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1.0 Introduction

8IFO�GBDFE�XJUI�MJRVJEJUZ�TIPSUGBMMT�HPWFSONFOUT�TPNFUJNFT�GBJM�UP�NBLF�QSPNQU�QBZNFOUT�PO�
UIFJS�EVF�PCMJHBUJPOT�HJWJOH� SJTF� UP�BSSFBST��3FnFDUJOH�HPPE�mOBODJBM�NBOBHFNFOU�QSBDUJDFT�
UIFTF�BSSFBST�TIPVME�PGUFO�CF�TFUUMFE�PODF�UIF�HPWFSONFOU�T�DBTI�nPX�OPSNBMJ[FT�PS�JNQSPWFT��
5IBU�XBZ�UIF�BSSFBST�BSF�UFNQPSBSJMZ�JODVSSFE�UP�EFBM�XJUI�UIF�HPWFSONFOU�T�VOFYQFDUFE�mOBODJBM�
EJGmDVMUJFT�BOE�XPVME�OPU�UFOE�UP�CF�SFDVSSJOH�PS�JODSFBTJOH�

)PXFWFS� UIF� SFDVSSFODF�PG�BSSFBST� JT�B�DPNNPO�QSPCMFN�QMBHVJOH�NBOZ�HPWFSONFOUT�� mTDBM�
PQFSBUJPOT�� "� TVSWFZ� PG� ���� *OUFSOBUJPOBM�.POFUBSZ� 'VOE� 	*.'
�TVQQPSUFE�QSPHSBNT�CFUXFFO�
1999 and 2012 by Flynn and Pessoa (2014) found that 95 percent contained arrears-related 

TUSVDUVSBM� CFODINBSLT� PS� QFSGPSNBODF� DSJUFSJB�� 5IFTF� TPVHIU� UP� FOTVSF� UIBU� UIF� BGGFDUFE�
HPWFSONFOUT�XIJDI�UZQJDBMMZ�XFSF�GBDFE�XJUI�MBSHF�PS�SFDVSSJOH�BSSFBST�DMFBSFE�UIFJS�BSSFBST�BOE�
UPPL�TUFQT�UP�QSFWFOU�OFX�BDDVNVMBUJPO�

5IF�BDDVNVMBUJPO�PG�BSSFBST�IBT�TFWFSBM�VOXBOUFE�DPOTFRVFODFT�PO�UIF�HPWFSONFOU�DSFEJUPST�
BOE�UIF�FDPOPNZ��8IFOFWFS�UIF�HPWFSONFOU�BDDVNVMBUFT�BSSFBST�JU�JT�NPSF�PS�MFTT�DPNQFMMJOH�
UIF�SFTU�PG�UIF�FDPOPNZ�UP�mOBODF�FYQFOEJUVSF�PO�JUT�CFIBMG�GPS�XIJDI�JU�IBT�OP�SFBEZ�NPOFZ�UP�
QBZ��5IJT�iGPSDFE�mOBODJOHw�PG�UIF�HPWFSONFOU�CZ�QSJWBUF�FDPOPNJD�BHFOUT�BGGFDUT�UIF�BMMPDBUJPO�
BOE�EJTUSJCVUJPO�PG�UIF�FDPOPNZ�T�SFTPVSDFT�JO�B�XBZ�UIBU�VMUJNBUFMZ�NBZ�OPU�CF�FGmDJFOU�	%JBNPOE�
BOE�4DIJMMFS�����
��*U�DBO�BMTP�IBWF�NBDSPFDPOPNJD�SFQFSDVTTJPOT�TVDI�BT�SFEVDFE�FDPOPNJD�
HSPXUI� TJODF�EFMBZFE�QBZNFOUT�NBZ�DPNQFM�DSFEJUPST� 	XBHF�FBSOFST�PS� DPNQBOJFT� TBZ
� UP�
EFMBZ�UIFJS�DPOTVNQUJPO�PS�JOWFTUNFOU�

"�DVMUVSF�PG�QFSTJTUFOU�QBZNFOU�EFMBZT�DBO�DBVTF� UIF�HPWFSONFOU� UP� MPTF�mOBODJBM�DSFEJCJMJUZ�
MFBEJOH� DPOUSBDUPST� UP� SFTQPOE� CZ� JOnBUJOH� DPOUSBDU� QSJDFT� UP� PGGTFU� UIF� PQQPSUVOJUZ� DPTU� PG�
EFMBZFE�QBZNFOUT�PS�CZ�EFOZJOH�TFSWJDFT�UP�UIF�HPWFSONFOU�JO�GVUVSF��*G�BSSFBST�BSF�PNJUUFE�GSPN�
mTDBM�BHHSFHBUFT�UIFO�UIF�NFBTVSFE�HPWFSONFOU�EFmDJU�PS�JOEFCUFEOFTT�NBZ�CF�VOEFSTUBUFE�
UPHFUIFS�XJUI�UIF�NBDSPFDPOPNJD�JNQBDU�PG�UIF�HPWFSONFOU�T�mTDBM�PQFSBUJPOT��5IFTF�BOE�PUIFS�
OFHBUJWF�JNQBDUT�IBWF�NPUJWBUFE�FGGPSUT�CZ�HPWFSONFOUT�FJUIFS�PO�UIFJS�PXO�PS�XJUI�*.'�QSPHSBN�
support, to reduce or eliminate arrears.

*O�(IBOB�FYQFOEJUVSF�BSSFBST�IBWF�CFFO�B�GFBUVSF�PG�HPWFSONFOU�mTDBM�PQFSBUJPOT�GPS�B� MPOH�
UJNF�ZFU�UIF�JTTVF�IBT�SFDFJWFE�WFSZ�MJUUMF�BUUFOUJPO�GSPN�FDPOPNJD�SFTFBSDIFST�JG�BU�BMM��5IJT�NBZ�
CF� QBSUMZ� CFDBVTF� UIF� TDBMF� PG� UIF� QSPCMFN�XBT� OPU� TJHOJmDBOU� JO� UIF� QBTU�� *O� SFDFOU� ZFBST�
IPXFWFS� BSSFBST� IBWF� SJTFO� UP� HSFBUFS� QSPNJOFODF� EVF� UP� JODSFBTJOH� BDDVNVMBUJPO� BOE�
QBZNFOUT��"MUIPVHI�QBZJOH�EPXO�BSSFBST�JT�SFDPNNFOEFE�JO�UIF�GBDF�PG�B�TJ[FBCMF�CVJME�VQ�BT�
GPS� JOTUBODF� JU� TVQQPSUT� FDPOPNJD� HSPXUI� BOE� B� MJRVJEJUZ�DPOTUSBJOFE� QSJWBUF� TFDUPS�UIF�
SFDVSSFODF�PG�IVHF�BSSFBST�VOEFSNJOFT�TPVOE�BOE�FGGFDUJWF�mTDBM�NBOBHFNFOU�BOE�QPJOUT�UP�
VOEFSMZJOH�TZTUFNJD�DBVTFT�UIBU�SFRVJSF�EVSBCMF�TPMVUJPOT�
 

5IJT�QBQFS� FYBNJOFT� UIF� OBUVSF� USFOE� DBVTFT� BOE�NBOBHFNFOU� PG� HPWFSONFOU� FYQFOEJUVSF�
BSSFBST�JO�(IBOB��*UT�QSJNBSZ�BJN�JT�UP�FOBCMF�BO�BQQSFDJBUJPO�PG�UIF�QSPCMFN�BOE�FTUBCMJTI�XIZ�
JU� IBT� HSPXO� BOE� QFSTJTUFE� UP� MBZ� UIF� GPVOEBUJPO� GPS� GVUVSF� SFTFBSDI� UIBU� XJMM� CF� EFWPUFE� UP�
BOBMZ[JOH�JUT�WBSJPVT�JNQBDUT��
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4FDUJPO���XIJDI�GPMMPXT�UIJT�JOUSPEVDUPSZ�TFDUJPO�EFmOFT�BOE�FYQMBJOT�UIF�HFOFSBM�DPODFQU�PG�
BSSFBST� JEFOUJmFT� UIF� DPNNPO� UZQFT� BOE� EFTDSJCFT� IPX� BSSFBST� BSF� USFBUFE� JO� UIF� mTDBM�
BDDPVOUT�� 4FDUJPO� �� MPPLT� BU� IPX�BSSFBST� BSF�EFmOFE� 	JEFOUJmFE
� JO�(IBOB�T�QVCMJD� BDDPVOUT�
TZTUFN�IPX�UIFZ�BSF�USFBUFE�JO�UIF�mTDBM�UBCMFT�BOE�UIF�JTTVFT�JOWPMWFE�UIFSFJO��5IF�TFDUJPO�BMTP�
FYQMBJOT�UIF�OBUVSF�BOE�UZQFT�PG�UIF�BSSFBST��4FDUJPO���QSFTFOUT�UIF�USFOE�JO�BSSFBST�BDDVNVMBUJPO�
BOE�MJRVJEBUJPO�BOE�EJTDVTTFT�UIF�DBVTFT�BOE�NBOBHFNFOU�PG�BSSFBST�PWFS�UIF�ZFBST��5IJT� JT�
GPMMPXFE�CZ�TPNF�PCTFSWBUJPOT�JO�4FDUJPO���XIJMF�4FDUJPO���PGGFST�QPMJDZ�SFDPNNFOEBUJPOT�BOE�
concludes the paper.   

5ISFF�EFmOJUJPOT�PG�BSSFBST�TUBOE�PVU�JO�UIF�BWBJMBCMF�MJUFSBUVSF�PO�UIF�TVCKFDU��5IF�mSTU�JT�GPVOE�JO�
UIF�TFNJOBM�XPSL�CZ�%JBNPOE�BOE�4DIJMMFS�	����
�XIJDI�EFmOFT�HPWFSONFOU�FYQFOEJUVSF�BSSFBST�
BT� iUIF� UPUBM� PVUTUBOEJOH� PCMJHBUJPOT� EVF� GPS� QBZNFOU� UIBU� UIF� HPWFSONFOU� IBT� GBJMFE� UP�
EJTDIBSHF�w� 5IF� *.'� (PWFSONFOU� 'JOBODF� 4UBUJTUJDT� .BOVBM� 	('4.� ����
� BMTP� TUBUFT� UIBU�
iBSSFBST�BSJTF�XIFO�BO�PCMJHBUPSZ�QBZNFOU�JT�OPU�NBEF�CZ�JUT�EVF�GPS�QBZNFOU�EBUF�w�*O�B�NPSF�
SFDFOU� QBQFS� 'MZOO� BOE� 1FTTPB� 	����
� EFmOF� HPWFSONFOU� FYQFOEJUVSF� BSSFBST� BT� imOBODJBM�
PCMJHBUJPOT�UIBU�IBWF�CFFO�JODVSSFE�CZ�BOZ�MFWFM�PG�UIF�QVCMJD�TFDUPS�GPS�XIJDI�QBZNFOUT�IBWF�OPU�
CFFO�NBEF�CZ�UIF�EVF�EBUF��w�

$PNCJOJOH�UIF�DPNNPO�BUUSJCVUFT�JO�UIF�BCPWF�EFmOJUJPOT�HPWFSONFOU�FYQFOEJUVSF�BSSFBST�DBO�
CF�SFTUBUFE�BT�UIF�BDDFQUFE�mOBODJBM�PCMJHBUJPOT�PG�HPWFSONFOU�XIJDI�IBWF�OPU�CFFO�EJTDIBSHFE�
after they became due for payment. 

5ISFF�LFZ�DIBSBDUFSJTUJDT�PG�BSSFBST�DBO�CF�EJTDFSOFE� GSPN� UIJT�EFmOJUJPO��5IF�mSTU� JT� UIBU� UIF�
QBSUJDVMBS�mOBODJBM�MJBCJMJUZ�IBT�CFFO�BDDFQUFE�CZ�UIF�HPWFSONFOU��5IJT�NFBOT�UIFSF�JT�OP�EJTQVUF�
PWFS�UIF�DMBJN�PS�UIF�DMBJN�IBT�CFFO�UBLFO�UISPVHI�UIF�OPSNBM�WFSJmDBUJPO�QSPDFEVSF�BOE�CFFO�
WBMJEBUFE�BT�B�USVF�PCMJHBUJPO�PG�UIF�HPWFSONFOU��5IF�TFDPOE�DIBSBDUFSJTUJD�JT�UIBU�UIF�BDDFQUFE�
PCMJHBUJPO�IBT�CFDPNF�EVF�GPS�QBZNFOU�XIJMF�UIF�UIJSE�BUUSJCVUF�JT�UIBU�UIF�QBZNFOU�IBT�OPU�CFFO�
discharged despite the due date passing. The due date or deadline for payment of an obligation 

NBZ�CF�EFUFSNJOFE�CZ�UIF�BQQMJDBCMF�HPWFSONFOU�mOBODJBM�MBX�SFHVMBUJPO�PS�DVTUPN��UIF�VOEFS-
MZJOH�DPOUSBDU�QBZNFOU�UFSNT��PS�UIF�UZQF�PG�FYQFOEJUVSF�JOWPMWFE��'PS�BOZ�EFMBZFE�QBZNFOU�UIF�
WBMVF� PG� UIF� SFTVMUJOH� FYQFOEJUVSF� BSSFBST� DPOTUJUVUFT� UIF� BNPVOU� PG� UIF� PSJHJOBM� PVUTUBOEJOH����������
MJBCJMJUZ�BOE�BOZ�DPOTFRVFOUJBM�JOUFSFTU�PS�mOBODJBM�QFOBMUJFT�XIJDI�UIF�HPWFSONFOU�NJHIU�JODVS�

"�NBKPS�JNQPSU�PG�UIF�BGPSFNFOUJPOFE�DIBSBDUFSJTUJDT�PG�BSSFBST�JT�UIBU�OPU�FWFSZ�VOQBJE�CJMM�PG�UIF�
HPWFSONFOU�FRVBUFT�UP�BSSFBST��5IJT�JT�CFDBVTF�UIF�QBZNFOU�EVF�EBUF�NBZ�OPU�IBWF�QBTTFE�B�
LFZ�SFRVJSFNFOU�GPS�BSSFBST�UP�PDDVS�PS�UIF�DMBJN�NBZ�CF�EJTQVUFE��"�SJTF�JO�VOQBJE�CJMMT�DPVME�
IPXFWFS�IJOU�BU�QPUFOUJBM�BSSFBST��0CMJHBUJPOT�BSJTJOH�GSPN�SFUSPBDUJWF�XBHF�SFWJTJPOT�BSF�BMTP�OPU�
QBSU�PG�BSSFBST�CFDBVTF�UIFZ�EP�OPU�GBMM�TUSJDUMZ�JOUP�UIF�DBUFHPSZ�PG�EFMBZFE�QBZNFOUT�	%JBNPOE�
and Schiller, 1993).

 

2.0 General Definition & Treatment of Arrears 

2.1 Definition
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  This definition views government in its broadest representation—the public sector. However, for fiscal reporting purposes, the meaning and 
coverage of government differs across countries, with some employing a narrower notion of government—that is, the central government 
or general government.
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In addition to arrears arising from bills submitted by contractors and suppliers, other types of 

HPWFSONFOU�FYQFOEJUVSF�BSSFBST�DPNNPOMZ�JEFOUJmFE�JODMVEF�PWFSEVF�XBHFT�QFOTJPOT�BOE�PUIFS�
EFGFSSFE� USBOTGFST� UP� IPVTFIPMET�� EFMBZFE� NBOEBUPSZ� USBOTGFST� UP� TVC�OBUJPOBM� HPWFSONFOUT�
TUBUVUPSZ�	FBSNBSLFE
�GVOET�BOE�QBSBTUBUBM�VOJUT��PWFSEVF�UBY�SFGVOET��BOE�PWFSEVF�EFCU�TFSWJDF�
PS�BNPSUJ[BUJPO�QBZNFOUT�

5IF�USFBUNFOU�PG�BSSFBST�JO�UIF�mTDBM�BDDPVOUT�EFQFOET�UP�B�MBSHF�FYUFOU�PO�XIFUIFS�HPWFSONFOU�
transactions are recorded on a cash or accrual basis in the country of interest. In accrual 

BDDPVOUJOH�USBOTBDUJPOT�BSF�HFOFSBMMZ�SFDPSEFE�BT�TPPO�BT�UIFZ�PDDVS�JSSFTQFDUJWF�PG�XIFUIFS�
DBTI� JT� SFDFJWFE�PS�QBJE��5IJT� TZTUFN�BVUPNBUJDBMMZ� JODPSQPSBUFT�QBZNFOU�BSSFBST� JO� SFQPSUFE�
FYQFOEJUVSF�TJODF�FBDI�USBOTBDUJPO�JT�SFDPSEFE�BT�TPPO�BT�UIF�CFOFmU�GSPN�JU�JT�SFDFJWFE�CZ�UIF�
HPWFSONFOU��5IF�FYQFOEJUVSF�BOE�mTDBM�CBMBODF�mHVSFT�JO�UIJT�TZTUFN�NFBTVSF�UIF�USVF�JNQBDU�
PG�HPWFSONFOU�PQFSBUJPOT�PO�UIF�FDPOPNZ�CFDBVTF�UIFZ�JODMVEF�BMM�USBOTBDUJPOT�CZ�HPWFSONFOU�
XIFUIFS�QBJE�GPS�PS�OPU��*G�mTDBM�UBCMFT�BSF�QSFTFOUFE�PO�BO�BDDSVBM�CBTJT�BO�i0UIFS�"DDPVOUT�
1BZBCMFw� MJOF� JUFN� JT� JODMVEFE� JO� UIF� mOBODJOH� TFDUJPO� UP� JOEJDBUF� UIF� WBMVF� PG� PVUTUBOEJOH�
QBZNFOUT�BDDSVFE�JO�UIF�mOBODJBM�ZFBS�	4FF�('4.�����
��5IJT�DPOUSJCVUFT�UP�UIF�UPUBM�mOBODJOH�
PG�UIF�BDDSVBM�mTDBM�CBMBODF��/PU�BMM�BDDPVOUT�QBZBCMF�BSF�BSSFBST�IPXFWFS�BT�GPS�JOTUBODF�B�CJMM�
NBZ�CF�PVUTUBOEJOH�CVU�OPU�EVF�GPS�QBZNFOU��(FOFSBMMZ�UP�TIPX�UIF�TVCTFU�PG�BDDPVOUT�QBZBCMF�
UIBU�JT�JO�BSSFBST�BEEJUJPOBM�JOGPSNBUJPO�XPVME�IBWF�UP�CF�QSPWJEFE��5IJT�DPVME�UIFO�CF�TIPXO�BT�
B�NFNPSBOEVN�JUFN�VOEFS�UIF�mTDBM�UBCMFT�
 

"MUIPVHI�UIF�*.'�FODPVSBHFT�HPWFSONFOUT�UP�SFQPSU�PO�BO�BDDSVBM�CBTJT�UIF�VTF�PG�UIJT�TZTUFN�
JT� QSFWBMFOU� NBJOMZ� JO� &VSPQF� BOE� UIF� "NFSJDBT� XIFSFBT� JO� "GSJDB� BOE� "TJB� DBTI�CBTJT�
BDDPVOUJOH�EPNJOBUFT�	&:�����
��6OEFS� UIF�DBTI�CBTJT� USBOTBDUJPOT�BSF�SFDPSEFE�POMZ�XIFO�
DBTI� JT� SFDFJWFE� PS� QBJE�� &YQFOEJUVSF�NFBTVSFE� VOEFS� UIJT� TZTUFN� FYDMVEFT� USBOTBDUJPOT� CZ�
HPWFSONFOU�XIJDI�IBWF�OPU�CFFO�QBJE�GPS�BOE�UIF�SFTVMUJOH�VOQBJE�CJMMT�PS�BSSFBST��*G�BSSFBST�FYJTU�
DBTI�CBTFE�mTDBM�BHHSFHBUFT�HJWF�BO�JODPNQMFUF�QJDUVSF�PG�HPWFSONFOU�mTDBM�PQFSBUJPOT�BOE�UIF�
NBDSPFDPOPNJD�FGGFDUT�PG�HPWFSONFOU�mTDBM�QPMJDZ��0OMZ�B�TQFDJBM�DPNQJMBUJPO�DBO�CF�VTFE�UP�
EFUFSNJOF� UIF� BNPVOU� PG� BDDVNVMBUFE� BSSFBST� UIF� SFTVMU� PG� XIJDI� NBZ� CF� TIPXO� BT� B�
NFNPSBOEVN�JUFN�VOEFS�UIF�mTDBM�UBCMFT��

In their Guidelines for Public Expenditure Management,�1PUUFS�BOE�%JBNPOE�	����
�TVHHFTU�UXP�
BMUFSOBUJWF�QSFTFOUBUJPOT�PG�BSSFBST�JO�UIF�mTDBM�UBCMFT�UP�EFBM�XJUI�UIF�TIPSUDPNJOHT�PG�DBTI�CBTJT�
SFQPSUJOH�� 5IF� mSTU� BQQSPBDI� UFSNFE� B� NPEJmFE� DBTI� CBTJT� NFBTVSFT� FYQFOEJUVSFT� PO� B�
DPNNJUNFOU� CBTJT� XJUI� UIF� EJGGFSFODF� CFUXFFO� UIF� SFTVMUJOH� EFmDJU� BOE� UPUBM� DBTI� mOBODJOH�
JOEJDBUFE�BT� iGPSDFE� mOBODJOHw�CZ�VOQBJE� TVQQMJFST�� 5IF�BMUFSOBUJWF� BQQSPBDI� mSTU� TIPXT� UIF�
EFmDJU�PO�B�DPNNJUNFOU�CBTJT��5IJT�JT�UIFO�BEEFE�UP�UIF�OFU�DIBOHF�JO�BSSFBST�	OFX�BSSFBST�MFTT�
PME�BSSFBST�DMFBSFE
� UP�HJWF� UIF�PWFSBMM�DBTI�EFmDJU�� *O�QSBDUJDF�NBOZ�DPVOUSJFT�IBWF� GPVOE� JU�
EJGmDVMU� UP� JNQMFNFOU� BOZ� PG� UIFTF� BQQSPBDIFT�� 5IJT� JT� CFDBVTF� FYQFOEJUVSF� SFQPSUFE� PO� B�
DPNNJUNFOU�CBTJT�DPVME�PWFSTUBUF�UIF�MFWFM�PG�BSSFBST�EVF�UP�UIF�GBDU�UIBU�TPNF�DPNNJUNFOUT�NBZ�
OPU�NBUVSF�JOUP�PCMJHBUJPOT���5IF�PUIFS�EJGmDVMUZ�JT�UIBU�JOGPSNBUJPO�PO�UIF�QSJPS�TUPDL�PG�BSSFBST�
OFX�BSSFBST�BDDVNVMBUFE�BOE�UIF�QPSUJPO�UIBU�IBT�CFFO�MJRVJEBUFE�JT�SFRVJSFE�UP�JNQMFNFOU�UIF�
TFDPOE� BQQSPBDI� CVU� JT� OPU� BMXBZT� SFBEJMZ� BWBJMBCMF� JO� NBOZ� DPVOUSJFT� VTVBMMZ� EVF� UP� QPPS�
monitoring of arrears by the Ministry of Finance or spending units.  

2.2 Treatment
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  For instance, a contract that has been awarded and recorded as a commitment by the government may not be executed, and no financial 
obligation would therefore arise.

2
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&YQFOEJUVSF� UP� MJRVJEBUF�BSSFBST� JT�BMTP� SFQPSUFE�EJGGFSFOUMZ� JO�mTDBM� UBCMFT�QSFQBSFE�VOEFS� UIF�
accrual as opposed to the cash basis. Under accrual accounting, arrears (and all other payables) 

BSF�SFDPHOJ[FE�BT�CBMBODF�TIFFU�EFCU�PS�MJBCJMJUJFT�BT�TPPO�BT�UIFZ�PDDVS�BOE�TVCTFRVFOU�QBZ-

NFOU�JT�SFDPSEFE�CZ�EFCJUJOH�UIF�WBMVF�PG�i0UIFS�"DDPVOUT�1BZBCMFw�PO�UIF�HPWFSONFOU�T�CBMBODF�
sheet. This means that arrears clearance in the accrual system is a balance sheet transaction that 

EPFT�OPU�JNQBDU�FYQFOEJUVSF�PS�UIF�mTDBM�CBMBODF�	JO�BDDSVBM�UFSNT
�JO�UIF�DVSSFOU�mOBODJBM�ZFBS��
0O� UIF�PUIFS�IBOE�VOEFS� UIF�('4.������DBTI�CBTJT�PG� SFQPSUJOH� UIF�QBZNFOU�PG�BSSFBST� JT�
SFDPSEFE�BT�QBSU�PG�HPWFSONFOU�FYQFOEJUVSF�JO�UIF�DVSSFOU�mOBODJBM�ZFBS�VOEFS�i0UIFS�1BZNFOUT�w�
5IVT� FYQFOEJUVSF� NFBTVSFE� JO� DBTI� UFSNT� JODMVEFT� DBTI� SFMFBTFT� GPS� DVSSFOU�ZFBS� mOBODJBM�
PCMJHBUJPOT�BT�XFMM�BT�DBTI�QBZNFOUT�UP�MJRVJEBUF�BSSFBST��5IF�OFUUJOH�PG�UPUBM�DBTI�FYQFOEJUVSF�
GSPN�UPUBM�DBTI�SFWFOVF�ZJFMET�UIF�DBTI�mTDBM�CBMBODF��

"MUIPVHI� UIF�HFOFSBM�DPODFQU�PG�HPWFSONFOU�FYQFOEJUVSF�BSSFBST�IBT�CFFO�FTUBCMJTIFE� JO� UIF�
MJUFSBUVSF� UIF� QSFDJTF� EFmOJUJPO� PG� BSSFBST� EJGGFST� BDSPTT� DPVOUSJFT�� 5IJT� JT� NBJOMZ� CFDBVTF� PG�
EJGGFSFODFT� JO� QBZNFOU� QSBDUJDFT� CFUXFFO� DPVOUSJFT� JO� QBSUJDVMBS� EJGGFSFODFT� JO�XIBU�NBZ�CF�
DPOTJEFSFE�MFHBMMZ�QFSNJTTJCMF�PS�BDDFQUBCMF�QBZNFOU�EFMBZT��5IF�USFBUNFOU�PG�BSSFBST�JO�mTDBM�
BDDPVOUT� BOE� UBCMFT� BMTP� WBSJFT� BOE� EFQFOET� PO� BDDPVOUJOH� DPOWFOUJPOT� 	DBTI� PS� BDDSVBM
�
BEPQUFE�CZ�DPVOUSJFT��"EEJUJPOBMMZ�BSSFBST�PG�B�QBSUJDVMBS�LJOE�NBZ�CF�QSFWBMFOU�JO�POF�DPVOUSZ�
CVU� CF� MFTT� PG� B� QSPCMFN� JO� BOPUIFS�� 5IFTF� EJGGFSFODFT� DBMM� GPS� BO� VOEFSTUBOEJOH� PG� XIBU�
DPOTUJUVUFT�HPWFSONFOU�FYQFOEJUVSF�BSSFBST�JO�(IBOB�UIF�OBUVSF�BOE�UZQFT�PG�UIF�BSSFBST�BOE�UIF�
NBOOFS�JO�XIJDI�UIFZ�BSF�USFBUFE�JO�UIF�mTDBM�BDDPVOUT�UP�IFMQ�EFMJOFBUF�UIF�JTTVF�BOE�QSFQBSF�UIF�
ground for the rest of the discussions in the paper. 
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3.0 Definition, Treatment and Types of Arrears in Ghana

"�TUBOEBSE�EFmOJUJPO�PG�HPWFSONFOU�FYQFOEJUVSF�BSSFBST�EPFT�OPU�FYJTU�JO�UIF�MFHBM�BOE�SFHVMBUPSZ�
GSBNFXPSL�GPS�QVCMJD�mOBODF�JO�(IBOB���*O�UIF�BCTFODF�PG�BO�VOFRVJWPDBM�EFmOJUJPO�QSBDUJDF�BOE�
BE�IPD�DSJUFSJB�IBWF�NPTU�PGUFO�IFME�TXBZ�JO�EFUFSNJOJOH�XIBU�DPOTUJUVUFT�FYQFOEJUVSF�BSSFBST�PG�
HPWFSONFOU��$FSUBJO�UZQFT�PG�PCMJHBUJPOT�GPS�JOTUBODF�XBHFT�BOE�FBSNBSLFE�USBOTGFST�UP�TUBUVUPSZ�
GVOET�NBZ�OPU�DBMM�GPS�BO�FYQMJDJU�EFmOJUJPO�UP�FTUBCMJTI�XIFO�UIFZ�IBWF�DPOWFSUFE�JOUP�BSSFBST��
8BHF�BSSFBST�BVUPNBUJDBMMZ�PDDVS�JG�XPSLFST��TBMBSJFT�OPSNBMMZ�EVF�BU�UIF�FOE�PG�UIF�NPOUI�BSF�
OPU� QBJE�� 'PS� TUBUVUPSZ� GVOET� UIF� MFHJTMBUJPOT� UIBU� TFU� UIFN� VQ� PGUFO� TUJQVMBUF� XIFO� USBOTGFST�
TIPVME�CF�NBEF��BOZ�EFMBZ�XPVME�UIVT�MFBE�UP�BSSFBST�OPSNBMMZ�EVF�BU�UIF�FOE�PG�UIF�NPOUI�BSF�
OPU� QBJE�� 'PS� TUBUVUPSZ� GVOET� UIF� MFHJTMBUJPOT� UIBU� TFU� UIFN� VQ� PGUFO� TUJQVMBUF� XIFO� USBOTGFST�
TIPVME� CF� NBEF�� BOZ� EFMBZ� XPVME� UIVT� MFBE� UP� BSSFBST�� #VU� GPS� QBZNFOUT� XIJDI� SFRVJSF� UIF�
TVCNJTTJPO� PG� B� CJMM� PS� JOWPJDF� CZ� UIF� DSFEJUPS�NBJOMZ� HPPET� BOE� TFSWJDFT� BOE� BTTFUT�
FYQFOEJUVSF�BO�VOBNCJHVPVT�TUBOEBSE�GPS�DMBTTJGZJOH�UIFTF�BT�BSSFBST�JT�OFFEFE��5IJT�IFMQT�UP�
JEFOUJGZ�UIPTF�JOWPJDFT�GPS�XIJDI�QBZNFOU�IBT�CFFO�VOEVMZ�EFMBZFE�PGUFO�EVF�UP�UIF�VOBWBJMBCJMJUZ�
of funds. 

