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I Introduction and Some Conclusions!

Many studies on international tax comparisons have
been undertaken since the carly 1970s.2 Whiie controver-
sial, such studies have facilitated more subtle compari-
sons of a countrys tax performance than would be
afforded by focusing on its simple tax ratio. This paper
provides a comparable framewoerk for comparisons of
- both functional and economic expenditure patterns of
countries having similar economic and demographic
positions. It also provides an implicit technological
norm for predicting the economic characteristics of a
country’s expenditure pattern, based on its choice of
priorities for functional expenditures.

For example, Table ! shows the international expendi-
ture comparison index for comparing the functional
categories of government expenditure. Use of this index
allows us to conclude, tentatively, that the French
Government spends a little more than might be expected
on education (9 per cent more) but perhaps 20 per cent
more than expected on health and social security, where-
as the Egyptian Government spends twice as much as
expected on education, the United Kingdom 50 per cent
more than expected, but Greece 30 per cent less. An
alternative way to look at government expenditure is to
divide it into the so-called economic categories; Table 2
- shows the indices for the ecenomic classification of
expenditures. This table indicates that the Government
of Mali spends some 79 per cent more than might be
expected on government wages and salaries and Greece
spends twice as much as expected, while Korea spends 55
per cent less than predicted.

In a paper of this sort, no brief summary of results is
possible; the tables just referred to and the detailed dis-
cussions in Seetions 111, IV, and V present the results.
However, five general conclusions are worth making.

First, many international cross-section studies of
government revenue and expenditures use per capita
income as a proxy for most of the underlying demo-

'The authors would like to acknowledge the research assistance ren-
dered by Ms. Tarja Papavassiliou and Ms. Erika Kaufman.

#See Alan A. Tait, Wilfrid L. M. Griitz, and Barry J. Eichengreen,
“International Comparisons of Taxation for Selected Developing
Countries, 197276, Sraff Papers, Vol. 26, No, | (March 1979),
pp- 123-56.

graphic, social, and economic differences,? yet it is strik-
ing how uncertain per capita income is as an explanatory
variable. This poor performance of per capita income
compared with other variables suggests the importance
of searching for the more robust, underlying, basic vari-
ables as is done in this paper.

Second, it is encouraging to note how plausible the
modeled relationships are; it is also reassuring to see how
most of the expenditure indices for individual countries
reflect general knowledge concerning those countries’
performances and attitudes (for example, on defense,
health, and social welfare).

Third, the technical coefficients of functional catego-
ries that determine economic categories of expenditure
(see Tables 2, 6, and 7) are powerful and suggestive,

Fourth, there appears to be no clear support for the
hypothesis that the majority of governments spend cx-
cessive amounts on wages relative to amounts spent on
goods and services; some countries do appear to over-
spend on wages relative to other goods and services—
some do not. However, a clear bias is evident toward
greater-than-expected current expenditure relative to
capital expenditure in Africa and in industrial countries;
the same regions spend more than expected on subsidies
relative to wages. The reverse patterns emerge in Latin
America.

Finally, without a doubt, this exercise provides many
“departure points™ for discussions and assessments of
government expenditure policies in individual countries.

Three conceptual points should be stated at the outset.
First, there is a distinction between the international tax
comparison index (hereinafter referred to as the ITC
index) and the international expenditure comparison
index (hereinafter referred to as the IEC index). The
measurement of tax effort is helped by the fact that
governments, to finance their operations in a sustainable
and noninflationary way, must transfer private sector
resource claims to the public sector using whatever “tax
handies™ they find at their disposal. Expressed in these
basic terms, it is clear that in their tax collection efforts

3For example, Richard A. Musgrave, Fiscal Systems {New Huven
and London, Yale University Press, 1969), pp. 110-24.



1 « INTRODUCTION AND SOME CONCLUSIONS

Table 1. International Expenditure Comparison Index, 1977; Functional Categories of Expenditure!

Social Health, Housing  Agriculture.  Mining. Clectneity,  Transpor-
Year General Sccunity Social and Forestry. Manufac- Naturai tation and
of Public and Security, and Community and wining, and  Gas, and Communi-
Country Daa Service Delense Education Health Wellare Welfare Amenities Fisheries  Construction Water cations
Argentina 1977 400 112 34 13 57 45 31 16 400 118 109
Australiu 2 96 71 130 111 69 85 38 63 L . 72
Austria 1977 142 50 68 106G 95 97 130 59 74 400* 142
Bahamas 1975 109 9 105 120 34 81 8 40 e e .
Bahrain 1977 . 119 16
Bangladesh 1977 42 12 49 106 345 93 . 93 9 2 293
Barbados 1977 113 6 139 89 63 8 185 171 . 135 145
Belgium 1977 64 7l 132 87 119 11 68 29 138 400% 171
Bolivia 1977 82 82 T8 67 14 35 40 22 18 54 78
Botswana 1977 121 48 163 150 12 i12 279 136 . 126 .
Burma 1977 79 225 62 57 39 45 215 [38 - 28 78
Burundi 1977 7l 145 122 2t 113 107
Camcroon 1976 180 83 78 63 250 129 1 66 204 45 126
Canada : 155 68 109 126 113 119 17 26 .. 231
Chad 1977 97 400 109 43 19 32 8 125 12 2 44
Chile 1977 151 74 143 115 228 183 121 64 2 9 63
Costa Rica 1977 59 24 o8 43 210 135 30 35 3 5 152
Cyprus 1977 142 145 6l 64 67 62 218 79 16 55 33
Denmark 1976 116 78 66 104 99 98 50 127 89 400+ 34
Dominican Rep. 1977 71 36 46 93 127 106 278 g6 19% B3 52
Ecuador 1977 62 98 85 63 7 34 L 75 - 26 -
Egypt 1977 67 68 211 107 187 163 342 132 19 9] 47
El Salvador 1977 77 25 83 93 96 93 79 65 1 25 113
Ethiopia 1977 60 82 80 125 225 138 21 85 27 44 151
Fiji 1977 160 17 I4 146 306 154 82 114 83 83 79
Finland 1977 77 78 124 121 76 90 70 231 170 42 127
France 1977 77 75 109 121 11e 120 93 45 135 37 19
Gambia, The 1977 200 P 9% 211 49 119 48 225 . 119 e
Germany, Fed, Rep, 2 64 114 92 118 97 101 89 51 . e 138
Ghana 1977 76 o 132 94 75 87 e 95 53 3 93
Greece 1977 83 325 71 69 83 82 64 121 46 9 103
Grenada 1977 29 139 105 189 4 87 43 95 356 va v
Guatemala 1977 60 55 Ve 55 73 65 34 28 Ve
Honduras 1976 130 34 89 180 108 159 93 28 29
Iceland 1977 124 - 75 135 41 70 106 233 e
Iran 1977 36 185 80 120 38 49 197 84 85 142 71
Ireland 1977 40 68 5l 10
Israel 1977 30 190 130 79 153 137 44 48 72 46 39
Italy 1977 109 39 108 147 104 120 73 100 400 . 190
Jamaica 1977 73 16 130 144 25 56 151 196 19 60 87
Japan 2 e e 85 75 50 60 122 204 14 can 88
Jordan 1975 111 308 175 198 142 152 1060 197 400 355 240
Kenya 1977 73 89 104 123 400* 138 28 94 43 231 105
Korea 1977 65 244 89 23 30 26 15 54 1o 46 33
Kuwait 1977 98 91 59 73 29 44 272 3 207 04 ce.
Lesotho 1974 171 e 148 88 111 103 323 187 - 65 i
Liberia 1977 188 31 122 148 33 100 110 101 9 4 [i5
Luxembourg 1977 102 28 77 19 163 127 43 96 e 10 e
Madagascar 1973 103 30 103 106 400 237 14 19 22 19 93
Malawi 1977 80 63 87 57 121 78 14 114 8 34 71
Malaysia 1977 105 131 137 137 62 106 5 64 ! i5 33
Mali 1976 1 149 132 99 260 143 v 60 141 36 42
Malta 1977 102 29 94 86 125 121 143 135 202 365 [54
Mauritius 1977 141 5 118 166 181 171 104 360 14 70 30
Mexico 1977 43 13 82 52 217 142 . 163 . 400 57
Maroceo 1977 208 128 163 99 295 178 152 . .
Nepal 1977 43 98 38 400* 400 96 20 92 252
Netherlands 1977 150 73 156 132 163 157 Il - e
New Zealand 1977 71 30 109 129 14 124 28 [48 . .
Nicaragua 1976 62 45 65 46 400 212 269 68 31 20
Niger 1977 142 46 160 109 400 394 3 56 10 68 116
Norway 1977 62 121 120 92 82 &4 309 227 123 27 118
Oman 1974 270 .. .. 25 162

