating in direct competition with
other producers. The trading surpluses of ancillary agencies with separate
accounts should also be included here. Surpluses from fiscal monopolies
are not presented under this head,-but under item 15 "Taxes on production
and expenditure". Deliberate deficits in trading enterprises resulting
from a policy decision to operate at loss are considered as subsidies and
are normally included in item 3 "Subsidies". They are shown in item 4,
"Transfers to income account of households™, if a particular class of
consumers is able to obtain goods and services at lower prices than those
paid by all other consumers. The net surplus of government enterprises
should be derived from the commerclal accounts kept by them (see Manual,
tables 17 and 19).

10. Provision for depreciation of fixed assets of government
enterprises_and ancillary agencies K@anual, item 3)

This item concerns provision for the wearing out and obsolescence of
capital goods. In principle, there should be provision for the depreciation
of all items treated as fixed capital assets. This is normal practice for
government enterprises keeping commércial accounts, and the relevant data
can be obtained from their accounts, and from those of anclllary agencies
that keep commercial accounts.

11. Interest and dividends received

(a) Interest received from central government bodies_not included
in the consolidation :

(b) Interest received on loans and advances to local government
bodies (ianual, item 15. 2)

(¢) Interest and d1v1dends received from other sectors (Manual,

items 15.3 and 15.4)

This comprises interest and dividends received by government from
outside sources in respect of loans and advances as well as holdings of
bonds and shares. ' Any interest or dividend earnings of government enter-
prises from non-consolidated sectors would also be included here.

12. Compulsory. transfers from income account of domestic sectors
(Manual, item 21.1 to 21.3) -

Taxes and other compulsory levies which would be regarded by those
paying them as payments out of their income account, but which are not
levied on a particular form of production or type of expenditure. Taxes
classified under this head also, have the following characteristics:

(a) they are levied regularly; (b) they are normally assessed according
to the individual circumstances of the taxpayer; and (c) they are neither
confiscatory nor assessed on the capital estate of a deceased person. The
basis on which they are assessed may be total income, specific types of
income or net worth.

/Social security
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Social security contributions are included here, even though the
rate of contribution may be the same for all contributors regardless of
income and 31ze of family.

The amount to be recorded represents the actual receipts from the
publlc ‘net of any tax refunds.

Thls item is subd1v1ded as follows:

(a) Taxes on pérSonei income (Mamual, item 21.2)

Covers taxes on all types of personal income. The basis on which
they are assessed may be total income, or specific types of income such as
wages and. salarles, profes31ona1 1ncome, interest or dividends. Taxes on
net worth, i.e., on the excess of the aggregate value of assets cwned over
the aggregate value of liabilities, are also included, together with the
"expendlture tax" which, unlike ordinary texes on production and expenditure,
is levied on the taxpayers' total expenditure during the financial year.

(b) Taxes on corporate ;ncome (Manual, item 21.3)

Payments by corpcrations, co-operatives and non-profit institutions
serving the business sector, in respect of income taxes, excess profits
taxes, and taxes on undistributed profits.

(¢) Social security contributions (Manual, item 21.1)

Payments to social security funds (or receipts from taxes earmarked
for social security purposes) by emp¢oyers and self-employed persons. Con-
tributions paid by the government in its capacity of employer are included,
since they. are regarded as part. of wages. Contrlbutlons to pen31on funds
or schemes for government employées are ‘excluded .- :

113. Contributions_to government emplovees' penslon schemes
' (Manual, item £3:1) - 0

Government and employees' contributions to pen51on schemes. This .
item coungerbalances the entries-on thé-expenditire s1de under items 1 (a)
and 20 (a

lh Other transfers ‘fraom income -account of domestic sectors

(Manual, items 21.k4 and.22)

(2) Penalties, fines and other eompulsorz transfers of income

"Other". compulsory transfers would consist of forfeits (e. g.'forfeited
bail) and spécial assessments such as.'those levied on;owners of. property

dlrectly affected by public improvements,. e.g, the building of a road.

(b) Voluntary transfers

i Payments of "con501ence" money, voluntary relmbursements for rellef
supplies provided and other voluntary transfers from domestic' sectors. The
excess: of . recelpts from the sale of lottery tickets over the payment of
lottery prizes is also included. Alternatlvely, lottery transactlons could
be treated as. oarrled out by an enterprlse operated for revenue purposes

/15 Taxes
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15. Taxes_on production and expenditure and other taxes
(Manuel, item 23)

Taxes levied upon the gross value of production or upon gross receipts
from sales, which can be regarded as forming part of the cost of producing
or acquiring particular commodities or as falling on specific types of
expenditure, and taxes on the use of specific assets and property transfer
taxes, with the exception of general property taxes. The profits made by
fiscal monopolies should also be included here. ~Amounts actually received
net of any refunds should be recorded. '

This item should be subdivided as follows:

(a) General sales and turnover taxes

Taxes levied on gross sales receipts of retailers at a common rate,
whatever the type of commodity or service sold, and taxes levied on the gross
sales receipts of other types of business enterprises.

(b) Selective sales taxes

Taxes levied at specific rates on specific commodities, whether col-
lected from producers (manufacturers' excise taxes), from retailers or from
middlemen, and on specific services such as entertainment and transport.
Import and export duties are not included in this group.

(¢) Royalties on natural resources

These are royalties on the removal of natural products (petroleum,
gas, iron ore, timber, etc.) from government land.

(d) Import duties

Covering all import duties, whether levied on the basis of the velue
or of the quantity of goods imported. Receipts from the issue of import
licences and stamp and other dutiésAonlshipping‘documgnts are also included.

(e) Export duties

The same type of levies as those described under the head of import
duties. I o o oy N o

(f) Taxes on foreign exchange

Taxes 1evied-specifically on the purchase of foreign exchange. The
profits from multiple exchange rate schemes should be included here.

(g) . Licence taxes

Amounts charged for licences to exercise a business, profession or
trade, and levied either at a flat rate or on some base other than gross
receipts or net income,

/(h) Taxes
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(h) Taxes on assets

Taxes levied on the use of specific physical assets as, for example,

motor vehicle taxes, or taxes on the occupancy of land and bulldlngs
- (assessed on the rental value or capital value of the property) ‘This item,

however, excludes taxes on the income derived from owning and letting = |
property or on the -imputed 1ncome of an owner-occupier. It also excludes
"general' property taxes" (i.e., taxes applied at’ a*uriform rate on the
aggregate value of a broad heterogereous group of assets owned by the tax-
payer).  These taxes are sometimes an admlnlstratlve dev1ce for taxing
income, or they may represent a capital levy.

Taxes on the use of specific physical assets may be calculated on
the value of the assets or on their number. An example of the latter is
a tax imposed per head of livestock. T T

Taxes on financial assets, such ‘as those 1mposed on the value of i
bank deposits, stocks, bonds and mortgages held by the taxpayer, are also )
included here if they do not form part of a'geneéral property tax. = '

(1) Property transfer taxes

Taxes levied on sales of all’ types of assats, real and’ flnan01al,
including reglstratlon duty on documents recnrdlng the tranefe" of property.

(3 Surplus of flscal monopolles

16. Transters for current-opérations:

(a) PFProm central general government agencles not 1ncluded in ‘the consollda-
tion;

(b) From local governments (lanual, item 24)

This is the counterpart of item 5- ‘on the expendlture ‘side. It covers
contributions from local government bodles to the current expenditure by .
-eéntral general government-agencies in their-areas for such purposes as
police and justice, education and public health. When the cost of such
services is shared, the sector acting as principal (and not -as- agent) in
entering into contracts for the purchase of the goods and services, is to
be regarded as the- sector’undertaklng ‘the expenditure, and the other sector
as simply contributing to the cost. Thus, if a school is run by a central -
government agency, which engages the teachers and buys school materials and
other supplies, local government contributions-te the cest-ofrunning the
school are included in this item, even if part of the responsibility for the
supervision of the school rests with the local authorities. Transfers of
shared receipts deriving from taxes lévied by’ local government may also be
presented under this head. Such transfers are to be distinguished, however,
from transfers of receipts of taxes imposed by the central government but
collected by local governument for administrative convenience.:® The latter
are not recorded here bul shown under the approprlate 1tem of tax recelpts.