3.1 Definition and Treatment 

3

  Neither the Financial Administration Act (Act 654, 2003), the Financial Administration Regulations (2004), nor any other public finance code 
or manual specifies a definition of expenditure arrears (Act 654 was repealed in August 2016 and replaced with the Public Financial Manage-
ment Act (Act 921, 2016), but this also lacks a clear definition of expenditure arrears). 

3
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  For instance, Flynn and Pessoa (2014) list Ghana among countries where the period before an outstanding payment becomes arrears is 
90 days.

  GIFMIS stands for the Ghana Integrated Financial Management Information System, which is the new software system for managing the 
public finances in Ghana.

  See Ghana: Public Expenditure and Financial Accountability Performance Review, Final Report, June 2013.

Section 3 highlights more of these discrepancies and the sources of the conflicting data.

4

5

6
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*O�QSBDUJDF�UIF�.JOJTUSZ�PG�'JOBODF�BMMPXT�VQ�UP����EBZT�GSPN�UIF�SFDFJQU�PG�BO�JOWPJDF�CFGPSF�JU�
CFHJOT�UP�BDDVNVMBUF�JOUFSFTU�PS�QFOBMUJFT�JG�OPU�QBJE��5IJT����EBZ�XJOEPX�IBT�CFFO�JOUFSQSFUFE�
BT�UIF�NBYJNVN�EFMBZ�QFSJPE�CFGPSF�BO�PVUTUBOEJOH�MJBCJMJUZ�GBMMT�JOUP�BSSFBST���5IJT�DSJUFSJPO�XBT�
VTFE�CZ� UIF� *.'� UP� USBDL� UIF�TUPDL�PG�QBZNFOU�BSSFBST� JO� UIF� SPBE�TFDUPS�EVSJOH�(IBOB�T� UXP�
TVDDFTTJWF�1PWFSUZ�3FEVDUJPO�BOE�(SPXUI�'BDJMJUZ�	13('
�QSPHSBNT�JO������������"O�BSSFBS�XBT�
EFmOFE�XJUIJO�UIF�DPOUFYU�PG�UIF�13('�QSPHSBNT�	4FF�*.'�����
�BT�iB�EVMZ�DFSUJmFE�FYQFOEJUVSF�
DPNNJUNFOU�UIBU�XBT�OPU�QBJE�EVSJOH�B�QFSJPE�PG����EBZT�BGUFS�UIF�EBUF�UIF�CJMM�XBT�JTTVFE�w
 

5IJT�EFmOJUJPO�IBT�OPU�CFFO�DPOTJTUFOUMZ�BQQMJFE�IPXFWFS�FWFO�JO�*.'�QSPHSBNT��'PS�JOTUBODF�
JO�UIF�HPWFSONFOU�T�����������*.'�&YUFOEFE�$SFEJU�'BDJMJUZ�	&$'
�QSPHSBN�B�OFX�EFmOJUJPO�XBT�
VTFE�UP�NPOJUPS�BSSFBST�UP�DPOUSBDUPST��5IFTF�XFSF�EFmOFE�BT�iQBZNFOUT�EVF�BOE�OPU�TFUUMFE�
XJUIJO����EBZT�BGUFS�UIF�FOE�PG�UIF�mTDBM�ZFBS�w�5PUBM�BSSFBST�XFSF�EFmOFE�BT�UIF�TVN�PG�BSSFBST�UP�
DPOUSBDUPST�BSSFBST�UP�TUBUVUPSZ�GVOET�BOE�XBHF�BOE�QFOTJPO�BSSFBST��"SSFBST�UP�TUBUVUPSZ�GVOET�
XFSF�EFTDSJCFE�BT�iBOZ�EFMBZ�PG�NPSF�UIBO�POF�NPOUI�JO�SFWFOVF�USBOTGFST�UP�UIF�GVOET�SFMBUJWF�
UP�UIF�OPSNBM�QBZNFOU�TDIFEVMFw�XIJMF�XBHFT�BOE�QFOTJPOT�BSSFBST�XFSF�iQBZNFOUT�PVUTUBOE-

JOH�BGUFS�UIF�BHSFFE�EBUF�GPS�QBZNFOU�UP�TUBGG�PS�UIF�TPDJBM�TFDVSJUZ�GVOE�w�'PS�UIF�QVSQPTFT�PG�UIF�
POHPJOH�����������&$'�QSPHSBN�PG�UIF�HPWFSONFOU�BSSFBST�UP�DPOUSBDUPST�IBWF�CFFO�SFEFmOFE�
BT�iBQQSPWFE�JOWPJDFT�PO�UIF�(*'.*4���TZTUFN�UIBU�SFNBJO�VOQBJE�UISFF�NPOUIT�BGUFS�UIF�RVBSUFS�
JO�XIJDI�UIF�JOWPJDFT�XFSF�BQQSPWFE�CZ�UIF�.%"w�	*.'�����
��

5IF�DIBOHJOH�EFmOJUJPOT�JOEJDBUF�UIBU�BSSFBST�IBWF�OPU�CFFO�NFBTVSFE�JO�B�DPOTJTUFOU�XBZ�PWFS�
UJNF��5IF�CJHHFS� JTTVF�IPXFWFS� JT� UIF�BCTFODF�PG�B�DMFBS�EFmOJUJPO�PVUTJEF� UIF�BE�IPD�POFT�
FNQMPZFE�JO�'VOE�QSPHSBNT��5IF�.JOJTUSZ�PG�'JOBODF�T����EBZ�SVMF�GPS�BSSFBST�PO�JOWPJDFT�XIJDI�
TFFNT� MJLF�B�HPPE�FOPVHI�XBZ� UP�NFBTVSF� UIJT� TVCTFU�PG� BSSFBST� IBT�CFFO� GPVOE�OPU� UP�CF�
VOJGPSNMZ�BQQMJFE�CZ�BMM�.JOJTUSJFT�%FQBSUNFOUT�BOE�"HFODJFT�	.%"T
�UP�EFUFSNJOF�UIFJS�BSSFBST��
%PVCUT�IBWF�UIFSFGPSF�CFFO�FYQSFTTFE�BCPVU�UIF�BDDVSBDZ�PG�EBUB�SFQPSUFE�PO�UIF�TUPDL�nPX�
BOE�DMFBSBODF�PG�BSSFBST�� �5IFTF�EPVCUT�BQQFBS� UP�IBWF�TPNF�WBMJEJUZ�CFDBVTF� GPS� UIF������
mOBODJBM�ZFBS�GPS�JOTUBODF�DPOnJDUJOH�EBUB�IBWF�CFFO�QVCMJTIFE�CZ�UIF�.JOJTUSZ�PG�'JOBODF�PO�
BSSFBST� QBZNFOUT��8JUIJO� UIF� mTDBM� UBCMFT� GPS� UIF� ZFBS� UIF� BNPVOU� PG� BSSFBST� MJRVJEBUFE�XBT�
SFQPSUFE�BT�()3.7 billion, but other data published by the same Ministry indicate arrears clear-

BODF�PG�()������NJMMJPO�JO���������

1PUFOUJBMMZ�VOEFSTUBUFE�PS�PWFSTUBUFE�BSSFBST�PCGVTDBUF�UIF�OBUVSF�PG�UIF�QSPCMFN�BOE�ZJFME�EBUB�
XIJDI�VOEFSNJOF�JOUFS�UFNQPSBM�DPNQBSJTPOT��/FWFSUIFMFTT�UIJT�QBQFS�JT�DPOTUSBJOFE�UP�VTF�UIF�
BWBJMBCMF�PGmDJBM�EBUB�PO arrears but also�QPJOUT�PVU�EJTDSFQBODJFT�JO�UIF�EBUB�XIFSFWFS�UIFZ�BSJTF���

4

5

6

7
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*O�QSFTFOUJOH�BSSFBST�JO�HPWFSONFOU�mTDBM�UBCMFT�JO�(IBOB�JU�JT�UIF�QBZNFOU�PG�BSSFBST�OPU�UIF�
JODVSSFODF�PG�JU�XIJDI�JT�SFQPSUFE��5IJT�JT�CFDBVTF�UIF�BDDPVOUT�BSF�QSFTFOUFE�PO�B�DBTI�CBTJT�
XIJDI�IBT�OP�QMBDF�GPS�VOQBJE�CJMMT�FYDFQU�XIFO�UIFZ�BSF�TUBUFE�BT�B�NFNPSBOEVN�JUFN�VOEFS�
UIF�mTDBM�UBCMFT��5IJT�JT�IBSEMZ�EPOF�IPXFWFS��&WFO�JO�B�NPSF�DPNQSFIFOTJWF�EPDVNFOU�TVDI�BT�
UIF� CVEHFU� TUBUFNFOU� JOGPSNBUJPO� PO� UIF� TUPDL� PG� BSSFBST� PS� OFXMZ�BDDVNVMBUFE� BSSFBST� JT�
HFOFSBMMZ� OPU� GPVOE�� 5IF� POMZ� FYDFQUJPOT�XFSF� JO� ����� ����� BOE� �����XIFO� JO� BEEJUJPO� UP�
QBZNFOUT� JOGPSNBUJPO� BSSFBST� TUPDL� mHVSFT�XFSF�QSPWJEFE� JO� UIF� PSJHJOBM� BOE� TVQQMFNFOUBSZ�
budget statements of the period. 

*O�UIF�mTDBM�UBCMFT�	4FF�5BCMF���TIPXJOH�FYBNQMFT�GSPN������BOE�����
�BSSFBST�QBZNFOUT�NBEF�
VQ�PG�SPBE�BOE�OPO�SPBE�BSSFBST�DMFBSBODF�BSF�QSFTFOUFE�BT�B�CBMBODJOH�JUFN�XIJDI�JT�BEEFE�UP�
UBY�SFGVOET�UP�EFSJWF�UIF�i0WFSBMM�$BTI�#BMBODFw�GSPN�UIF�i0WFSBMM�$PNNJUNFOU�#BMBODF�w�5IF�
PWFSBMM� DBTI� CBMBODF� JT� UIFO� BEKVTUFE� CZ� OFU� EJWFTUJUVSF� SFDFJQUT� BOE� B� EJTDSFQBODZ� JUFN� UP�
QSPEVDF�UIF�mOBM�CBMBODF�LOPXO�BT�i0WFSBMM�#BMBODF�*ODMVEJOH�%JWFTUJUVSF�BOE�%JTDSFQBODZ�w�

5IFSF�BSF�B�DPVQMF�PG�JTTVFT�XJUI�UIJT�QSFTFOUBUJPO��'JSTU�UIF�USFBUNFOU�PG�BSSFBST�QBZNFOUT�BT�B�
CBMBODJOH�BEKVTUPS�JT�JODPOTJTUFOU�XJUI�UIF�GPSNBU�SFDPNNFOEFE�JO�UIF�('4.������BOE�UIF�*.'�T�
4QFDJBM�%BUB�%JTTFNJOBUJPO�4UBOEBSE�	4%%4�����
��*O�UIF�('4.�BOE�4%%4�GPS�DPVOUSJFT�TVDI�
BT� (IBOB� UIBU� SFQPSU� PO� B� DBTI� CBTJT� SFQPSUFE� UPUBM� FYQFOEJUVSF� TIPVME� JODMVEF� BMM� DBTI�
FYQFOEJUVSF�CPUI� GPS� DVSSFOU�QBZNFOUT�BOE�BSSFBST�DMFBSBODF�� 5IF� MBUUFS� JT� TIPXO�BT�QBSU� PG�
i0UIFS�&YQFOTFw�PS�i0UIFS�1BZNFOUTw�VOEFS�UPUBM�FYQFOEJUVSF��

Table 1: Summary of 2014-15 Fiscal Tables (Amounts in GH݈m)

Source: Ministry of Finance (2015; 2016) *Represents tax expenditure

Item

A. Total Revenue and Grants

B. Total Expenditure

       Compensation of Employees

       Use of Goods and Services

       Interest Payments

       Subsidies

       Grants to Other Government Units

       Social Benefits

       Other Expenditure*

       Capital Expenditure

C. Overall Balance (Commitment)

D1. Road Arrears

D2. Non-Road Arrears

D3. Tax Refunds

E. Overall Balance (Cash)

F1. Net Divestiture Receipts

F2. Discrepancy

G. Overall Balance (Including Divestiture and Discrepancy)

24,745.5

31,962.2

10,466.8

1,776.6

7,080.9

473.7

4,850.8

0

1,217.7

6,095.7

-7,216.7

-231.7

-2,934.5

-156.7

-10,539.6

0

-96.6

-10,636.3

31,088.3

37,344.6

12,111.2

1,388.2

9,075.3

25.0

6,801.3

0

2,058.7

5,884.9

-6,256.3

-549.6

-2,149.1

-627.0

-9,582.0

0

143.8

-9,438.2

2014 2015



5IF�TFDPOE�BOPNBMZ�JO�5BCMF���DPODFSOT�*UFN�$�UIF�PWFSBMM�DPNNJUNFOU�CBMBODF��5IJT�TFFNT�UP�
JNQMZ�UIBU�UIF�SFQPSUFE�FYQFOEJUVSF�JT�CBTFE�PO�DPNNJUNFOUT��$PNNJUNFOUT�BDDPSEJOH�UP�UIF�
('4.������SFQSFTFOU�FYQFOEJUVSF�NFBTVSFE�BU�UIF�QPJOU�XIFO�UIF�HPWFSONFOU�DPNNJUT�JUTFMG�
UP�B�USBOTBDUJPO��#Z�UIJT�EFmOJUJPO�DPNNJUNFOU�FYQFOEJUVSF�JODMVEFT�DBTI�FYQFOEJUVSF�QBZBCMFT�
	XIJDI�JODMVEF�BSSFBST
�BOE�QVSDIBTF�PSEFST�OPU�ZFU�GVMmMMFE��*U�TFFNT�IPXFWFS�UIBU�UIJT�JT�OPU�
XIBU�*UFN�$�BDUVBMMZ�TUBOET�GPS�JO�5BCMF���TJODF�JG�UIBU�XBT�UIF�DBTF�UIF�TFQBSBUF�SFDPSEJOH�PG�
BSSFBST�DMFBSBODF�XPVME�BNPVOU�UP�EPVCMF�DPVOUJOH�PG�FYQFOEJUVSF��8IBU�JT�BQQBSFOU�JT�UIBU�*UFN�
C is a misnomer and should be relabelled as a cash balance. 

  

5BCMF���TIPXT�BO�BMUFSOBUJWF�QSFTFOUBUJPO�PG�UIF�JUFNT�JO�5BCMF����)FSF�UIF�FMFNFOUT�IBWF�CFFO�
SFBSSBOHFE�UP�DPOGPSN�UP�UIF�('4.������BOE�4%%4������QSFTFOUBUJPO��5IF�QBZNFOU�PG�BSSFBST�
JT�SFDPSEFE�BT�QBSU�PG�i0UIFS�1BZNFOUTw�BOE�DPOUSJCVUFT�UP�UIF�UPUBM�FYQFOEJUVSF�VTFE�UP�EFSJWF�
UIF�DBTI�CBMBODF��5IF�PWFSBMM�CBMBODF�JT�UIF�DBTI�CBMBODF�BEKVTUFE�CZ�B�EJTDSFQBODZ�JUFN��5XP�
CBMBODFT�XJUIPVU�BSSFBST�DMFBSBODF�IBWF�CFFO�TIPXO�BT�NFNPSBOEVN�JUFNT�TJODF�UIFTF�NBZ�
CF�SFRVJSFE�GPS�DFSUBJO�BOBMZUJDBM�QVSQPTFT�
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Table 2: Summary of 2014-15 Fiscal Tables Based on GFSM, 2001 and SDDS, 2007

6RXUFH��$XWKRU·V�UHDUUDQJHPHQW�RI�7DEOH���GDWD�(TXLYDOHQW�WR�&DSLWDO�([SHQGLWXUH�LQ�7DEOH��

Item

A. Total Revenue & Grants
B. Total Expenditure 
       Compensation of Employees
       Purchases of Goods and Services
       Interest Payments
       Subsidies
       Grants to Other Government Units
       Social Benefits

       Other Payments

           Arrears Clearance 
           Tax Expenditure
           Tax Refunds 
     Net Cash Outflow from Investments in Nonfinancial Assets* 
C. Cash Balance (A-B)
D. Discrepancy
E. Overall Balance (C+D)
Memorandum Items
Cash Balance (Without Arrears Clearance)
Overall Balance (Without Arrears Clearance)

24,745.5
35,285.1
10,466.8
1,776.6
7,080.9
473.7

4,850.8
0

4,540.6
3,166.2
1,217.7
156.7

6,095.7
-10,539.6

-96.6
-10,636.3

-7,373.4
-7,470.1

31,088.3
40,670.3
12,111.2
1,388.2
9,075.3

25.0
6,801.3

0
5,384.4
2,698.7
2,058.7
627.0

5,884.9
-9,582.0

143.8
-9,438.2

-6,883.3
-6,739.5

2014 2015
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   This was a period marked by extremely adverse terms of trade for Ghana, which, in the presence of a fixed official exchange rate and capital 
controls, led to an acute shortage of foreign exchange to meet international liabilities.

8 

(PWFSONFOU�FYQFOEJUVSF�BSSFBST�BSF�OPU�B�SFDFOU�QIFOPNFOPO�JO�(IBOB��*O�GBDU�QBZNFOU�BSSFBST�
IBWF� B� MPOH� IJTUPSZ�XJUIJO� UIF�HPWFSONFOU� TFDUPS�� 5IFJS� OBUVSF� IBT� IPXFWFS� FWPMWFE�PWFS� UIF�
EFDBEFT�JOnVFODFE�CZ�UIF�UZQFT�PG�CSPBEFS�NBDSPFDPOPNJD�BOE�mTDBM�QSPCMFNT�UIF�HPWFSONFOU�
IBT� GBDFE� BU� WBSJPVT� UJNFT�� 'PS� JOTUBODF� JO� UIF� ����T���T� HPWFSONFOU� BSSFBST� XFSF� NPTUMZ�
EFGFSSFE� GPSFJHO�EFCU�TFSWJDF�QBZNFOUT�BOE�EFGFSSFE� GPSFJHO� USBEF� MJBCJMJUJFT��5IFTF�IBE�CFFO�
BDDVNVMBUFE�BT�B�mOBODJOH�TUSBUFHZ�GPS�UIF�MBSHF�CBMBODF�PG�QBZNFOUT�EFmDJUT�SFDPSEFE�JO�UIPTF�
ZFBST���5IF�TJ[F�PG�UIF�FYUFSOBM�QBZNFOU�BSSFBST�XBT�64�����NJMMJPO�JO�������5IJT�JODSFBTFE�UP�
64�����NJMMJPO�JO������CVU�EFDSFBTFE�UP�64�����NJMMJPO�JO������	-PYMFZ�����
��

5IF�BSSFBST�DVSUBJMFE�(IBOB�T�BDDFTT�UP�FYUFSOBM�mOBODF�BOE�QMBZFE�B�SPMF� JO�BHHSBWBUJOH�UIF�
DPVOUSZ�T� FDPOPNJD�QMJHIU��0OF�PG� UIF�HPBMT� PG� UIF�&DPOPNJD�3FDPWFSZ�1SPHSBN� 	&31
�XIJDI�
LJDLFE� PGG� JO� ����� XBT� UP� HSBEVBMMZ� QBZ� EPXO� UIF� BSSFBST� UP� SFTUPSF� UIF� DPVOUSZ�T� EBNBHFE�
mOBODJBM�DSFEJCJMJUZ�BCSPBE��5IJT�XBT�UP�CF�BDIJFWFE�CZ�SFGPSNT�UP�DPSSFDU�UIF�EJTUPSUJPOT�JO�UIF�
GPSFJHO� FYDIBOHF�NBSLFU� QSPHSFTTJWF� USBEF� BOE� DBQJUBM� BDDPVOU� MJCFSBMJTBUJPO� BOE� JODSFBTFE�
JOnPX�PG�BJE� UIBU�XPVME�TFU� UIF�DPVOUSZ�PO�B�QBUI� UP�PWFSDPNJOH� JUT� GPSFJHO�FYDIBOHF� MJRVJEJUZ�
DPOTUSBJOUT��'SPN�B�TUPDL�PG�64�����NJMMJPO�JO������UIF�FYUFSOBM�BSSFBST�XFSF�QBJE�EPXO�UP�64����
NJMMJPO�JO�������*O������UIF�HPWFSONFOU�FYUJOHVJTIFE�UIF�SFNBJOJOH�BNPVOU��

"MM� UIJT� UJNF�EPNFTUJD�FYQFOEJUVSF�BSSFBST�IBE�OPU�FNFSHFE�BT�B�NBKPS� mTDBM�QSPCMFN�� *O� UIF�
����T�IPXFWFS�KVTU�BT�UIF�DPVOUSZ�XBT�DMPTJOH�UIF�DIBQUFS�PO�JUT�FYUFSOBM�QBZNFOUT�EJGmDVMUJFT�
EPNFTUJD�FYQFOEJUVSF�BSSFBST�DBNF�UP� UIF� GPSF�BT�B�SFDVSSJOH�mTDBM�DIBMMFOHF� SFnFDUJOH�XFBL�
DPOUSPM�PG�QVCMJD�FYQFOEJUVSF��5IFTF�BSSFBST�IBWF�TJODF�CFDPNF�UIF�EPNJOBOU�GPSN�PG�HPWFSONFOU�
BSSFBST�XJUI�GPSFJHO�BSSFBST�MBSHFMZ�FYUJODU�TJODF������

%PNFTUJD� FYQFOEJUVSF� BSSFBST� BSF� DMBTTJmFE� JOUP� UXP� CSPBE� DBUFHPSJFT�� i3PBE� "SSFBSTw� BOE�
i/PO�3PBE� "SSFBST�w� 3PBE� BSSFBST� BSF� PVUTUBOEJOH� QBZNFOUT� EVF� UP� DPOUSBDUPST� XIP� IBWF�
FYFDVUFE�SPBE�QSPKFDUT�GPS�UIF�HPWFSONFOU��*OJUJBMMZ�UIFTF�XFSF�UIF�POMZ�BSSFBST�FYQMJDJUMZ�JEFOUJmFE�
CZ� UIF� HPWFSONFOU�� /PO�SPBE� BSSFBST� XIJDI� TVSGBDFE� JO� ����� FODPNQBTT� BMM� PUIFS� BSSFBST�
JODMVEJOH�PWFSEVF�PCMJHBUJPOT� UP�DPOUSBDUPST�PVUTJEF� UIF� SPBE�TFDUPS��PVUTUBOEJOH�QBZNFOUT� UP�
TVQQMJFST�PG�HPPET�BOE�TFSWJDFT�UP�HPWFSONFOU�JODMVEJOH�VOQBJE�VUJMJUZ�CJMMT��PVUTUBOEJOH�XBHFT�
BOE�TBMBSJFT�QBZNFOUT��PWFSEVF� USBOTGFST� UP�TUBUVUPSZ� GVOET� JODMVEJOH� UIF�%JTUSJDU�"TTFNCMJFT�
$PNNPO�'VOE�	%"$'
�(IBOB�&EVDBUJPO�5SVTU�'VOE�	(&5'VOE
�/BUJPOBM�)FBMUI�*OTVSBODF�'VOE�
	/)*'
�BOE�4PDJBM�4FDVSJUZ�'VOE��BOE�USBOTGFST�PXFE�UP�4UBUFE�0XOFE�&OUFSQSJTFT�	40&T
�XIJDI�
JODMVEF�VOQBJE�TVCWFOUJPOT�BOE�TVCTJEJFT�

5SBEJUJPOBMMZ� UIF� DPWFSBHF� PG� HPWFSONFOU� FYQFOEJUVSF� BSSFBST� JO� (IBOB� IBT� CFFO� MJNJUFE� UP�
DFOUSBM� HPWFSONFOU� BSSFBST� NBEF� VQ� PG� FYQFOEJUVSF� BSSFBST� PG� .%"T� BOE� EJSFDU� DFOUSBM�
HPWFSONFOU�BSSFBST�UP�QVCMJD�RVBTJ�QVCMJD�BOE�QSJWBUF�JOTUJUVUJPOT��5IF�BSSFBST�PG�TUBUVUPSZ�GVOET�
TVC�OBUJPOBM� HPWFSONFOUT� BOE� TUBUF�PXOFE� FOUFSQSJTFT� BSF� PGUFO� FYDMVEFE� CVU� JODMVEFE� BSF�
DFOUSBM� HPWFSONFOU� BSSFBST� UP� UIFTF� QVCMJD� TFDUPS� BSNT�� 5IFTF� NPTUMZ� DPOTJTU� PG� PWFSEVF�
obligatory transfers. 