2



Introduction and Some Conclusions

Table 1 (concluded). International Expenditure Comparison Index, 1977: Functional Categories of Expenditure!

Social Health, Housing  Agriculture,  Mining, Electricity,  Transpor-
Year General Security Sacial and Forestry, Manuiac- Natural tation and
of Public and Security, and Community and turing, and  Gas,and  Communi-
Country Data Service Defense Education Health Welfare Welfare Amenitics  Fisheries Consiruction  Water calions
Pakistan 1977 19 164 IS5 23 27 24 169 31 46 102 117
Panama 1977 139 s 16 264 273 254 49 81 99 99 88
Papua New Guinea 1977 110 43 133 160 15 148 186 121 116 101 176
Paraguay 1977 67 51 31 20 140 75 27 24 12 v 151
Petu 1977 91 65 111 74 2 35 75 125 . 203 e
Philippines 1976 79 103 52 50 17 60 30 96 166 400 198
Portugal 1977 140 251 74 91 81 79 84 51 95 210 .
Rwanda 1977 62 131 58 48 400 400+ 7 3 43 83 267
Senegal 1975 112 70 97 66 57 67 55 37 . 42 10
Sierra Leone 1978 123 57 102 lid 26 63 49 56 12 109 54
Singapore 1977 195 139 93 50 7 30 114 8 2 1 52
Somalia 1977 160 176 167 164 400 305 400 210 224 cee 55
Spain 1977 53 42 47 6l 93 86 41 73 41 4 53
Sri Lanka 1977 58 27 101 82 400 301 38 106 22 Cae v
Sudan 1977 30 93 39 27 56 44 3 174 2 Cas 106
Suriname 1976 247 ven 116 ves 167 192 113 76 97 ven 92
Swaziland 1977 123 48 132 116 16 101 176 160 . 400 .
Sweden 1977 94 85 154 127 123 122 86 94 240 400 58
Syrian Arab Rep. 1977 19 218 78 30 122 §7 159 130 400* 254 115
Tanzania 1977 95 114 106 138 400 188 81 135 286 171 93
Thailand 1977 38 155 88 55 400 183 72 78 20 400 115
Tunisia 1977 6l 26 7% 151 139 141 63 178 78 . il4
Turkey 1977 69 497 97 36 i9 25 57 36 312 270 81
United Arab Emirates 1977 176 150 e v o v 33 v i s v
United Kingdom 1977 99 112 152 110 66 79 265 93 131 400 112
United States 2 51 318 85 71 78 76 64 18 Cee Ve 19
Upper Volta 1973 82 218 83 67 32 50 24 H 3l el 55
Uruguay 1978 232 72 57 35 139 113 8 3R 32 107 75
Venezuela 1977 & 33 119 67 77 78 151 248 141 155 107
Yemen Arab Rep, 1977 1 400 40 55 e 23 . 14 2 . 84
Yugoslavia 1977 3] 400 e [57 103 128 - i9 v v e
Zambia 1977 172 . 157 169 10 144 105 23 84 90 133
Mean 103 110 100 103 131 112 103 100 95 134 161
Standard deviation 57 101 38 60 116 67 i3 68 12 138 30

* Asterisk denotes that this particular IEC index should be treated with care as actual expenditures were extremely small and predicted expenditures

ncgative—see text for explanation.

' As the text explains in more detail, this index represents the actual expenditure/ gross domestic product {GDP) ratio as a percentage of the

predicted expenditure/ GDP ratio,
2 1973-75,

all governments have a similiar objective. There appear
to be few substantiai alternative approaches to the prob-
lem of financing expenditure that would not be captured
in one form or another by the ITC index. The construc-
tion of an expenditure index, however, poses more com-
plex problems, first, becausc government expenditures
are directed at many objectives and, second, because
many of these objectives can be achicved by the use of
policy instruments other than government cxpenditure,
for example, tax expenditures, price controls, tariffs,
import restrictions. It may be possible to design indices
for particular broad objectives (functional expenditure
indices) but these single objective indices will be difficult
to interpret unless steps can also be devised to take
account of the different policy instrument mixes chosen
by individual governments in the sample. (The most
obvious example is the interchangeability of government

expenditures and tax expenditures.)

Second, it is not intended that this paper should make
normative judgments as to the appropriateness of a
country’s functional expenditure priorities. The economic
optimality of a given amount of spending on defense or
education may be open to question in a cost-benefit
sense. It is also questionable whether the objectives fora
scetor are being realized in a cost-effective manner, given
the level of expenditure. Yet, ultimately, the public
expenditure budget reflects the social and economic
priorities of a country’s government and, presumably, of
its population; thus, it is difficult to state that a country
is spending too much or too little on a particular type of
expenditure,

Third, the measures proposcd in this paper are
indications—possible starting places—for discussion.
After all, if a country is spending, say, twice as much as

3



I » INTRODUCTION AND SOME CONCLUSIONS

Table 2, International Expenditure Comparison Index, 1977: Economic Categories of Expenditure!