/17 Current



E/Cil,12/692
E/CN.12/CCE/312
Page 47

17; Current transfers from abrosd (Manual item 27)

‘ ’Thls includes-
,'f(a) Taxes received from. non—resldents net of any tax refundu, Mnd
(b). - transfers in cash or kind for current onerptlons.

Tronsfers in kind received from abroad for the use of the govexnment
should Le recordéd Here at the time the goods are placed at the disposal
of the Government, and the corresmonding entry made under item 1 (b), The
value nut on the goods should be that agreed wson irith the donatlng country,
Transfers in kind Jor military purnoses are excluded, »

If the goods are for thc'use'cf other sectors,-the'transfer from abroad
should be offset by an equal entry under item 20 (¢)"stockpiling (net)".
Sales of the goods should be recorded-under the same iteém, as and when they
take place, at a valuve equal to that placed on the goods when received from
abroad. If the value actually realized from the sales is lower than this,
the difference should be rocorded as some kind of transfer payment. This
may take the form of o subsidy if sold to" procducers, or of a social transfer
if it is for the benefit of. nouseholdso If the walue realized from the sales
is significantly hisher. than the orlglnal amount, the difference should be
recorded as a tax on production’ and expenditure. ‘

Proceeds from sales on the donestic market are frecuently channelled
into special funds (counterpart funds), which are governed by certain rules
laid down in agreements concluded betuween the donatlnc and the receiving
Governments, Net changes in such funds should be taken into account in the
item L6 "Net increase in cash%., When the counterpart-funds device is used,
it is customary to earmark a certain vart of the vilue of the ~oods received
for use by the donating c¢ountry. The amounts involved should be included
in item 6 "Current transfers to abroud"

19.' Saving before denreC1atlon

Balance item.

20, Gross capital formation (general povernment)

Covers all expenditure -on- geods and .sérvices. related to cepital formation
for civilian purposes by general novernment, 1nclud1ng flnan01a1 enterprises,

(a) Purchases of new canital poods;jhanval 1tem 601)

Covers outlays for the acquisition of new bulldlngs, new constructlon
and new machinery and equipment with a useful life of lonser than one year.
Also covered are outlays on noods oroduced by an agency for its own use with
its own labour, such as nayments of waces ‘arid - sdlaries to. employees engaged
'in such activities. This remuneration is shown in a separate sub-item so

/that the



E/CN,12/692
E/CN.12/CCE/312
Page 48

that the total sum of wages and salaries paid by general government arencies
can be determined by adding the amount of this sub-item to item 1(&)e
Purchases of second-hand capital soods- from abroad are also included here,
Outlays for new tuildifigs and consiruction cover schoolsy hospitels, prisons,
and law courts, as well as highweys, roads, streets, bridges, deams, airnorts
and flood control works, etc, Ixpenditure on alterations and renewals which
extend the normal life of exdsting asscts or rsise their productivity are
also included here. Goods of no particular value vurchased regularly, such
as small tools and items of office eqguipment, should, even though durable,be
classified as purchases of 2o0ods and services for current overstions.

(b)  Purchases of -existing canital goods (lienual, items 6.2 and 6.3)

Purchases of second-hand equipment and other existing capital goods,
except purchases from abroad which are rega”ded as new from the domestic
standpoint and are included in the nrevious sub-item. Purchases of land,
whether for civilian or military use, are also included.

{c) Stockpiling (nect) (Manual, item 5)

This item reoresents the net movecment in stocks of ~oods, the ~urchases
of which are not included in item 1 (b) as part of general government
expenditurc on goods and scrvices for current onerations. It’ covers the
accumulation and disposal of strategic and other materials set aside for
emergency purwnoses, as well as the accumulation and subsecuent disnosal of
relief shipments of food, clothing, medicines and other sunplies received as
aid from abroad for the benefit of other domestic sectors.

Receipts from sales of surnlus war meterial and other goods, which were
classified under item 1 (b) when purchased, should ke deducted from the net
increase in stocks,

21, Gross capital formation -(government enterprises
and ancillary agsencies)

Covers all exnenditure on soods and services for capital formation by
government enterprises and ancillary agencies keening sevparate accounts.

(a) Purchases of new canital goods

See definition of item 20 (a)e - .~ .

(b) Purchases of eristing cavital soods

Purchases of land and existing canital soods (see item 20 (b) )

(¢) Stockpiling (net)
This is the Vélue of.the'net change over the accountins period in the

volume of goods wnurchascd and goods nroduced, measured on the basis of
commercial accounting practices,

/22. Transfers
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22¢ Transfers fo capital account of domestic sectors (ianual,item 19)

These are unrequited payments which the recinients would regard as
paid into their capital accounts, As a rule the cavital nature of these
payments is clear from the obligations imposed on recipients as a condition
for receiving them,

This item covers transfers to finance the construction of residential
-and non-residential buildings, the acquisition of machinery and equivment,
increases in stocks and public works, such as roads, irrigation and seuerage
systems, etc., war damage compensation and transfers to finance lending
activities by nublic and private financial enterprises outside the central
government sector,

23, Capital transfers to abroad (Manual, item 20,2)

War reparation payments, grants given to finance capital fom:ation,
or to help finance a deficit in the foreign transactions of the recipient
country, and other grants given as vnart of a programme of generzl econouic aide

2. Direct loans and advances to domestic sectors
(Manual, items 28,1 to 28.5)

loney lent directly to & particular borrower in the sectors specified
in sub-items (a) to (d), where the documents setting out the terms and
conditions of the loan do not give rise to a negotiable claim, i.e., & claim
in the form of a financial instrument which the lending body could sell to a
third party. Negotiable documents are shown in items 26 and 27.

25, Direct loans and advances to abroad
(Manual, item 28.6)

Money lent directly to a particular borrower abroad.

26, fAcguisition of ownershin fiqhts
(Manual, item 30.1 (a) )

This item comprises the purchases of equity shares or ownership rightsc
to provide part or all of the initial canital reguirements of a public or
private enterprise or to provide additional capital to one already established,
The term "public enterprise® is used for enterprise subject to government
control, but not included in the model account,

27« Purchases less sales of claims on domestic sectors
(Marual, items 29 to 31, excent 30.1 (a) )

Covers net purchases of negotiable financial claims issued by different
bodies within the . local government sector, net purchases of all types of bonds
bearing a fixed rate of interest issued by independent public enterprises, and
net purchases of ownership wights and bonds bearing a fixed rate of interest
in respect of private enterprises. Receipts from cancellation of shares and the
disposal of assets on the liguidation of an existing independent public enter—
prise, and receints from the sale of shares upon termination of public owner-
ship are deducted from this item (see item 26),

/28. Purchases
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e Purchases less sales of clanms on non—re81dents

Covers all types of clalms on non-residents except direct-loans, This
item is sutdivided in the following way:
(a) Net increase in foreign exchange reserves

Covers the net increase in gold, foreign currency, forzign bank deposits
and other foreign currency assets held for the account of the central
government by a government financial enterprise, such as a foreign e:xchange
stabilization fund and a multiple exchange rate scheme., This item does not
apply to countries where. off1c1al reserves are treated as held by the centizl
bank for its own account,

If multiple exchange rate schemes are not used, the net increase
represents simply the net cash outflow in domestic currency in resnect of
purchase and sales of foreign currency assets., Consequently, = net decrease
cen be measured by the cash inflow from the net sale of foreisn exchange, If,
however, a multiple exhange rate scheme is being used, the value of the net chang
should be calculated by applying an average of the buying and selling exchange
rates which prevailed during the accounting period to the changes in the
maantities of different currencies held. If the increase assessed in this
way is greater than the change in terms of the net cash outflow in domestic
currency, the excess should he included as part of taxes on foreign exchange
(item 15 (f) )e If there is a decrease in reserves (assessed in the same way),
and it is less in amount than the net cash inflow, the deLerence should also
be classified as part of taxes on foreign exchange.