3.2 Nature and Types   

�



*O������GPMMPXJOH�B�NBKPS�EFDJTJPO�UP�SFUJSF�BMM�BSSFBST�UIBU�QPTFE�B�TJHOJmDBOU�SJTL�UP�UIF�FDPOPNZ�
UIF� HPWFSONFOU� CSPBEFOFE� UIF� DPWFSBHF� PG� JUT� BSSFBST� UP� JODMVEF� DFSUBJO� PWFSEVF� mOBODJBM�
liabilities of SOEs in the energy sector. Some liabilities of Cocobod, the public sector regulator of 

UIF�DPDPB�JOEVTUSZ�XFSF�BMTP�DPWFSFE�JO�������4BWF�GPS�UIFTF�JOTUBODFT�UIF�USBEJUJPOBM�DPWFSBHF�
PG�HPWFSONFOU�BSSFBST�IBT�HFOFSBMMZ�BQQMJFE��

"T� QSFWJPVTMZ� TUBUFE� EPNFTUJD� FYQFOEJUVSF� BSSFBST� CFDBNF� B� mTDBM� NBOBHFNFOU� JTTVF� PG�
DPODFSO�GSPN�UIF�FBSMZ�����T��0O�UIF�POF�IBOE�UIF�FNFSHFODF�PG�UIF�BSSFBST�BQQFBSFE�UP�IBWF�
SFTVMUFE� GSPN� BO� VOTVTUBJOBCMF� mTDBM� QPMJDZ� TUBODF� JO� UIF� SVO�VQ� UP� BOE� BGUFS� UIF� DPVOUSZ�T�
EFNPDSBUJ[BUJPO�JO�������0O�UIF�PUIFS�IBOE�JU�FYQPTFE�TZTUFNJD�mOBODJBM�NBOBHFNFOU�MBQTFT�JO�
UIF� HPWFSONFOU� TFDUPS�� 'BJMVSF� UP� DPSSFDU� UIFTF� MBQTFT� UISPVHI� DPNQSFIFOTJWF� mOBODJBM�
NBOBHFNFOU�SFGPSNT�IBT�NBEF�BSSFBST�B�SPVUJOF�PVUDPNF�PG�CVEHFU�FYFDVUJPO�GPS�UIF�QBTU����
odd years.  
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"TTFTTJOH� UIF� HSPXUI� PG� EPNFTUJD� BSSFBST� ZFBS�UP�ZFBS� JT� IJOEFSFE� CZ� B� GBJMVSF� PG� UIF� QVCMJD�
BDDPVOUT�TZTUFN�UP�TZTUFNBUJDBMMZ�BOE�DPOTJTUFOUMZ�USBDL�BOE�SFQPSU�PO�UIF�TUPDL�PG�BSSFBST�BU�UIF�
FOE�PG�FBDI�mOBODJBM�ZFBS��5IJT�QSPCMFN�JT�PWFSDPNF�JO�UIJT�QBQFS�CZ�SFMZJOH�PO�PUIFS�BWBJMBCMF�
JOGPSNBUJPO� UIBU� HJWFT� B� TFOTF� PG� UIF� NBHOJUVEF� BOE� SBUF� PG� BDDVNVMBUJPO� PG� BSSFBST�� 5IJT�
JOGPSNBUJPO�JODMVEFT�EBUB�PO�UIF�OFU�DIBOHF�JO�UIF�TUPDL�PG�BSSFBST�SFQPSUFE�GPS�����������BOE�
FYUSBQPMBUFE�GPS�����������	'JHVSF��
�BOE�BSSFBST�QBZNFOUT�JOGPSNBUJPO�GPS�FBDI�mOBODJBM�ZFBS�
GSPN�����������	'JHVSF��
��4UPDL�EBUB�BWBJMBCMF�GPS�TPNF�ZFBST�DPNQMFNFOU�UIF�BOBMZTJT��"SSFBST�
QBZNFOUT�BT�B�SBUJP�PG�UPUBM�HPWFSONFOU�FYQFOEJUVSF�BOE�PG�(%1�GSPN�����������JT�BMTP�VTFE�UP�
HJWF�B�TFOTF�PG�IPX�UIF�mTDBM�BOE�FDPOPNJD�CVSEFO�PG�BSSFBST�IBT�FWPMWFE�	'JHVSF��
�

4.1 Trends in Arrears Accumulation and Expenditure

4.0 Trends in Arrears, Causes and Management

6RXUFH��,0)��0LQLVWU\�RI�)LQDQFH��$XWKRU·V�FDOFXODWLRQV



5IF�JOGPSNBUJPO�JO�'JHVSF���PO�UIF�OFU�DIBOHF�JO�UIF�TUPDL�PG�BSSFBST�TIPXT�B�DPOUJOVPVT�CVJME�VQ�
GSPN������UP�������1SJPS�UP�UIJT�UIFSF�XFSF�[FSP�BEEJUJPOT�UP�BSSFBST�JO������BOE�������*O������
UIFSF�XBT� B� OFU� JODSFBTF� JO� BSSFBST� PG�()����NJMMJPO� 	���� QFSDFOU� PG�(%1
� GPMMPXFE� CZ� OFU�
JODSFBTFT�PG�()����NJMMJPO�	����QFSDFOU�PG�(%1
�JO������()����NJMMJPO�	����QFSDFOU�PG�(%1
�JO�
�����BOE�()����NJMMJPO�	����QFSDFOU�PG�(%1
�JO�������$VNVMBUJWFMZ�UIF�OFU�JODSFBTF�JO�BSSFBST�
XBT�()�����NJMMJPO�GSPN�����������FRVJWBMFOU�UP�BO�BOOVBM�HSPXUI�SBUF�PG�����QFSDFOU�PG�(%1��
'SPN�����������UIFSF�XFSF�OFU�SFEVDUJPOT�JO�BSSFBST�CZ�()����NJMMJPO�JO������()����NJMMJPO�
JO������BOE�()�����NJMMJPO�JO�������*O�����������IPXFWFS�UIF�TJUVBUJPO�XPSTFOFE�NBSLFEMZ�
GPMMPXJOH�B�UFSNT�PG�USBEF�TIPDL�BOE�mTDBM�EFUFSJPSBUJPO�XJUI�BO�FTUJNBUFE�OFU�JODSFBTF�JO�BSSFBST�
PG�()�����NJMMJPO�	����QFSDFOU�PG�(%1
� JO������BOE�()�����NJMMJPO�	����QFSDFOU�PG�(%1
� JO�
������"�TVCTFRVFOU�BVEJU�FTUBCMJTIFE�UIF�TUPDL�PG�EPNFTUJD�BSSFBST�BU� UIF�FOE�PG������ UP�CF�
()�����NJMMJPO�FRVBM�UP�����QFSDFOU�PG�(%1��

'JHVSF���XIJDI�TIPXT�BSSFBST�FYQFOEJUVSF�GSPN�����������IFMQT�UP�JMMVTUSBUF�UIF�TJHOJmDBODF�PG�
UIF�BSSFBST�QSPCMFN�BGUFS������JO�UIF�BCTFODF�PG�TUPDL�PS�DIBOHFT�JO�TUPDL�mHVSFT��"SSFBST�DMFBS-
BODF� XBT� ()�����NJMMJPO� 	���� QFSDFOU� PG� (%1
� JO� ����� JODSFBTFE� UP� ()�����NJMMJPO� 	����
QFSDFOU�PG�(%1
�JO������GFMM�UP�()�����NJMMJPO�	����QFSDFOU�PG�(%1
�JO������BOE�UP�()27.1 

NJMMJPO�	����QFSDFOU�PG�(%1
�JO�������*O������JU�SPTF�TIBSQMZ�UP�()111.4 million, then decreased 

UP�()�����NJMMJPO� JO�������'SPN������ JU�BTTVNFE�BO�VQXBSE�USFOE�XJUI�B�QBSUJDVMBSMZ�TUFFQ�
KVNQ� JO������ UP�()������NJMMJPO��5IJT� MBSHF�QBZNFOU� GPMMPXFE�BO�FWBMVBUJPO�FYFSDJTF�XIJDI�
GPVOE�()����CJMMJPO�	����QFSDFOU�PG�(%1
�PG�BSSFBST�PVUTUBOEJOH�BU�UIF�FOE�PG������

5P� SFEVDF� UIF� JNQBDU� PG� UIFTF� BSSFBST� PO� UIF� FDPOPNZ� UIF� HPWFSONFOU� BEPQUFE� BO� BSSFBST�����
NBOBHFNFOU�TUSBUFHZ�JO�������.PSF�BSSFBST�XFSF�DMFBSFE�JO������	()551.2 million) and 2011 

	()����CJMMJPO
��5IJT�DPNQSJTFE�TFUUMFNFOU�PG�CPUI�QSF������BSSFBST�BOE�OFX�BSSFBST�BDDVNVMBU-
FE�CFUXFFO������BOE�������'PS������UIF�SFQPSUFE�FYQFOEJUVSF�PO�BSSFBST�JO�UIF�HPWFSONFOU�T�
mTDBM�BDDPVOUT�XBT�UXJDF�UIF�DMFBSBODF�JO������BU�()����CJMMJPO�	����QFSDFOU�PG�(%1
�XIJDI�
XBT�CMBNFE�MBSHFMZ�PO�IJHIFS�QBZNFOU�PG�XBHF�BSSFBST�BSJTJOH�GSPN�UIF�JNQMFNFOUBUJPO�PG�UIF�
OFX�4JOHMF�4QJOF�1BZ�1PMJDZ������
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"MUIPVHI�BSSFBST�FYQFOEJUVSF�GFMM�BGUFS������JU�SFNBJOFE�BU�B�IJHI�MFWFM�XJUI�()2.2 billion and 

()����CJMMJPO�QBJE�JO������BOE������SFTQFDUJWFMZ��"DDPSEJOH�UP�UIF�HPWFSONFOU�BOE�UIF�*.'�
UIFSF�XBT�TUJMM�BO�PVUTUBOEJOH�TUPDL�PG�BSSFBST�PG�()����CJMMJPO�BU� UIF�FOE�PG������	*.'�"QSJM�
����
��*O������SFQPSUFE�BSSFBST�DMFBSBODF�XBT�()2.7 billion (Figure 2). 
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Source: Ministry of Finance data

'JHVSF���TIPXT�UIBU�BSSFBST�QBZNFOU�XBT�JOJUJBMMZ�MBSHF�SFMBUJWF�UP�UPUBM�HPWFSONFOU�FYQFOEJUVSF�
	���� QFSDFOU
� BOE� (%1� 	���� QFSDFOU
� JO� ������ 4VCTFRVFOUMZ� JU� EFDMJOFE� UP� MPXFS� SBUJPT� PWFS�
����������EFTQJUF�BO�PVU�PG�USFOE�JODSFBTF�JO�������'SPN������BSSFBST�QBZNFOUT�BTTVNFE�B�
NPVOUJOH�QSPQPSUJPO�PG�UPUBM�HPWFSONFOU�TQFOEJOH�SFBDIJOH�B�QFBL�PG������QFSDFOU�PG�FYQFOEJ-
UVSF� JO� ������ *O� SFMBUJPO� UP� UIF� TJ[F� PG� UIF� FDPOPNZ� BSSFBST� DMFBSBODF�XIJDI�XBT� VOEFS� ����
QFSDFOU�PG�(%1�CFUXFFO������BOE������DMJNCFE� SBQJEMZ�BGUFS������FWFOUVBMMZ� SFBDIJOH� UIF�
IJHIFTU�SFDPSEFE�MFWFM�PG�����QFSDFOU�PG�(%1�JO�������"MUIPVHI�CPUI�UIF�SBUJPT�UP�FYQFOEJUVSF�BOE�
(%1�GFMM�JO�����������UIF�MFWFMT�XFSF�TUJMM�NVDI�IJHIFS�UIBO�UIF�QSF������QFSJPE�

#FGPSF�HPJOH�BIFBE�UP�EJTDVTT�UIF�VOEFSMZJOH�DBVTFT�PG�UIFTF�BSSFBST�JU�JT�OFDFTTBSZ�UP�RVBMJGZ�
TPNF�PG�UIF�EBUB�QSFTFOUFE�JO�'JHVSF����5IJT�RVBMJmDBUJPO�DPODFSOT�DFSUBJO�TQFDJBM�GBDUPST�UIBU�
QBSUMZ�FYQMBJO�UIF�TVSHF�JO�BSSFBST�QBZNFOUT�BGUFS�������5IF�mSTU�JT�UIBU�UIF�QSPDFTTFT�GPS�SFDPSE-

JOH�BOE�NPOJUPSJOH�BSSFBST�XFSF�TUSFOHUIFOFE�GSPN������XIJDI�CSPVHIU�UP�UIF�GPSF�MBSHF�BSSFBST�
UIBU� IBE� CFFO� BDDVNVMBUFE� VQ� UP� UIF� FOE� PG� ������ 5IF� DPOTJEFSBCMF� BSSFBST� DMFBSBODF� JO�
����������XIJDI�XBT�B�TIBSQ�EFQBSUVSF�GSPN�QSFWJPVT�MFWFMT�UIFSFGPSF�SFnFDUFE�UIF�TJHOJmDBOU�
TUPDL�PVUTUBOEJOH� JO�������4FDPOE� UIFSF�XBT�B�DIBOHF�JO�UIF�DPWFSBHF�PG�BSSFBST� JO������UP�
JODMVEF�40&�MJBCJMJUJFT�BOE�BMTP�B�DIBOHF�JO�XBHF�QPMJDZ�XIJDI�DBVTFE�UIF�HPWFSONFOU�UP�BDDSVF�
TVCTUBOUJBM�XBHF�BSSFBST��5IJT�QBSUMZ�BDDPVOUFE�GPS�UIF�GVSUIFS�TUFFQ�SJTF�JO�BSSFBST�FYQFOEJUVSF�
GSPN������POXBSE�



*O�'JHVSF��� UIF�EBUB� JO�'JHVSF��� JT�DPSSFDUFE� GPS� UIFTF� GBDUPST�CZ�FYDMVEJOH�BSSFBST�QBZNFOUT�
SFMBUFE�UP�40&T�BOE�UIF�OFX�XBHF�QPMJDZ�GSPN�UIF�QPTU������mHVSFT���5IF�SFTVMUJOH�mHVSFT�BSF�
FWJEFOUMZ�MPXFS�UIBO�UIPTF�JO�'JHVSF���TIPXJOH�UIF�SFBTPOBCMZ�TUSPOH�DPOUSJCVUJPO�PG�UIF�DIBOHF�
JO� BSSFBST� DPWFSBHF�BOE� UIF�OFX�XBHF�QPMJDZ� UP� PWFSBMM� BSSFBST�FYQFOEJUVSF� JO� UIF�QPTU������
QFSJPE��/FWFSUIFMFTT�'JHVSF���TUJMM�SFWFBMT�B�TUFFQ�SJTF�JO�BSSFBST�FYQFOEJUVSF�BGUFS������XIJDI�JT�
JOEJDBUJWF�PG�JODSFBTFE�BSSFBST�BDDVNVMBUJPO�JO�UIF�QFSJPE�
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6RXUFH��0LQLVWU\�RI�)LQDQFH�GDWD�����������ILJXUHV�H[FOXGH�62(�UHODWHG�DUUHDUV�DQG�ZDJH�DUUHDUV��
EXW�����������H[FOXGH�ZDJH�DUUHDUV�RQO\�GXH�WR�XQDYDLODELOLW\�RI�62(�GDWD�IRU�WKH�SHULRG�

9

5IF� DBVTFT� PG� FYQFOEJUVSF� BSSFBST� JO� (IBOB� DBO� CF� TVNNBSJ[FE� JOUP� GPVS� GVOEBNFOUBM�
XFBLOFTTFT�JO�UIF�QVCMJD�mOBODJBM�NBOBHFNFOU�TZTUFN��5IFTF�BSF�XFBL�CVEHFU�QMBOOJOH�BOE�
QSFQBSBUJPO��QPPS�CVEHFU�FYFDVUJPO��CVEHFUBSZ�JOEJTDJQMJOF��BOE�QPMJUJDBM�JOUFSGFSFODF�XJUI�BHSFFE�
mTDBM�BOE�mOBODJBM�NBOBHFNFOU�QPMJDJFT�

  

#VEHFU�QMBOOJOH�BOE�QSFQBSBUJPO�JT�WFSZ�XFBL�JO�NBOZ�SFTQFDUT���5IF�DPNNPO�QSPCMFNT�JODMVEF�
UIF�GPMMPXJOH�

Lack of realism of the budget:�#VEHFU�TUBUFNFOUT�JO�(IBOB�BSF�QSPOF�UP�PWFSFTUJNBUF�SFWFOVF�
BOE�VOEFSFTUJNBUF�FYQFOEJUVSF����5IJT�DPNFT�BCPVU�UISPVHI�XFBLOFTTFT�BOE�VODFSUBJOUJFT�BU�
UIF� QSFQBSBUJPO� TUBHF� PG� UIF� CVEHFU� QSPDFTT�� 'JSTU� B� XFBL� VOEFSMZJOH� NBDSPFDPOPNJD�
GSBNFXPSL�BOE�MFTT�UIBO�SPCVTU�FDPOPNJD�BTTVNQUJPOT�UFOE�UP�VOEFSNJOF�UIF�DSFEJCJMJUZ�PG�
mTDBM� FTUJNBUFT�� 4FDPOE� UIF� CVEHFU�T� SFMJBODF� PO� FYUFSOBM� HSBOUT� BOE� OBUVSBM� SFTPVSDF�
SFWFOVFT�FYQPTFT�JU�UP�UIF�WBHBSJFT�PG�UIFTF�SFWFOVF�TPVSDFT���

4.2 Causes of the Expenditure Arrears

10

    For 2013-2015, only wage arrears have been excluded since information on the SOE component of arrears payments was not available.

    The discussion of the budget’s weaknesses in this section benefitted from work done by Kusi (2012).

    Kwakye and Owoo (2014) found in a review of budget outcomes over the 10-year period from 2004-2013 that actual revenue 

  undershot  estimated revenue half of the time, while budgeted expenditure was exceeded in all but three years.

9

10

11

11
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5IF�SFTVMU�JT�UIBU�UIF�BDUVBM�nPX�PG�SFTPVSDFT�JT�UJNF�BOE�BHBJO�JOTVGmDJFOU�UP�TBUJTGZ�QMBOOFE�
FYQFOEJUVSFT��(JWFO�UIJT�GVOEBNFOUBM�NJTNBUDI�FWFO�JG�TQFOEJOH�VOJUT�MJNJU�UIF�DPNNJUNFOUT�
UIFZ�JODVS�UP�UIFJS�CVEHFU�BQQSPQSJBUJPOT�UIFZ�BSF�OPU�MJLFMZ�UP�SFDFJWF�BEFRVBUF�GVOET�UP�QBZ�
GPS� UIFN� DBVTJOH� BSSFBST� UP� CF� BDDVNVMBUFE�� 0O� UIF� FYQFOEJUVSF� TJEF� TPNF� DPNNPO�
occurrences accentuate the unrealistic nature of the budget. These are underfunding of 

.%"T�� CVEHFU� SFRVFTUT� JOBEFRVBUF� QSPWJTJPO� GPS� QSJPS�ZFBS� DPNNJUNFOUT� BOE� DPOUJOHFOU�
MJBCJMJUJFT�BOE�VOEFS�QSPWJTJPOJOH�GPS�XBHFT�BOE�TBMBSJFT�FYQFOEJUVSF��5IF�NBJO�SFBTPO�GPS�UIF�
MBUUFS�JT�UIBU�QVCMJD�TFDUPS�XBHF�OFHPUJBUJPOT�JOWBSJBCMZ�UBLF�QMBDF�BGUFS�UIF�CVEHFU�IBT�CFFO�
QSFQBSFE�BOE�WFSZ�PGUFO� UIF�BHSFFE�XBHF� JODSFBTF�FYDFFET� UIF�BTTVNQUJPO�NBEF� JO� UIF�
CVEHFU��5IFTF�CVEHFUJOH�QSBDUJDFT�JODSFBTF�UIF�MJLFMJIPPE�PG�FYQFOEJUVSF�PWFSSVOT�BOE�UIF�
CVJME�VQ�PG�VOGVOEFE�DPNNJUNFOUT�UIBU�FWFOUVBMMZ�CFDPNF�BSSFBST�

Information gaps and reporting lags:� *OGPSNBUJPO� PO� DPNNJUNFOUT� WFSJmFE� PCMJHBUJPOT�
QBZNFOU�PSEFST�JTTVFE�BT�XFMM�BT�EJTDIBSHFE�QBZNFOUT�JT�PGUFO�OPU�UJNFPVTMZ�HFOFSBUFE�PS�
DPNQSFIFOTJWF�� 5IF� VTF� PG� iFBSMZ� XBSOJOH� SFQPSUTw� PO� UIF� FYQFOEJUVSF� TJEF� EFUBJMJOH�
DPNNJUNFOUT�WFSTVT�DBTI�QBZNFOUT�BOE�JOEJDBUJOH�QPUFOUJBM�BSSFBST�JT�BMTP�TQBSTF��

Poor medium-term planning: "MUIPVHI�TJODF������UIF�CVEHFU�IBT�CFFO�QSFTFOUFE�XJUIJO�B�
NFEJVN�UFSN�GSBNFXPSL�TQBOOJOH�UISFF�ZFBST�UIF�QSPKFDUJPOT�FTQFDJBMMZ�GPS�UIF�PVUFS�ZFBST�
BSF� PGUFO� VOSFMJBCMF�� *U� BQQFBST� HJWFO� UIF� SFDVSSFODF� PG� XJEF� EFWJBUJPOT� GSPN� QMBOOFE�
FTUJNBUFT� UIBU� OP� SFBMJTUJD� DPTUJOH� PG� QPMJDJFT� QSPKFDUT� BOE� QSPHSBNT� XJUI� mOBODJBM�
JNQMJDBUJPOT� CFZPOE� UIF� DVSSFOU� CVEHFU� ZFBS� JT� VOEFSUBLFO�� 4VDI� B� GBJMVSF� FYQPTFT� UIF�
HPWFSONFOU� UP� QPUFOUJBM� GVUVSF� MJBCJMJUJFT� UIBU� IBWF� OPU� CFFO� GBDUPSFE� JOUP� NFEJVN�UFSN�
QSPKFDUJPOT��

-JNJUFE�nFYJCJMJUZ�PG�UIF�CVEHFU� 5IF�CVEHFU�T�nFYJCJMJUZ�UIF�BCJMJUZ�PG�UIF�HPWFSONFOU�UP�FYFSU�
DPOUSPM�PWFS�FYQFOEJUVSF�BMMPDBUJPOT�BOE� SFWJFX�TQFOEJOH�EFDJTJPOT� UP�EFBM�XJUI�FNFSHJOH�
mTDBM�DIBMMFOHFT�BOE�SJTLT�JT�TFWFSFMZ�MJNJUFE�CZ�UIF�FYDFTTJWF�VTF�PG�SFWFOVF�FBSNBSLJOH�UP�
QSF�EFUFSNJOF� FYQFOEJUVSF�� 5IJT� BHHSBWBUFT� UIF� TJUVBUJPO� XIFSF� XBHFT� BOE� JOUFSFTU�
FYQFOEJUVSF�BSF�BMSFBEZ�USFBUFE�BT�RVBTJ�TUBUVUPSZ�FYQFOEJUVSFT�UIBU�DBOOPU�CF�FBTJMZ�DVU�PS�
EFGFSSFE� XJUIPVU� UIF� HPWFSONFOU� SJTLJOH� TFSJPVT� TPDJP�QPMJUJDBM� BOE� MFHBM� SFQFSDVTTJPOT��
"SSFBST�JODMVEJOH�UP�UIF�FBSNBSLFE�GVOET�UIFNTFMWFT�IBWF�UIFSFGPSF�CFFO�VTFE�GSFRVFOUMZ�UP�
NJUJHBUF�UIF�CVEHFU�T�JOnFYJCJMJUZ�

Weak commitment control and monitoring: 5IF� TFDPOE� TUBHF� PG� UIF� FYQFOEJUVSF� QSPDFTT�
GPMMPXJOH�BVUIPSJTBUJPO�CZ�QBSMJBNFOU�JT�UIF�MFWFM�PG�JODVSSJOH�DPNNJUNFOUT��5IJT�JT�UIF�QPJOU�
XIFSF�B�DPOUSBDU�JT�BXBSEFE�PS�BO�PSEFS�JT�QMBDFE�GPS�TVQQMJFT�UP�CF�EFMJWFSFE��"�DPNNJUNFOU�
JT�BMTP�JODVSSFE�XIFO�UIFSF�JT�OFX�FNQMPZNFOU�JOUP�UIF�QVCMJD�TFDUPS��*EFBMMZ�UIF�DPNNJUNFOUT�
FOUFSFE�JOUP�CZ�B�TQFOEJOH�VOJU�PS�.%"�TIPVME�CF�UJFE�UP�UIF�FYQFOEJUVSF�DFJMJOH�PG�UIBU�.%"�
PS� JUT�BWBJMBCMF�DBTI� SFTPVSDFT��'VSUIFSNPSF� UIF�DPNNJUNFOU�TIPVME�POMZ�CF� JO� SFTQFDU�PG�
FYQFOEJUVSF�DBUFSFE�GPS�JO�UIF�CVEHFU��5IF�SFBMJUZ�IPXFWFS�JT�UIBU�UIF�DPOUSPM�PG�DPNNJUNFOUT�
JT�XFBL�BOE�NBEF�XPSTF�CZ� UIF�VOQSFEJDUBCJMJUZ�PG�CVEHFU�SFMFBTFT��"T�TVDI�NBOZ�.%"T�
UFOE�UP�JODVS�PCMJHBUJPOT�GBS�JO�FYDFTT�PG�UIFJS�FYQFOEJUVSF�DFJMJOHT�PS�DBTI�CBMBODFT�PS�FWFO�
UIFJS�CVEHFU�BQQSPQSJBUJPOT��5IF�JOBCJMJUZ�UP�EJTDIBSHF�UIFTF�DPNNJUNFOUT�XIFO�UIFZ�NBUVSF�
causes arrears to be created. 

������1PPS�#VEHFU�&YFDVUJPO
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This has led sometimes to arrears being created on the blind side of the Ministry of Finance. 