Year Goods Wages Other Aequisition
of Current and and Goods and Capitai ol Capital Capital

Counry Data Expenditure Services Salaries Services Tnierest Subsidies Expenditure Assets Transfers
Argentina 1977 92 36 225 115 114 95 83
Australia 1977 105 1§ vas ies 118 94 164 3i4 e
Austria 1977 96 78 65 140 55 113 99 46 107
Bahamas 1976 90 111 116 137 89 36 82 - e
Bahrain 1977 g5 83 v 87 14 51 129 151

Barbados 1977 99 117 98 175 186 48 83 80 83
Belgium 1977 95 64 87 100 155 108 71 87 78
Bolivia 1977 80 86 47 57 29 127 g1 72 66
Botswana 1977 93 85 89 99 145 122 lié 139 49
Burma 1977 94 .. .. . 07
Cameroon 1976 88 101 97 103 27 64 172 132 80
Canada 1977 107 108 - 228 76 32 57 .
Chad 1976 o8 81
Chile 1977 100 105 1G7 70 158 a7 84 116 8
Costa Rica 1977 79 a9 a3 252 162 56 133 214 68
Cyprus 1977 12 136 148 100 94 88 91 122 96
Dominican Rep. 1976 73 68 84 42 22 151 90 123 111
Egvpt 1977 160 118 116 120 188 219 99 69 192
El Salvador 1977 16 70 e . 24 226 {14 77 i22
Ethiopia 1977 137 150 138 171 70 80 78 90 5
Fiji 1977 93 104 88 123 147 46 96 96 60
Finland 1977 96 108 - . 35 90 62 115 N
France 1977 B3 58 89 86 26 110 84 323 97
Gambia, The 1977 143 123 92 139 68 143 98 87 3
Germany, Fed. Rep. 1977 102 127 . cas 60 89 99 392 ..
Greece 1977 89 145 212 107 70 26 96 117 39
Grenada 1977 94 112 116 112 45 53 33 PN e
Guatemala 1977 74 69 71 52 63 130 127 55 307
Honduras 1976 67 96 91 106 41 21 213 125 325
Iceland 1977 96 69 106 60 81 133 84 50 171
Lran 1976 Lo 102 124 83 18 140 125 190 21
Israel 1977 101 101 80 113 181 98 53 50 250
Italy 1975 88 43 a3 31 172 122 68 39 114
Jamaica 1977 124 102 98 128 337 160 92 96 104
Japan 1977 72
Jordan 1975 95 100 - . 45 77 114 122 92
Kenya 1977 95 9 95 100 125 143 89 93 .
Korea 1977 83 74 45 97 47 173 140 96 155
Kuwait 1977 117 103 131 123 Ve 136 85 70 e
Lesotho 1974 . N 88 ees . 92 82

Liberia 1977 114 115 128 88 65 174 181 124 e
Luxembourg 1977 103 96 42 179 142 92 66 60 57
Madagascar 1973 111 107 137 76 33 147 94 92 8
Malawi 1977 114 96 63 138 204 218 137 143 84
Malaysia 1977 0 96 113 75 150 98 223 15 224
Mali 1976 92 118 179 59 6 101 87 55

Malta 1977 106 137 135 142 68 73 60 105 .
Mauritius 1977 115 94 105 62 173 146 90 63 95
Mexico 1977 79 77 72 93 364 53 v 97 53
Moroceo 1977 32 88 112 46 108 o7 227 173 13
Netherlands 1977 92 47 66 61 56 127 114 L 193
Nicaragua 1976 72 90 76 107 113 33 122 146 199
Niger 1977 108 106 90 162 191 164 113 65 400
Norway 1977 112 90 139 118 17 35
Qman 1974 100 76 16 152 117
Pakistan 1977 13 87 v e 142 400 73 94 2
Panama 1977 103 119 119 138 200 60 90 53 167
Papua New Guinea 1977 135 147 . e 193 55 36 36 52
Paraguay 1977 85 97 77 104 37 72 151 148 49
Peru 1977 94 79 . e 199 145 100 96 95
Philippines 1976 103 84 64 82 63 317 37 ...

Rwanda 1977 B4 82 88 83 12 228 98 113 v
Senegal 1975 109 130 128 144 32 132 103 51 400

4



Introduction and Some Conclusions

Table 2 (concluded). International Expenditure Comparison Index, 1977: Economic Categories of Expenditure?

Year Goods Wages Other Acquisition
of Current and and Gioods and Capital of Capital Capital

Country Data Expenditure Services Salarics Services Enterest Subsidies  Expenditure Assets Transfers
Sierra Leone 1978 123 126 84 179 17 140 79 - ‘e
Singapore 1977 90 108 88 111 127 29 121 187 3
Somalia 1977 12 73
Spain 1977 91 116 125 127 28 77 143 195 94
Sri Lanka 1977 102 g8l 79 84 306 109 170 128 230
Sudan 1977 149 78 3 113 400 400 92 13} Ve
Suriname 1976 115 147 14] 121 20 50 141 107 5
Swaziland 1977 94 105 114 103 I8 68 106 122

Sweden 1977 113 157 ves . 89 89 145 400
Switzerland 1977 139 152 v . 119 111 232 s vaa
Tanzania 1977 112 104 101 113 135 109 82 46 328
Thailand 1977 83 86 62 149 93 98 121 185 136
Tunisia 1977 82 79 84 81 114 a8 136 131 225
Turkey 1977 100 69 78 45 130 183 63 84 22
United Arab Emirates 1977 6% e cas N . . 400 . el
United Kingdom 1976 93 73 65 104 114 124 34 62 61
United States 1977 103 138 PN e 101 77 212 400

Upper Volta 1977 % 102 74 19 53 115 71 13 319
Uruguay 1978 92 105 99 73 30 89 94 87 12
Venezuela 1977 92 82 98 53 125 76 125 41 39
Yemen Arab Rep. 1977 o 112 190 . 8 .. e v -
Zambia 1977 1t . 60 17

! As the text explains in more detail, this index represents the actual expenditure; GDP ratio as a percentage of the predicted expenditure; GDP ratio.

might be expected (given its population structure, urban-
ization rates, economic structure) on education, it prob-
ably has a good sui generis reason, but policymakers
should at least focus on the question and realize that
such expenditure, although it may be justified, is un-
usual. It is not proposed that the expenditure indices
presented in this paper should replace detailed country
studies as a basis for actual expenditure decisions, but
merely that they should provoke further analysis and
discussion.

Section II discusses some further conceptual issues
that arise in such an analysis and reviews the methodol-
ogy used in this paper. (Readers interested only in the
results could skip this section.) Sections III and 1V dis-
cuss the results on a functional and econmomic basis,
respectively. Section V discusses the balance in expendi-
ture composition between wages and other goods and
services, wages relative to subsidies, and goods and ser-
vices relative to subsidies. The basic data appear in the
Appendix.



II Conceptual Issues

One can make hypotheses about the identity of the
factors that are likely to influence spending in a given
functional sector, and the significance of such factors
can be empirically tested. Six groups of factors can be
identified: (1) demographic influences, (2} sociological
concerns, (3) the structure of the economy, (4) the level
of economic development, (5) technological factors, and
(6) environmental factors.

Demographic influences are likely to be principal
underlying determinants of the demand for services. The
larger the share of school-age groups in the population
the greater the likely demand for education; the higher
the percentage of elderly people in the population the
greater the demand for medical care and perhaps more
¢laborate public mechanisms for old-age support. Other
demographic variables, such as life expectancy, popula-
tion growth, share of population in urban areas, and
infant or child mortality rates, may imply the existence
of a core underlying demand for certain types of services.
Sociological concerns may explain whether there is a
demand for the public sector to provide certain services;
for example, the need for a social security mechanism is
greater where extended family arrangements have broken
down.

The sectoral structure of an economy may play a key
role in shaping priorities for public expenditure. A dom-
inant agricultural sector may require certain forms of
public expenditure on agriculture to complement or ser-
vice private sector activities. [t might also be supposed
that at low levels of development, the desire to change
the structure of the economy may stimulate public
expenditure in sectors that are not currently dominant
elements in total output.