(b) Changes in the net International Monetary Fund position

The net IMF position of a country represents its initiel subscription
to the IMF in gold and its ovn Currency, less the IMF's holc:ncs of its
currency. e :

(¢) Subscription to the International Bam: for Reconstruction and
Development and the International 1 Finance Corporation
These are the initial subscrlptlons to the IBRD anc IFC less these
institution!s holdings of the different countrles' domestlc currencies,

(d) Purchases less sales of claims on non-residents.
Covers all kinds of claims on non-residents excepl:those covered by
the subd1v131on of item 28 and by items 25 and 36,

29. Repayments of direct borrowing from domestic sectors -
(Manual, item_37)

Repayment of direct loans from'a‘baftisulaf Borrower.‘ This item
is the obverse of item 39,

30, Repayment of direct borrowing from abroad
(ifanual, item 38.2)

This item is the obverse of item 4O,

/3Lle Net
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31, Net increase in receivables (Manual, item 33)

This .covers:

(a). The difference between the value of goods and services sold and
payments received during the accounting period, (b) advance payments

for nurchases of goods and services, and (c) the difference betueen
interest accrucd and amounts received for interest on claims of the central
covernment sector against other sectors,.

-+ Any changes in the amounts which one central government body is owed
by another in the nature of receivables should be included here. Changes
in the amounts owed by one sovernment body to another in the form of
nayables should also be included. Consequently this item, when aggregated
for 211 central government agencies, excludes any changes in indebtness
within central government,

This item (together with number 44) reconciles the difference
between the balance of transactions recorded on an accrual basis end the
net change in cashe If all transactions were recorded on a cash Lasis,
this item would not be nceded, g/ It may also be used to record any
discrevancies that may arise from using for certain items (ec.g., those
affecting the balance of payments with the rest of thc world) information
from a source other than the government accounts used for all the
remaining items,

33, Sales of existing canital goods
: (Manual, items 11,1 and 11,2)

Sales of poods will be classified under items 20 (a) and (b) and
21 (a) and (b). A4ll sales of land, whether by civilian or by military
authorities, are included

34+ Transfers from canital account of domestic sectors
(Manual, items 25 and 26)

Covers comnulsory or voluntary transfers from (&) the canital
account of nersons such as result from deasth duties, canital levies,
confiscations and gifts and bequests of a capital nature, and (b) the
capital account of other domestic sectors, such as contributions from
local government to the cost of road construction and other capitel pro-
jects undertaken by the central government, as well as net transfers
of central hank bool: gains resuliing from currency depreciationse -

(a) Death dutics

Taxes on the cenital estate of a deceased verson, e.z., inheritance
and estate teres and nrotate duties,

3/ It is assumed, however, that the transactions of government enterprises
are recorded on an accrual bagic,

/(v) Other
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(b)  Other capital taxes. .

.

S

These consist of (i) capital levies, i.e., taxes assessed on.the
capital value of part or all of a taxpayer'!s estate or income, which are
levied at irregular intervals to meet some extraordinary government'
exnenditure (e.g., redemption of war debt, reconstruction evpenditure,
etc,), or in conjunction with monetary reforms to eliminate excess
liquidity. As the rate of tax is generally very high, and the payments
are of an exceptional non-recurrent kind, a capital levy is oresumed.to
be vaid out of accumulated wealth and to be trezted as a capital transfer;
(ii) confiscations, unless imposed on a corporation or unincorporated
private enternrise. It is convenient to record confiscations in kind,
i.e., those which result in accuisitions of iixed assets, ouwnership rights
and commodities, as receipts not at the time of confiscation but at the
time the confiscated articles are disvosed of; (iii) taxes on gifts
inter vivos, '

(¢) Other -

" These include (i) transfers (net) of central bani currency depre~
ciation gains, i.e., the balance of incomings and oulgoings resulting
from transfers from the central bank to the centrel government of book
gains resulting from devreciation of domestic currency (ap weciation of
foreign currencies), or coveraze of bock losses resulting from domestic
currency appreciations (foreign currency depreciations); and (ii) volune .
tary transfers from domestic sectors,

35, Capitai transféfé.fnbm abroad.(Manual, item 27.2)

See definition of item 23. -

36. Repeymentes of direct loans andxadvances from donestic sectors
(Manual, items 35.1 to 35.5)

Repayament of loans and advances sncluded in item 24,

37. Revayments of loans and advances from abroad
(Manual, item 35.6)

Repayment of loans and advences included in item 25,

38. Net increase in denosits with government s:-vings banks
ot (Manual, item 36)

Net increase in deposits in government savings banits, including
acerued interest credited to denosii holders,

/39, Direct
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39, Direct borrowing from domestic sectors
(Manual, included in item 37)

Money borrowed directly from a particular borrower, when the form
of the borrowing is such that it does not give rise to a claim which
can be sold to other sectors, ~

LO. Direct borrowing from abroad (Manual, item 38,1)

Loans from foreign Governments, international credit institutions
and nrivate institutions, .

L1, Sales less ourchases of negotioble long-term securities
issued by central covernment agencies
(Manual, item 39)

New issues and sales less redemption and vurchacses of negotiable
securities with a maturity when issued of more than one year., Included
are sales and purchases by onec central governiment azency of securities
issued by another, The item is subdivided into (a) issues in domestic
currency, and (b) issues in foreign currency. Since both types of
issues may be held by residents and non~residents alike, this subdivision
will only roughly correspond to that betveen borrowing at home and
borrowing abroad,

L2, Sales less ourchases of negotiable short-term securities issued
by central government agencies
(Manual, item 40)

The same definition applies as for item 41, but with the difference
that the securities should have a maturity when issued of one year or less,

L3, Issue of securities in exchenge for ownershin rights
(Manual, item A1)

The issue of negotiable securities as compensation for the
acquisition of ovmershiv rights (e.g., in the case of nationalization)
less any securities cancelled in comnexion with the return of enterprises
to private ownership.

L4, Net increase in nayables (Manual, item L4)

See item 31, The amounts entered here renresent the difference
between the value of goods and services bought and payments made for them
during the accounting period, as well as advance payments received for
the sale of soods and services and the difference between interest
accrued and amounts vaid for interest or liabilities of the central
government sector in resnect of other sectors, exceot where accrued interest
is added to the liability. Any chonge in the amount owed by one government
body to another in the form of nayables should be excluded.

/Changes in
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Changes in amounts deposited-with a-government body in a suspense
or other form of account representing a central government liability
vis~a~vis an outside body should be included here together with any
other chanres in central government liabilities not included elsewhere,
For example, »remiums received less cleims Haid in respect of some volune
tary government 1nsurance scheme should be included here.

