GOVERNMANT BUDGET RATIONALISATlON . Expenditure Budget.

Introduction

Budget rationalisation has tobe undertaken pearing in mind the government‘s maoro-economi poli-
cies and strategies. The three major government economic policies aré the:

i. Creation ofa favourable macro—economic enviroment;
ii. Increase in production inall produotion sectors; and
iii. Restoration of government and private sector management capacity.

To achieve the first policy, equilibrium between production and consumption should be achieved. AlsO
equilibrium between savings and investments has to be aimed, and lastly, equlibrium petween govern-
ment expendituré and revenue hastobe targeted. Thj}ast‘stregegy canbe achieved through pbudget

restriction and rationalisation ofpubhcdebt. 0 W fo et C e

Government financial operations in 1995-96 indicate that the current expenditure raised from Rwf
42.089 billion in 1995 to Rwf 53.147 billion in 1996 against receipts of Rwf 23.128 billion in 1995 and
Rwf 39.508 billion in 1996 . This situation created a deficit of Rwf 36.035 billion in 1995 which rose to
Rwf 49.019 pillion. The 1997 budget is pro]ected to be Rwf 173.887 billion against receipts of Rwf
46.456 billion creatinga deficit of Rwf 127 .431 billion.

To meet part of the recurrent and developemnt expenditure, the government porrows from internal and
external sources of which it pays heavy interest.
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Government financiai ogerations (Biliion Rwf)

Item

e—

RECETTES PROPRES ( Receipts)

a. Fiscales (Taxes)
_Taxes directes (revenue * propriete)- direct taxes
- Taxes indirect (b/s * exterieur) indirect taxes

b. Non fiscales (non—taxes)

DEPENSES TOTALES (Total Expenditure)
a. Courantes (current)
i. Consommation (consumption)
-Salaires (saiaries) ;
-piens & services (goods & services)
ii. paiement intéréts dus (interest payment) on
- Intérieur (interna\)
- extérieur (exclus. FMI)
iii. Subsides et transferts (subsides & transfers)
iv. exceptionneiies (contingencies ?)
b.En capital (investissement)—capitai (investment)
i. Financement interieur (internai financing)

i. Financement exterier (externai financing)
-dons en capital

-tirages sur préts

iii. Prétnets

c. Variation des arrieres

DEFICIT GLOBAL (Caisse)

fFinancement disponible
1-Dons [ Dot )
-Courant
-en capital

tz Emprunts exterieurs, nets@ﬂemJ W )

-{irages

= -amortissement W n ik . }
w Financementinterieur t 7
- Systeme pancairé

- gystemnon - bancairetautres
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ii. Basing on the optimal size of each ministry the returnees (both the old case and new case loads)
would be recruited on merit and the rest retrenched, but with appropriate severence packages includ-
ing new government jobs or being assisted to joining the private sector.

iii. Motivation of the remaining employees by increasing their salaries over a three year period done in
equal proportions until the lowest paid civil servant can meet the minimum cost of living equivalent to
Rwf 44,000 in Rwanda (La Question des Salaries et Des Prix au Rwanda, CESTRAR, January 1996).

iv. "Ghost" workers should be identified through a census and salary payment exercise.

2. Centralisation of purchases
It has been observed that ministry employees make requisitions to the Ministry of Finance, to purchase

items particulary stationery and other office supplies quoting different prices for the same item. This
indicates that some ministries.e buy more expensively than others. Itis recommended that the Cen-
tral Tender Board that is to be in place soon should advertise certain items required in large quantites
and bids made. The lowest bidder (assuming other conditions and quality are competitive) should be
given the mandate to sell these items to the various ministries. Further where ministries make various
budgets estimtes for a similar item, MINIFIN should correct this anormaly before accepting it in the

budget.

3. Scrapping or reducing of some items.

During this period of budget restrgction ,some items should be scrapped from the budget. These
items include news papers except in the Ministry of Information, Foreign Affairs,MINIPLAN, the Presi-
dency and Premature. Even in these ministries, not more than 2 copies of each newpaper should be
purchased. A central reading room should be identified to be used by the readers. There are also
some fictitious items on budget items that are never used and yet constantly appear in the budget.

This should also be scrapped.