Technological factors influence the cost of realizing
expenditure objectives. For example, the lower the
desired pupil-to-teacher ratio the higher the cost of real-
izing a given percentage of enrollment for the popula-
tion, Environmental factors may influence both the cost
of providing services and the likely magnitude of the
underlying demand; for example, poor access to clean
water may imply a significant demand for investment to
provide drinking water as well as the likely need for
medical services because of the effects of contaminated
water supplies.

These variables all focus on the major factors underly-

ing the demand for public services. Yet, clearly, the level
of real per capita income is the ultimate constraint on
how much, in total, of that demand can be satisfied. In
the typical low-income country, the recent high popula-
tion growth rates have produced a population structure
with a relatively high percentage in the school-age
groups, which should imply a very high share of educa-
tional expenditure in total output. Yet the very low
incomes may constrain governimnent revenue so as to vir-
tually preclude full enrollment even in primary schools,
let alone in secondary schools. The quality of education
will also fall short of that available in the higher-income
countries, Thus, in analyzing the determinants of the
share in gross domestic product (GDP) of public spend-
ing on a sector, the level of development (as measured by
per capita GDP) scems to place a fundamental limit on
possible spending in many sectors. It may also influence
the likely balance in spending between the economice see-
tors, which are oriented toward stimulating current pro-
ductivity and capital accumulation, and the social and
administrative sectors, which aim at providing current
consumption. It can be added, furthermore, that, while
per capita income constitutes a constraint that limits the
total provision of goods and services to satisfy a coun-
try’s need, it does not necessarily reflect the degree and
the proportion in which these goods and services are
provided by the public sector as opposed to the private
sector. The division between the public and private sec-
tors may reflect institutional and political considerations
as well as the government’s capacity to obtain resources
(through taxation) to finance these expenditures.

At a general level it may be hypothesized that the
types of goods and services purchased by government
expenditure—the so-called economic categories of ex-
penditure—are significantly influenced by sectoral prior-
ities. In any sector there may be a wide range of services,
each potentially produced by a host of different technol-
ogies. Yet, on balance, the mix of labor, current con-
sumption of other goods and services, and capital goods
is likely to be different for each functional sector, so that
the economic mix of expenditure will be largely deter-
mined by the functional mix. For example, a high share
of spending on education is likely to imply a high share
of spending on wages and salaries and perhaps on goods
and services; similarly, a strong correlation might be



expected between the share of spending on economic
sectors and public capital formation. In developing pre-
dictive norms for appraising the share of spending on
different economic categories of expenditure, the func-
tional spending priorities are thus assumed to be the
primary determinants.4

Sections IIT and [V describe the precise specifications
used to explain the shares in total output associated with
public expenditure on different sectors and different
economic inputs. The equations are then used to predict
a “norm” for spending on a sector or on a specific type of
expenditure in a given country. The norm simply reflects
what a country would be expected to spend on a sector,
given the country’s economic, social, and demographic
characteristics and given the actual expenditure of the
large number of countries, both developed and develop-
ing, in the sample. In effect, the norm is defined accor-
ding to how a large number of countries actually spend
their funds, without regard to any external judgment
about the optimality of this spending.

For any country, the ratio of actual to predicted
expenditure ratios is computed and taken as an index for
the purposes of international expenditure comparison—
the IEC index. For example,

x 100

Actual health expenditure; GDP
we = (s

heaith redicted health expenditure; GDP
A high value of the IEC index (e.g., above unity) for a
functional expenditure category simply indicates that a
country is spending more than would be predicted, given
its economic and social characteristics (or in an IEC
index for an economic input, given the structure of its
functional expenditure). 1t does not indicate the actual
share in GDP of a given category of expenditure; a coun-
try with a low 1EC index (e.g., less than unity) may,
nevertheless, be spending a higher share of GDP on a
category of expenditure than a country with a high IEC
index. For reference purposes, Appendix Tables 10 and
12 provide the actual functional and economic expendi-
ture shares in GDP, and Appendix Tables 11 and 13
show the shares as a percentage of total government
expenditure and net lending. By dividing the IEC indices
for a country into these actual shares, the predicted
shares may be calculated and expressed as a percentage.
The sources of the deviation of an IEC index from
unity for a given country cannot be directly inferred
from the results and may represent a conscious policy
choice by the authorities to attach a different emphasis
to a sector than is attached by its peer countries. An

#1t should be noted that all functional relationships have been esti-
mated to include and exclude net lending (domestic and foreign); no
significant difference in ranking occurred. The regressions in this paper
have been estimated with net lending omitted.

Conceptual Issues

upper limit has been placed on the value of the IEC
index. It is quite possible that the econometrically pre-
dicted values of the expenditure share in GDP may be a
very small, or even a negative, number. As the IEC index
equals the ratio of the actual to predicted shares, this
ratio can lead to either a negative index value or to an
exceptionally large value. Both simply indicate that a
country is spending far more than would be expected. In
both, a maximum value of 400 has been arbitrarily at-
tached to the IEC index. Where an IEC index number is
associated with a negative value and where the actual
government expenditure is extremely small (under 0.1
per cent of GDP), the value assigned is shown as 400,
although, in fact, it might be more appropriate to give a
value of 100; after all, the actual expenditure is extremely
small and the predicted expenditure is so small as to be
negative, therefore, it could be maintained that actual is
close to predicted, i.c., 100. However, in practice, in the
seven cases where this happened (out of about 2,000
indices), the reader is signaled by an asterisk to treat the
1EC number with care,

The data for the dependent variables for this cross-
country study have been drawn from the most recent
volume of the Government Finance Statistics Yearbook,
published by the International Monetary Fund.’ Up to
93 countries have been included in this study, generally
using 1977 as the base year for comparison. Expenditure
has been disaggregated into the following functional and
economic categories:

Functional Expenditures

General public services
Detfense

Education

Health, social security, and
welfare
Health
Social security and welfare

Housing and community
amenities

Agriculture, forestry, fishing,
and hunting

Mining, manufacturing, and
construction

Electricity, gas, steam, and
water

Roads, other transportation,
and communications

Economic Expenditures

Current expenditure
Expenditure on goods and
services
Wages and salaries
Other purchases of goods
and services

Interest payments

Subsidies and other current
transfers

Capital expenditure

Acquisition of fixed capital
assets

Capital transfers

SInternational Monetary Fund, Government Finance Statistics
Yearbook, Vol. 4 (1980); hereinafter referred to as the GFS Yearbook.
When data are unavailable for 1977, the next nearest available year has
been used (see Table 4).



T « CONCEPTUAL ISSUES

The choice of independent variables was greatly influ-
enced by the availability of data. The principal data sets
were taken from the International Monetary Fund’s
International Financial Statistics (IF5) and the World
Bank's World Tables.® Several data problems were en-
countered. First, in calculating the share in GDP of
expenditure, an adjustment in GDP was necessary where
the fiscal year in the government accounts differed from
the calendar year. For example, where the fiscal year
1977 ended on June 30, 1977, the use of GDP for
calendar year 1977 could seriously underestimate the
share of expenditure in total GDP, particularly if the
country had experienced significant inflation during
1677. In such a case, a measure of the average of GDPin
1976 and 1977 was used. Second, in estimating per capita

income, some obvious instances occurred where the use
~ of a clearly overvalued nominal exchange rate yielded
per capita income estimates that did not accurately
reflect the relative income in a given country. As the
IBRD Worid Tables also give estimates of per capita
income for 1977, where these proved significantly differ-
ent from the estimates derived from strict use of the
nominal exchange rate, the IBRD estimates were used.