L5, ASav1nﬂ before deorec1ctlon and capltal rccelpts

Balance item,

L6, Net 1ncrease in cash (Manual, 5 tem 3L) -

Net increase (&) or decrease (- ) in hOLdlnfs oi domestic currency
in the form of notes, coins or deposits with a centrnal bank, commercial
banks or & banking apency within the central governuent. Cash holdings
are defined as including cash earmarked for specific purposes such as
unspent balances of eaimarked taxes and belances in countervart lunds.
Earmarked cash balances should be shown separately. o

/Be FUNCTIONAL
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B, FUNCTIONAL CLASSIFICATION OF GOVERNMENT TRANSACTICNS
S Table 2
CENTRAL GOVERNMENT

Group Category Sub-category Heading

1 General services

1l 01 General administration

Organs of state

Fiscal administration
General economic regulation
Conduct of foreign affairs
Other

A0 PO

1 02 Justice and police

Administration

Law courts

Police

Prisons

Other places of detention and
correction

WMmEWND

1 03 General research and scientific services

1 oL Defence

' Administration
Armed forces
Civil defence
Other

W

2 : Social and community services

01 Education

Administration

Primary schools

Secondary schools

Colleges and vniversities

Technical training institutions

Adult education, libraries and museums
Other

~ oW+

/2 02
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Group Category Sub-category Heading

2 02 Health
Administration
Research

. Hospitals »
Medical and dental centres and clinic:
Individual health services
National health scheme
Special health programmes

oMW

2 03 Social security and special welfare
' services

Administration

Social security benefits

War veteran benefits

Maternal and cnild care

Care of aged and disabled

Care of the mentally defective

Other welfare institutions

oW e

2 o/ ‘ Community services

Administration

Housing

Fire protection

Water supply

Sewerage, refuse disposal and other
sanitary services

Recreation

Social and community services not
included elsewhere

~Non WM

3 Economic services

3 oL L Agriculture and non-mineral resources
Administration and regulation
Research

Agriculture

Forestry

Hunting and fishing

=W H

3 . 02 : . Fuel and power
‘ ' Administration and reguletion
Research
Coal mining, petroleum and natural
gas
Electricity, gas, steam heat and
power

- WwWwnoH

/3 03
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Group Category

Sub-category

- Heading

3 03

o1
02
03
O

05
06
o7

wiE W

=
W o NV~ ownmEWO

N H

Other mineral resources, manufacturing
and construction
Administration and regulation
Research
Mineral resources not classified
elsewhere
Manufacturing
Building and construction

Transport, storage and communications
Administration and resulation
Research
Railways
National highways
Roads and streets
Waterways
Water transport
Air transport
Other transport, storage and ware-

housing
Communications

Other economic services
Administration and regulation
Research
Commerce
Economic services not included else-
where

Multi-purpose projects
Administration
. Projects

Unallocable expenditure

Interest on general debt

Subsidies not included elseuhere

General transfers to locasl government

Foreirn economic aid and other unallocable
transfers to abroad

Repayment of direct borrowing

Religion

Other

/Table 2,
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R T i CL TR P I e N ] h e e

'TABLE 2, DIFINITIONS n

v b e roreer I D P e e P R LT

1. General bervmces . .

1,01 Gen@ral admlnlstrdtlon (Manual, item 1)

‘ 1,01.1 Orggns of state, Includes the remuneration of members of
legislative bodies, of the.official head of state and of their steff, and
exvenditure on goods and services used in the operation of these organs
including expenditure for wrovision and upkeen of huildings and office
facilitiesy; and for related library and research activities, Also
includes similar e-wenditure for audit todies, verlanent or ad hoc
commissions and other agencies acting on behalf of the legislature,

1.01,2 Fiscal administratione Txpenditures in connesdon with the
collection of taxes, raising of nublic money, menavement of ths pubklic
debt and control over the disihursement of sublic funds {other than by
bodies acting on behalf of the legislature). The tynical a encies
concerned are the Ministry of finance, the Hudeet Office and inteinal
revenue and customs cuthorities. Also inecluded arc the manasement
expenses of povernment financial enteivprises org: iized for collecting
savings and issuing coinse

1l,0ls3 General economic regulation, “xpenditure of bodics concerned
with the planning and sunervision of general policy and development
programmes (8eg., linistry of Economic ,ff-irs, Dlennin: Commiséion) and
all agencies for regulating gener:l econoiric activities cnd controlling
the use of resources, Includes price and wage contiol ar-encies, latour
arbitration boards and agencies charged with the repulation of weights
and measures, registration of business concerns an. repulation of banks
for control over credit policies. Includes also the mansgement erpenses
of multivle exchange rate schemes and foreign exchange stabilization fundse

Agencies primarily concerned with the resulation of swecific
production and trading activities are showmn under the asprooriate sub-heads.

1.01l.4 Conduct of foreign affeirs, Expenditure incurred with the
object of protecting and promoting all avencies char-ed »wrimarily with the
formxlation and execution of foreign policy and the handling of foreign
relations (e.ge Finistry of Foreign affairs, dinlomstic and consular
services)s. Includes expenditure on broadcesting services and other media
providing information for foreisgn countries, as well as libreries and
other cultural activities conducted abroad, ZBHrozdly snesking, the
exnenditure of all asencies established abroad, except those of a
military nature, is covered, Contributions to meet the costs of inter~
national bodies other than snecislized agencies are included, but not
exnenditure on foreign economic aid, which is shown under the head of LeOke

1,0145 Other., Ixpenditure for central government personnel
management, the collection and provision of information to the public

/(esg., the
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(eeges the central statistical office) and general services.not classified
elsewhere, Registration and control services of a social rather than
economic nature (for exarple, registration of births, deaths and marriages,
and immigration services) are included here., Transfer payments to
“immigrants are also shown under this sub-head.

1,02 Justice and police (Manual, item 3),

Includes 21l expenditure related to the preserwation of law and order,
€.ge for the provision and upkeep of law courts, police forces, prisons and
other pluces of detention and correction. :

1.02.1 Administration., Expenditure for the central administration
of activities connected with the maintenance of internal order.

1.02,2 Law courts, I'xpenditure for law courts and the judicial
system, Covers all general legal tribunals, and related agencies in charge
of parole and probation activities and the registration of legal titles to
property. Includes also transfer payments for legal aid to households
and private non-profit institutions. Agencies responsible for the
regulation of economic activities are not shown here, but under sub-head
1.,01.3 "General economic regulztion', even though they may perform
judicial functions,

1.02.3 Police, Fumenditure for nolice activities includinge traffic
control, Txcludes expenditure for special internal security forces, which
is classified under 1,04,2 "Armed forces", Traffic control activities may
alternatively be classified under "National hishways" (3.0L.4) or "Roads
and streets" (3¢04+5)e

1.,02,4 Prisonse Expenditure for the operation and upkeep of prisons,
and for new construction,

1.02,5 Other places of detention and correctione This sub~head is
comparable with 1,024, but in relation to other places of detention and
correction such as criminal asylums and reformatories,

1.03 General research and scientific scrvices (iiznual, item 6 a)

Expenditure on research and scientific services which are not linked
to the provision or promotion of any narticular tyne of service but which
are of benefit to the whole community., Covers ecpenditure of general
government agencies engaged in general research in science, and contributions
to non-profit institutions engaged in similar activities. Includes
expenditure on atomic energy reseorch, except for defence purposes (shown
in 1.04,2), on meteorological services, geological and map-meking surveys
and the like, Meteorological scrvices vrovided in conjunction with
transnort facilities are included in grouvn 3.04.

~ ' /104 Defence
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1,04 Defence (Manual, item 2).

All expenditure directly serving defence needs and »urposes.,

1.04.1 Administration, Ixpenditure for the central administration
of activities scrving defence purposes,

1.0442 Armed forces., Fxpenditure to keen the army, navy and air
force in a state of readiness, Covers all expenditure with the exceptions
noted below,whether by defence or other departments, on the recruitment,
training, equinving, moving, feeding, clothing, housing and medical care
of the armed forces., Includes expenditure for military construction and
equinment, and for research, inspection and storage. Contributions to
the cost of international military organizations are also included.