0GUFOUJNFT�XJUIPVU�B�DPNQSFIFOTJWF�DPNQJMBUJPO�PS�BVEJU�JU�JT�EJGmDVMU�UP�QVU�B�mOHFS�PO�UIF�
BDUVBM�TJ[F�PG�BSSFBST��

Poor cash management: "SSFBST�IBWF�TPNFUJNFT�CFFO�BDDVNVMBUFE�CFDBVTF�PG�QPPS�DBTI�
NBOBHFNFOU��&GGFDUJWF�DBTI�NBOBHFNFOU�SFRVJSFT�BNPOH�PUIFST�SFMJBCMF�DBTI�GPSFDBTUJOH�
BOE� UIF� UJNFMZ� SFDPODJMJBUJPO� PG� CBOL� TUBUFNFOUT�XJUI� CVEHFU� BDDPVOUT� UP� EFUFSNJOF� DBTI�
FYQFOEJUVSFT�NBEF�BOE�UIF�BWBJMBCJMJUZ�PG�VOFODVNCFSFE�CBMBODFT��8FBL�DBTI�GPSFDBTUJOH�PS�
B�GV[[Z�HSBTQ�PG�UIF�DBTI�QPTJUJPO�PG�UIF�HPWFSONFOU�NBLFT�JU�EJGmDVMU�UP�DPOUBJO�DPNNJUNFOUT�
XJUIJO�UIF�DPOTUSBJOUT�PG�BDUVBM�BWBJMBCMF�GVOET�

1BZNFOU�QSPDFTTJOH�EFMBZT� %FMBZT�JO�UIF�QSPDFTTJOH�PG�FYQFOEJUVSF�USBOTBDUJPOT�BSF�RVJUF�
DPNNPO� BNPOH� .%"T� JO� (IBOB�� 5IFTF� BSF� DBVTFE� CPUI� CZ� MJRVJEJUZ� DIBMMFOHFT� BOE�
BENJOJTUSBUJWF� JOFGmDJFODJFT�� 4PNFUJNFT� IPXFWFS� UIF� EFMBZ� JT� EFMJCFSBUFMZ� DPOUSJWFE� CZ�
PGmDJBMT�UP�GPSDF�B�GSVTUSBUFE�DSFEJUPS�UP�QBZ�BO�JOEVDFNFOU�UP�FYQFEJUF�UIF�QBZNFOU��-POH�
EFMBZT�TPNFUJNFT�FYDFFEJOH�B�XIPMF�ZFBS� JO�QSPDFTTJOH�OFX�FNQMPZFFT�POUP�UIF�QBZSPMM�
BMTP�DSFBUF�XBHF�BSSFBST�BT�XIFO�UIF�OFX�SFDSVJUT�BSF�FWFOUVBMMZ�BENJUUFE�POUP�UIF�QBZSPMM�
UIFJS�VOQBJE�TBMBSJFT�JOTUBOUBOFPVTMZ�CFDPNF�FYQFOEJUVSF�BSSFBST�

4.2.3 Budgetary Indiscipline

4.2.4 Political Interference 

Override of commitment controls: &WFO�XIFO�DPNNJUNFOU�DPOUSPMT�IBWF�CFFO� JOTUJUVUFE�PS�
TUSFOHUIFOFE�UIFZ�IBWF�CFFO�PWFSSJEEFO�PO�NBOZ�PDDBTJPOT�FTQFDJBMMZ�XIFO�EFNBOEFE�PS�
TBODUJPOFE� CZ� BO� PGmDJBM� XJUI� QPMJUJDBM� BVUIPSJUZ�� 0WFSSJEF� PG� DPOUSPMT� IBT� CFFO� UIF� OPSN�
UZQJDBMMZ�JO�FMFDUJPO�ZFBST�XIFO�TQFOEJOH�QSFTTVSFT�BSF�SBNQFE�VQ�MFBEJOH�UP�FYQFOEJUVSF�
PWFSSVOT�BOE�BSSFBST��*O�CPUI������BOE������DPNNJUNFOU�DPOUSPMT�CSPLF�EPXO�DBVTJOH�UIF�
SBDLJOH�VQ�PG�TVCTUBOUJBM�BSSFBST�JO�BEEJUJPO�UP�DBTI�FYQFOEJUVSF�PWFSSVOT�

Lack of sanctions:�.BOZ�PG�UIF�BSSFBST�JODVSSFE�JO�UIF�QBTU�XFSF�DBVTFE�CZ�nBHSBOU�JOGSBDUJPOT�
PG�UIF�mOBODJBM�MBXT�BOE�SFHVMBUJPOT�PG�UIF�QVCMJD�TFDUPS��4PNF�PG�UIF�DPOUSBDUT�UIBU�FWFOUVBMMZ�
QSPEVDFE�MJBCJMJUJFT�GPS�UIF�HPWFSONFOU�XFSF�BXBSEFE�XJUIPVU�QSPQFS�BVUIPSJTBUJPO�PS�XJUIPVU�
CFJOH� TVCKFDUFE� UP� B� DPNQFUJUJWF� UFOEFSJOH� QSPDFTT� BT� JT� NBOEBUFE� CZ� UIF� 1VCMJD�
1SPDVSFNFOU� "DU� 	(PWFSONFOU� PG� (IBOB� #VEHFU� ����
�� #VU� IBSEMZ� XFSF� BOZ� TBODUJPOT�
BQQMJFE�UP�UIF�SFTQPOTJCMF�PGmDJBMT��4VDI�JNQVOJUZ�IBT�QSFWBJMFE�QBSUMZ�CFDBVTF�UIF�QVCMJD�
mOBODF�MFHJTMBUJPOT�IBWF�GPS�MPOH�MBDLFE�TUSPOH�BOE�FGGFDUJWF�TBODUJPOT�GPS�PGGFODFT��0O�UIF�
DPOUSBSZ� TBODUJPOT� TVDI� BT� EJTNJTTBM� PS� KBJM� UFSNT� GPS� QVCMJD� PGmDJBMT� UIBU� FOHBHF� JO�
VOBVUIPSJ[FE�TQFOEJOH�BSF�OPU�VODPNNPO�JO�PUIFS�DPVOUSJFT��

1PMJUJDJBOT�IBWF�IJTUPSJDBMMZ�EJTQMBZFE�B� MBDL�PG� DPNNJUNFOU� UP� BHSFFE� mTDBM� BOE� mOBODJBM�
NBOBHFNFOU� QPMJDJFT� CZ� DJSDVNWFOUJOH� CVEHFUBSZ� DVSCT� BOE� FYQFOEJUVSF� DPOUSPMT� UP�
BEWBODF�UIFJS�QPMJUJDBM�JOUFSFTUT��*U�JT�OP�DPJODJEFODF�UIBU�UIF�CVEHFU�EFmDJU�BOE�BSSFBST�UFOE�
UP� JODSFBTF� TIBSQMZ� UPHFUIFS� EVSJOH� FMFDUJPO� ZFBST�� 8IFO� GBDFE� XJUI� mOBODJBM� DPOTUSBJOUT�
WJT�Ë�WJT� QSFTTVSF� UP� TQFOE� SFTPVSDFT� UP� DVSSZ� GBWPVS� XJUI� WPUFST� BIFBE� PG� FMFDUJPOT�
JODVNCFOU�QPMJUJDJBOT�JOWBSJBCMZ�VTF�BSSFBST�BT�B�mOBODJOH�TUSBUFHZ�UP�CPPTU�UIF�TQFOEJOH�PG�
HPWFSONFOU�UP�GVSUIFS�UIFJS�QPMJUJDBM�FOET��
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"�DPNNPO�NBOJGFTUBUJPO�PG�QPMJUJDBM� JOUFSGFSFODF� JT� UIF� SFDVSSFODF�PG�VOCVEHFUFE�TVCTJEZ�
MJBCJMJUJFT� UP� 40&T�� *O� ����� ����� BOE� ����� VOCVEHFUFE� BOE� VOGVOEFE� FOFSHZ� TVCTJEJFT�
PDDVSSFE�CFDBVTF�PG�UIF�GBJMVSF�PG�UIF�HPWFSONFOU�UP�BMMPX�UIF�QSJDFT�PG�GVFM�BOE�VUJMJUJFT�UP�SJTF�
JO�MJOF�XJUI�NBSLFU�DPOEJUJPOT��5IJT�SFTVMUFE�JO�IVHF�HPWFSONFOU�BSSFBST�UP�40&T�JO�UIF�FOFSHZ�
TFDUPS�XIJDI�JO�UVSO�BDDVNVMBUFE�MJBCJMJUJFT�UP�CBOLT�BOE�USBEF�DSFEJUPST��*O�NPTU�DBTFT�UIF�
mOBODJBM�TZTUFN�XBT�BMNPTU�CSPVHIU�UP�JUT�LOFFT�CZ�UIF�40&�MJBCJMJUJFT�XIJDI�MPDLFE�VQ�CBOLT��
DBQJUBM� JODSFBTFE� UIF� MFWFM� PG� OPO�QFSGPSNJOH� MPBOT� BNPOH� CBOLT� BOE� DBVTFE� B� DSFEJU�
crunch in the economy. 

"�TBE�DPOTFRVFODF�PG�JOUFSGFSFODF�JT�UIBU�QBTU�SFGPSNT�BSF�SPMMFE�CBDL�TVDI�BT�IBQQFOFE�JO�
������1SJPS� UP�UIF�mTDBM�EPXOTMJEF�XIJDI�CFHBO�UXP�ZFBST�FBSMJFS�BOE�DPOUJOVFE�VQ�UP�UIBU�
ZFBS� UIF� HPWFSONFOU� IBE� BDIJFWFE� OPUBCMF� TUSJEFT� JO� JOTUJUVUJOH� DPNNJUNFOU� DPOUSPMT� UP�
QSFWFOU� BSSFBST�� "�$PNNJUNFOU�$POUSPM� 4ZTUFN�0QFSBUJOH�.BOVBM� IBE� CFFO� QSPEVDFE� JO�
�����BOE�UIF�NBHOJUVEF�PG�BSSFBST�XBT�SFEVDFE�TVCTUBOUJBMMZ��#VU�UIF�DPOUSPMT�DBWFE�JO�UP�
QPMJUJDBM�TQFOEJOH�QSFTTVSF�JO������TFUUJOH�UIF�DPVOUSZ�CBDL�BHBJO�BGUFS�ZFBST�PG�QBJOGVM�mTDBM�
reforms.

5IF�EJTDVTTJPO� PG� BSSFBST�NBOBHFNFOU� JT� EJWJEFE� JOUP� GPVS�EJTUJODU� QFSJPET�� ����������XIFO�
EPNFTUJD� BSSFBST� TUBSUFE� UP� CVJME� VQ� BOE� TVCTUBOUJBMMZ� JODSFBTFE� BU� UIF� FOE� PG� UIF� EFDBEF��
����������XIFO�UIF�QSPCMFN�XBT�JOJUJBMMZ�CSPVHIU�VOEFS�DPOUSPM�VOEFS�B�OFX�BENJOJTUSBUJPO�CVU�
FTDBMBUFE�BT�mTDBM�NBOBHFNFOU�XFBLFOFE������������XIJDI�XBT�NBSLFE�CZ�UIF�MJRVJEBUJPO�PG�
IVHF�MFHBDZ�BSSFBST�BOE�UIF�FNFSHFODF�PG�DPOTJEFSBCMF�XBHF�BSSFBST�BGUFS�B�OFX�QVCMJD�TFDUPS�
QBZ�QPMJDZ�XBT�JNQMFNFOUFE��BOE���������XIJDI�IBT�TFFO�DPOUJOVFE�MBSHF�BDDVNVMBUJPO�BOE�
DMFBSBODF�PG�BSSFBST�BNJE�DPOEJUJPOT�PG�TJHOJmDBOU�mTDBM�BOE�FDPOPNJD�EFUFSJPSBUJPO�

4.3 The Management of Arrears

5PXBSET�UIF�FOE�PG�UIF�����T�UIF�HPWFSONFOU�TUBSUFE�UP�NBLF�B�CJH�QVTI�JO�UIF�BSFB�PG�FDPOPNJD�
JOGSBTUSVDUVSF�EFWFMPQNFOU�UP�TIPSF�VQ�UIF�DPVOUSZ�T�HSPXUI�QSPTQFDUT� JO�B�QFSJPE�PG�TUSVDUVSBM�
BEKVTUNFOU�� 5IJT� QVTI� DPOUJOVFE� JO� UIF� ����T� BOE� XBT� SFnFDUFE� JO� BO� FJHIU�GPME� KVNQ� JO�
CVEHFUBSZ�DBQJUBM�FYQFOEJUVSF�JO�UIF�mSTU�IBMG�PG�UIF�EFDBEF�PVUTUSJQQJOH�UIF�TFWFO�GPME�JODSFBTF�
JO�UPUBM�HPWFSONFOU�FYQFOEJUVSF��"T�B�TIBSF�PG�(%1�DBQJUBM�FYQFOEJUVSF�TPBSFE�GSPN�����QFSDFOU�
JO� ����� UP� ����� QFSDFOU� JO� ������ 3PBE� DPOTUSVDUJPO� SFIBCJMJUBUJPO� BOE�NBJOUFOBODF� XBT� UIF�
CJHHFTU�CFOFmDJBSZ�PG�UIJT�TQFOEJOH�JO�MJOF�XJUI�UIF�HPWFSONFOU�T�WJTJPO�PG�SBEJDBMMZ�USBOTGPSNJOH�
UIF�HFOFSBMMZ�CBE�SPBE�OFUXPSL�UP�FOIBODF�UIF�NPCJMJUZ�PG�QFPQMF�BOE�HPPET�SFEVDF�USBOTQPSU�
DPTUT�BOE�CPPTU�QSPEVDUJWJUZ��*O�UIF�FWFOU�MPUT�PG�DPOUSBDUT�GPS�SPBE�EFWFMPQNFOU�XFSF�BXBSEFE�
TPNFUJNFT� JOEJTDSJNJOBUFMZ� BOE� XJUIPVU� SFHBSE� GPS� UIF� MJNJUT� TFU� CZ� UIF� CVEHFU�� 8IFO� UIF�
payments came due, some had to be deferred, resulting in arrears. In certain instances, too, costs 

FTDBMBUFE�FJUIFS�UISPVHI�VOBVUIPSJTFE�WBSJBUJPO�PS�FYUFOTJPO�PG�UIF�DPOUSBDU�PS�EVF�UP�JOnBUJPO�BOE�
currency depreciation. This meant the full obligations to the contractors could not be met from the 

CVEHFUFE�GVOET�DBVTJOH�BSSFBST�UP�CF�BDDVNVMBUFE��4JODF�NBOZ�SPBE�QSPKFDUT�XFSF�CBDLFE�CZ�
foreign grants and loans, the periodic shortfalls in disbursements of these funds by donors and 

MFOEJOH�JOTUJUVUJPOT�BMTP�UFOEFE�UP�BHHSBWBUF�UIF�BSSFBST�CVJME�VQ�

5IF�HPWFSONFOU�T�CVEHFU� TUBUFNFOUT� GSPN����������� SFDPHOJ[FE� UIF�FYJTUFODF�PG� UIFTF� SPBE�
BSSFBST�XJUI�JOEJDBUJPOT�UIBU�UIFZ�XPVME�CF�TFUUMFE�UISPVHI�GVUVSF�CVEHFUBSZ�BQQSPQSJBUJPOT��

������.BOBHFNFOU�%VSJOH����������
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)PXFWFS�UIF�BNPVOUT�JOWPMWFE�XFSF�OPU�TUBUFE�OPS�XFSF�UIF�FYQFDUFE�QBZNFOUT�UP�CF�NBEF��
$IBOHFT�JO�UIF�TUPDL�PG�UIFTF�BSSFBST�XFSF�IPXFWFS�RVBOUJmFE�CZ�UIF�*.'�JO�SFQPSUT�PO�JUT�FDP-

OPNJD�QSPHSBN�XJUI�(IBOB�EVSJOH�UIF�����T��5IFTF�TIPXFE�B�DPOTJTUFOU�BOOVBM�OFU�JODSFBTF�JO�
BSSFBST�GSPN������SFBDIJOH�JUT�QFBL�JO������	*.'�����
��"DDPSEJOH�UP�UIF�*.'�EBUB�	4FF�5BCMF�
�
�UIF�DIBOHF�JO�BSSFBST�XBT�[FSP�JO������BOE������CVU�SPTF�UP�()2.1 million in 1992, repre-

TFOUJOH�����QFSDFOU�PG�UPUBM�HPWFSONFOU�FYQFOEJUVSF�BOE�����QFSDFOU�PG�(%1��*O������UIFSF�XBT�
B� OFU� JODSFBTF� PG�()����NJMMJPO� JO� BSSFBST� SFQSFTFOUJOH� ���� QFSDFOU� PG� FYQFOEJUVSF� BOE� ����
QFSDFOU�PG�(%1��*O������UIF�HSPXUI�XBT�()����NJMMJPO�SFQSFTFOUJOH�����QFSDFOU�PG�FYQFOEJUVSF�
BOE�����QFSDFOU�PG�(%1���5IFTF�OFU�JODSFBTFT�JNQMJFE�UIBU�OFX�MBSHFS�BSSFBST�XFSF�CFJOH�JODVSSFE�
	PS�EJTDPWFSFE
�FWFO�BT�TPNF�PVUTUBOEJOH�BNPVOUT�XFSF�TFUUMFE��

*O�UIF������CVEHFU�TUBUFNFOU�UIF�HPWFSONFOU�QBSUMZ�CMBNFE�JOBEFRVBUF�TVQFSWJTJPO�PG�DPOUSBDUT�
GPS�UIF�BSSFBST�JO�UIF�SPBE�TFDUPS��*O�UIF������CVEHFU�TUBUFNFOU�JU�DPODFEFE�UIBU�iUIF�FYQFOEJUVSF�
DPOUSPM�TZTUFN�TFFNT�UP�IBWF�CSPLFO�EPXO�BOE�B�OVNCFS�PG�DPNNJUNFOUT�IBWF�CFFO�FOUFSFE�
JOUP�XJUIPVU�EVF�SFHBSE�UP�UIF�mOBODJBM�SFHVMBUJPOT�w�*U�UIFO�QSPNJTFE�UP�UBDLMF�UIF�QSPCMFN�CZ�
JOUSPEVDJOH�UIF�&YQFOEJUVSF�5SBDLJOH�BOE�$POUSPM�4ZTUFN�	&953"$0/
�UP�SFDPSE�BOE�NPOJUPS�BMM�
DPNNJUNFOUT�CZ�.%"T�XJUI�UIF�WJFX�UP�DIFDLJOH�FYDFTTFT��*O������IPXFWFS� UIF�CVJME�VQ�PG�
SPBE�BSSFBST�XPSTFOFE�BT�UIFSF�XBT�B�OFU�JODSFBTF�JO�UIF�TUPDL�CZ�()����NJMMJPO�FRVBM�UP�����
QFSDFOU�PG�(%1�BOE�BMNPTU�GPVS�UJNFT�UIF�MFWFM�JO�������5IF�BEEJUJPOBM�BSSFBST�XIJDI�BNPVOUFE�
UP�NPSF� UIBO�B�RVBSUFS� PG� UIF������DBTI�CVEHFU�EFmDJU� DBNF�BCPVU�CFDBVTF� UIF�CVEHFUBSZ�
BMMPDBUJPO�GPS�SPBE�FYQFOEJUVSF�XBT�PWFSTQFOU�CZ�NPSF�UIBO�����QFSDFOU�PG�(%1�	*.'�����
��

*O������UIF�HPWFSONFOU�SFDPHOJ[FE�UIBU�UIF�HSPXUI�PG�SPBE�BSSFBST�XBT�XPSSZJOH�BOE�CVEHFUFE�
()����NJMMJPO�	����QFSDFOU�PG�UPUBM�FYQFOEJUVSF
�UP�QBZ�EPXO�UIF�BSSFBST��5IF�BDUVBM�FYQFOEJUVSF�
XBT�()����NJMMJPO�CVU�EVF�UP�UIF�BDDVNVMBUJPO�PG�OFX�BSSFBST�UIF�TUPDL�PG�BSSFBST�EFDMJOFE�CZ�
B�MPXFS�UIBO�BOUJDJQBUFE�BNPVOU�PG�()1.2 million at the end of 1996 (See Table 4). Some road 

DPOUSBDUT�XFSF�NFBOXIJMF�SFOFHPUJBUFE�UP�CSJOH�UIFN�XJUIJO�CVEHFUBSZ�MJNJUT�	*.'�����
��*O������
BOE������ UIFSF�XFSF�OFU� SFEVDUJPOT� JO� UIF�TUPDL�PG�BSSFBST�CZ�()����NJMMJPO�BOE�()10.4 

NJMMJPO�SFTQFDUJWFMZ��/FWFSUIFMFTT�BU�UIF�FOE�PG������SPBE�BSSFBST�QFSTJTUFE�EVF�UP�DPOUJOVJOH�
XFBL�FYQFOEJUVSF�DPOUSPM�FTQFDJBMMZ�BU�UIF�DPNNJUNFOU�TUBHF��5IF�TUPDL�PVUTUBOEJOH�BU�UIF�FOE�
PG�UIBU�ZFBS�XBT�QVU�BU�()�����NJMMJPO�FRVBM�UP�����QFSDFOU�PG�(%1�	*.'�����
��

6OEFS�UIF�HPWFSONFOU�T�����������FDPOPNJD�QSPHSBN�XJUI�UIF�*.'�JU�XBT�BHSFFE�UP�FMJNJOBUF�BMM�
PVUTUBOEJOH�SPBE�BSSFBST�CZ�FOE������BOE�UBLF�TUFQT�UP�QSFWFOU�OFX�BSSFBST�GSPN�CFJOH�BDDVNV-

MBUFE��"O�BVEJU�PG�SPBE�DPOUSBDUT�XBT�DPOEVDUFE�JO������BOE�JU�XBT�EFDJEFE�UP�UFSNJOBUF�TPNF�
PG�UIFN�BOE�TDBMF�CBDL�FYQFOEJUVSF�PO�PUIFST��4UFQT�UBLFO�UP�QSFWFOU�B�CVJME�VQ�PG�OFX�BSSFBST�
JODMVEFE�B�SFWJTJPO�PG�DPOUSBDU�BXBSEJOH�QSPDFEVSFT�UP�DPOGPSN�UP�8PSME�#BOL�

19

Table 3: The Net Flow of Arrears, 1990-95

Item

1HW�FKDQJH�LQ�VWRFN�RI�DUUHDUV��*+P�
o/w Road arrears

         Non-road arrears

1990 1991   1992   1993   1994  1995

0

0
0
0

0

0 2.1

2.10
0 0
0 3.1

0.7

1.6

1.6
0

1.4

0.4

0.9 8.1

8.1

0
3.6

1.0

0.9
0

0.6

0.20

4PVSDF��*.'�.JOJTUSZ�PG�'JOBODF�"VUIPS�T�DBMDVMBUJPOT�

1HW�FKDQJH�DV���RI�*RYHUQPHQW�([SHQGLWXUH

Net change as % of GDP
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QSPDVSFNFOU�HVJEFMJOFT�BOE�UIF�BEPQUJPO�PG�B�NFEJVN�UFSN�FYQFOEJUVSF� GSBNFXPSL�	.5&'
� UP�
FOBCMF�NVMUJ�ZFBS�CVEHFUJOH�GPS�NVMUJ�ZFBS�JOWFTUNFOU�QSPKFDUT�

%FTQJUF�UIFTF�NFBTVSFT�BOE�SPBE�BSSFBST�QBZNFOUT�PG�()�����NJMMJPO�JO������UIF�TUPDL�PG�SPBE�
BSSFBST�SPTF�UP�()�����NJMMJPO�	����QFSDFOU�PG�(%1
�BU�UIF�FOE�PG�UIF�ZFBS��5IF�JODSFBTF�PDDVSSFE�
CFDBVTF�PG�IJHI�JOUFSFTU�JODVSSFE�PO�UIF�PME�BSSFBST�BOE�B�UJNJE�DPNNJUNFOU�DPOUSPM�FGGPSU�XIJDI�
GBJMFE�UP�BWFSU�GVSUIFS�VOCVEHFUFE�SPBE�FYQFOEJUVSFT��5IF�HPWFSONFOU�BMTP�SFDPSEFE�PVUTUBOEJOH�
OPO�SPBE�MJBCJMJUJFT�PG�()�����NJMMJPO�	����QFSDFOU�PG�(%1
�JO������HJWJOH�BO�PWFSBMM�JEFOUJmFE�
BSSFBST�TUPDL�PG�()�����NJMMJPO�B�����QFSDFOU�KVNQ�PWFS�������5IF������OPO�SPBE�BSSFBST�XFSF�
B�TJHOJmDBOU�EFWFMPQNFOU�CFDBVTF�IJUIFSUP�UIF�FYQFOEJUVSF�BSSFBST�XIJDI�IBE�CFFO�SFQPSUFE�JO�
UIF�CVEHFU�TUBUFNFOUT�BOE�mTDBM�BDDPVOUT�DPNQSJTFE�PG�POMZ�SPBE�TFDUPS�PVUTUBOEJOH�QBZNFOUT��
5IF�FNFSHFODF�PG�OPO�SPBE�BSSFBST�UIVT�FWJODFE�B�QSPCMFN�UIBU�IBE�HPUUFO�PVU�PG�IBOE��

'SPN�����������UIF�mTDBM�TJUVBUJPO�DBNF�VOEFS�TUSFTT�GSPN�EFUFSJPSBUJOH�JOUFSOBUJPOBM�UFSNT�PG�
USBEF�DBVTFE�CZ�GBMMJOH�QSJDFT�PG�HPME�BOE�DPDPB�UIF�NBJOTUBZ�PG�HPWFSONFOU�SFWFOVF�BOE�B�
surge in the price of crude oil, the largest import commodity. The impact of the terms-of-trade 

TIPDL�XBT�NBHOJmFE�CZ�B�TIPSUGBMM�JO�mOBODJBM�BTTJTUBODF�GSPN�EPOPST�XIJMF�TQFOEJOH�QSFTTVSFT�
JOUFOTJmFE�BIFBE�PG�UIF�%FDFNCFS������FMFDUJPOT��5IFTF�FWFOUT�DBVTFE�UIF�mTDBM�EFmDJU�UP�XJEFO�
JO������BOE������SFHJTUFSJOH�����QFSDFOU�PG�(%1�JO�UIF�MBUUFS�ZFBS�BHBJOTU�B�UBSHFU�PG�����QFSDFOU��
5IF�DVSSFOU�BDDPVOU�EFmDJU�BMTP�SFDPSEFE�B�IJHI�MFWFM�PG�����QFSDFOU�PG�(%1�BU�FOE�������

5IF�FYQFOEJUVSF�NBOBHFNFOU�BOE�DPOUSPM�TZTUFNT�TVDDVNCFE�UP�UIF�NZSJBE�QSFTTVSFT�PO�UIF�
FDPOPNZ�BOE�UIF�HPWFSONFOU�BDDVNVMBUFE�NPSF�BSSFBST�JO������QBTTJOH�PO�UP�UIF�OFX�BENJO-

JTUSBUJPO�BO�JEFOUJmFE�TUPDL�PG�()�����NJMMJPO�FRVJWBMFOU�UP�����QFSDFOU�PG�(%1��4FWFOUZ�FJHIU�
QFSDFOU�PG�UIF�BSSFBST�	()�����NJMMJPO�PS�����QFSDFOU�PG�(%1
�XFSF�OPO�SPBE�BSSFBST�XIJMF�UIF�
SFNBJOEFS� 	()�����NJMMJPO�PS�����QFSDFOU�PG�(%1
�XFSF� SPBE�BSSFBST�� 5IF�OPO�� SPBE�BSSFBST�
JODMVEFE�EFGFSSFE�PCMJHBUPSZ�USBOTGFST�UP�UIF�%JTUSJDU�"TTFNCMJFT�$PNNPO�'VOE�	%"$'
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Table 4: The Net Flow of Arrears, 1996-2000

Item 1996    1997       1998        1999          2000

1HW�FKDQJH�LQ�VWRFN�RI�DUUHDUV��*+P�
o/w Road arrears

         Non-road arrears

4PVSDF��*.'�.JOJTUSZ�PG�'JOBODF�"VUIPS�T�DBMDVMBUJPOT��5IJT�mHVSF�FYDMVEFT�FYUFSOBM�BSSFBST�PG�64���N�
	()����N�FRVBM�UP�����QFSDFOU�PG�(%1
�BDDVNVMBUFE�CFUXFFO������BOE������

1HW�FKDQJH�DV���RI�([SHQGLWXUH

Net change as % of GDP

0HPRUDQGXP�,WHPV
,GHQWLILHG�VWRFN�RI�DUUHDUV�DW�\HDU�HQG��*+P�
o/w Road arrears

         Non-road arrears

Stock of arrears as % of GDP

-1.2
-1.2

0

0.3

0.1

-8.4 -10.4
-10.4-8.4

0 0

2.0 2.1
0.6 0.6

13.0

13.0
0

0.8

30.4
14.8
15.6

5.7
1.5

43.4

27.8
15.6

2.1

24.3
-12.8
37.1

3.0
0.9

67.7*

15.0
52.7

2.5

-

-
-

-

-

-
-

-

    This may not have been the first time non-road arrears were incurred, but it was the first time the government explicitly identified these 
arrears.