Third, the disaggregated public expenditure data in
the GFS Yearbook relate to the consolidated central
government accounts. In some countries the role of pro-
vincial and local governments is quite prominent, par-
ticularly in the provision of certain government services,
notably education. Inclusion of central government
spending alone would yield an excessively understated
picture of the expenditure policies of such countries. In a
recent study, the Organization for Econemic Coopera-
tion and Development (QECD) provided data on the
share of total general government expenditure in GDP
by functional categories for 1973-75. These shares have
been used instead of the data in the GFS Yearbook for
the following countries: Australia, the Federal Republic
of Germany (hereinafter referred to as Germany), Can-

SInternational Bank for Reconstruction and Development (IBRD),
World Tables, 1980 (Baltimore, The Johns Hopkins University Press,
19800).

ada, the United States, and Japan. On an economic
classification, some data on the general government
expenditure of these countries are available from the
OECD.” Other important countries (for example, India,
Nigeria, and Brazil) were omitted because no compara-
ble data were available.

Fourth, for some countries, the GFS Yearbook classi-
fication of expenditure obscures the ultimate intent of
the expenditure. For example, block grants to localities
in the United Kingdom are legally not earmarked for any
particular sector and thus are included in the GFS Year-
book under “other expenditure.” The OECD statistics
indicate that much of this expenditure is, in fact, directed
toward education, community services, roads, and hous-
ing.® Similarly, it is often difficult to distinguish expendi-

‘ture on health from expenditure on social security (as in

Costa Rica). When such probilems are obviously distor-
tive, an attempt has been made to reclassify expenditure
in the appropriate functional expenditure categories by
using country or OECD sources of information. In spec-
ifying the model, one equation has also been estimated
to predict the sum of health and social security expendi-
ture in order to capture any obvious example of
misclassification.

Finally, all the equations were estimated by using the
least-squares method. Multicollinearity was tested in
every case and variables exhibiting major multicollinear-
ity were rejected. In specifying the equations, multiplica-
tive dummies were used to test whether there might be
discontinuities in the effects of individual independent
variables according to per capita income. Alternative
amounts of per capita income were tested as the break-
point for such discontinuities, and it was observed that,
where significant at all, a per capita income of US$1,750
seemed to yield the lowest sum of squared residuals for
the equations. In general, such multiplicative dummies
appeared statistically significant only in the equations
explaining the functional expenditure shares.

fOrganization for Economic Cooperation and Development,
National Accounts of OECD Counries, 1960-78, Vol. 2 (Paris, 1980).

*Organization for Economic Cooperation and Development, Public
Expenditure Trends (Paris, 1978).



III Determinants of Shares in Gross Domestic Product of
Functional Expenditure Categories

Introduction

This section discusses the specification of the equa-
tions to predict the shares in GDP of each category of
functional expenditure, The econometric results appear
in Table 3. Table | shows the value of the IEC index.
Table 4 ranks the countries by the value of their 1IEC
index; a low ranking indicates a relatively low 1EC
index—namely, a low expenditure share relative to what
would have been predicted for the country.

General Public Services

This functional category covers financial administra-
tion, external affairs (including international aid), plan-
ning, statistics, and other aspects of general administra-
tion. It also covers justice, police, public order, and
safety. A believer in “Wagner’s” law® might expect that
the share in GDP of such expenditure would rise with
per capita income; in fact, no statistically significant
relationship was found. The only variable significant at
the 1 per cent level was the share in GDP of total public
expenditure; thus, the larger the share of governmeat, in
general, the larger would be the general expenses of run-
ning government. At the same time, there is some evi-
dence of economies of scale in the operation of the
government and in the provision of judicial services; as
the public scctor grows, these costs do decline slightly as
a proportion of total expenditure. The elasticity of pub-
lic administration expenditure was found to be approx-
imately 0.88.

The next most significant variable is the percentage of
population in urban areas; apparenily, as countries
become more urbanized, the share in total output of
general public administration expenditure decreases,
suggesting some economies of scale. On the other hand,
the larger the proportionate size of the young population
(14 years old and younger) the higher this share is likely
to be. This emphasis on the young population might be
thought to be simply a proxy for nondevelopment
(developing countries tend to have much larger propor-

9A. T. Pecacock and J. Wiseman, The Growth of Public Expenditure
in the United Kingdom (London, Oxford University Press, [961).

tions of their population in the younger age groups).
However, the insignificance of per capita income as
estimated in the relationship suggests this is not so and
that the size of the younger population must be taken as
a significant variable in its own right.

Across countries there tends to be a low standard
deviation in the value of the 1EC index for this expendi-
ture category. Countries such as Argentina, The Gam-
bia, Morocco, Suriname, and Uruguay seem to spend
more than might be expected on general administration
as a share of GDP (for example, IEC indices are signifi-
cantly higher than 100), while the United Kingdem and
Australia appear to spend as much as might be pre-
dicted. Mexico, the United States and Yugoslavia have
1EC indices much lower than 100. (Does this suggest that
there is less “fat™ in the operation of the U.S. Govern-
ment than is currently argued?) There is some tendency
for Latin American, Asian, and industrial countries to
spend less than would be expected on general public
services and for African countries to spend more than
would be expected.

Defense

This category includes all defense expenditures except
those for military pensions, which are included under
social security and welfare (see p. 15). Again, it might
have been expected that the share of defense expenditure
in GDP wculd be closely associated with per capita
income but the relationship does not prove significant.
The same variables as those influencing general adminis-
trative expenses proved to be significant for defense. The
most striking difference is that, whereas urbanization
had a negative impact on the share in GDP of general
administrative expenditure, for defense there was a posi-
tive relationship. Defense expenditure, according to
these relationships, could be expected to be higher in a
more urbanized country, with a larger proportion of
children of 14 years and younger and a larger public
sector (net of defense spending).

While numerous influences not tested in this study
(and, indeed, impossible to test) must influence defense
spending, and while the low correlation coefficient sug-
gests a large amount of “unexplained” defense expendi-

9
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Table 3. Determinants of Functional Expenditure Categories as Share of Gross Domestic Product

(All expenditure categories as a percentage share of GDP)

General
Public
Ser-
vices

Defense

Education Health

Social
Security
and
Welfare

Health,
Social
Security,
and
‘Welfare

Houvsing Agri-
and cultare,
Community

Amenities Fisheries

Forestry.