Expenditure excluded consists of: (a) foreign wilitary aid
(classified under leOL.L), (b) pensions awarded for death or disability
and other special aid to war veterans (classified under 2,03.3), and
(¢) expenditure directly serving civilian nurposes and not incurred as a
necessary vart of the cost of maintaining a self-sufficient organization
for the armed forces, The latter is classified under the appronriate
civil headinge If the police is used to a great extent for fighting rebels
or for similar tasks which are over and above what may norially be regerded
as police duties, it is preferable to include ertrcoordinary police duties
in this item while leaving expenditure on normal police worik in 1,02,

1.04.3 Civil defence, Fspenditure for the strenpthicning of ‘public
services to meet the emergencies that might arise in time of war, the
training of civil defence wersonnel and the accuisition of stockse

1.04ek Other, Net expenditure on stockpiling of strategic materials
and expenditure for foreign aid clearly undertaken for decfence nurposes,
The distinction between foreign economic and foreign military aid may
often be quite tenuous, and, in practice, the description given in the
legislative appropriation of funds may have to be used as the best guide
for the purnose,

2« Social and community services

2,01 Education (Manual, item 7)

Expenditure for the provision, support, suvervision and regulation of
schools and institutions of higher education, such as colleges, universities
and technical training institutes. Also includes adult education,
provision of libraries and museums, and scholarshivns or similar grants to
individuals. A4ll educational activities are included, unless they are an
integral part of some other government service, ZIxamples are military
schools, classified under "Defence! (1,04) and reform schools included
under "Justice and police" (1.02). Schools for the deaf, dumb and blind
are considered as welfare institutions and classified accordingly under

/"Social security
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"Social security and special welfare services" (2,03)s Where e-enditure

on school health services is significant in amount and can be isolated, it
should be claseified in item 2,02.,7. The net cost of providing chean school
meals should be- shown under sub-head 2,03.4 as a special weliare service.

2,02 Health (Manual, item 8)

Fxpenditure -on facilities or services for preventing and curing
human illness. Txpenditure on similar facilities and services for mimbers
-of the ~rmed forces.is not clossified here but under "Defence” (1.0442).
Veterinary services-are shovm under "iAgriculture" (3.0143)s

This heading is divided to show the costs.of central administration
(2.02,1); expenditure on r esecrch (2,02, 2)s exnenditure on all hospitels
(2.02.3), including those iun for wer veterans and contritubions to
private hospitals; exmenditure on medieal and dental centres and clinics
(2.02.4) other than child welfare clinics which come under the sub-head
2,03.4; expenditure on individual health servizes (2 .02, 5), (1.e., medical,
dental and opthalmic treatment and midwifery services) including
contributions to private health insurance schemés; and, where anplicoble,
expenditure on the national health scheme (2.02065 for the various health
services provided, excent the costs ol central administi:tion which are
shown under sub-head 2,02,1,

Tzmenditure on soecial health (2.02.7) includes outlays on the
orovision of druns and appliances and on activities in the field for the
purnose of fighting and controlling narticular diseases and carrying out
vaccination and immvnization programmes.

2,03 Social security and swecial welfare services (Manual,J;tem 9)‘

Types of activity and benefit nayments are identified as far as
possible by the caterory of persons benefiteds  This heading is sut-
divided to show costs of central sdministration (2. 03.1) social security
benefits (2.03.2), 1nc1ud1ng unemployment insurance peneflﬁg, contributions
to private unemnloyment insursnce schemes, payments of nensions to foimer
government -employees, payments of non-contributory wnensions anc. other forms
of assistance to the needy not related to a social. security scheme; war
veteran benefits (2,03.3), including surmsort payment to war vctpran v
organizations; maternal and child welfare (2.03.L4), including nayment of
formily allowances and maternity kenefits, net cost of cheap school meals,
expenditure on child welfare clinics and orphanages enc provision of home
help for mothers, etc.: care of the aged and disabled (2,03.5); care of the
mentally defective (2.03.6); and other welfare institutions not included
above (2,03,7)» Transfers fo local government for swecial welfare
services should be classified under the appronriate sub-head,

2.0, Commrnity services (Manual, items 5 and 10)

“xpenditure for the nrovision, assistence or supnort of housing and

&

/related slum
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related slum clearance activities, and for the nlanning and supervision
of multi-purnose schemss for community development (these heing shoun in
the Monual under item 6 b). Also includes fire protection, sewerage and
rciuse disposal, water supnly and other sanitary services, such as tood
and drug insnection, disinfection and smoke regulation, expenditure on
the provision and upkeep of recreational facilities such as parks, play-
grounds and athletic fields, and of such socisl facilities as lotenical
and zoological gardens and rodio and television studios, Peyments to
theatres, orchestras and art groups run on a non-comercial basis are also
classified here, together with contrilutions to the Y.MM.C.i., the Y,7.C.A,,
boy scouts, girl guides and other youth organizations,

3. Economic services

3401 Agriculture and non-mineral resources (lianual, item 11)

Expenditure for the conservation, develonment and effecctive use of
the soil, forests, livestock, fishing resources and wild-life of a country.
Includes outlays for veterinary services, ertension services, land
irrigation and drainage, reclamation of waste land, land setilement,
reforestation, forest fire nrevention, propagation and wrotection of fish
and wild-life, etc., This item is sukdivided to show the costs of central
administration and reculation (3401.1), rescorch (3.01.2), asriculture
(3.01.3), forestry (3,01e4), and huntin- and fishing (3.01e5)

Sub-head 340l.) covers the costs of central administiration, and the
costs of inspection and regulation not directly imputable to a narticular
groun of industries under this heads The exnenditure of separately
orgenized units in charge of repulating or inswvecting a specific industry
is classified under the appropriste sub-heads

Research or exwerimental work affecting more than onc ~roun of
industries is shown under 3,01.,2., Costs of reseaich directly associated
with a particular industry are clessified under the relevant sub-hcid.

The subhezds 3.01l43, 3.0l.4 and 3.,01l.5 include capital formation
of government tradinc enterprises, and suksidies, capitel transfers and
loans to units operating in the industry in question. Dliznagement exnences
of financial enterprises whose operdtions are linked to a particular group
of industries are also included and shown under the corresponding sub-head,
Financial enterprises which service more than one groun of industries
covered by this heading arc included under sub-head 3,0Ll.le

3,02 Fuel and nower (lianual, item 12)

Expenditure on the extraction and develomment of coal, petroleum and
natural gas, including worosnecting, surveying, mep-making and other related
activities and on the production, transmission and distribution of
electricity, gas, steam heat and power, This heading is subkdivided into
administration and regulation, research and broad industrial grouns, as
in the case of heading 3.01,

/3,03 Other
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3,03 Other mineral resources, manufacturing and construction (Menual,
item 13)

“Egenditure ivi-tofinexion with -the extraction, .developunent ahd *~
distribution of mineral resources other: than coal,-petreleum and natural
gasy expenditure on manufacturing and faczlltles connected w1th the
building and construction industries, - .

304 Transnort, storare . and communications (Manug&i items 4 and 14)

Expenditure on the orovision and maintenance of transport and
communication facilities ky land, sea and air. h They include docks, )
harbours, imnrovements in inland and coastal waterways, roads and high—
ways, bridres, terminals and airports, as well as imorovements in the
postal, telephone, telerravh and radio eervices, Expenditure on storage
and warehousing is -also ircluded.

3,05 Other economic services (Banual, item 15)

This heading covers activities not specified under previous headings
or which cannot be allocated to the economic services shown separately
in the scheme. It is subdivided to show costs of centrel administration
(340541) 3 research (3.05.2); commerce (3,05.3), which includes all expend-
iture on activities not elsewhere included (3.05,L) ac, for example,
advisory services provided to the business sector in reneral and to the
entertainment and personal service industries (c1nemas, theatres, restaurants
and hotels), :

306 Multi-purpose vrojects (Manual, »art of item 6 (b) )

Includes expenditure on irrigation, flood control and electrie
power projects that are difficult to group under svecific heads.