12 
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BOE� UIF� (IBOB� &EVDBUJPO� 5SVTU� 'VOE� 	(&5'VOE
�� � *O� BEEJUJPO� UP� UIF� EPNFTUJD� BSSFBST� UIF�
CBMBODF�PG�QBZNFOUT� DSJTJT� UIF� DPVOUSZ� FYQFSJFODFE� GPSDFE� UIF� BDDVNVMBUJPO� PG� GPSFJHO� EFCU�
TFSWJDF�BSSFBST�UP�UIF�UVOF�PG�64����NJMMJPO�	����QFSDFOU�PG�(%1
�CZ�FOE�������*O�BMM� UIF�UPUBM�
EPNFTUJD�BOE�FYUFSOBM�BSSFBST�PG�UIF�DFOUSBM�HPWFSONFOU�TUPPE�BU�����QFSDFOU�PG�(%1��
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*O������B�OFX�BENJOJTUSBUJPO�UPPL�PWFS�UIF�NBOBHFNFOU�PG�UIF�FDPOPNZ�BOE�JOIFSJUFE�B�DPMPTTBM�
QVCMJD�EFCU�TUPDL�EPNFTUJD�FYQFOEJUVSF�BSSFBST�XPSUI�����QFSDFOU�PG�(%1�BOE�FYUFSOBM�BSSFBST�
FRVBM� UP� ���� QFSDFOU� PG� (%1�� 5IF� CBMBODF� TIFFUT� PG� UIF� FOFSHZ� BOE� XBUFS� 40&T�5FNB�0JM�
3FmOFSZ� 	503
�7PMUB�3JWFS�"VUIPSJUZ� 	73"
�&MFDUSJDJUZ�$PNQBOZ�PG�(IBOB� 	&$(
�BOE�(IBOB�
8BUFS�$PNQBOZ�-JNJUFE�	(8$-
�TIPXFE�TVCTUBOUJBM�MJBCJMJUJFT�PO�BDDPVOU�PG�SFQSFTTFE�QSJDJOH�
PG�UIFJS�QSPEVDUT��503�IBE�B�UPUBM�TIPSU�UFSN�EFCU�PG�()����NJMMJPO�FRVJWBMFOU�UP�����QFSDFOU�PG�
(%1��"CPVU����QFSDFOU�PG�UIJT�EFCU�FRVBM�UP�()����NJMMJPO�PS�����QFSDFOU�PG�(%1�XBT�USBDFE�
EJSFDUMZ� UP� VOGVOEFE� TVCTJEJFT� PO� GVFM� QSPEVDUT�� 5IF� SFmOFSZ� IBE� FGGFDUJWFMZ� EFGBVMUFE� PO� JUT�
EFCUT�QMBDJOH�(IBOB�$PNNFSDJBM�#BOL�	($#
�JUT�NBJO�DSFEJUPS�BU�SJTL�PG�JOTPMWFODZ��73"�&$(�
BOE� (8$-� XFSF� JO� TJNJMBS� mOBODJBM� EJSF� TUSBJUT� GPS� UIF� TBNF� QSJODJQBM� SFBTPO� PG� VOGVOEFE�
TVCTJEJFT�BOE�SFQSFTTFE�QSJDJOH��5IF�OFX�HPWFSONFOU�RVJDLMZ�QMFEHFE�UP�SFUJSF�UIF�FYQFOEJUVSF�
arrears through budgeted cash payments and to assume responsibility for the SOE debts that 

XFSF�MJOLFE�UP�TVCTJEJFT��5IF�NPTU�DPODFSOJOH�40&�XBT�503�BOE�UIF�HPWFSONFOU�EFDJEFE�UP�
TFDVSJUJ[F� JUT� RVBTJ�mTDBM� EFCUT� UP� HJWF� CSFBUIJOH� TQBDF� UP� ($#�� .FBOXIJMF� UP� BWPJE� NPSF�
TVCTJEZ�BSSFBST�JU�XBT�BOOPVODFE�UIBU�FYQMJDJU�BMMPDBUJPOT�XPVME�CF�NBEF�JO�UIF�CVEHFU�UP�DPWFS�
the cost of any future subsidies on fuel and utilities.

5IF�HPWFSONFOU�QBJE�()�����NJMMJPO�FRVBM�UP�����QFSDFOU�PG�UPUBM�FYQFOEJUVSF�BOE�����QFSDFOU�
PG�(%1�JO���������UP�DMFBS�BMNPTU�BMM�EPNFTUJD�BSSFBST�PVUTUBOEJOH�BU�FOE�������#VU�JU�BMTP�JODVSSFE�
OFX�SPBE�BOE�OPO�SPBE�BSSFBST�XPSUI�NPSF�UIBO�����QFSDFOU�PG�(%1�XJUI�UIF�OPO�SPBE�BSSFBST�
PDDVSSJOH�NBJOMZ�BT�B�SFTVMU�PG�EFMBZFE�USBOTGFST�UP�UIF�%"$'�(&5'VOE�BOE�UIF�4PDJBM�4FDVSJUZ�
BOE� /BUJPOBM� *OTVSBODF� 5SVTU� 	44/*5
�� 5IF� JOBCJMJUZ� UP� RVJDLMZ� FTUBCMJTI� SPCVTU� DPNNJUNFOU�
DPOUSPMT�XBT�SFTQPOTJCMF�GPS�UIF�OFX�SPBE�BSSFBST�UIBU�BDDSVFE�

*O������B�QBZNFOU�PG�()�����NJMMJPO�	����QFSDFOU�PG�(%1
�XBT�NBEF�JO�SFTQFDU�PG�UIF�CVJMU�VQ�
BSSFBST� JO� ����� BOE� UIF� FYUFSOBM� EFCU� TFSWJDF� BSSFBST� PVUTUBOEJOH� BU� FOE������ XFSF� BMTP�
FMJNJOBUFE��5IFSF�XFSF�IPXFWFS�VOCVEHFUFE�TBMBSZ�BXBSET�JO������XIJDI�XFSF�BDDPNNPEBUFE�
UISPVHI�B�SFEVDUJPO�PG�DBQJUBM�FYQFOEJUVSF�BOE�B�QJMJOH�VQ�PG�BSSFBST�UP�UIF�%"$'�BOE�(&5'VOE��
3PBE�BSSFBST�PG�()�����NJMMJPO�	����QFSDFOU�PG�(%1
�XFSF�PVUTUBOEJOH�BU�UIF�FOE�PG�UIBU�ZFBS�
BOE� USBOTGFST� UP� UIF�%"$'�BOE�(&5'VOE�XFSF� JO�BSSFBST�PG�()�����NJMMJPO� SFQSFTFOUJOH�����
QFSDFOU�PG�(%1�
 

*O������UIF�HPWFSONFOU�UPPL�B�EFDJTJPO�UP�SFUJSF�UIF�TUBUVUPSZ�GVOE�BSSFBST�UISPVHI�FRVBM�BOOVBM�
QBZNFOUT�	()����NJMMJPO�QFS�ZFBS
�PWFS�mWF�ZFBST�CFHJOOJOH�GSPN�������*U�BMTP�QMFEHFE�OPU�UP�
JODVS� GSFTI�BSSFBST� UP� UIF�GVOET��'PS�SPBE�BSSFBST�B�NFEJVN�UFSN�TUPDL�UBSHFU�PG�[FSP�XBT�TFU�
VOEFS�UIF�1PWFSUZ�3FEVDUJPO�BOE�(SPXUI�'BDJMJUZ�	13('
�QSPHSBN�XJUI�UIF�*.'��'PMMPXJOH�TUSPOH�
SFWFOVFT�JO������NVDI�PG�UIF�FOE������BSSFBST�XFSF�DMFBSFE�UISPVHI�UPUBM�QBZNFOUT�PG�

13

14

    The DACF was set up in 1992 under the constitution and the government was mandated to transfer not less than 5 percent of its total 
annual revenue to the fund. The GETFund was created in August 2000, with 2.5 percent of the newly-increased Value Added Tax (VAT) rate 
of 12.5 percent earmarked for the fund.   

13 

    Due to limited stock data, the analysis of expenditure arrears from 2001 to 2007 relies largely on liquidation figures.14 
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()�����NJMMJPO� 	���� QFSDFOU� PG�(%1
�� 5IF�NFBTVSFE� TUPDL� PG� SPBE� BSSFBST� BU� ZFBS�FOE�XBT�
()����NJMMJPO� 	����QFSDFOU�PG�(%1
�BOE�TUBUVUPSZ� GVOE�BSSFBST�TUPPE�BU�()�����NJMMJPO� 	����
QFSDFOU�PG�(%1
�

8IJMF�JU�XBT�MJRVJEBUJOH�FYJTUJOH�BSSFBST�UIF�HPWFSONFOU�VOEFS�UIF�BVTQJDFT�PG�UIF�*.'�SPMMFE�PVU�
FYQFOEJUVSF�NBOBHFNFOU�SFGPSNT�UP�QSFWFOU�OFX�BSSFBST��5IFTF�JODMVEFE�BO�FOIBODFE�DPNNJU-
NFOU�DPOUSPM�BOE�DBTI�NBOBHFNFOU�TZTUFN�VOEFSQJOOFE�CZ�RVBSUFSMZ�FYQFOEJUVSF�DFJMJOHT�BOE�
NPOUIMZ�DBTI�MJNJUT�XIJDI�XBT�JOTUBMMFE�JO�BMM�.JOJTUSJFT�%FQBSUNFOUT�BOE�"HFODJFT�	.%"T
�CZ�
������.POUIMZ�imTDBM�FBSMZ�XBSOJOHw�SFQPSUT�XFSF�JOUSPEVDFE�UP�SFJOGPSDF�DPNNJUNFOU�DPOUSPMT�
BOE�nBH�JODJQJFOU�PWFSSVOT�JO�FYQFOEJUVSF��5IF�BVUPNBUFE�#VEHFU�BOE�1VCMJD�&YQFOEJUVSF�.BO-

agement System (BPEMS), featuring a commitment control module and an accounts payable 

NPEVMF�XBT�PQFSBUJPOBMJ[FE� JO�mWF�NJOJTUSJFT�CZ�FOE�%FDFNCFS������BOE�CZ�NJE������ UIF�
OVNCFS� PG�NJOJTUSJFT� IBE�CFFO� JODSFBTFE� UP� ��� PVU� PG� ���� -FHJTMBUJPOT� TVDI� BT� UIF� 'JOBODJBM�
"ENJOJTUSBUJPO�"DU� 	BOE� JUT�BDDPNQBOZJOH� SFHVMBUJPOT
� UIF� *OUFSOBM�"VEJU�"DU� BOE� UIF�1VCMJD�
1SPDVSFNFOU�"DU�XFSF�FOBDUFE�EVSJOH�UIJT�QFSJPE�UP�TUSFOHUIFO�QVCMJD�mOBODJBM�NBOBHFNFOU�

#Z� UIF� FOE� PG� ����� UIFSF�XBT� B� EJTDFSOJCMF� EFDSFBTF� JO� UIF� TUPDL� PG� BSSFBST� SFnFDUJOH� UIF�
TVDDFTT�PG�UIF�TUSBUFHZ�UP�SFUJSF�TUBUVUPSZ�GVOE�BSSFBST�UIF�QSPHSFTTJWF�SFEVDUJPO�PG�SPBE�BSSFBST�
BOE� UIF� QBSUJBM� TVDDFTT� PG� UIF� FYQFOEJUVSF� NBOBHFNFOU� SFGPSNT�� "O� BTTFTTNFOU� PG� QVCMJD�
FYQFOEJUVSF�NBOBHFNFOU�CZ�UIF�8PSME�#BOL�BOE�UIF�*.'�JO������GPVOE�POMZ�B�iTNBMM�TUPDLw�PG�
BSSFBST�PVUTUBOEJOH�BU�FOE������	*.'�����
����*OEFFE�FYQFOEJUVSF�PO�BSSFBST�JO������EFDMJOFE�
CZ������QFSDFOU�UP�()�����NJMMJPO��5IJT�XBT�FRVBM�UP�����QFSDFOU�PG�UPUBM�HPWFSONFOU�FYQFOEJ-
UVSF�DPNQBSFE�XJUI�BO�BWFSBHF�PG�����QFSDFOU�CFUXFFO������BOE������

#Z�UIF�FOE�PG������BMM�VOEJTQVUFE�SPBE�BSSFBST�IBE�CFFO�DMFBSFE�	*.'�����
�BOE�UIF�HPWFSO-

NFOU�IBE�LFQU�JUT�QMFEHF�OPU�UP�JODVS�OFX�TUBUVUPSZ�GVOE�BSSFBST�	(PWFSONFOU�PG�(IBOB�#VEHFU�
����
��#VU�PUIFS�BSSFBST�XFSF�DSFBUFE�JO�������"NPVOUJOH�UP�BMNPTU�����QFSDFOU�PG�(%1�UIFTF�
XFSF�NBEF� VQ� PG� EFGFSSFE� QBZNFOU� PG� VOCVEHFUFE�XBHF� BOE� BMMPXBODF� JODSFBTFT� QFOTJPO�
BSSFBST�BOE�EFMBZFE�QBZNFOU�PG�TVCTJEJFT�UP�503�UP�DPWFS�BENJOJTUFSFE�QFUSPMFVN�QSJDF�MPTTFT��
5IF�DMFBSBODF�PG�UIFTF�PCMJHBUJPOT�JO������JODSFBTFE�BSSFBST�FYQFOEJUVSF�UP�()111.4 million, 

NFBTVSJOH� ���� QFSDFOU� PG� (%1� GSPN� ���� QFSDFOU� JO� ������ *G� UIFTF� PCMJHBUJPOT� IBE� OPU� CFFO�
JODVSSFE�BSSFBST�QBZNFOU�XPVME�IBWF�TUBCJMJ[FE�BU�����QFSDFOU�PG�(%1�JO�������*O������FYQFOEJ-
UVSF�PO�BSSFBST�GFMM�UP�()�����NJMMJPO�FRVJWBMFOU�UP�����QFSDFOU�PG�(%1�BOE�����QFSDFOU�PG�UPUBM�
FYQFOEJUVSF��

'SPN�����������FYQFOEJUVSF�PO�BSSFBST�SFNBJOFE�MPX�BT�B�TIBSF�PG�UPUBM�FYQFOEJUVSF�BOE�(%1��
#VU�UIFSF�XBT�B�SJTF�JO�UIF�OPNJOBM�PVUMBZT�GSPN�()�����NJMMJPO�JO������UP�()76.6 million in 

�����BOE�()������NJMMJPO� JO�������5IJT�BQQFBSFE� UP� JOEJDBUF�BO� JODSFBTFE�QBDF�PG� BSSFBST�
BDDVNVMBUJPO�BOE�DPJODJEFE�XJUI�UIF�JNQMFNFOUBUJPO�PG�FYQBOTJPOBSZ�mTDBM�QPMJDJFT�CZ�UIF�HPW-

FSONFOU�BGUFS�JU�DBNF�PVU�PG�*.'�TVQFSWJTJPO�BOE�NPOJUPSJOH�JO�0DUPCFS������

15

  The government’s second PRGF program came to a close in October 2006, and there was a considerable jump in the budget deficit 
afterwards, from 2.0 percent of GDP in 2005 to 4.8 percent in 2006 and 4.9 percent in 2007. 

16

16

The stock was probably below 1.0 percent of GDP.15
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1BSU�PG�UIF�mTDBM�FYQBOTJPO�XBT�DPNQFMMFE�CZ�VOGBWPVSBCMF�FYUFSOBM�EFWFMPQNFOUT�JO�����������
NBJOMZ� UIF�DSJTFT� JO� UIF�HMPCBM� GPPE�mOBODJBM�BOE�PJM�NBSLFUT��%PNFTUJDBMMZ� UIFSF�XFSF�QPXFS�
TIPSUBHFT�EVF�UP�B�ESPVHIU�JO�����������XIJDI�DSFBUFE�UIF�OFFE�GPS�FYQFOEJUVSFT�UP�NJUJHBUF�UIF�
FGGFDUT�PO�UIF�FDPOPNZ��#VU�PO�UIF�XIPMF�FYQFOEJUVSF�DPOUSPM�EFUFSJPSBUFE�mOBODJBM�NBOBHF-

NFOU�SFGPSNT�TUBMMFE�BOE�mTDBM�JOEJTDJQMJOF�UPPL�IPME�BHBJO�BT�UIF�HPWFSONFOU�GBDFE�B�UJHIU�FMFD-

UJPO�CBUUMF� JO�������8IFO� JU� FYJUFE�PGmDF�BGUFS� UIF�FMFDUJPOT� UIF�EPNFTUJD�FYQFOEJUVSF�BSSFBST�
XIJDI�XFSF�EJTDPWFSFE�BNPVOUFE�UP�()����CJMMJPO�FRVBM�UP�����QFSDFOU�PG�(%1��5IJT�XBT�UIF�
MBSHFTU�TUPDL�PG�BSSFBST�	JO�CPUI�OPNJOBM�BOE�(%1�UFSNT
�BDDVNVMBUFE�VQ�VOUJM�UIBU�UJNF�TJODF�UIF�
1990s.   

Table 5: Arrears Payments, 2001-08

3D\PHQWV�DV���RI�([SHQGLWXUH

3D\PHQWV�DV���RI�*'3

$UUHDUV�3D\PHQWV��*+P�
o/w Road arrears

         Non-road arrears

0HPRUDQGXP�,WHPV
,GHQWLILHG�VWRFN�DW�\HDU�HQG��*+P�
o/w Road arrears

         Non-road arrears

Stock of arrears as % of GDP

Item 2001   2002      2003         2004          2005 2006     2007         2008

66.7

 22.4 

44.3

6.6

1.8 

81.2

19.8

61.4

61.8

22.3

39.5

3.2

0.9

27.1

7.2

19.9

1.0

0.3

111.4

9.9

101.5

3.7

1.1

48.8

9.6

39.2

1.2

0.3

76.6

16.0

60.6

1.3

0.3

142.3

46.9

95.4

1.7

0.5

70.5

22.0

48.5*

1.5

41.8

3.0

38.8*

0.7

1,801.6

125.1

1,676.5

6.0

6.2

1.7

-

- 

-

-

-

- 

-

-

-

- 

-

-

-

- 

-

-

-

- 

-

-

4PVSDF��*.'�.JOJTUSZ�PG�'JOBODF�"VUIPS�T�DBMDVMBUJPOT��$POTFSWBUJWF�FTUJNBUFT�SFnFDUJOH�POMZ�TUBUVUPSZ�
fund arrears

5IF�HPWFSONFOU�UPPL�PWFS�BOE�SFTUSVDUVSFE�B�MBSHF�QPSUJPO�PG�503�T�EFCUT�CZ�DPOWFSUJOH�UIFN�UP�
CPOET��"T�BU�FOE������()���N�PG�EFCUT�IBE�CFFO�TFDVSJUJ[FE�MFBWJOH�BSPVOE�()210m of 

TIPSU�UFSN�EFCU�PO�UIF�SFmOFSZ�T�CPPLT��"OPUIFS�()��N�XBT�TFDVSJUJ[FE�JO������SBJTJOH�UIF�UPUBM�
MJBCJMJUJFT�FYUJOHVJTIFE�GSPN�503�T�CPPLT�UP�()����NJMMJPO��.BOZ�PG�UIF�EFCUT�PG�73"�&$(�BOE�
(8$-�XFSF�QBJE�UISPVHI�CVEHFUBSZ�USBOTGFST�UP�UIFTF�VUJMJUJFT�CVU�UIFTF�XFSF�OPU�SFQPSUFE�BT�
BSSFBST�QBZNFOUT��'SPN�����������UIF�40&T��mOBODJBM�TJUVBUJPO�JNQSPWFE�CVU�JU�XFBLFOFE�BHBJO�
GSPN������XJUI�UIF�mTDBM�EFUFSJPSBUJPO�UIBU�PDDVSSFE�BOE�UIF�SFUVSO�PG�VOGVOEFE�QSJDF�TVCTJEJFT��
5IF�HPWFSONFOU�UIVT�MFGU�UIF�40&T�JO�OPU�NVDI�CFUUFS�TUBUF�CZ�UIF�UJNF�JU�MFGU�PGmDF�JO������UIBO�JU�
IBE�GPVOE�UIFN�XIFO�JU�DBNF�UP�QPXFS�JO�������

*O� ����� UIF� OFXMZ�FMFDUFE� HPWFSONFOU� XBT� DPOGSPOUFE� XJUI� B� HSJN� FDPOPNJD� TJUVBUJPO�
VOEFSMJOFE�CZ�MBSHF�UXJO�EFmDJUT�B�SBQJEMZ�GBMMJOH�DVSSFODZ�TVSHJOH�JOnBUJPO�IJHI�JOUFSFTU�SBUFT�
BOE�DPOTJEFSBCMF�HPWFSONFOU�FYQFOEJUVSF�BSSFBST�XIPTF�UPUBM�TUPDL�XBT�JOJUJBMMZ�VODFSUBJO��5IF�
QSFWJPVT�ZFBS�T�CVEHFU�EFmDJU�PO�B�DBTI�CBTJT�XBT�()�����CJMMJPO�FRVBM�UP�����QFSDFOU�PG�(%1�
	�����QFSDFOU� PG� OPO�SFCBTFE�(%1
� BOE� VQ� GSPN�()�����CJMMJPO� PS� ���� QFSDFOU� PG�(%1� 	����
QFSDFOU�PG�OPO�SFCBTFE�(%1
�JO�������&YDMVEJOH�OFU�SFWFOVF�GSPN�UIF�EJWFTUJUVSF�PG�TUBUF�BTTFUT�
UIF������CVEHFU�EFmDJU�TUPPE�BU�()�����CJMMJPO�FRVJWBMFOU�UP������QFSDFOU�PG�OPO�SFCBTFE�(%1��

.BOBHFNFOU�PG�UIF�40&�-JBCJMJUJFT�5BLFO�0WFS�CZ�UIF�(PWFSONFOU

The Pre-Single Spine Era (2009-2010)

������.BOBHFNFOU�%VSJOH����������
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*O�BEEJUJPO�UP�UIF�DFOUSBM�HPWFSONFOU�BSSFBST�UIF�FOFSHZ�40&T�QBSUJDVMBSMZ�503�BOE�73"�IBE�
SVO�VQ�IVHF�mOBODJBM�MJBCJMJUJFT�UP�CBOLT�BOE�USBEF�DSFEJUPST��.VDI�PG�UIF�MJBCJMJUJFT�XFSF�MJOLFE�UP�
UIF�HPWFSONFOU�T�BSSFBST�UP�UIF�40&T�NBEF�VQ�PG�VOTFSWJDFE�VUJMJUZ�CJMMT�BOE�VOQBJE�QSJDF�TVCTJ-
EJFT�XIJDI�IBE�XFBLFOFE�UIF�40&T��XPSLJOH�DBQJUBM�QPTJUJPOT�BOE�QVTIFE�UIFN�UP�CPSSPX�IFBWJ-
MZ�GSPN�CBOLT��(JWFO�UIF�RVBTJ�mTDBM�OBUVSF�PG�UIF�MJBCJMJUJFT�BOE�UIF�GBDU�UIBU�UIF�BGGFDUFE�40&T�
XFSF�TUSVHHMJOH�UP�NBOBHF�UIFN�UIF�HPWFSONFOU�UPPL�PWFS�TPNF�PG�UIFTF�EFCUT�XJUI�UIF�WJFX�UP�
SFUJSJOH� UIFN�BT�QBSU� PG� JUT� BSSFBST�DMFBSBODF� TUSBUFHZ�� 5IFSFGPSF� FWFO� UIPVHI� USBEJUJPOBMMZ� UIF�
DPWFSBHF�PG�HPWFSONFOU�BSSFBST�IBT�FYDMVEFE�40&T��PQFSBUJPOBM�MJBCJMJUJFT�BOE�BSSFBST�TPNF�PG�
UIFTF�XFSF�BEEFE�UP�UIF�TUPDL�PG�BSSFBST�JO������

5IF�BSSFBST�DBVTFE�TFSJPVT�MJRVJEJUZ�BOE�TPMWFODZ�DIBMMFOHFT�GPS�DPOUSBDUPST�BOE�TVQQMJFST�BOE�
DPOUSJCVUFE� UP�QVTIJOH� UIF�CBOLJOH� JOEVTUSZ�T�OPO�QFSGPSNJOH� MPBOT�SBUJP� JOUP�EPVCMF�EJHJUT��5P�
BEESFTT�UIF�QSPCMFN�UIF�HPWFSONFOU�JOEJDBUFE�BO�FBSMZ�DPNNJUNFOU�UP�MJRVJEBUF�UIF�BSSFBST�BOE�
FNQMPZFE�B�TUSBUFHZ�DFOUSFE�PO�UXP�PQUJPOT��DBTI�QBZNFOUT�BOE�TFDVSJUJ[BUJPO��5IF�DBTI�QBZ-

NFOUT� JOWPMWFE�QBZJOH�EPXO� UIF�BSSFBST�PVU�PG�DVSSFOU� SFWFOVFT�PS�VTJOH�QSPDFFET� GSPN�EFCU�
JTTVFT��5IF�TFDVSJUJ[BUJPO�PQUJPO�JOWPMWFE�B�SFTDIFEVMJOH�PG�TPNF�PG�UIF�MJBCJMJUJFT�UISPVHI�EJSFDU�
JTTVBODF�PG�CPOET�UP�UIF�DSFEJUPST��#PSSPXJOH�UP�QBZ�EPXO�UIF�BSSFBST�IBE�B�EJSFDU�FGGFDU�PO�UIF�
DBTI� EFmDJU� XIJMF� TFDVSJUJ[BUJPO� EJSFDUMZ� JODSFBTFE� UIF� HPWFSONFOU�T� EFCU� TUPDL�� (JWFO� UIFTF�
FGGFDUT�UIF�TUSBUFHZ�PG�UIF�HPWFSONFOU�XBT�UP�OFHPUJBUF�UIF�BQQSPQSJBUF�PQUJPO�JO�FBDI�DBTF�XJUI�
UIF�DSFEJUPST�UBLJOH�JOUP�DPOTJEFSBUJPO�JUT�DBTI�nPX�PWFS�UIF�NFEJVN�UFSN�UIF�QPTTJCMF�JOnBUJPO-

BSZ�JNQBDU�PG�DBTI�JOKFDUJPO�JOUP�UIF�FDPOPNZ�BOE�UIF�FYUFOU�PG�FYQPTVSF�PG�DPNNFSDJBM�CBOLT�UP�
creditors, especially road contractors (Ministry of Finance, 2012).