Mining,
Marnu-
factur-
ing, and
Con-
struction

Electri-
city,
Natural
Gas, and
Water

Supply

Transpor-

tation and

Communi-
cations

Constant

Income per capita
(PCI) (in thousands
of dollars)

Income per capita,
countries with
PCI < 51,750
{in thousands of
U.S. dollars)

Income per capita,
countries with
PCI = 51,750
(in thousands of
118, dollars)

Percentage of popu-
lation, aged [4 and
under

Percentage of popu-
lation, over age 65

Infant mortality
rate

Share of labor
force in
agriculture

Share of labor
force in
industry

Share of popu-
lation in
urban areas

In countries
with PCI <7 $1,750

In countries
with PCI = §1,750

Enrollment rate,
primary schools

Enrollment rate,
secondary schools,
countries with
PCI<31,750

Enrollment rate,
secondary schools,
countries with
PCI 281,750

Pupil-teacher ratio,
primaty schools

Access to clean
water supplies

In countries with
PCI < §1,750

In countrics with
PCI = §1,750

10

-0.59
(~0.30)

0.0
(0.13)

0.07*
(1.82)

-0.03%*

(-2.28)

7 00+
(-2.27)

0.04
(~0.32)

0.16+*

(2.71)

0.05%*
{2.25)

3.18*
(1.85)

1.31%=
(3.48)

(-0.01)

211+
(2.92)

0.20%*
(2.65)

0.03
(0.81)

0.124+
(2.28)

—0.03%*
(-2.28)

0.01*
{1.56)

-0.02
(~1.39)

0.02%*
{2.09)

0.04*
(~1.88)

~0.20)

0.02%%
(2.97)

_4.76%
(-3.93)

0.25%
(1.78)

0.84%+
(7.26)

0.07
(L.71)

0. 135+
(312

_3‘89**
(-2.93)

0.41*
{2.60)

1.02%+
8.01)

0.06
(1.37)

0.14%%
(2.87)

0.47
(L17)

0.28
(1.45)

0.09
(1.53)

0.82%*
(2.67)

—0.01%*
(2.68)

0.02%*

(3.80)

(- 0.48)

0.02%*
(2.11)

0.83*
(1.94)

-0.03
(-0.58)

0.66
(L61)

0.01
{ 1.40)

0024+
(3.20)

—0.01%+
(2.78)

4.80+*
{4.49)
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Table 3 (concluded). Determinants of Functional Expenditure Categories as Share of Gross Domestic Product

(All expenditure categorics as a percentage share of GDP)

Gencral
Public
Ser-

viees Drefense Education Health

Social
Seeunty
and

Health,
Social

Security,

and

Housing
and
Coemmunity

Apri-
culture.

Forestry,

Mining,
Manu-
Factur-
ing. and
Can-

Electri-
city,
Natural
Gas, and
Water

Transpor-
tation and
Communi-

Wellare

Welfare Amenities Fisheries siruction Supply cations

Population per
hospital bed

In countries with

PCI << 51,750 0.26*

(-1.84)

In countries with

PCI = 81,750 -2.50*
{-1.76)
Population growth rate

in urban areas

In countries with
PCIL < §1,750

In countries with
PCI 2= §1,750

Share of total public

cxpenditure in GDP 0,12%*
(5.62)
Share of total public

expenditure (net of

defense) 0.10%*
(2.48)
Share of manufacturing

sector in GDP

In countries with
PC1<C $1,750

In countries with
PCI = 81,750

Share of other manu-
factured goods and
fuel exports in
total exports

Share of agriculture
in GDP

R? 0,32 0.15 0.28 0.62
(N} (91) (84) (56) 90

0.19%
2.33)
(U,h‘.")

(.48++
(5.22)

-0.04*
(-1.87)

-0.07%*
{ 2.24)

-(.05%*
(-2.75)

(1.80)

0.02%*
(3.04)

-0.01*
(L.71)

—0.08%+
(-3.76)

0.80 0.54 0.21 0.17 0.16 0.44 0.23
(91} 92) (86) (90) (72} (66) {69

* Significant at a 13 per cent level.
*=* Signilicant at a 5 per cent level.
t-statistics are in parentheses.

ture, the significant variables mentioned above are inter-
esting.!? It seems reasonable to consider that urbanized
societics must spend more on defense and are willing to
do so. Likewise, it is reasonable to expect that many
authorities who are prepared to run a large public sector
are also likely (o accept the idea that a substantial part of
the national budget should be spent on defense.

The country ranking confirms the expected evalua-
tions. Sweden, the Philippines, Kenya, Tanzania, Ger-

YConcentration on only one functivnal cxpenditure for a single
country, e.g., defense in the United Kingdom, can yield more subtie
and much better estimated equations. See R. P. Smith, *The Demand
for Military Expenditure,” Economic Journal, Vol. 90, No. 360
(December 1980), pp. 811-20.

many, and the United Kingdom were spending roughly
what could be expected in 1977 on defense and Mauri-
tius, Barbados, and Mexico were spending much less
than might be expected. The high figures for the United
States, Pakistan, Portugal, Iran, Korea, lIsracl, the
Yemen Arab Republic, and Chad reflect these individual
countries’ preocupation with defense in the 1970s.

Education

It is to be expected that government expenditurc on
education as a percentage of GDP would be most
strongly correlated with the proportion of the popula-
tion in the age group affected by schooling. The largest

11
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Table 4. Ranking of Countries by International Expenditure Comparison Index, 1977: Functional Expenditure