L. Unallocable expenditure (Menual, items 10 (d) and 16 to 20)

This heading covers expenditure that cannot be allocsated to varticular
services or activities as defined in the scheme. Txamples are interest on
the general debt, subsidies not included elsewhere, general transfers to
local government, foreign economic aid and other unallocable transfers
abroad. - Also included are expenditure on the State church, when applicable,
or contributions to religious organizations for purposes of general assistanc:
as well as provision for other social services not included above,

/Amex V
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Ammex V

.A. PROVISICNAL SCHEME FOR THE SfECIFICATION OF PROGRAMMES

1. Model scheme for the specification of DrOSLammes, Sub-niorrammes,

activities nnd proiects in respect of educstion

Functional Group 2:

Social and community services

Function 2.01l. Education

Programme  Sub-programme Active

ity

Pro-

ject Heading

o4

IT

VT E W0 W

W

~ oW poH

-

OPZR-TING PROGR.MVES

Central administrotion

Eyrecutive Office

Central co~ordination
Management and co-ordination
Public relations
Press and information

Plannins and evoluotion
© Ldueation statistics
Studies on education
Preparation of nlans and programm
Eudget prencration
Evaluation

Advisory services
Legal
Technical z2nd administrative
Internationsl technical
assistance

Genersl adninistration
Management and co~ordination
Personnel adininistration
Purcheses and suppliies
Accounting and control
Majintenance services
General services
Inspection

Basic educational cervices
Management and co-ordination
Teaching resesrch and ex-
periments

/3 Use



E/CN.12/692

E/CN.12/CCE/312
Page 65
Programme Sub-programme Activ— ?ro- Heading
ity ject
3 Use of teaching equipment and
material
4 School libraries
5 Guidance for teachers
11T Primary education
0l Administration
1 Management and co~ordination
2 Plans and programmes for primary

education

Personnel administration
Budget management
School endowment
Inspection

oVt W

02 Pre-school education

Management and co-ordination
Kindergartens

Nurseries

ASSIR VI

03 ‘ Primary education

Management and co-ordination

Urban primary education

Rural primary education
Scholarships and boarding facilities

W

o4 Primary vocational training
Management and co-ordination
Rural education

Technical training

w N

Iv Intermediate education
) , Administration
Management and co-ordination
Plans and programmes for intérmediate
education
Personnel administration
Budget management
School endowment
Inspection

VMW

02 o . Secondary education

Management and co-~ordination
Secondary education .

Scholarships and boarding schools

w N -

03 Business training

Management and co-ordination

Business training

Scholarships and boarding facilities
/0L Industrial

w N -
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Programme Sub-programme Active Pro-

ity ject Heading
oL . ~ Industrial training
1 .. . Management and co-ordination
2. " Industrial treining
3 Scholarships and boarding facilities
05 - i Agricultural training
1 Management and co-ordination
2 Agricultural training
3 Scholarships and boarding facilities
06 ' Training in the arts
1 Management and co-ordination
2 Training in the arts
3 Scholarships and boarding facilities
o7 Trade schools
1 Management and co-ordination
2 Training in mechanical crafts
3 Scholarships and boarding facilities
08 Training in home economics
09 Special training
v . Higher education
: 01 Financing of university education
02 Financing of non-university higher
' education
03 Financing of scientific research
VI e L Training of teaching and administrative
' personnel
01 - Administraticn
02 Training of primary school teachers
03 Refresher courses and in-service
e . , training for teachers
oL . Training for intermediate school teacher.
05" : Refresher courses for intermediate
' school teachers
06 - Trainineg of university teachers
o7 - Trainineg of inswvectors and
‘ administrators

/VII Adult



E/CNe12/692

E/CNel2/CCE/312
Page 67
Programme- Sub-procramme Activ- Pro- H ead:Lng S
ivy' o jecte o T
VIT . Adult education
01 C 77 Kdministration. ...
02 Literacy campaigns
03'- _Supplementary school education
oy Manpower training
05 Community education
VIII N Cultural extension services
oL Adminisfration
02 Publications
03 Public libraries
o4 Promotion of the arts
05 Promotion of the sports
06 Educational radio, television
and cinema
INVESTMENT PROGRAMMES
X School construction
o1 Administration
02 Rural school construction
1 Preparation of wnrojects
2 Construction of classrooms (list
of works)
03 Urban school construction (list of
works) -
o Construction of schools for inter~
: mediate education (list of works)
05 Construction of buildings for

higher education (list of works)

/2. Model
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2« Model scheme for the swecification of orogrammes, sub-prosrammes,

activities and projects in respect of health

Functional Group 2

Social and community services

Function 2.02.

Health

Programme Sub-programme Active
ity

Heading

01
02

: 03

C4

05
IT

0l

02

AV RN o

oW

~2 oW N w

W

W

OPERATING PROGRAMMES

Central administration

Executive office

Central co-ordination
Management and co-ordination
Public relations
Press and information

Planning and evaluation
Management and co-~ordination
General statistics and biostatistics
Hedical and sanitary studies
Preparation of »nlans and programmes
Budget prevaration
Evaluation

Advisory services
Legel
Technical and administrative
International technical assistance

General administration
Management and co-ordination
Personnel administration
Purchases and supplies
Accounting and control
Maintenance services
General services
Inspection

Basic health services
Personnel training
Professional training
Training of auxiliary personnel
In-service training

Laboratory services
Chemical and biological analyses
Preparation of biological products
Scientific research
/03 Public
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Programme Sub-programme Acﬁiﬁ— ‘Pro-

ity ject .. Heading . ..

03 - o Public health training
0L o - Nursing

Standards of work
Supervision

XY

05 ) . Food and drug control
Drug control

Food control
Narcotics control
Control of cosmetics

W e

06 : Medicow~social service

o7 S National nublic health transwort service
’ : Air

Surface

o

II1 ' e Maternal and child health

Management and cowordination

Pre-natal health care

Care at birth and care of the
newborn child

Care of infants ond pre-school
children

School health

AT R A o

v . . o Nutrition o
' Management and co-ordination -
Educetion in nvtrition
Nutrition research

W

1) , Dental health

4 Water fluorination
Dental care
School dental attention

W

Vi Environmental sanitation
o1 R Administration
02 Urban_sanitation
S Sanitary engineering
-2 Sanitary inspection

03 ’ Rural sanitation
1l Sanitary epgineering
2 Sanitary inspection

/0L Veterinary
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Programme Sub=-programme Activ-

Pro-

ity ject Heading
0L Veterinary services
1 Rodent control
2 Rabies control
3 Insect control
VIiI Epidemiology
o1 Administration
¥2 Control of communicable diseases
1 Management and co-ordination
2 Tuberculosis control
3 Malaria control
L Leprosy control
5 Venereal disease control
6 Smallpox control
7 Yellow fever control
8 Chagas! disease
9 Poliomyelitis control
03 Control of non-communicable diseases
1 Managsment and co-ordination
2 Ceacer controel
3 Control of cardiovascular diseases
L Control of endemic goitre
5 Accident control
VIII Mental health
1l Management and contrel
2 Al:zoholiem
3 Child delinguency
L Clinics for behavioural disorders
X Occupational hygiene
1 Prevention of occunational discases
2 Prevention of work accidents
3 Occupational engineering
X Medical care
01 Administration
1 Management and co-ordination
2 Planning
3 Acquisition of hospital equirment

/02 General
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Programme Sub-programme Activ-
ity

Heading

XI

XII

@2

03

01
02

01
02
03

oL
05
06

:Q@wamHﬁ

W

~J oW

" " General medical and hospital services ...

Management - and .co-ordination .

. Care of newborn infants

Care of hosnital patients

~Care’ of out-patients

Home care
Emergency services
Blood banks.