4. Over expenditures,
Both the concerned Ministries and the controlling Ministry of Financé allow over -expenditure on bud-

geted items. This gives afree hand to the emplementing ministries to spend without control. To
correct this, budgets must be prepared in time and each ministry given its money. Ifthe ministry
exhauts its budget it will be denied funds on that specific item. Also using votes for a particular item
for another should be penalised. | ; % rehSsll 77@7 Ovebislo hevel
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6-5: Fuel and vehicle maintaiancs & S
Government spends a big proportion of its recurrent budget on fuel and vehicle maintenance. The
proposed project of selling off the vehicles and paying officers transport allowance should be pursued

and completed soonest.

;(E‘r. Inclusion of control measures in all government expenditure.
Government should put in place a system to monitor ministerial expenditures, as well as evaluation

systems through use of the created organs like the Auditor General, Commission for Cordination of
Development and all Humanitarian Aid, and the re-enviogeration of the Cour de Compte. The office of
Inspector General should be established. These organs would curb on the misuse of public funds or

public offices. //a,ﬁg\,%g O oy Con C}[\Q\az/) vu(j;é:a:;:
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=3. Indemnité de caisse
As a means to motivate those employees handling cash and to cover them in case of miscounting, @

certain amount of money is givento cashiers or people handling cash to cover them in case of loss.
The allowance is related to the cash handled per month. Whereas this principle is sound, it has cre-
ated negative impact on the economy. First there is atendancy notto use the cheques system since
the cashiers and their "masters' are interested in the allowances given whenone handles a lot of
money. ltis possible that the masters do not want to change the status quo as the cashiers would pay
to the master part of the allowance.

Further a lot of cash comes fromone personlﬁhe payer to government) to the payee (government
employees or suppliers) without going through the banks. This denies the banking system of this cash.
Also there is a risk of theft by the individuakhandling the money or by robbers.

Itis recommended that MINIFIN pays all the ministries or individuals in cheques and the ministries in
turn pay their employees/Clients in cheques. This will require all employees to open bank accounts
boosting the banking sector. Similarly, people paying the government should be asked to use bank-
ers cheques(cheque certifié) . This process should be done within the 1997 calender year.

(?. Payment of public debt
I.

Internal debt
in 1989, the government internal debtwas 28.838 billion Rwandese francs of which Rwf 1 5.838 billion

(565%) was owned to the banking sector and the rest of Rwf 13.004 billionwas to the non bank sector.
The interest then paid was Rwf 2.030 billion (or 8% of the expenditure). Currently, the public debtis
estimated at Rwf 288 billion? of which over Rwf 50 billion is internal debt, of which BNR is owped Rwf
380and therest is external. By december 1996, internal debt arrears has accumulated to Rwf 39.3
billion of which Rwf 34 .5 billion was owned to BNR and the rest of 4.84 billion owned to domestic

commercial banks and non-bank financial institutions.

The government and BNR have agreed thatthe debt arrears be co,nsolidated and 2% p.a interest be
charged begining January 1996, tobe based on quarterly period. After 5 years, the principal will be
repaid by making an appropriation of 30% against a portion of profit which BNR has to transfer to
government. It is thus apparent that the debt service is crippling to the government and borrowing
must be reduced soonest. Government will pay Rwf 2.822 billion in 1997 in internal public debt inter-

est.

ii. External Debt
Government will also pay Rwf 10.878 billion Francs in debt service of which Rwf 4.03 billion willbe

loan principal and the rest of Rwf6.85 billion in interest excluding the arrears. External debt repre-
sents 67% of the total debt.

As the government has no much room for manouverability, it is recommended that the government
negotiates with creditors (IMF/World Bank ) to reduce or scrap off the debt as Rwanda is below the
poverty line, @ criterion that is currently being proposed . MINIPLAN, MINIFIN and MINAFET should
follow up this possibility. Debt rescheduling strategy should also be pursued despite its weakness.
For long term strategy, however, debt contracting should only be justified on viable economic projects
which will be able to generate funds and contribute in repaying the loan in question.



The development budget o
The develompent budget cannot be reduced apart from ensuring that all relevant projects are included -
following the proiritisation. There is need to have clear economic policies which should be the base

for prioritising which projects to be considered. : E ez
Further, the current rehabilitation pudget can not be reduced because of the extensive damage by the
war. However, salary in centives need for people (nationals and non-nationals) involved in the projects
should be rationalised. : ' S
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