Social Health, Housing Mioing, Electricily,  Transpor-
Year General Security Soclal and Agriculture, Manufac- Natueal tation and
of Public and Security,  Community  Forestry,  turing,and  Gas,and  Cemmuni-
Country Data Services Defense Fducation Health Wellare Welfare Amenities and Fisheries Construction  Water cations
Argentina 1977 91 55 3 | 26 12 22 5 69 43 40
Australia ! 48 37 71 55 i3 35 25 30 v e 24
Austria 1977 73 26 19 48 43 44 65 28 40 58 * 54
Bahamas 1976 57 3 30 62 18 32 7 20 cee . v
Bahrain 1977 . 60 20
Bangladesh 1977 9 4 10 50 81 41 v 45 11 3 69
Barbados 1977 63 2 78 40 29 il 73 76 L 46 55
Belgium 1977 24 36 72 38 54 52 41 13 54 58 60
Bolivia 1977 43 45 25 27 6 8 27 8 21 26 26
Botswana 1977 65 24 85 78 5 53 82 71 L 45 e
Burma 1977 39 75 16 20 21 13 76 72 28 27
Burundi 1977 31 06 67 . 72 54 “s 57 ees e .
Cameroon 1976 84 46 26 24 76 65 2 34 62 22 51
Canada ! 78 34 55 67 51 57 62 635 . Ve 66
Chad 1977 49 82 5% 10 9 6 13 64 i6 2 9
Chile 1977 77 40 52 57 75 82 63 31 8 B 21
Costa Rica 1977 15 8 44 9 T 66 21 16 9 7 58
Cyprus 1977 74 63 15 25 k]| 20 77 40 19 27 4
Denmark 1976 04 42 18 49 46 45 33 66 45 58 * 6
Dominican Rep. 1977 30 18 8 44 60 50 81 52 60 32 13
Ecuador 1977 20 53 32 23 2 7 i 37 e i5 e
Egypt 1977 27 33 90 52 70 79 85 68 22 36 10
El Salvadar 1977 38 9 30 43 44 42 46 33 44 14 42
Ethiopia 1977 16 44 27 66 74 69 15 43 27 25 57
Fiji 1977 79 7 60 73 80 76 48 58 42 34 28
Finland 1977 37 43 68 63 36 40 42 86 59 20 52
France 1977 36 41 56 &4 55 59 52 21 53 19 3
Gambia, The 1977 87 ce 45 88 23 56 2 84 .. 44 s
Germany, Fed. Rep. ! 25 57 9 59 45 47 51 23 v ces 63
Ghana 1977 35 va 73 45 35 39 cas 49 38 4 36
Greece 1977 44 80 20 30 4] 33 40 62 36 12 37
Grenada 1977 2 63 51 86 19 38 30 48 68 e
Guatemala 1977 17 29 ces 17 34 22 24 12 ca.
Honduras 1976 69 28 38 85 49 78 53 11 29
Iceland 1977 68 e pl 71 22 24 57 88 el
Iran 1977 6 72 28 61 20 i4 75 42 44 47 22
lreland 1977 6 32 16 9
Israel 1977 3 81 69 35 65 67 K 22 19 23 7
Ttaly 1977 56 19 54 76 48 58 44 54 69 e b4
Jamaica 1977 33 6 70 74 1l 17 68 80 23 28 30
Japan ! e Ces 13 34 23 18 64 82 18 . 31
Jordan 1975 60 78 88 87 64 75 54 81 L4 56 67
Kenya 1977 34 48 49 63 82 * 68 19 47 35 52 46
Korea 1977 20 76 37 5 15 4 12 25 13 24 5
Kuwait 1977 30 49 14 32 14 11 B0 1 63 37 .-
Lesotho 1974 81 vas 79 39 50 49 84 79 e 29 .
Liberia 1977 85 16 66 77 17 46 58 35 12 6 44
Luxembourg 1977 52 12 23 2 66 63 2% 53 .- 9 ...
Madagascar 1973 55 14 48 51 2= 87 1o 60 25 I1 35
Malawi 1977 41 31 35 2i 56 27 11 39 10 17 23
Malaysia 1977 54 6l 77 72 28 51 5 32 2 10 15
Mali 1976 59 67 75 46 77 73 1 29 55 18 8
Malta 1977 53 13 41 37 59 60 66 70 61 57 39
Mauritius 1977 72 1 63 83 69 &0 55 90 i7 31 11
Mexico 1977 11 5 29 15 73 71 v 75 e 58 19
Morocco 1977 88 &0 86 47 79 81 69 . e
Nepal 1977 11 52 4 91 82 % 43 14 44 33
MNetherlands 1977 76 39 82 70 67 77 59 Ve Ve
New Zealand 1977 32 15 57 69 52 62 18 73 v ces
Nicaragua 1976 22 22 17 11 82 86 79 35 30 13
Niger 1977 75 23 84 53 82 91 4 27 49 30 48
Norway 1977 21 59 65 42 40 34 83 85 51 16 50
Oman 1974 90 10 57 ..

12
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Table 4 (concluded). Ranking of Countries by International Expenditure Comparison Index, 1977;

Functional Expenditure

Social Health, Housing Mining, Electrivily,  Tranmspor-
Year General Securily Soeial and Agricullure, Manufac- Nutural talion and
al Public and Sveurity,  Community  Forestry, tunng, and Gas, and Communi-
Cuuntry Data Services Defense Education Healih Welfare Welfare Amenities  and Fisheries Construction Water cations
Pakistan 1977 8 70 ! 4 13 2 71 14 37 4) 49
Panama 1977 70 s al 39 78 &8 33 41 48 38 32
Papuoa New Guinea 1977 58 21 76 81 7 74 74 61 50 39 61
Paraguay 1977 28 27 2 3 63 25 17 9 15 Cea 56
Peru 1977 43 32 59 33 i 9 45 63 . 50 fas
Philippines 1976 40 54 It 14 53 19 20 51 58 38 65
Portugal 1977 71 77 21 41 39 30 49 24 46 51 e
Rwanda 1977 23 62 13 12 82 92 6 19 34 33 68
Senegal 1975 62 35 42 26 27 23 Jo 8 I 21 1
Sierra Leonc 1978 67 30 47 56 12 21 34 26 14 42 16
Singapore 1977 86 64 40 13 3 5 61 2 & ! 12
Somalia 1977 80 71 87 82 82 90 86 83 64 . 18
Spain 1977 13 20 @ 22 42 36 28 36 33 5 14
Sri Lanka 1977 14 1! 46 36 82 89 26 56 26 . s
Sudan 1977 4 50 5 6 25 10 3 77 7 e 38
Suriname 1976 90 e 62 v 68 85 60 38 47 Vs 33
Swaziland 1977 3 25 74 58 8 48 72 74 . 58 .
Sweden 1977 46 47 gl 68 58 61 50 46 65 58 20
Syrian Arab Rep. 1977 ! 74 24 7 57 37 70 67 69 54 45
Tanzamia 1977 47 58 53 73 82 84 47 a9 66 49 34
Thailand 1977 7 69 36 19 82 83 43 39 24 58 47
Tunisia 1977 19 10 89 79 6l 70 38 78 41 s 43
Turkey 1977 29 51 43 8 it 3 37 17 67 55 62
United Arab Emirates 1977 83 68 - van .. e 23 . 3 can e
United Kingdom 1977 51 56 80 54 30 24 78 S50 52 58 * 41
United States i 12 79 34 31 8 26 39 6 . . 2
Upper Volta 1973 42 73 H 29 i6 15 16 3 31 e 17
Uruguay 1978 89 3R 12 16 62 55 8 15 32 41 25
Venezuela 1977 18 17 64 28 37 28 67 89 56 48 9
Yemen Arab Rep. 1977 61 82 7 18 v ! cee 4 5 e 29
Yugoslavia 1977 5 82 . 80 47 64 . 7 - v v
Zambia 1977 82 . 83 84 4 72 56 87 43 35 53
Number of countries
in column 91 84 90 91 91 92 86 90 72 66 69

* Asterisk denotcs that this particular ranking should be treated with care as actual expenditures were extremely small and predicted expenditures

negative—see text for explanation,
11973-75.

groups attending school fall in the age group 14 years
and under, followed by secandary school and university
populations. Unfortunately, the population breakdown
available for the large sample of countries enabled only
the under 15 age group to be included; over 15 years, the
population span included the active workers through age
65, negating any explanatory power of the secondary
school and university groups.

An alternative measure of the effective demand for
education would be the enrollment rates of the primary
and secondary school age populations, respectively. The
higher the enrollment rate is, ceteris paribus, the higher
the expenditure share on education should be. Techno-
logical factors also influence the level of spending on
education. The higher the pupil-teacher ratio is at the
primary or secondary school level the lower would be the
expected share of education spending in total output.

Finaily, it might be expected that the costs of educating a
widely scattered agricultural population might be higher
than the costs of educating an urban, highly concen-
trated school population, although this factor clearly
depends on the costs of urban school development, the
quality of rural education programs versus urban educa-
tion programs, and the costs of urban universities. Ex-
penditure on education might also be expected to in-
crease with per capita income, but this influence could
weaken in countries with high per capita income, where
the private sector might take over some of the govern-
ment’s responsibility for expenditure on education.