"� UPUBM� DBTI� QBZNFOU� PG�()������NJMMJPO� FRVBM� UP� ���� QFSDFOU� PG� UPUBM� FYQFOEJUVSF� BOE� ����
QFSDFOU�PG�(%1�XBT�NBEF�JO������UP�SFEVDF�UIF�TUPDL�PG�BSSFBST��5IJT�XBT�GPMMPXFE�CZ�B�QBZNFOU�
PG�()������NJMMJPO�JO���������5IF�TUPDL�EJE�OPU�OFDFTTBSJMZ�TISJOL�IPXFWFS�BT�OFX�BSSFBST�PG�
()������NJMMJPO�BOE�()����CJMMJPO�XFSF�BDDVNVMBUFE�JO������BOE������SFTQFDUJWFMZ�EVF�QSJO-

DJQBMMZ�UP�SFWFOVF�TIPSUGBMMT�BOE�IJHIFS�UIBO�CVEHFUFE�FYQFOEJUVSF�PO�XBHFT�BOE�JOUFSFTU�QBZ-

NFOUT��*O�BEEJUJPO�UIF�HPWFSONFOU�FNCBSLFE�PO�B�TUPDL�UBLJOH�FYFSDJTF�UP�BTDFSUBJO�UIF�GVMM�NBH-

OJUVEF�PG�BSSFBST�BOE�40&�SFMBUFE�DPOUJOHFOU�MJBCJMJUJFT�BT�BU�FOE�������"GUFS�UIJT�FYFSDJTF�40&�
MJBCJMJUJFT�BSJTJOH�GSPN�TIPSU��BOE�MPOH�UFSN�MPBOT�BOE�PUIFS�DPNNJUNFOUT�UP�DSFEJUPST�XFSF�JEFOUJ-
mFE� BOE� UBLFO� PWFS� CZ� UIF� HPWFSONFOU�� 5IJT� DBVTFE� UIF� UPUBM� TUPDL� PG� BSSFBST� UP� CF� SFWJTFE�
VQXBSET�UP�()����CJMMJPO�PS�����QFSDFOU�PG�(%1�BU�FOE�������&YDMVEJOH�UIF�40&�SFMBUFE�BSSFBST�
BOE�MJBCJMJUJFT�UIF�TUPDL�TUPPE�BU�()����CJMMJPO�PS�����QFSDFOU�PG�(%1�	5BCMF��
���
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6OUJM������ UIF�QIFOPNFOPO�PG�XBHF�BSSFBST�EJE�OPU�FYJTU�PO�B�TJHOJmDBOU�TDBMF� JO� UIF�QVCMJD�
TFDUPS��*O�+VOF�PG�UIBU�ZFBS�IPXFWFS�UIF�HPWFSONFOU�TUBSUFE�JNQMFNFOUJOH�UIF�OFX�4JOHMF�4QJOF�
1BZ�1PMJDZ�	4411
�XIJDI�IBE�CFFO�JOJUJBUFE�CZ�UIF�GPSNFS�BENJOJTUSBUJPO��5IF�HPBM�PG�UIF�4411�
XBT� UP� DPSSFDU� JOFRVJUJFT� BOE� EJTUPSUJPOT� JO� QVCMJD� TFDUPS� TBMBSJFT� BOE� TUSFBNMJOF� QBZ�
BENJOJTUSBUJPO�� *UT� JNQMFNFOUBUJPO� JOWPMWFE�B�NJHSBUJPO�PG�QVCMJD�TFDUPS�XPSLFST�FYDFQU� UIPTF�
MJTUFE�VOEFS�"SUJDMF����PG�UIF������$POTUJUVUJPO�NBEF�VQ�PG�UIF�1SFTJEFOU�.JOJTUFST�.FNCFST�PG�
1BSMJBNFOU�BOE�4VQFSJPS�$PVSU�+VEHFT�GSPN�UIF�PME�(IBOB�6OJWFSTBM�4BMBSZ�4USVDUVSF�	(644
�
BOE�PUIFS�FYJTUJOH�QBZ�TUSVDUVSFT�UP�B�OFX�VOJmFE�QBZ�TUSVDUVSF�LOPXO�BT�UIF�4JOHMF�4QJOF�4BMBSZ�
4USVDUVSF�	4444
��5IF�4444�IBE����WFSUJDBM�QBZ�QPJOUT�UISFF�NPSF�UIBO�UIF�(644��

The Emergence of Wage Arrears under the Single Spine Pay Policy 

   In addition to this payment, the government made an equity injection of GH445 million into TOR to enable the refinery pay down its debts. 17 

ii.
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5IPVHI�JNQMFNFOUBUJPO�PG�UIF�QPMJDZ�CFHBO�JO�+VOF������UIF�HPWFSONFOU�TFU�+BOVBSZ������BT�
UIF�SFUSPBDUJWF�EBUF�PO�XIJDI�OFX�TBMBSJFT�EFUFSNJOFE�VOEFS�UIF�4444�XFSF�HPJOH�UP�UBLF�FGGFDU��
5IF�NJHSBUJPO�PG�XPSLFST�POUP�UIF�4444�XBT�DBSSJFE�PVU�JO�CBUDIFT�PG�.%"T�BOE�..%"T�	.FUSP-

QPMJUBO�.VOJDJQBM� BOE�%JTUSJDU�"TTFNCMJFT
� CFUXFFO������BOE������� &BDI� UJNF�BO�.%"�XBT�
NPWFE�POUP�UIF�4444�UIF�XPSLFST��OFX�TBMBSJFT�DPSSFTQPOEJOH�UP�UIF�OFX�QBZ�QPJOUT�PO�XIJDI�
UIFZ�IBE�CFFO�QMBDFE�XFSF�EFUFSNJOFE��*G�B�XPSLFS�T�TBMBSZ�PO�UIF�4444�XBT�IJHIFS�UIBO�UIF�PME�
TBMBSZ�QBZNFOU�PG�UIF�OFX�TBMBSZ�XBT�CBDLEBUFE�UP�+BOVBSZ������BOE�BOZ�EJGGFSFODF�CFUXFFO�
UIF�OFX�BOE�PME�TBMBSJFT�VQ�UP�UIF�UJNF�PG�NJHSBUJPO�XBT�SFDPHOJ[FE�BT�BSSFBST�
 

5IJT�BSSBOHFNFOU�HBWF�SJTF�UP�4JOHMF�4QJOF�XBHF�BSSFBST�XIJDI�TUPPE�JOJUJBMMZ�BT�JNQMJDJU�PCMJHB-

UJPOT�CVU�DSZTUBMMJ[FE�BT�UIF�XPSLFST�XFSF�QMBDFE�PO�UIF�OFX�QBZ�TDIFNF��*O������UIF�HPWFSO-

NFOU�QBJE�()������NJMMJPO�UP�DMFBS�XBHF�BSSFBST�XIJDI�IBE�DSZTUBMMJ[FE�JO�������*O�UIF������
4VQQMFNFOUBSZ�#VEHFU�QSFTFOUFE� UP�1BSMJBNFOU�PO�+VMZ��������� UIF�HPWFSONFOU�BOOPVODFE�
UIBU������QFSDFOU�PG�QVCMJD�TFDUPS�XPSLFST�IBE�CFFO�NJHSBUFE�POUP�UIF�4444�BT�BU�.BZ������
DSFBUJOH�PVUTUBOEJOH�XBHF�BSSFBST�PG�()����NJMMJPO�	����QFSDFOU�PG�(%1
�XIJDI�XPVME�CF�QBJE�
JO�UIF������mTDBM�ZFBS�	(PWFSONFOU�PG�(IBOB�����
��5IF�BNPVOU�XBT�UIF�CVEHFUFE�XBHF�BSSFBST�
DMFBSBODF�GPS������BOE�XBT�FYQFDUFE�UP�GVMMZ�FYUJOHVJTI�UIF�BSSFBST�TUFNNJOH�GSPN�UIF�SPMM�PVU�PG�
the Single Spine Pay Policy.

;HISL��!�:[VJR�VM�(YYLHYZ�����������,UK�VM�7LYPVK��./݈�TPSSPVU�

Classification of Arrears 2008    2009      2010      2011

4PVSDF��.JOJTUSZ�PG�'JOBODF�	.BOBHFNFOU�PG�"SSFBST�%FDFNCFS�����


A. Projects

o/w Roads

��������(QHUJ\
        Others 

%��6WDWXWRU\�)XQGV�661,7�6HUYLFHV
R�Z�*(7)XQG
���������'$&)
���������1DWLRQDO�+HDOWK�)XQG
���������661,7
         Services

'��$UUHDUV�WR�62(V�62(�/LDELOLWLHV
R�Z�7HPD�2LO�5HILQHU\��725�
���������9ROWD�5LYHU�$XWKRULW\��95$�
         Others

(��7RWDO�$UUHDUV��&�'�
% of GDP

0HPRUDQGXP�,WHPV
:DJH�$UUHDUV��6LQJOH�6SLQH�
7RWDO�6WRFN�RI�$UUHDUV��,QFOXGLQJ�:DJH�$UUHDUV�
% of GDP

-

1,801.7

6.0

1,801.7

6.0

2,098.9

5.7

3,800.6

8.0

2,216.8

3.7

670.1

444.1

188.9

37.1

670.1

444.1

188.9

37.1

1,771.8

1,256.9

465.5

49.4

1,127.0

567.7

215.9

343.4

&��7RWDO��$�%�
% of GDP

1,131.6

3.7

1,428.8

3.9

2,028.8

4.4

1,089.8

1.8

301.2

49.1

35.1

100.0

109.1

7.9

574.2

101.0

172.3

164.4

136.5

0

748.0

141.8

116.7

115.8

373.7

0

281.0

38.8

0

0

242.2

0

830.4

125.1

581.2

124.1

854.6

187.5

489.3

177.8

1,280.8

312.1

422.7

546.0

808.8

0

407.9

400.9

-

2,098.9

5.7

343.0

4,143.6

9.0

991.0

3,207.8

5.4
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4PVSDF��.JOJTUSZ�PG�'JOBODF�	.BOBHFNFOU�PG�"SSFBST�%FDFNCFS�����
�B��5IJT�SFQPSUFE�QBZNFOU�XBT�����
BDUVBMMZ�BO�FRVJUZ�JOKFDUJPO�CZ�UIF�HPWFSONFOU�JOUP�503�XIJDI�UIF�MBUUFS�VTFE�UP�TFUUMF�TPNF�PG�JUT�EFCUT��
C��'JHVSF�JODMVEFT�BNPVOU�JOKFDUFE�JOUP�503�BT�FRVJUZ��&WFSZXIFSF�FMTF�JO�UIJT�QBQFS�UIJT�mHVSF�JT�FYDMVEFE�
GSPN�BSSFBST�QBZNFOUT�TJODF�JU�EPFT�OPU�TUSJDUMZ�RVBMJGZ�BT�TVDI�

;HISL��!�(YYLHYZ�7H`TLU[Z�HUK�:LJ\YP[PaH[PVUZ����� �����./݈�TPSSPVU�

Classification of Arrears

Annual Cash Payments

2009    2010       2011         Total           2011  Total

Securitization

A. Projects

o/w Roads

��������(QHUJ\
        Others 

%��6WDWXWRU\�)XQGV�661,7
R�Z�*(7)XQG
���������'$&)
���������1+,)
���������661,7
         Others

264.8

49.2

35.1

100.0

72.6

7.9

176.4

20.0

24.2

82.2

50.0

0

524.3

141.8

116.7

115.8

150.0

0

965.5

211.0

176.0

298.0

272.6

7.9

223.7

223.7

-

-

-

-

223.7

223.7

-

-

-

-

361.8

75.9

185.8

100.1

374.8

187.5

66.6

120.7

614.4

312.1

14.8

287.5

1,351.0

575.5

267.2

508.3

-

-

-

-

-

-

-

-

&��7RWDO��$�%�
% of GDP

'��62(�/LTXLGDWLRQ
R�Z�725
         VRA

         Others

(��7RWDO�3D\PHQWV
% of GDP

0HPRUDQGXP�,WHPV
:DJH�$UUHDUV�3D\PHQWV
7RWDO�$UUHDUV�3DLG��LQFO��:DJHV�
% of GDP

-

626.5

1.7

-

996.2

2.2

343.4

1,848.6

3.1

343.4

3,471.4

2.4

-

-

-

-

-

-

626.5

1.7

�����E
2.2

1,505.2

2.5

3,128.0

2.2

796.0

1.3

796.0

1.3

626.5

1.7

0

0

0

0

445.0a

445.0a

0

0

366.5

116.9

249.6

0

811.5

561.9

249.6

0

572.3

572.3

-

-

572.3

572.3

-

-

551.2

1.2

1,138.7

1.9

2,316.5 223.7

0.4

223.7

0.4

*O� ����� UIF� UBLF�PGG� PG� PJM� QSPEVDUJPO� JO� (IBOB� XIJDI� JODSFBTFE� SFBM� (%1� HSPXUI� UP� �����
QFSDFOU�BT�XFMM�BT�TUSFOHUIFOFE�UBY�BENJOJTUSBUJPO�HBWF�B�TUSPOH�CPPTU� UP�EPNFTUJD�SFWFOVF�
NPCJMJ[BUJPO��5IJT�IFMQFE�UIF�HPWFSONFOU�UP�MJRVJEBUF�B�TVCTUBOUJBM�QPSUJPO�PG�UIF�FOE������TUPDL�
PG�BSSFBST�PG�()����CJMMJPO��5IF�HPWFSONFOU�NBEF�B�DBTI�QBZNFOU�PG�()1.5 billion to clear 

QBSU�PG�UIF�BSSFBST�BOE�TFDVSJUJ[FE�()����NJMMJPO�PG�UIF�TUPDL�CZ�JTTVJOH�CPOET�UP�UIF�DSFEJUPST��
5IF�TFDVSJUJ[BUJPO�DPNQSJTFE�()223.7 million of securities issued to SSNIT in lieu of deferred 

TPDJBM�TFDVSJUZ�USBOTGFST�BOE�()������NJMMJPO�PG�CPOET�JTTVFE�UP�(IBOB�$PNNFSDJBM�#BOL�	OPX�
($#�#BOL
�UP�SFQMBDF�MJBCJMJUJFT�PG�503�UP�UIF�CBOL��5IFTF�TUFQT�TMBTIFE�UIF�FOE������TUPDL�PG�
BSSFBST�CZ����QFSDFOU�UP�BQQSPYJNBUFMZ�()1.5 billion.

The Post-Single Spine Era (2011-2012)iii.



5IF�DMFBSBODF�PG�BSSFBST�DPOUJOVFE�JO������XJUI�UIF�HPWFSONFOU�T�SFWJTFE�CVEHFU�GPS�UIF�ZFBS�
QSPKFDUJOH�B�UPUBM�FYQFOEJUVSF�PG�()�����CJMMJPO�UPXBSET�UIF�TFUUMFNFOU�PG�XBHF�BOE�OPO�XBHF�
BSSFBST�	5BCMF��
��5IJT�QMBOOFE�FYQFOEJUVSF�XBT�FRVBM�UP������QFSDFOU�PG�UIF�()����CJMMJPO�TUPDL�
PG�BSSFBST�PVUTUBOEJOH�BU�FOE�������5IFSF�BSF�IPXFWFS�DPOnJDUJOH�mHVSFT�PO�UIF�BDUVBM�BSSFBST�
QBJE�JO�������'JSTU�BDDPSEJOH�UP�UIF�HPWFSONFOU�T������CVEHFU�B�UPUBM�BNPVOU�PG�()3.7 billion 

XBT�VTFE�UP�QBZ�BSSFBST�JO�UIF������mTDBM�ZFBS�	5BCMF��
��#VU�JO�B�EPDVNFOU�UJUMFE�5IF�"SSFBST�
$MFBSBODF�4USBUFHZ�XIJDI�XBT�SFUSJFWFE�GSPN�UIF�.JOJTUSZ�PG�'JOBODF�XFCTJUF�PO�.BZ���������
UIF�SFQPSUFE�FYQFOEJUVSF�PO�BSSFBST�JO������JT�B�NVDI�MPXFS�mHVSF�PG�()������NJMMJPO�BOE�JU�JT�
BMTP�JOEJDBUFE�UIBU�BO�BEEJUJPOBM�()������NJMMJPO�PG�BSSFBST�XBT�TFDVSJUJ[FE�	5BCMF��
��
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"EEJOH�UIF�4JOHMF�4QJOF�XBHF�BSSFBST�PG�()������NJMMJPO�XIJDI�XFSF�QBJE�UIF�HPWFSONFOU�T�
UPUBM�DBTI�FYQFOEJUVSF�PO�BSSFBST�JO������XBT�()����CJMMJPO�PS�����QFSDFOU�PG�(%1�XIJMF�UIF�UPUBM�
TFDVSJUJ[BUJPO� PG�()����NJMMJPO�XBT�FRVBM� UP� ����QFSDFOU� PG�(%1�� *O� UPUBM� BSSFBST�XPSUI� ����
QFSDFOU�PG�(%1�XFSF�DMFBSFE�JO������	5BCMF��
��

/FX�BSSFBST�UPUBMMJOH�()����CJMMJPO�XFSF�IPXFWFS�JODVSSFE�JO�UIF�TBNF�ZFBS�()991.0 million 

PG� XIJDI� XFSF� UIF� 4JOHMF� 4QJOF� BSSFBST� FYQFDUFE� UP� CF� QBJE� JO� ����� XIJMF� UIF� SFNBJOJOH�
()������NJMMJPO�XBT�DPNQPTFE�PG�OFX�QSPKFDU�TUBUVUPSZ�GVOET�BOE�40&�BSSFBST��%VF�UP�UIFTF�
EFWFMPQNFOUT�UIF�FOE������TUPDL�PG�BSSFBST�XBT�()����CJMMJPO�	����QFSDFOU�PG�(%1
�PG�XIJDI�
()����CJMMJPO� 	����QFSDFOU�PG�(%1
�XFSF�OPO�XBHF�BSSFBST��5IF� JNQMJFE�OFU� SFEVDUJPO� JO� UIF�
TUPDL�PG�OPO�XBHF�BSSFBST�CFUXFFO������BOE������XBT�()����CJMMJPO�XIJDI�DVU� UIF�SBUJP�PG�
OPO�XBHF�BSSFBST�UP�(%1�GSPN�����QFSDFOU�JO������UP�����QFSDFOU�JO�������5IVT�UIF�CVSEFO�PG�
BSSFBST�PO�UIF�FDPOPNZ�XBT�SFEVDFE�TJHOJmDBOUMZ�TVQQPSUJOH�B�IJHIFS�MFWFM�PG�FDPOPNJD�BDUJWJUZ�
BOE�B�GBMM�JO�UIF�OPO�QFSGPSNJOH�MPBOT�SBUJP�PG�UIF�CBOLJOH�TZTUFN��

"MM�BMPOH�UIF�HPWFSONFOU�IBE�CFFO�UBLJOH�NFBTVSFT�UP�BSSFTU�UIF�CVJME�VQ�PG�OFX�BSSFBST��"T�B�
mSTU�TUFQ�B�DPNQSFIFOTJWF�EBUBCBTF�XBT�DSFBUFE�BU�UIF�#VEHFU�%FQBSUNFOU�PG�UIF�.JOJTUSZ�PG�
'JOBODF� UP� USBDL� UIF� nPX� PG� BSSFBST� BOE� SFQPSU� PO� JU�NPOUIMZ� UP�$BCJOFU�� &OGPSDFNFOU� PG� UIF�
SFRVJSFNFOU�GPS�.%"T�UP�TFDVSF�DPNNFODFNFOU�DFSUJmDBUFT�GSPN�UIF�.JOJTUSZ�PG�'JOBODF�CFGPSF�
DPNNJUUJOH�UIF�HPWFSONFOU�UP�BOZ�FYQFOEJUVSF�PO�QSPKFDUT�XBT�JOUFOTJmFE��1SPDFTTFT�XFSF�BMTP�
JOJUJBUFE� UP� EFWFMPQ� B� 5SFBTVSZ� 4JOHMF� "DDPVOU� 	54"
� UIBU� XPVME� DPOTPMJEBUF� BMM� HPWFSONFOU�
BDDPVOUT�BOE�GBDJMJUBUF�CFUUFS�DBTI�nPX�BOE�EFCU�NBOBHFNFOU��5P�JNQSPWF�DBTI�nPX�GPSFDBTUJOH�
B�DBTI�NBOBHFNFOU�DPNNJUUFF�DPNQSJTJOH�DFOUSBM�CBOL�BOE�.JOJTUSZ�PG�'JOBODF�PGmDJBMT�XBT�
GPSNFE�UP�NPOJUPS�SFWFOVFT�FYQFOEJUVSFT�BOE�DBTI�CBMBODFT��"�NBKPS�SFGPSN�JO�UIJT�QFSJPE�XBT�
UIF� XPSL� XIJDI� CFHBO� PO� UIF� (IBOB� *OUFHSBUFE� 'JOBODJBM� .BOBHFNFOU� *OGPSNBUJPO� 4ZTUFN�
	(*'.*4
�UP�SFQMBDF�UIF�FSTUXIJMF�#VEHFU�BOE�1VCMJD�&YQFOEJUVSF�.BOBHFNFOU�4ZTUFN�	#1&.4
�
XIJDI�IBE�TUBMMFE�BU�UIF�QJMPU�TUBHF�VOEFS�UIF�GPSNFS�HPWFSONFOU��

5IPVHI�OFDFTTBSZ�BOE�CFOFmDJBM�UIFTF�SFGPSNT�XFSF�OPU�TVGmDJFOU�UP�QSFWFOU�OFX�BSSFBST�GSPN�
CFJOH�JODVSSFE�JO������������5IF�TIPSUGBMMT�JO�SFWFOVF�BOE�HSBOUT�JO������BOE������VOEFSNJOFE�
UIF� SFMBUJWFMZ� JNQSPWFE� FYQFOEJUVSF� DPOUSPM� EVSJOH� UIJT� QFSJPE� DBVTJOH� BSSFBST� UP� CF�
BDDVNVMBUFE��5IF�JNQMFNFOUBUJPO�PG�UIF�4JOHMF�4QJOF�1BZ�1PMJDZ�GSPN������BMTP�XFJHIFE�IFBWJMZ�
PO�mTDBM�NBOBHFNFOU�BT�JU�MFE�UP�B�IVHF�SJTF�JO�UIF�XBHF�CJMM�XIJMF�UIF�SFUSPBDUJWF�TBMBSZ�BXBSET�
DSFBUFE�B�MBSHF�TUPDL�PG�XBHF�BSSFBST��5IF�(*'.*4�QSPKFDU�BMTP�DPOGSPOUFE�JOJUJBM�mOBODJBM�BOE�
PQFSBUJPOBM�DIBMMFOHFT�XIJDI�EFMBZFE�JUT�SPMM�PVU�BOE�GVMM�JNQMFNFOUBUJPO�
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  The Ministry of Finance did not address a formal request to reconcile this discrepancy.

Developments in Arrears Management in 2012JW�
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5IFSF�BSF�BMTP�EJGGFSFODFT�CFUXFFO�FOE������TUPDL�PG�BSSFBST�EBUB�GSPN�UIF�.JOJTUSZ�PG�'JOBODF�T�
�����#VEHFU�'SBNFXPSL�1BQFS�XIJDI�XBT�JTTVFE�JOUFSOBMMZ�PO�+BOVBSZ���������UP�JOGPSN�UIF�
QSFQBSBUJPO�PG�UIF������CVEHFU�BOE�mHVSFT�JO�5IF�"SSFBST�$MFBSBODF�4USBUFHZ�EPDVNFOU��*O�UIF�
GPSNFS�EPDVNFOU�UIF�PVUTUBOEJOH�TUPDL�PG�BSSFBST�JO������UIBU�XBT�FYQFDUFE�UP�CF�DBSSJFE�PWFS�
UP������XBT�()����CJMMJPO�	5BCMF���
�XIFSFBT�JO�UIF�MBUUFS�EPDVNFOU�UIF�PVUTUBOEJOH�TUPDL�GPS�
UIF�TBNF�QFSJPE�XBT�TUBUFE�BT�()����CJMMJPO� 	5BCMF���
��"NPOH� UIF�BSSFBST� JEFOUJmFE� JO� UIF�
#VEHFU�'SBNFXPSL�1BQFS�XFSF�PVUTUBOEJOH�CJMMT� UPUBMMJOH�()������NJMMJPO�XIJDI�XFSF�CFJOH�
IFME�BU�UIF�.JOJTUSZ�PG�'JOBODF�BOE�UIF�$POUSPMMFS�BOE�"DDPVOUBOU�(FOFSBM�T�%FQBSUNFOU�	$"(%
�
CVU�XFSF�OPU�SFQPSUFE�JO�5IF�"SSFBST�$MFBSBODF�4USBUFHZ�EPDVNFOU�
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;HISL��!�)\KNL[LK�HUK�(J[\HS�,_WLUKP[\YL�VU�(YYLHYZ��������./݈�TPSSPVU�

Breakdown of Arrears

&��7RWDO�$UUHDUV��$�%�� ������������������������� ���������������������������� ��������������� �������

0HPRUDQGXP�,WHP
7RWDO�1RQ�:DJH�$UUHDUV
                

2012 

%XGJHW�
(VWLPDWHV

2012 

Revised 

%XGJHW

2012 

$FWXDO
Deviation: 

$FWXDO�Y�
Revised

Deviation

 in Percent

B. Non-Road Arrears

o/w Wage Arrears

���������'$&)
���������*(7)XQG
���������2WKHU�GHIHUUHG�SD\PHQWV

1,141.0

991.0

0

0

150.0

2,233.8

991.0

0

38.8

1,204.0

3,306.3

1,872.0

0

38.8

1,395.4

1,072.5

881.0

0

0

191.4

48.0%

88.9%

0%

0%

15.9%

A. Road Arrears                                 250.0    250.0              359.8         109.8  43.9%

400.0         1,492.8            1,794.1    301.3           20.2%

4PVSDF��(PWFSONFOU�PG�(IBOB�#VEHFU�BOE�4VQQMFNFOUBSZ�#VEHFU�4UBUFNFOUT�	����������


4PVSDF��.JOJTUSZ�PG�'JOBODF�	5IF�"SSFBST�$MFBSBODF�4USBUFHZ�SFUSJFWFE�PO�.BZ���������BU�
IUUQ���XXX�NPGFQ�HPW�HI� R�OFXT�������
�B��*ODMVEFT�()����NJMMJPO�FRVJUZ�JOKFDUJPO�JOUP�503�
C��&YDMVEFT�XBHF�BSSFBST�QBZNFOUT

;HISL� !�(YYLHYZ�7H`TLU[Z�HUK�:LJ\YP[PaH[PVUZ����� �����./݈�TPSSPVU�

,WHP� ���������������                  2009               2010            2011              2012

3D\PHQWV� ������������������������� �����������  996.2           1,505.2              420.8

6HFXULWL]DWLRQ� ������������������������� ������������������������������ -           796.0              203.1

Ea
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5IFSF�XFSF�GVSUIFS�DPOGPVOEJOH�EFWFMPQNFOUT�JO�SFQPSUFE�FYQFOEJUVSF�PO�BSSFBST�JO�������5BCMF�
���TIPXT�HPWFSONFOU�SFWFOVF�BOE�HSBOUT�FYQFOEJUVSF�BSSFBST�DMFBSBODF�BOE�CVEHFU�EFmDJU�
PVUUVSOT�GPS�UIF�mSTU� UISFF�RVBSUFST�PG������BT�QVCMJTIFE�CZ�UIF�.JOJTUSZ�PG�'JOBODF�JO�UIF�MBTU�
RVBSUFS�PG�������"DDPSEJOH�UP�UIF�UBCMF�BSSFBST�QBJE�JO�UIF�mSTU�UISFF�RVBSUFST�XBT�()2.3 billion, 