Specialized medical and hospital

services

Management and co-ordination
Care of hosnital patients
Care of out-patients

. Financing of health agencies

Financing of nublic agencies (1list)

Financing of private agencies (list)

INVESTMENT PROGRAMMES

Hosnital construction

Preparation of projects

Construction of general hospitals

Construction of special hospitals

Sanatoria for tuberculosis
Psychiatric hospitals

Cancer hospitals

Levnrosy hospitals

Maternity hospitals

Traumatological hosvitals
Children's hospitals (list of works)

Construction of health eentres

Hospital endoument

Repairs and upkeep

[3e¢ Model
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3. Model scheme for the snecification of nrogrammes, sub-programmes,
activities and wrojects in respect of asriculture

Functional Groun 3: IZconomic services
Function 3.01. Agriculture and non-mineral resources

Programme Sub-programme Activ- Pros

ity ject Heading

OFERATING PROGRAIIES

I Central administration
01 Executive Office
02 Central co-ordination
General secretariat
Press and information
Public relations
Co-ordination with other agencies

=W b

03 Advisory services

' Planning and evaluabion
Budget

‘Legal Counsel

Technical assistance
Organization and methods

wiEwoH

oL General Administration
Management and co-ordination
Personnel administration -
Purchases and suoplies
General services
Accounting and control
Social welfare cervices for
employ€es

(R PR S IVE

II . BASIC SERVICES
01 ' ' Administration

02 , Studies and research
Management and co-ordination
~Soil surveys

Agricultural research
Laboratories
Aerophotogrammetric studies

W

/03  Agricultural
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Programme Sub-programme Activ- Pro-

ity  ject Heading

03 Agricultural training

At the orimary level
At the intermediate level
At the university level

AV E VR o

0% Agricultural economics

Management and co-ordination

Agricultural statistics

Land use

Rural administrstion

Studies on the financing of
agriculture

Prices and markets

Co~operatives

Marketing

Taxes

NOR~30n wviESWpo

05 Meteorolical services
Management and co-ordination
Weather forecasts
Climatological studies
Cbservatories

FwppR

06 Mechanized services
07 Community development

III AGRICULTURAL T.VTLNSION

Ol Administration

02 Extension services

- Management and co-ordination
Preparation of information material
Organization of clubs and home

improvement

Training of extension workers
Training of rural leaders

W W+

03 Agricultural extension

Management and co-ordination

Research into extension methods

Courses on up~to-date farming
methods

Courses on production techniques

Input distribution services

wmEs wWwpoH

/0L Livestock
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Programme Sub-programme Active Pro-

ity ject Heading

o, - . © . Livestock extension services
1l : Management and co-ordination
2 ‘ Courses on production techniques

w 'DEVELOPMENT OF AGRICULTURAL PRODUCTION
x - C . Administration
02 . " Crop promotion

’ Rice

Coffee

Sugar-cane

Cacao

Fruit

Cotton

Crops in general

O EW N

03 | o Agricultural services
0oL Plant »rotection

v .. 77" DEVELOPMINT OF LIVESTOCK PRODUCTION

01 - LT Administration of the programme
02 r Promotion of livestock production
Development of milk vroduction
Develomment of poultry production
Development of cattle production
Development of pig production
Development of sheep production
Development of fisheries production
Development of small industries
Artificial insemination
Purchase of breeding animals
Development and use of grasses,
ensilage and tedding

~ o\ FW D

o
ov®

o3 - ' Animal heslth
' ' Zoonosis research
Animal nutrition research
Eradication of sheep mange
Brucellosis control
Control of foot-and-mouth discase
Control of parasitic diseases
Swine fever control
Other animal health protection measure.

®~J oW N H

/VI USE -
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Programme Sub-programme Active Pro-

ity . ject - ngeadlng~

VI - USE AND CONSLRVATION OF NATURAL- RESOUIGTS *

01 oo Administration |
02 . . Water conservation

Management and co-ordination
Rural hydrological studies
Regulations for water use
Control of contamination

.. Drainage

wrswpo e

03 <o v 7 80il protection

Management and co-ordination
Erosion control

Assistance for soil conservation
Conservation of virgin land
Other soil conservation measures

M EW o

/18 Forest protection

Management and co-ordination
Forestry research

Planting and reforestation
Fire control

Conservation of =arks

Forest protection

Training of forest guards
Forest inventories

0 ~3 v =W N 1

05 : Fisheries control
Management and co-ordination
Fisheries research

. Marine fisheries.
Inland fisheries
Fish—~culture stations
Fishing regulstions
Preparation of a fishing map

N E W

06 " Game protection 4
i Management and co-ordination
~ Hunting regulations

N

VII | IRRIGATION
0l Adminastration

02 Trrigation studies

/1 Management
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Programme Subéprdgramme Activ-
ity

Pro~

ject Heading

{
2
3
VIII

0l
02

MW

oL
02

oot =W

01

BEwN

02

W -

Management and co-ordination
Agro~econcmic studies
Hydrometric studies

LAND SETTLEMENT

Administration
"Tand settlement studies

Management and co-ordination
Land research
Preparation of cedastral survey
Basic studies

.. Preparation of maps and plans

INVESTMENT PROGRAMMES
Irrigation works
© Building administration
Works construction
Preparation of projects
Dam construction
Canal construction
Small irrigetion works
Utilization of underground water
Irrigation by sorinkling

LAND SETTLEMENT WORKS

Works construction
Management and co-ordination
Formation of settlements
Demarcation of sites
Infrastructural works
Social works

Technical assistance
Formation of co-operatiives
Inspection
Technical assistznce for settlers

/Notes on
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Notes on classification by Srdﬁfammes and activities

It was'thbught best to divide the progfammes'into two kinds: onerating
programmes intended for t1e production of °erv1ces, and investment progr:mmes
for the productlon of c«pltal woods. -

le Operating orogrammes

It was jeemed advisable to establish a set of standards for unifying the
preparstion and wresentation of specific operating progremmes. To achieve
st-ndardization it is essential to make a 0rcc1se deflnltwon of an operating
oroaramme and its constituent elements.

[l

o rogramme

It was suggested that the term prosramme should be taken to mean an
instrument for fulfilling the functions of the State, and for esteblishing
goals or targets, whether quantifiable or not in terms of the end nroduct, which
would be’attained through the integration of a body of efforts znd the humen,
material and financial resources assigned to them at a given a~nregate cost,
to be undertelken in principle by a high-level administrative unit within the
Government., For example, the function "education" can be sukbdivided into
programmes of primary, intermediate and higher education, etc. Each one of
these vnrogrammes can then be divided into sub-programmes as approvriazte.

" Sub-programme

It was provosed to use the term subprogramme for the division of
certain complex nrogrsmmes aimed at facilitating the execution of the work in
a specific field by virtue of which partial tarzets are set to be attoined
through concrete action undertaken by snecific overating units, with the
human, materizl and financial resources assigned to them and at a given cost.
For instance, a programme of intermediate education would comnrise the sube
programmes of ordinary secondary education, business, industrial, agricultural
and vocational training, etc., all of which are cairied out by cleavly-
defined operating units,

Activity

In view of the fact that the attzinment of a goal established in relation
to the end product within a programme, or of partial end nroducts within a
sub-programme, is effected through ceituin aetivities, it was suesested that
an activity should be defined as a more limited division of each of the
actions undertaken to achieve the tarsets of an omeratlnv oro.ramme or sube .
programme, consisting in the execution of cert. .in processes of works (through
the use of the allocatcd humen, material and fincneciel resources and at a
apecific cost), for which -n intermediate or ldw—level qdminiﬂ“rhtive unit,
€s.Ze a seéction, is resgnoncible. Teaching, the publlcatlon of teaching materlal,

research, etc., might be zetivities. constitutlng part of a sub~-prozramme on
business training, P L

%

/Tasks As



E/CNo12/692
E/CN.lZ/CCE/312
Page 78

Tasks

As the execution of an activity 1mm11es in its turn the fulfilment of
certain stages within a process which are termed "tasks", the ‘Torkshop
proposed that the term should be taken to mean a'specific oneration forming part
of a process aimed at achieving a particular result. For instance, the
following tasks might be established as part of the activity of publishing
teaching material: drafting of texts, oublishing, distribution and storage,

2. Investment programmes

As in the case of overating programmes, a set of stendards can be laid
down for the presentation of investment budget programmes. In the case of an
investment programme, each of the parts comprising it would have to be defined,
The programme may thus be divided into subwprogrammes, projects, works and laboui-s

Programme

The “Jorkshop nroposed that the programme should be the instrument for
establishing the targets to be achieved through an integratecd set of investient
projects,

Sub-programme

A sub-programme would represent a division of complex programmes covering
certain specific areas in which investment projects were carried out,

-Projects

A project is a series of works carried out within an investment prosramme
or sub-programme, for the formation of capital goods constituted by the production
unit capable of functioning independently, such as a hirhway, a hospital or
2 hydroelectric plant.

Works

The term "works" would mean a vart or stage in the construction of
a snecific capital good forming nart of a complete project, such as a stretch
of highway, part of a hydroelect "ic plant, etc.

Labour

Labour is deflned as a systematic effort to execute each phase of a works
nroject: excavation, levelling, clearing and other onerctions required for the
construction of, for instance, a highway.

These definitions enable budget categories to ke established and co-
ordinated with national medium-term investment plans and long-term economic
develonment plans, It was made clear that the above definitions were to be
regarded merely as guidelines for the establishment of programming and that
research into those concepts should be continued,

/Be PROVISIONAL
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B, PROVISIONAL MODEI, CLASSIFICATICN BY OBJECT OF SXPLNDITURE

1. ’Simplifiéd classification 'scheme by obiject of expenditure

Group Sub=-group Description
0 Personal services
1 Salaries for permanent posts
'é" Salaries for temoorary vosts
3 Extra pay
L Day wages
5. Per diem
6 Entertainment allowances
T Remuneration. for technical services
8 Fees
9. - Other ‘
1 Non~personal Services
10  Communications
11 Other publie services
12 Advertising, printing and binding
13 Travel and related evpenses
14 Transport
15 Rental .
16 Insurance and commission
17 Equirment maintenance
18 Upkeep of works
19 Other :
2 Materials andlsuoplies
20 " Foodstuffs and asricultural and
forest products
21 Minerals (except hydrocarbons)
22 Textiles and clothing
23 Paper, paperboard and printed matter
2l

Leather and rubber products

/25 Chemicals
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Group Sub-group Description
25 Chericals and related products
26 Non-metallic mineral products
27 Metal products
28 Miscellaneous pfoducts and supplies
29 Other
3 Machinery and ecquioment
30 Production machinery and equipment
31 Office equipment
32 Medical and sanitary equipment
33 Educational and recreational equipment
34 Transport equipment
35 Communications equicment
36 Animals (cattle)
39 Miscellaneous eguipment
L Purchase
L0 Land
41 Buildings
L9 Other purchases
5 Construction
50 Communications media
51 Buildings
52 Urban amenities
53 Installations
55 Agricultural constructions
59 Other
6 4Cprrent transfers
60 " Pensions
61 Direct transfers to indiwiduals
 62 Direct transfers to enterprises
63 Transfers to institutions and local

government

/6L Contributions
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Group Sub-group Descripticn
6l _ i::' . Contributions to internationsl
Coe organizations
65 - Individual fellowships
69 B Other
7 . Capital transfers
70 Contributions from autonomous
institutions
71 Contributions to government enterprisec
72 Contributions to local government
73 Contrib?tioﬁs to »rivete persons and
o agencies ’
4 ‘ ; . Contributions to abro:d
79 Other
. 80 Amortization of the domestic delt
8l interest 6h the domestic. debt
82 : - Amortization of the erternal debt
83 A ~ Interest on the external debt
89 Commission and other evpenditure
9 Other financial disburscments
‘ 90 Loans and advances
- ,91 }  Acquisition of financial asscts
99 7 Other
10 | Aggregate appropriations
‘ "IQOEZ'vf.', ) . Aggregate -appropriations
iOl - ) Uﬁforeseen exrnenditure
102 - Ttems fbrustrengthehing other
o : ' " appropriations

109 . Other .

/II General
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I¥., General definitions

O. Ofsonal serv1ces

Thls groug comDszes all cash expenditure under t)e head of services.
rendered by nermanent and non-permanent civil and military w»ersonnel. It
includes ordinary salaries, wasges, extra pay, entertainment allowances,
and all other cash remuneration prior to deductions for operating and
investment programmes (construction on a cost—plusufee basis, etce).
Excluded are loans in kind and contributions by the State to social
security and pension schemes for its officials and workers.,

1,  Non-personal services

Comorising payments of services not related to remuneration of
employees! services, made to mersons or to public or private institu-
tions in comvensetion for the renderins of non—personal services or for
the use of personal nrcperty or real estate, as, for example, public
utilities, advertising, printing and binding, per diem and travel expenses,
carriage, builiding rental, land and equipment, financial services, services
for the regular upkeep and repair of works, and miscellaneous sarvices.

20 Materials and supolies

Comorise the »urchase of supplies, materials and all goods used in
government activities, The supplies are exnected to have an average life
of a year or less. For practical purposes, this groun a2lso includes articles
that may last loncer but are not regarded as fixed assets because of their
low unit value and the difficulty of stoecking them, Military supnlies,
materials and equipment come into the same group, whatever their unit value
and average useful life,

3. Machinery and eguioment

Includes all expenditure on the purchase of machinery and/or equipment
and the aceessories and fittings that form wnart of or supplement the main
unit, and expenditure on transport and 1nst111at10ns in comnexion with
such ourchase.

Bach specific item in this group indicates whether the particular
tvpe of equipment concerned is a new purchase or has been in use,

Extraordinary reoairs that nrolong the useful life of the equipment
beyond the normal limit would also come into this group.

The goods included under the head of machinery and equinment will

be itemized in accordance with the two broad swecifications that they should
be durable and in permanent use,

/L. Purchase
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e Purchase of real esuslie

c» e s >

Includes exwenditure fo. thie murchase of lend end tuildings which
should be differentiated Ly tyne in the swecific itemizection, i,e., office
buildings, housinr, warchouses, etc,

Se Construction

Comnrises expenditure for the financing of buildin;; o a contract
basis as well as additions and ertraordinary repairs alsc uudertaken on
that hesis,

The term construction covers buildings, urben facilities and hydrocis- i
vorks, highways, ports, airworts, the installation of electricity, telec.w .
and telephone cables and the like,

Extraordinary additions and repairs are those which, once undertilken,
will improve or nrolong the normal life of a building or work,

6. Current transfers

Comprise current disbursements to enterwrises or pe.sons for transcctions
not involving counternart goods or services, as, for examnle, dencions, wersonal.
bonuses, indemnities, subsidies, grants, contributions to soci:l security
and pension funds, etc,

Te Capital transfers

Include exnenditure with no offsetting entry for investment in —ubtlic
or private agencies and bodies, .lso includes transfers to finence the
construction of housing and other buildings, the purchase of machinery and
equipment, increases in stoclks or working capital, the financing of credit
activities, etc, '

8. Public debt

This grou» includes all expenditure connectéd with »ublic debt
liabilities deriving from the sale of securities or direct internal ana
external loams. It covers amortization, interest, comission and other
charges related with the servicing of the debt.

Qe Other financial disbursements

Comnrise expenditure under the head of loans, the nurchase of credit
docuients, shares and title ceeds and other similar disbursements.

10. Asgregate apnropriations

Outlays under the head of unclassified exnenditure in the other
categories, items for unforeseen expenditure and expenditure to strengthen
otner budget items,
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