PG�XIJDI�()����CJMMJPO�XBT�FYQFOEJUVSF�PO�XBHF�BSSFBST��5PUBM�FYQFOEJUVSF� JODMVEJOH�BSSFBST�
DMFBSBODF�XBT�()�����CJMMJPO�XJUI�B�CVEHFU�EFmDJU�PG�()����CJMMJPO�PS�����QFSDFOU�PG�(%1��

4PVSDF��.JOJTUSZ�PG�'JOBODF�	#VEHFU�'SBNFXPSL�1BQFS�+BOVBSZ�����


;HISL���!�,UK������6\[Z[HUKPUN�.V]LYUTLU[�,_WLUKP[\YL�(YYLHYZ��0�

Item  

Road Arrears

Non-Road Arrears

R�Z�2XWVWDQGLQJ�ELOOV�DW�&$*'
���������2XWVWDQGLQJ�ELOOV�DW�0R)(3
���������,QGHEWHGQHVV�WR�XWLOLW\�FRPSDQLHV
���������6RFLDO�6HFXULW\
���������)XHO�VXEVLGLHV
���������'$&)��*(7)XQG��1+)
���������&RFRERG
���������'RPHVWLF�LQWHUHVW
���������3URPLVVRU\�QRWHV�LVVXHG�IRU�ZDVWH�PDQDJHPHQW
���������6LQJOH�6SLQH�ZDJH�DUUHDUV
���������6WRFN�RI�DUUHDUV�IURP����������
7RWDO�5RDG�DQG�1RQ�5RDG�$UUHDUV
% of GDP

250.0

5,110.4

510.0

474.6

249.2

363.4

360.0

454.4

857.6

223.4

270.4

42.0

1,305.8

5,360.4

7.1

$PRXQW��*+P�

4PVSDF��.JOJTUSZ�PG�'JOBODF�	5IF�"SSFBST�$MFBSBODF�4USBUFHZ�SFUSJFWFE�PO�.BZ���������BU�
IUUQ���XXX�NPGFQ�HPW�HI� R�OFXT�������


;HISL���!�,UK������6\[Z[HUKPUN�.V]LYUTLU[�,_WLUKP[\YL�(YYLHYZ��00�

Item  

(QHUJ\
,QWHUHVW�3D\PHQWV
*(7)XQG��'$&)��1+)
Utilities 

Others

62(V
R�Z�725
          VRA

����������%267
����������&RFRERG
7RWDO�6WRFN�RI�$UUHDUV
% of GDP

359.8

223.4

300.0

333.0

258.5

862.0

304.2

149.9

49.4

358.5

2,336.7

3.1

$PRXQW��*+P�
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5BCMF����TIPXT�UIF�mTDBM�PVUUVSO�GPS�UIF�XIPMF�PG������PO�B�RVBSUFSMZ�CBTJT��5IJT�JOGPSNBUJPO�XBT�
QVCMJTIFE�JO�UIF�mSTU�RVBSUFS�PG�������*U�TIPXT�UIBU�BMNPTU�BMM�UIF�JOEJDBUPST�GPS�UIF�mSTU�UP�UIJSE�
RVBSUFST�PG������XIJDI�IBE�CFFO�QVCMJTIFE�FBSMJFS�JO������XFSF�SFWJTFE�TJHOJmDBOUMZ�XIFO�UIF�
GVMM�ZFBS� SFTVMUT� XFSF� SFQPSUFE� JO� ������ *O� UIF� SFWJTFE� EBUB� BSSFBST� DMFBSFE� JO� UIF� mSTU� UISFF�
RVBSUFST�XBT�()����CJMMJPO�B�EJGGFSFODF�PG�NPSF�UIBO�()����NJMMJPO�PS����QFSDFOU�PWFS�UIF�
FBSMJFS�SFQPSUFE�mHVSF�PG�()2.3 billion. The additional reported arrears payments represented 

���QFSDFOU�PG�UIF�UPUBM�BEKVTUNFOU�PG�()����CJMMJPO�XIJDI�XBT�NBEF�UP�UPUBM�FYQFOEJUVSF�JO�UIF�
mSTU�UISFF�RVBSUFST�PG�������5IF�CVEHFU�EFmDJU�GPS�UIF�mSTU�UISFF�RVBSUFST�XBT�BEKVTUFE�VQXBSET�
CZ�()������NJMMJPO�PS������QFSDFOU�UP�()����CJMMJPO�BO�JODSFBTF�PG�����QFSDFOU�PG�(%1��

4PVSDF��.JOJTUSZ�PG�'JOBODF�<1VCMJTIFE�EVSJOH�MBTU�RVBSUFS�PG�����>

;HISL���!�.V]LYUTLU[�VM�.OHUH�-PZJHS�6\[[\YU��8��8��������./݈�TPSSPVU�

;HISL���!�.V]LYUTLU[�VM�.OHUH�-PZJHS�6\[[\YU��8��8��������./݈�TPSSPVU�

Indicator
7RWDO�5HYHQXH�DQG�*UDQWV
7RWDO�([SHQGLWXUH��([FOXGLQJ�$UUHDUV�
&OHDUDQFH�DQG�7D[�5HIXQGV�
Arrears Clearance

o/w Road arrears

        Wages

��������'$&)
��������*(7)XQG
        Others

7D[�5HIXQGV
7RWDO�([SHQGLWXUH��$UUHDUV�&OHDUDQFH
�DQG�7D[�5HIXQGV
%XGJHW�'HILFLW
% of GDP

Q1
3,705.0

3,915.9

1,310.5

0

380.7

0

38.8

891.0

40.9

5,267.3

978.9

1.4%

Q2
3,887.0

4,458.8

667.9

0

667.9

0

0

0

34.5

5,161.2

2,739.6

3.8%

Q3
3,531.2

5,041.2

285.7

0

83.4

0

0

202.3

15.2

5,342.1

1,369.0

1.9%

Q1-Q3
11,123.1

13,415.9

2,264.1

0

1,132.0

0

38.8

1,093.3

90.6

15,770.6

5,087.5

7.1%

4PVSDF��.JOJTUSZ�PG�'JOBODF�<1VCMJTIFE�EVSJOH�mSTU�RVBSUFS�PG�����>

,QGLFDWRU
7RWDO�5HYHQXH�DQG�*UDQWV
7RWDO�([SHQGLWXUH��([FOXGLQJ�
$UUHDUV�DQG�7D[�5HIXQGV�
Arrears Clearance

o/w Road arrears

        Wages

��������'$&)
��������*(7)XQG
        Others

7D[�5HIXQGV
7RWDO�([SHQGLWXUH��$UUHDUV�
&OHDUDQFH�DQG�7D[�5HIXQGV
%XGJHW�'HILFLW
% of GDP

Q1

3,924.8

4,321.4

1,461.2

0

480.1

0

38.8

942.4

40.9

5,823.5

1,056.6

1.5%

Q2

4,146.6

4,663.1

877.3

0

862.3

0

0

15

39.5

5,579.9

2,872.1

4.0%

Q3

3,722.3

4,910.5

536.2

0

333.8

0

0

202.3

40.6

5,487.3

1,679.2

2.3%

Q1-Q3

11,793.6

13,895.0

2,874.7

0

1,676.2

0

38.8

1,141.7

121.0

16,890.7

5,607.9

7.8%

Q4

4,874.8

6,694.7

791.4

359.8

195.9

0

0

595.5

42.7

7,528.8

3,107.5

4.3%

Q1-Q4

16,668.4

20,589.7

3,666.1

359.8

1,872.0

0

38.8

1,737.2

163.7

24,419.5

8,715.4

12.1%
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5IFTF�XJEF�SFWJTJPOT�JO�BSSFBST�QBZNFOUT�EBUB�BOE�UIF�DPOnJDUJOH�TUPDL�mHVSFT�QPJOU�UP�TFSJPVT�
NFBTVSFNFOU� BOE� SFQPSUJOH� JTTVFT� UIBU� IBWF� DBTU� B� TIBEPX� PG� PQBDJUZ� PO� UIF� FWPMVUJPO� PG�
FYQFOEJUVSF� BSSFBST� GSPN� ����� NBLJOH� JU� EJGmDVMU� UP� HBVHF� UIF� TVDDFTT� PG� UIF� HPWFSONFOU�T�
BSSFBST�NBOBHFNFOU�QSPHSBN�TJODF�UIBU�QFSJPE��5IF�DPOnJDUJOH�EBUB�BMTP�IJOU�BU�UIF�QSPCMFNT�
XIJDI�BSJTF�CFDBVTF�UIF�HPWFSONFOU�EPFT�OPU�IBWF�BOE�EPFT�OPU�BQQMZ�B�mYFE�EFmOJUJPO�PG�
arrears.

5IF� CBDLESPQ� UP� mTDBM� NBOBHFNFOU� JO� ����� XBT� B� MBSHF� CVEHFU� EFmDJU������ QFSDFOU� PG�
(%1�SFDPSEFE�JO������EVF�UP�FYQBOTJPOBSZ�mTDBM�QPMJDJFT�BOE�OFX�QBZNFOU�BSSFBST�DBVTFE�CZ�
B�TVCTUBOUJBM�XFBLFOJOH�PG�FYQFOEJUVSF�DPOUSPMT��5IF�BNPVOU�PG�UIFTF�OFX�BSSFBST�BDDPSEJOH�UP�
UIF������#VEHFU�'SBNFXPSL�1BQFS�XBT�()����CJMMJPO��"EEJOH�UIJT�mHVSF�UP�PVUTUBOEJOH�BSSFBST�
GSPN� ���������� PG�()���� CJMMJPO� UIF� #VEHFU� 'SBNFXPSL� 1BQFS� FTUJNBUFE� UIF� UPUBM� TUPDL� PG�
BSSFBST� BT� BU� FOE������ UP� CF�()����CJMMJPO� SFQSFTFOUJOH� ���� QFSDFOU� PG�(%1��"T�QSFWJPVTMZ�
TIPXO� PUIFS� EBUB� GSPN� UIF�.JOJTUSZ� PG� 'JOBODF�QVU� UIF� FOE������ TUPDL� PG� BSSFBST� BU�()2.3 

CJMMJPO� FRVJWBMFOU� UP� ���� QFSDFOU� PG� (%1�� 8IBU� UIF� BDUVBM� TUPDL� PG� BSSFBST� XBT� JT� UIFSFGPSF�
uncertain. 

.FBOXIJMF�mTDBM�NBOBHFNFOU� JO�����������IBT�CFFO�DIBSBDUFSJ[FE�CZ� UIF�QBZNFOU�PG�IVHF�
BSSFBST�BOE�BEEJUJPOBM�BSSFBST�DSFBUJPO�FTQFDJBMMZ� JO������BOE������� *O������ UIF�HPWFSONFOU�
TQFOU�()����CJMMJPO�	����QFSDFOU�PG�UPUBM�FYQFOEJUVSF�BOE�����QFSDFOU�PG�(%1
�UP�DMFBS�BSSFBST�
IBMG�PG�JU�UP�TFUUMF�EFGFSSFE�XBHFT�	5BCMF���
����.FBOXIJMF�OFX�BSSFBST�XFSF�BDDVNVMBUFE�JO�UIF�
ZFBS� NPTUMZ� PO� BDDPVOU� PG� BO� BDVUF� VOEFSQFSGPSNBODF� PG� mTDBM� SFWFOVFT� XIJDI� XBT� OPU�
BEFRVBUFMZ� NJUJHBUFE� CZ� FYQFOEJUVSF� SFTUSBJOU�� "QQSFDJBCMF� TIPSUGBMMT� JO� USBOTGFST� UP� TUBUVUPSZ�
GVOET� QBSUJDVMBSMZ� UIF�(&5'VOE� %"$'� BOE� TPDJBM� TFDVSJUZ� GVOE� MFE� UP� UIF� CVJME�VQ� PG�NPSF�
BSSFBST�UP�UIFTF�GVOET��*O������UIFSF�XBT�QBSU�DMFBSBODF�PG�BSSFBST�UP�(&5'VOE�BOE�%"$'�XIJMF�
BSSFBST�UP�UIF�TPDJBM�TFDVSJUZ�GVOE�PG�()����NJMMJPO�	����QFSDFOU�PG�(%1
�XFSF�TFDVSJUJ[FE��"O�
BNPVOU�PG�()������NJMMJPO�XBT�BMTP�VTFE�UP�TFUUMF�XBHF�BSSFBST��*O�UPUBM�DBTI�BSSFBST�DMFBSBODF�
JO� ����� TUPPE� BU� ()���� CJMMJPO� FRVBM� UP� ���� QFSDFOU� PG� UPUBM� FYQFOEJUVSF�� #VU� OFX� BSSFBST�
DPOUJOVFE� UP� SFDVS� JODMVEJOH� PO� FOFSHZ� TVCTJEJFT� XIJDI� IBE� CFFO� DVU� BGUFS� ����� CVU� OPU�
DPNQMFUFMZ�FMJNJOBUFE�BOE�TUBUVUPSZ�GVOE�PCMJHBUJPOT��"T�JO������MPXFS�UIBO�CVEHFUFE�SFWFOVF�
XIJDI�XBT�OPU�TVGmDJFOUMZ�PGGTFU�CZ�SFEVDFE�FYQFOEJUVSF�DPOUSJCVUFE�UP�UIF�CVJME�VQ�JO�BSSFBST�

*O�"QSJM������UIF�HPWFSONFOU�FTUJNBUFE�JUT�UPUBM�TUPDL�PG�BSSFBST�BT�BU�FOE������UP�CF�()6.2 

CJMMJPO�	����QFSDFOU�PG�(%1
��5IF�CVML�PG�UIFTF�XBT�DPODFOUSBUFE�JO�UIF�40&T�BOE�TUBUVUPSZ�GVOET�
	*.'�"QSJM�����
��5IF�BSSFBST�BMTP�JODMVEFE�BVEJUFE�QFUSPMFVN�TVCTJEZ�BSSFBST�PXFE�UP�QSJWBUF�
TFDUPS�CVML�PJM�EJTUSJCVUJPO�DPNQBOJFT�	#%$T
���6OEFS�B�OFX�TUSBUFHZ�PVUMJOFE�JO�UIF�HPWFSONFOU�T�
POHPJOH�mOBODJBM�BOE�FDPOPNJD�QSPHSBN�XJUI�UIF�*.'�UIF�BSSFBST�BSF�QMBOOFE�UP�CF�DMFBSFE�PWFS�
��������XJUI�BO�BEEJUJPOBM�QSPHSBN�SFRVJSFNFOU�UIBU�OP�OFX�BSSFBST�CF�BDDVNVMBUFE�XJUIJO�UIF�
QFSJPE��5IF�HPWFSONFOU�IBT�BMTP�DPNNJUUFE�UP�TUSVDUVSBM�mTDBM�SFGPSNT�UP�TUFN�UIF�SFDVSSFODF�PG�
BSSFBST��"U�UIF�DPSF�PG�UIF�SFGPSNT�JT�UIF�QBTTBHF�PG�B�OFX�QVCMJD�mOBODJBM�NBOBHFNFOU�MBX�XJUI�
QSPWJTJPOT� UP� TUSFOHUIFO� CVEHFU� GPSNVMBUJPO� BOE� FYFDVUJPO�� JNQSPWF� USFBTVSZ� NBOBHFNFOU�
BDDPVOUJOH� BOE� SFQPSUJOH�� BOE� TQFDJGZ� TBODUJPOT� BHBJOTU� QVCMJD� PGmDJBMT� GPS� CSFBDIFT� PG� UIF�
MFHJTMBUJPO�BOE�HFOFSBM�mOBODJBM�NJTDPOEVDU�������   

19

20

21

The government had initially disputed part of the BDCs’ claims for foreign exchange and underpricing losses related to past petroleum  
subsidies and had excluded these claims from its arrears. 

20

21

None of the published data on arrears outstanding as at end-2012 indicated the existence of a large quantity of wage arrears. It is difficult,  
therefore, to reconcile the wage arrears clearance in 2013 with any stock data on arrears, bringing to the fore, once again, concerns about the 
credibility of arrears stock and clearance information published by the Ministry of Finance.

  The new legislation, Public Financial Management Act (Act 921, 2016), was passed in August 2016.

19

������.BOBHFNFOU�%VSJOH����������
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;HISL���!�(YYLHYZ�*SLHYHUJL����������
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0OF�PG�UIF�NBJO�MFTTPOT�GSPN�QBTU�SFGPSN�FGGPSUT�XIJDI�DBO�CF�BQQMJFE�UP�UIJT�MBUFTU�BUUFNQU�JT�UIBU�
BMUIPVHI� BO� JNQSPWFE� MFHBM� GSBNFXPSL� JT� DSJUJDBM� GPS� BEESFTTJOH�QVCMJD� mOBODJBM�NBOBHFNFOU�
GBJMVSFT�SFGPSNT�EP�OPU�TVDDFFE�XJUIPVU�TVTUBJOFE�QPMJUJDBM�DPNNJUNFOU�BOE�SJHPSPVT�JNQMFNFO-

UBUJPO�PG�UIF�JNQSPWFE�MFHJTMBUJPO�BOE�QPMJDJFT�

       Item
7RWDO�$UUHDUV�3D\PHQWV��*+P�
o/w Road arrears

         Non-road arrears

         o/w Wage arrears

������������������*(7)XQG
������������������'$&)
������������������2WKHU�GHIHUUHG�SD\PHQWV
$UUHDUV�3D\PHQWV�DV���RI�7RWDO�([S�
$UUHDUV�3D\PHQWV�DV���RI�*'3
0HPRUDQGXP�,WHP
<HDU�(QG�2XWVWDQGLQJ�6WRFN�RI�$UUHDUV��*+EQ�

2013
2,170.9

205.1

1,965.8

1,065.0

0

0

900.8

7.3

2.3

-

2014
3,166.2*

231.7

2,934.5

567.6

476.1

360.2

1,530.6

8.9

2.8

6.2

2015
2,698.7

549.6

2,149.1

805.7

100.4

441.9

801.1

6.7

1.9

-

5.0 Observations 

5IF�EJTDVTTJPO�TP�GBS�IBT�CSPVHIU�GPSXBSE�B�OVNCFS�PG�LFZ�JTTVFT�BTTPDJBUFE�XJUI�UIF�QSPCMFN�PG�
BSSFBST� JO� (IBOB�� 5IF� mSTU� DPODFSOT� EFmOJUJPOBM� BOE� NFBTVSFNFOU� EJGmDVMUJFT� UIBU� DBMM� JOUP�
RVFTUJPO�UIF�JOUFHSJUZ�PG�TPNF�PG�UIF�BSSFBST�EBUB�BOE�JOWJUF�B�CJU�PG�DBVUJPO�XIFO�BQQSBJTJOH�UIFN��
5IF�TFDPOE�JT�UIF�TFFNJOH�JOUSBDUBCJMJUZ�PG�UIF�BSSFBST�QSPCMFN�BT�JU�IBT�CFFO�TIPXO�UIBU�EFTQJUF�
past efforts to eradicate it, the problem has not only been recurring but increasing in recent years, 

XJUI� UIF� HPWFSONFOU� TUJMM� QMBOOJOH� UP� SFUJSF� ()4.6 billion in arrears during 2016-2017 (See 

(PWFSONFOU�PG�(IBOB�#VEHFU�4UBUFNFOU�BOE�&DPOPNJD�1PMJDZ�GPS�UIF������'JOBODJBM�:FBS
��5IJT�
MFBET� UP� UIF� UIJSE� JNQPSUBOU� JTTVF� XIJDI� IBT� UP� EP� XJUI� UIF� OFFE� GPS� DPNQSFIFOTJWF� QVCMJD�
mOBODJBM� NBOBHFNFOU� SFGPSNT� UP� BEESFTT� UIF� GVOEBNFOUBM� GBDUPST� CFIJOE� UIF� SFDVSSFODF� PG�
FYQFOEJUVSF�BSSFBST��

4PVSDF��.JOJTUSZ�PG�'JOBODF�*.'�	"QSJM�����
��&YDMVEFT�TFDVSJUJ[FE�44/*5�BSSFBST�PG�()914m

"T�OPUFE�JO�4FDUJPO���UIF�MBDL�PG�B�DMFBS�EFmOJUJPO�UIBU�JT�BQQMJFE�DPOTJTUFOUMZ�UP�EFTDSJCF�BOE�
NFBTVSF�UIF�TUPDL�PG�BSSFBST� JT�BO�PCTUBDMF�UP�PCUBJOJOH�BDDVSBUF�EBUB�PO�UIF�QSPCMFN��*U�BMTP�
NFBOT�UIBU�BOZ�DPNQBSJTPO�PG�BSSFBST�EBUB�PWFS�TFWFSBM�QFSJPET�XPVME�IBWF�UP�CF�RVBMJmFE�CZ�
SFGFSFODF�UP�UIF�VOEFSMZJOH�EFmOJUJPOT�BOE�TDPQF�PG�DPWFSBHF�XIJDI�NBZ�EJGGFS�BDSPTT�UJNF��'PS�
JOTUBODF�BGUFS������UIF�DPWFSBHF�PG�BSSFBST�XBT�FYQBOEFE�UP�JODMVEF�DFSUBJO�40&�PCMJHBUJPOT�
XIJDI�XBT�OPU� UIF�DBTF�QSFWJPVTMZ��5IJT�DPOUSJCVUFE� UP� UIF�FTDBMBUJPO� JO� JEFOUJmFE�BSSFBST�BOE�
DPSSFTQPOEJOH�HSPXUI�JO�QBZNFOUT�
 

"OPUIFS�SJTL�JO�OPU�IBWJOH�B�DPOTJTUFOU�PS�USBOTQBSFOU�EFmOJUJPO�JT�UIBU�PGmDJBM�BSSFBST�EBUB�DPVME�
QPUFOUJBMMZ�PWFSTUBUF�PS�VOEFSTUBUF�UIF�SFBM�TJ[F�PG�UIF�QSPCMFN��5IJT�BQQFBST�UP�CF�UIF�DBTF�XJUI�
UIF������BSSFBST�DMFBSBODF�XIJDI�IBT�CFFO�SFQPSUFE�BT�UXP�EJGGFSFOU�BNPVOUT�()3.7 billion 

BOE�()������NJMMJPO��*G�JOEFFE�BDDVSBUF�UIF�IJHIFS�mHVSF�PG�()����CJMMJPO�BHBJOTU�B�TUPDL�

5.1 Definitional and Measurement Issues
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PVUTUBOEJOH�BU�FOE������PG�()����CJMMJPO�	TFF�5BCMF��
�XPVME�TVHHFTU�UIBU�UIF�BDUVBM�TUPDL�PG�
BSSFBST�PVUTUBOEJOH�BU�FOE������XBT�VOEFSTUBUFE��0O�UIF�DPOUSBSZ�UIF�MPXFS�mHVSF�PG�()������
NJMMJPO�JOEJDBUFT�QBSBMMFM�SFQPSUJOH�UIBU�SBJTFT�EPVCUT�BCPVU�XIFUIFS�UIF�QVSQPSUFE�()3.7 billion 

BSSFBST�DMFBSBODF�JO������SFQSFTFOUT�UIF�USVF�BSSFBST�FYQFOEJUVSF�JO�UIBU�ZFBS�

$POUSBEJDUPSZ� SFQPSUT�PO� UIF�FOE������TUPDL�PG�BSSFBST� 	TFF�5BCMFT����BOE���
�BT�XFMM�BT� UIF�
JOBCJMJUZ�UP�SFDPODJMF�DFSUBJO�QPTU������BSSFBST�QBZNFOUT�GPS�FYBNQMF�PO�XBHFT�XJUI�QSF�FYJTU-
JOH�TUPDL�EBUB�BMTP�IJOU�BU�QFSTJTUJOH�JODPOTJTUFODJFT�JO�UIF�NFBTVSFNFOU�BOE�SFQPSUJOH�PG�BSSFBST�
JOIJCJUJOH�BO�BDDVSBUF�BTTFTTNFOU�PG�IPX�BDUVBM�BSSFBST�IBWF�FWPMWFE�BGUFS������
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5IF�TFDPOE�LFZ�PCTFSWBUJPO� GSPN�UIJT�QBQFS� JT� UIBU�QBZNFOU�BSSFBST�IBWF�CFDPNF�SPVUJOF�BOE�
QFSWBTJWF�JO�UIF�QVCMJD�mOBODJBM�NBOBHFNFOU�TZTUFN�BOE�IBWF�SJTFO�TVCTUBOUJBMMZ�JO�SFDFOU�ZFBST��
&WFSZ�mOBODJBM�ZFBS�TJODF������IBT�FOEFE�XJUI�UIF�BDDVNVMBUJPO�BOE�QBZNFOU�PG�TPNF�BSSFBST��*O�
BEEJUJPO�WJSUVBMMZ�BMM�DBUFHPSJFT�PG�HPWFSONFOU�FYQFOEJUVSF�XBHFT� USBOTGFST�BOE�HSBOUT�EFCU�
TFSWJDF�HPPET�BOE�TFSWJDFT�BOE�JOWFTUNFOU�PS�BTTFUT�IBWF�TVGGFSFE�GSPN�BSSFBST�PWFS�UIF�ZFBST��
5IJT�JT�JO�TQJUF�PG�TFWFSBM�BDUJPOT�UBLFO�UP�EFBM�XJUI�UIF�BSSFBST�QSPCMFN��*U�XPVME�UIFSFGPSF�BQQFBS�
UIBU�UIF�QSPCMFN�IBT�CFDPNF�JOUSBDUBCMF�PS�UIBU�BSSFBST�IBWF�HBJOFE�BDDFQUBCJMJUZ�BNPOH�PGmDJBMT�
BT�B�OPSNBM�PVUDPNF�PG�UIF�FYQFOEJUVSF�QSPDFTT�

"SSFBST�QBZNFOU�XIJDI�PGUFO�SFnFDUT�UIF�TJ[F�PG�QBTU�BDDVNVMBUFE�BSSFBST�IBT�BMTP�JODSFBTFE�
DPOTJEFSBCMZ�TJODF�UIF�FOE�PG������NBLJOH�JU�B�TUSPOH�ESJWFS�PG�HPWFSONFOU�FYQFOEJUVSF�JO�SFDFOU�
ZFBST��5PUBM�BSSFBST�QBJE�EVSJOH�����������XBT�()����CJMMJPO��XIJDI�XBT�DPOTJEFSBCMZ�CJHHFS�
UIBO� UIF�QBZNFOUT� JO�����������BOE�����������XIJDI�XFSF�()������NJMMJPO�BOE�()379.1 

NJMMJPO�SFTQFDUJWFMZ��5IF�QPSUJPO�PG�HPWFSONFOU�FYQFOEJUVSF�XIJDI�XFOU� JOUP�SFUJSJOH�BSSFBST�XBT�
BMTP� TJHOJmDBOUMZ� IJHIFS� JO� ���������� BU� ����� QFSDFOU� PG� UPUBM� TQFOEJOH� DPNQBSFE� XJUI� ����
QFSDFOU�JO�����������BOE�����QFSDFOU�JO������������*O�UFSNT�PG�(%1�UIF�HPWFSONFOU�TQFOU�UISFF�
UJNFT� NPSF� EVSJOH� ���������� UP� QBZ� BSSFBST� UIBO� JO� ���������� BOE� TJY� UJNFT� NPSF� UIBO� JO�
����������

*O�TQJUF�PG�UIJT�IVHF�BSSFBST�MJRVJEBUJPO�CFUXFFO������BOE������FYQFOEJUVSF�PO�BSSFBST�SFNBJOFE�
BU�B�IJHI�MFWFM�BGUFS������XJUI�B�UPUBM�PG�()����CJMMJPO�QBJE�JO����������5IJT�XBT�FRVJWBMFOU�UP�����
QFSDFOU�PG�UPUBM�HPWFSONFOU�FYQFOEJUVSF�BOE�����QFSDFOU�PG�(%1�JO�UIF�TBNF�QFSJPE��%FTQJUF�UIFTF�
SBUJPT�CFJOH�MPXFS�UIBO�JO�����������UIF�MFWFMT�SFNBJO�TJHOJmDBOUMZ�IJHIFS�UIBO�CFGPSF�������

"MUIPVHI�UXP�QPMJDZ�DIBOHFT�UIF�JODMVTJPO�PG�40&�MJBCJMJUJFT�JO�BSSFBST�BOE�UIF�OFX�QVCMJD�TFDUPS�
XBHF�QPMJDZ�DPOUSJCVUFE�UP�UIF�TVCTUBOUJBM�BSSFBST�QBZNFOUT�JO�����������XIFO�UIF�mHVSFT�BSF�
BEKVTUFE�UP�FYDMVEF�UIFTF�DPNQPOFOUT�	TFF�'JHVSF��
� UIF�QJDUVSF�UIBU�TUJMM�FNFSHFT�JT�POF�PG�B�
TIBSQ�JODSFBTF�JO�FYQFOEJUVSF�PO�BSSFBST�CPUI�JO�OPNJOBM�UFSNT�BOE�SFMBUJWF�UP�UPUBM�HPWFSONFOU�
FYQFOEJUVSF�BOE�OBUJPOBM�JODPNF�EVSJOH�UIF�QFSJPE��

*U�JT�UIVT�DMFBS�UIBU�UIF�JODVSSFODF�BOE�DMFBSBODF�PG�BSSFBST�SFBDIFE�TJHOJmDBOU�OFX�IFJHIUT�BGUFS�
�����BOE�UIBU�SFMBUJWF�UP�FBSMJFS�UJNFT�BSSFBST�QBZNFOUT�DPOUSJCVUFE�NPSF�TVCTUBOUJBMMZ�UP�PWFSBMM�
HPWFSONFOU�FYQFOEJUVSF�EVSJOH�UIJT�QFSJPE��
 

5.2 The Seeming Intractability of the Arrears Problem

22

   The 2012 figure used in the calculation is the GH3.7 billion reported in the 2013 budget statement. If the competing figure of GH420.8 
million is used, the total arrears paid in 2009-2012 comes to GH3.9 billion, which is still much larger than in the earlier periods. 

22 
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5IJT�QBQFS�IBT�EFNPOTUSBUFE�UIF�QSFWBMFODF�PG�FYQFOEJUVSF�BSSFBST�JO�HPWFSONFOU�mTDBM�PQFSB-

UJPOT�JO�(IBOB��*U�IBT�BMTP�TIPXO�UIF�SBQJE�HSPXUI�PG�BSSFBST�QBZNFOUT�BOE�JUT�DPOUSJCVUJPO�UP�
IJHI�BHHSFHBUF�HPWFSONFOU�FYQFOEJUVSF� JO�SFDFOU�ZFBST��1BZNFOU�BSSFBST�FWPMWFE�GSPN�CFJOH�
NPTUMZ� GPSFJHO� JO�OBUVSF� JO� UIF�����T���T� UP�QSFEPNJOBOUMZ�EPNFTUJD�BSSFBST�TJODF� UIF�����T��
%PNFTUJD�BSSFBST�XFSF�JOJUJBMMZ�DPOmOFE�UP�UIF�SPBE�TFDUPS�CVU�TQSFBE�UP�PUIFS�TFDUPST�GSPN�������
0WFS�UIF�ZFBST�BSSFBST�IBWF�OPU�CFFO�EFmOFE�JO�B�DPOTJTUFOU�NBOOFS�XJUI�UIF�FGGFDU�UIBU�UIF�
BSSFBST� JEFOUJmFE�BU�BOZ�QPJOU� JO� UJNF�NBZ�OPU�BMXBZT�SFnFDU� UIF�EFmOJUJPO�UIBU�XBT�QSFWJPVTMZ�
applied to the concept. 

5IJT�OPUXJUITUBOEJOH�BSSFBST�SPTF�UP�IJHIFS�QSPNJOFODF�BGUFS������XJUI�BQQSFDJBCMF�TUPDL�BOE�
DMFBSBODF�BNPVOUT�SFDPSEFE�JO������������4PNF�PG�UIFTF�XFSF�MFHBDZ�CJMMT�GSPN������BOE�DPO-

UJOHFOU�MJBCJMJUJFT�PG�UIF�HPWFSONFOU�UIBU�XFSF�XFJHIJOH�EPXO�UIF�PQFSBUJPOT�PG�TPNF�TUSBUFHJD�
40&T��5IF�USFOE�PG�IVHF�BSSFBST�DMFBSBODF�IBT�DPOUJOVFE�BGUFS������XJUI�UIF�PVUTUBOEJOH�TUPDL�
FTUJNBUFE�BU�()����CJMMJPO�JO������BOE�FYQFDUFE�UP�CF�SFUJSFE�PWFS�����������

(FOFSBMMZ�B�HPWFSONFOU�NBZ�TPNFUJNFT�BDDVNVMBUF�BSSFBST�UP�NBOBHF�UIF�JNQBDU�PG�B�TIPDL�UP�
JUT�SFWFOVFT�PS�UIF�NBSLFU�JO�XIJDI�JU�CPSSPXT��5IFTF�UFNQPSBSZ�BSSFBST�DBO�CF�TFUUMFE�PODF�UIJT�
TFUCBDL�JT�PWFSDPNF�PS�BT�CPSSPXJOH�DPOEJUJPOT�JNQSPWF��0O�UIF�DPOUSBSZ�SFDVSSJOH�BSSFBST�BT�
JT�UIF�DBTF�JO�(IBOB�TJHOBM�VOEFSMZJOH�XFBLOFTTFT�JO�QVCMJD�mOBODJBM�NBOBHFNFOU�JO�QBSUJDVMBS�
TIPSUDPNJOHT�JO�CVEHFUBSZ�QMBOOJOH�BOE�FYFDVUJPO�UIF�SFTPMVUJPO�PG�XIJDI�JT�FTTFOUJBM�UP�NBLF�
inroads into the problem.

"MUIPVHI�HPWFSONFOUT�JO�(IBOB�IBWF�JNQMFNFOUFE�SFGPSNT�UP�BEESFTT�UIFTF�XFBLOFTTFT�PWFS�
UIF�ZFBST�BSSFBST�IBWF�OPU�POMZ�QFSTJTUFE�CVU�BMTP�JODSFBTFE��5IJT�JT�EPXO�UP�UXP�NBJO�SFBTPOT��
UIF�SFGPSNT�UP�UIF�QVCMJD�mOBODJBM�NBOBHFNFOU�TZTUFN�IBWF�OPU�CFFO�DPNQSFIFOTJWF�BOE�JO�
NBOZ�DBTFT�TQFDJmD�SFGPSNT�XFSF�QBSUJBMMZ�PS�XFBLMZ� JNQMFNFOUFE�TPNFUJNFT�CFDBVTF� UIF�
SFRVJSFE�QPMJUJDBM�XJMM�BOE�TVQQPSU�XBT�OPU�TVTUBJOFE�MPOH�FOPVHI�GPS�UIF�SFGPSNT�UP�MBTU�

5XP� FYBNQMFT� DBO� CF� DJUFE�� 'JSTU� BMUIPVHI�NVMUJ�ZFBS� CVEHFUJOH�XBT� JOUSPEVDFE� JO� ����� UP�
FOBCMF�UIF�CVEHFU�UBLF�DPHOJ[BODF�PG�mOBODJBM�DPNNJUNFOUT�CFZPOE�B�TJOHMF�mOBODJBM�ZFBS�UIF�
TZTUFN�IBT�CFFO�QMBHVFE�CZ�QPPS�BOE�VOSFMJBCMF�NFEJVN�UFSN�FTUJNBUFT�XIJDI�PGUFO�NFBOT�
UIFSF�JT�JOBEFRVBUF�QSPWJTJPO�GPS�GVUVSF�FYQFOEJUVSF�DPNNJUNFOUT� JODSFBTJOH�UIF�QPTTJCJMJUZ�PG�
accumulating arrears on the obligations that mature from those commitments.

4FDPOE�UIF�MFHBM�GSBNFXPSL�GPS�QVCMJD�mOBODJBM�NBOBHFNFOU�XIJDI�XBT�TUSFOHUIFOFE�XJUI�UIF�
FOBDUNFOU�PG�UIF�'JOBODJBM�"ENJOJTUSBUJPO�"DU�BOE�JUT�BDDPNQBOZJOH�SFHVMBUJPOT�JO�����������
IBT�QSPWFO�JOBEFRVBUF�JO�DIFDLJOH�TPNF�PG�UIF�mOBODJBM�NBMQSBDUJDFT�TVDI�BT�JMMFHBM�BXBSEJOH�
PG�DPOUSBDUT�UIBU�HJWF� SJTF� UP�BSSFBST��5IJT� JT� MBSHFMZ�CFDBVTF� UIF� MFHJTMBUJPO�BOE� SFHVMBUJPOT�
XFSF�OPU�CBDLFE�CZ�B�TBODUJPOT�SFHJNF�UP�NBLF�UIFN�FGGFDUJWF�JO�DIFDLJOH�mOBODJBM�NJTDPOEVDU�

5IF� OFYU� TFDUJPO� DPODMVEFT� UIF�QBQFS�XJUI� QPMJDZ� SFDPNNFOEBUJPOT� UP� BEESFTT� TPNF�PG� UIF���
JEFOUJmFE�TIPSUDPNJOHT�UIBU�TFFN�UP�QFSQFUVBUF�BSSFBST�JO�(IBOB�
 

5.3 Lack of Durable and Comprehensive Public Financial Management Reforms

6.0 Conclusion and Policy Recommendations
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5IF�QMBO�CZ�UIF�HPWFSONFOU�UP�FMJNJOBUF�FYJTUJOH�BSSFBST�VTJOH�DBTI�QBZNFOUT�BOE�TFDVSJUJ[BUJPOT�
JT�BQQSPQSJBUF��)PXFWFS� UIFSF�TIPVME�CF�HSFBUFS� USBOTQBSFODZ�BCPVU� UIF�TUSBUFHZ� UISPVHI� UIF�
QSPWJTJPO�PG�BEFRVBUF�BOE�DPNQSFIFOTJWF�JOGPSNBUJPO�PO�BSSFBST�JO�UIF�CVEHFU��*O�BEEJUJPO�UP�
enhance the credibility of the data in the light of the inconsistencies pointed out in this paper, the 

TUBOEBSE�GPS�JEFOUJGZJOH�PS�NFBTVSJOH�BSSFBST�TIPVME�CF�NBEF�LOPXO��5IJT�XJMM�BTTJTU�B�NPSF�BDDV-

SBUF�BQQSBJTBM�PG�IPX�BSSFBST�IBWF�FWPMWFE�IPX�UIFZ�BSF�CFJOH�NBOBHFE�BOE�XIBU�XFBLOFTTFT�
may need to be addressed. 

.PSF�DSVDJBM�IPXFWFS�JT�UIF�OFFE�UP�UBDLMF�UIF�GVOEBNFOUBM�DBVTFT�PG�BSSFBST�XIJDI�BSF�TZTUFN-

JD�GBJMVSFT�JO�UIF�QVCMJD�mOBODJBM�NBOBHFNFOU�TZTUFN�JO�QBSUJDVMBS�B�XFBL�CVEHFUBSZ�GSBNFXPSL�
UIBU�NBLFT�BSSFBST�BO�BMNPTU� JOFWJUBCMF�PVUDPNF�PG�UIF�CVEHFU�FYFDVUJPO�QSPDFTT��5P�BDIJFWF�
UIJT�UIF�GPMMPXJOH�SFGPSNT�BSF�SFDPNNFOEFE�

3FGPSN�PG�UIF�CVEHFUBSZ�QSPDFTT�JT�B�LFZ�QSFSFRVJTJUF�GPS�QSFWFOUJOH�BSSFBST��"NPOH�PUIFST�UIF�
GPMMPXJOH�DSJUJDBM�TUFQT�NVTU�CF�UBLFO�

Formulation of realistic budgets: To stem the recurrence of arrears, the realism of the budget 

PVHIU�UP�CF�JNQSPWFE��"�DSFEJCMF�NBDSP�mTDBM�GSBNFXPSL�OFFET�UP�CF�JO�QMBDF�UP�QSPWJEF�UIF�
CBTJT� GPS� SPCVTU� GPSFDBTUT�PG�NBDSPFDPOPNJD�BOE�mTDBM� JOEJDBUPST� FTQFDJBMMZ�HPWFSONFOU�
SFWFOVF�BOE�FYQFOEJUVSFT��*NQSPWFE�IVNBO�SFTPVSDF�DBQBDJUZ�BOE�CFUUFS�GPSFDBTUJOH�UPPMT�
BSF�FTTFOUJBM�UP�FOIBODF�UIF�DSFEJCJMJUZ�PG�SFWFOVF�FTUJNBUFT��8JUI�SFHBSE�UP�FYQFOEJUVSF�UIF�
QSPKFDUJPOT� OFFE� UP� CF� EFUFSNJOFE� NPSF� SFBMJTUJDBMMZ� UISPVHI� BEFRVBUF� DPTUJOH� BOE�
CVEHFUJOH�GPS�.%"T��QSPHSBNT�BOE�QSPKFDUT�BOE�UJNFMZ�OFHPUJBUJPO�PG�QVCMJD�TFDUPS�XBHFT�UP�
FOTVSF�UIBU�UIF�GVMM�FYQFDUFE�DPTU�PG�DPNQFOTBUJPO�JT�JODPSQPSBUFE�JO�UIF�CVEHFU��*G�SFWFOVF�
BOE�FYQFOEJUVSF�GPSFDBTUT�BSF�CSPVHIU�DMPTFS�UP�SFBMJUZ�UIF�QSPCBCJMJUZ�PG�JODVSSJOH�PWFSSVOT�
BOE�BSSFBST�XPVME�CF�NJOJNJ[FE�HVBSBOUFFJOH�CFUUFS�DPOUSPM�PG�UIF�CVEHFU��

&OTVSJOH�DSFEJCMF�NFEJVN�UFSN�QMBOOJOH�BOE�HSFBUFS� DFSUBJOUZ�PG�NFEJVN�UFSN� UBSHFUT��"�
NPSF�DSFEJCMF�NFEJVN�UFSN�CVEHFU�GSBNFXPSL�JT�SFRVJSFE�UP�FOTVSF�HSFBUFS�QSFEJDUBCJMJUZ�PG�
UIF� nPX� PG� SFTPVSDFT� PWFS� UIF� NFEJVN�UFSN�� 5IJT� XJMM� GBDJMJUBUF� BEFRVBUF� CVEHFUJOH� GPS�
FYQFOEJUVSFT�XIJDI�UBLF�QMBDF�XJUIJO�B�NVMUJ�ZFBS�QFSJPE�TVDI�BT�UIF�PVUMBZT�PO�CJH�DBQJUBM�
QSPKFDUT�� "� DSFEJCMF�NFEJVN�UFSN�CVEHFU� GSBNFXPSL�XJMM� BMTP� BTTVSF� PG� UIF�NFEJVN�UFSN�
mTDBM�DBQBDJUZ�UP�mOBODF�FYQFOTJWF�NVMUJ�ZFBS�QSPKFDUT�CFGPSF�UIFZ�BSF�FNCBSLFE�VQPO�

Minimising earmarks: -FHJTMBUJWF�FBSNBSLT�XIJDI�DPOTUSJDU� UIF�HPWFSONFOU�T�EJTDSFUJPOBSZ�
DPOUSPM�PG�FYQFOEJUVSF�IBWF�UP�CF�UIPSPVHIMZ�SFWJFXFE��&BSNBSLT�IBWF�UP�CF�TDBMFE�EPXO�UP�
FYQBOE� UIF� TDPQF� GPS� FGGFDUJOH� JO�ZFBS� FYQFOEJUVSF� BEKVTUNFOUT� UP� BDDPNNPEBUF� CVEHFU�
JNQMFNFOUBUJPO�SJTLT��5IJT�XJMM�BMTP�SFEVDF�JODFOUJWFT�UP�BDDVNVMBUF�BSSFBST�JO�BO�BUUFNQU�UP�
NJUJHBUF�CVEHFUBSZ�JOnFYJCJMJUZ���

#FUUFS�CVEHFU�FYFDVUJPO�XJMM�TVQQPSU�UIF�DPOUSPM�BOE�QSFWFOUJPO�PG�BSSFBST��5IF�GPMMPXJOH�TIPVME�
CF�EPOF�

Overhaul of Budget Planning and Preparation

Strengthening Budget Execution
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Strengthening expenditure monitoring and commitment controls: &GGFDUJWF�NPOJUPSJOH�NVTU�
CF�DBSSJFE�PVU�BU�BMM�TUBHFT�PG�UIF�FYQFOEJUVSF�DZDMF�SJHIU�GSPN�UIF�JODVSSFODF�PG�DPNNJUNFOUT�
UP�UIF�NBLJOH�PG�QBZNFOUT��&YQFOEJUVSF�NPOJUPSJOH�NVTU�CF�CBDLFE�CZ�UIF�FTUBCMJTINFOU�BOE�
FOGPSDFNFOU�PG�TUSPOH�DPNNJUNFOU�DPOUSPMT�UIBU�QSFWFOU�TQFOEJOH�VOJUT�GSPN�FYDFFEJOH�UIFJS�
CVEHFU�DFJMJOHT�XIFO�UIFZ�JOJUJBUF�FYQFOEJUVSF��5IF�(*'.*4�TZTUFN�DVSSFOUMZ�CFJOH�EFQMPZFE�
JO� UIF� .%"T� IBT� DPNNJUNFOU�DPOUSPM� DBQBCJMJUJFT� TJODF� JU� NBOEBUFT� UIF� HFOFSBUJPO� PG�
DPNNJUNFOU�OVNCFST�GPS�TVQQMJFST�BOE�DPOUSBDUPST�BU�UIF�DPNNJUNFOU�TUBHF�PG�FYQFOEJUVSF��
5IF�DPNNJUNFOU�OVNCFST�QSPWJEF�BTTVSBODF�UIBU�UIF�FYQFOEJUVSF�UIBU�IBT�CFFO�JOJUJBUFE�IBT�
CFFO�BEFRVBUFMZ�QSPWJEFE�GPS�JO�UIF�CVEHFU��#VU�(*'.*4�POMZ�QSPDFTTFT�JOQVUT�BOE�DBO�CF�
DJSDVNWFOUFE�CZ�PGmDJBMT�XIP�GBJM�UP�QSPDFTT�DPNNJUNFOUT�UISPVHI�UIF�TZTUFN��*U�JT�UIFSFGPSF�
JNQPSUBOU�UP�TIPSF�VQ�(*'.*4��GVODUJPOBMJUJFT�XJUI�SJHPSPVT�IVNBO�PWFSTJHIU�BOE�B�TBODUJPOT�
SFHJNF�UIBU�QFOBMJ[FT�UIF�DJSDVNWFOUJPO�PG�BHSFFE�QSPDFEVSFT��

Enhancing budget reporting and accounting: 5JNFMZ�SFQPSUT�TIPVME�BMXBZT�CF�QSPWJEFE�PO�
DPNNJUNFOUT� PVUTUBOEJOH� PCMJHBUJPOT� BOE� QBZNFOUT�� i&BSMZ� XBSOJOH� SFQPSUTw� NVTU� CF�
HFOFSBUFE� SFHVMBSMZ� UP� JOGPSN�RVJDL� SFTQPOTFT� UP� JODJQJFOU�DIBMMFOHFT�XJUI�QBZNFOUT��5IF�
MJNJUBUJPOT�PG�UIF�DBTI�BDDPVOUJOH�TZTUFN�VOEFS�XIJDI�FYQFOEJUVSFT�BSF�SFDPSEFE�POMZ�XIFO�
cash is paid, need to be addressed by a supplementary reporting system for commitments, 

QBZBCMFT�BOE�BSSFBST��*U�TIPVME�CF�QPTTJCMF�GPS�UIF�HPWFSONFOU�UP�QSPWJEF�B�DPNQSFIFOTJWF�
SFQPSU� JO� UIF� CVEHFU� PO� BMM� JUT� PVUTUBOEJOH� MJBCJMJUJFT� JO� FBDI� mOBODJBM� ZFBS� VTJOH� UIJT�
TVQQMFNFOUBSZ�SFQPSUJOH�TZTUFN��5IF�USFBUNFOU�PG�BSSFBST�QBZNFOUT� JO� UIF�mTDBM�BDDPVOUT�
TIPVME�BMTP�CF�SFWJFXFE��"T�BO�BMUFSOBUJWF�UIF�('4.�CBTFE�SFQPSUJOH�GPSNBU�QSFTFOUFE�JO�
this paper can be adopted.

Improving cash management: The Ministry of Finance must ensure that reliable cash 

GPSFDBTUT�BSF�VTFE�UP�TFU�NPOUIMZ�PS�RVBSUFSMZ�FYQFOEJUVSF�DFJMJOHT��.%"T�NVTU�EFWFMPQ�UIFJS�
PXO�DBTI�QMBOT�BOE�TVCNJU�UIFN�UP�UIF�.JOJTUSZ�UP�CF�JODMVEFE�JO�PWFSBMM�DBTI�QMBOOJOH��

$VSCJOH�QBZNFOU�QSPDFTTJOH�EFMBZT��%FMBZT�JO�QSPDFTTJOH�QBZNFOUT�NVTU�CF�EFBMU�XJUI�CZ�
FTUBCMJTIJOH�DMFBS�UJNFMJOFT�GPS�QSPDFTTJOH�PG�JOWPJDFT�UISPVHI�UIF�WBSJPVT�TUBHFT�PG�QBZNFOU��
4BODUJPOT� TIPVME� CF� BQQMJFE� JG� UIFTF� UJNFMJOFT� BSF� CSFBDIFE� XJUIPVU� SFBTPOBCMF� DBVTF��
)FBET�PG�JOTUJUVUJPOT�NVTU�CF�IFME�SFTQPOTJCMF�GPS�MBUF�TVCNJTTJPO�PG�UIF�QBSUJDVMBST�PG�OFX�
recruits for processing into the personnel and payroll database.

5IFSF�BSF�UXP�TUSBOET�PG�SFGPSNT�SFRVJSFE�JO�UIJT�EJSFDUJPO��'JSTU�JT�UIBU�UIF�MFHBM�BOE�SFHVMBUPSZ�
GSBNFXPSL� HPWFSOJOH� QVCMJD� mOBODJBM� NBOBHFNFOU� NVTU� CF� BNFOEFE� PS� TUSFOHUIFOFE� UP�
incorporate rules on payments, including a clear description of the stages of payment, timelines 

GPS�QSPDFTTJOH�BOE�FGGFDUJOH�QBZNFOUT�GPS�FYQFOEJUVSF�JODVSSFE�BOE�B�DMFBS�EFmOJUJPO�PG�XIBU�
DPOTUJUVUFT� FYQFOEJUVSF� BSSFBST� VOEFS� FBDI� FYQFOEJUVSF� DBUFHPSZ�� 5IJT� XJMM� NBLF� JU� FBTJFS� UP�
JEFOUJGZ�BDUVBM�BSSFBST�QBZNFOUT�BOE�SFTPMWF�UIF�BNCJHVJUJFT�TVSSPVOEJOH�UIF�SFQPSUJOH�PG�BSSFBST�
FYQFOEJUVSF��

Strengthening the Legal and Regulatory Framework 
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5IF�TFDPOE�TUSBOE�PG�SFRVJSFE�MFHJTMBUJWF�SFGPSNT�JT�UIF�JOTUJUVUJPO�PG�MFHBMMZ�CBDLFE�BOE�TUSPOHMZ�
FOGPSDFE�TBODUJPOT�UP�QFOBMJ[F�BOE�UIFSFGPSF�EFUFS�CFIBWJPVS�CZ�QVCMJD�PGmDJBMT�UIBU�SFTVMUT�JO�
VOBVUIPSJ[FE�mOBODJBM�PCMJHBUJPOT�GPS�UIF�HPWFSONFOU��5IF�BCTFODF�PG�UIJT�XBT�B�NBKPS�XFBLOFTT�
JO�UIF�'JOBODJBM�"ENJOJTUSBUJPO�"DU�	'""
�UIBU�VOEFSNJOFE�JUT�FGGFDUJWFOFTT�JO�QSFWFOUJOH�mOBODJBM�
NJTDPOEVDU�UIBU�HJWFT�SJTF�UP�BSSFBST��5IF�1VCMJD�'JOBODJBM�.BOBHFNFOU�"DU�QBTTFE�JO�"VHVTU�
����� UP� SFQMBDF� UIF� '""� IBT� UP� B� MBSHF� FYUFOU� QMVHHFE� UIJT� MPPQIPMF� CZ� TQFDJGZJOH� UPVHI�
TBODUJPOT�GPS�WBSJPVT�GPSNT�PG�NJTDPOEVDU�BOE�OPO�DPNQMJBODF��'PS�UIF�MFHJTMBUJPO�UP�CF�FGGFDUJWF�
IPXFWFS� TBODUJPOT� NVTU� CF� FOGPSDFE� TUSJDUMZ� BOE� GBJSMZ� XIFUIFS� PGGFOEFST� BSF� QPMJUJDJBOT� PS�
bureaucrats.

/P�FGGPSU�UP�SFGPSN�(IBOB�T�QVCMJD�mOBODJBM�NBOBHFNFOU�TZTUFN�BOE�FOTVSF�TVTUBJOBCMF�mTDBM�
NBOBHFNFOU� DBO� TVDDFFE� XJUIPVU� QPMJUJDBM� DPNNJUNFOU� UP� UIF� SFGPSN� QSPDFTT�� *G� QPMJUJDBM�
DPNNJUNFOU� JT�OPU�TFDVSFE�TVQQPSU�BOE�BEFRVBUF� SFTPVSDFT�BSF�OPU� MJLFMZ� UP�CF�QSPWJEFE� UP�
BDIJFWF�UIF�PCKFDUJWFT�PG�UIF�SFGPSNT��

1PMJUJDJBOT�MJLF�CVSFBVDSBUT�TIPVME�CF�CPVOE�CZ�FYQFOEJUVSF�DPOUSPMT�UIF�HFOFSBM�DPOTUSBJOUT�PG�
UIF� CVEHFU� BOE� UIF� mOBODJBM� MBXT� PG� UIF� QVCMJD� TFDUPS�� 6OGVOEFE� FOFSHZ� TVCTJEJFT� XIJDI�
OPSNBMMZ�QSPEVDF�IVHF�BSSFBST�UP�40&T�NVTU�CF�BWPJEFE�BOE�TVCTJEJFT�TIPVME�CF�SFQMBDFE�XJUI�
XFMM�UBSHFUFE�TPDJBM�USBOTGFST��

"T�UIF�BSN�PG�HPWFSONFOU�FOUSVTUFE�XJUI�PWFSTJHIU�PG�UIF�QVCMJD�mOBODJBM�NBOBHFNFOU�TZTUFN�
1BSMJBNFOU�NVTU�CF�CFUUFS�SFTPVSDFE�CPUI�UFDIOJDBMMZ�BOE�mOBODJBMMZ�UP�JNQSPWF�JUT�NPOJUPSJOH�PG�
UIF� QVCMJD� mOBODFT� UP� FOTVSF� DPNQMJBODF� XJUI� BQQMJDBCMF� SVMFT� BOE� SFHVMBUJPOT� BOE� mTDBM�
sustainability principles. 

 Political Commitment to Reforms and Strengthening Parliamentary Oversight
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