Per capita income proved to be a highly significant
determinant of the share in GDP of public expenditure
on cducation, mainly at incomes below US$1,750. In
countries with a lJow per capita income, it is evident that
a greater need exists for expenditure on education, but a

13
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breaking point is reached when per capita income rises
to US§1,750. Further increases in per capita income tend
not to lead to as great an increase in government expen-
diture on education as for incomes below US$!,750,
probably because expenditure on education by the pri-
vate séctor increases to take over part of the burden or
because “basic” education needs are satisfied and other
priorities (economic and social) take precedence.
Another variable that was highly significant was the
enrollment rate in secondary schools for those countries
where per capita income was over US$1,750. A positive
correlation between the primary school enrollment rate
and the share of educational expenditure is also evident
for these countries. This tends to bear out the observa-
tion that expenditurc on education by government is
believed to be important for basic primary education for
low-income countries but that this attitude changes
when per capita income is over US$1,750 and more
importance is attached to secondary school enrollment.
Although government expenditure on education is
positively correlated with the proportion of the popula-
tion in the primary school age bracket, the rclationship is
not statistically significant. In effect, a large share in
GDP of expenditure on education will not depend
simply on a large number of potential students. 1t is
particularly interesting that government expenditure on
education is negatively correlated with the pupil-teacher
ratio and with the percentage of the population in urban
centers (significant at the 5 per cent level). However, the
significant negative correlation with urbanization sug-
gests a stronger explanatory power than might be ex-
pected for the hypothesis that it will cost the government
more to educate a rural population than an urban one.
It is interesting to note that the spread between pre-
dicted and observed results for education expenditure is
the smallest of all the functional categories, suggesting a
greater unanimity and consensus among countries in
relation to government expenditure on education. The
Governments of the United Kingdom and the Nether-
lands appear to spend about 50 per cent more than
expected, while that of the United States spends about
15 per cent less than expected. These results reflect the
major differences between the three countries in their
degree of state involvement in the education sector, no-
tably universities; the United States relies far more on
the private sector at this level of education (Table I).
Many Middle Eastern and North African countries seem
to spend more than might be expected on education but
these countries can be contrasted with their neighbors,
Sudan and the Yemen Arab Republic. On balance, two
thirds of the African countries spend more than would
be predicted; two thirds of the Latin American countries
and all of the European developing countries (Turkey,
Cyprus, Greece, Malta, and Portugal) spend less than
expected (i.c., have an IEC index of less than 100).

14

Health

This category includes government expenditure on
general administration, regulation, and research for
heaith; on hospitals, medical and dental centers, and
clinics; on population control, immunization, and inocu-
lation; and on blood donor services. It also covers the
reimbursement for services of individual doctors, den-
tists, and paramedics under insurance schemes tor indi-
vidual health services outside hospitals and clinics. It
excludes expenditures that would fall under social secur-
ity and welfare (see p. 15).

The share in GDP of government expenditure on
health might be expected to be positively correlated with
factors suggesting a high basic demand for medical care,
such as high infant mortality rates,'! a large population
under 15 and over 65, a low life expectancy rate, a high
birth and population growth rate, and poor access to
clean water supplies. The higher the quality of care (for
which high ratios of hospital beds, nurses, and doctors
per unit of population are used as proxies} the higher
would be medical expenditure. While it would also be
desirable to capture the effect of any unusual country-
specific disease (such as schistosomiasis, onchocerciasis,
or trypanosomiasis in some of the African countries), it
was impossible to collect sufficient data in this study for
a significant sample of countries to test any such rela-
tionship. Finally, medical care could be expected to
increase as per capita income increased.

In fact, few of these variables were significant and over
60 per cent of government expenditure on health was
explained by the proportion of the population aged 65
and over (significant at the 2 1/2 per cent level) and by
the ratio of population to hospital beds. Access to clean
water supplies was very significant where per capita
income exceeded US3%1,750. In principle, one might
expect poor access to clean water supplies to be asso-
ciated with ill health and, thus, with a greater demand
for medical care. The reverse relationship in the results
suggests that access to clean water supplies may be a
proxy for the overall level of economic development.
Indeed, there is some correlation between the index of
clean water and per capita income (R = (.75 in the sam-
ple as a whole, and R = 0.86 for countries with per capita
income in excess of US$1,750). This possible multicollin-
earity may also cxplain why per capita income proves to
be an insignificant explanatory variable.

It is interesting to note that, while the proportion of
population over 65 is a strongly significant factor, the
variahles relating to the portion of the population under
15 years, the infant mortality rate, and the birth rate
were afl statistically insignificant (results not shown).

A low infant mortality rate could, of course, reflect the effective-
ness of high public health expenditures.



Again, the obvious presence of a potential demand for a
sector’s services does not necessarily indicate that the
services will be forthcoming. There is a statistically sig-
nificant but weak positive quantitative relationship be-
tween the per capita ratio of hospital beds and the share
of heaith expenditure at low incomes; the quantitative
relationship becomes far stronger at per capita income
over US$1,750, probably reflecting a greater preoccupa-
tion with the quality of medical care at higher incomes.

As with education, there is also a fairly tight bunching
of IEC index values in the health sector, with a low
standard deviation for the index. In terms of country
rankings, most of the industrial European countries
appear to spend more on health than might be expected,
given their population structures, their water supplies,
and their provision of hospital beds. However, it is
noteworthy that government expenditure on health in
the United States and Japan is some 25-30 per cent less
than might be expected and that the developing coun-
tries in Europe have IEC indices less than 100. The U.S.
and Japanese results again arise from the prominence of
the private sector in the provision of medical care in
these countries. As was true for education, two thirds of
the Latin American countries spend less on health than
would be expected; however, this may reflect only a
problem in statistical classification. The indices of some
countries with strikingly low 1EC indices for health—
such as Luxembourg, Argentina, Costa Rica, Paraguay,
the Syrian Arab Republic, Sudan, and Nicaragua—may
be misleading in their implications if account is taken of
the share of their expenditure on social security (sce
below).

Social Security and Welfare

This category includes expenditure on social security;
sickness, old age, and disability payments; and payments
under contributory and noncontributory schemes; and
underfunded and unfunded pension and disability plans
for government employees (civil or military). It also
includes unemployment, family, maternity, and child
allowances, as well as any other public assistance, Wel-
fare services include care of the elderly, disabled, men-
tally defective, and children.

The variables selected explain about 80 per cent of the
share in GDP of government expenditure on social
security and welfare. Government spending on this func-
tion would be expected to be strongly associated with the
number of elderly people in the total population; indeed,
this variable is significant at the | per cent level, The
other variable that is strongly correlated with social
security and welfare expenditure is the proportion of the
labor force in industry; as the labor force in manufactur-~
ing expands, so does government responsibility for

Health, Social Security, and Welfare Combined

unemployment pay and for sickness and injury benefits.
It might also be supposed that, as per capita income
rises, private sector insurance might assume more
responsibility for social security and welfare. This
hypothesis is borne out in the results. Similarly, it could
be expected that the proportion of population under 13,
life expectancy, and the various medical variables might
be significant; in fact, none of these was found to be
particularly significant and only the infant mortality rate
is included as an explanatory variable.

The German Government appears to spend on health
about what would be expected, but, interestingly, the
United Kingdom, often considered to be a “welfare
state,” spends some 34 per cent less than would be
expected, While the U.K. Government is involved in the
provision of many social or welfare services, it spends
less on these than many other countries, in terms of the
level of benefits per recipient and in the quality of ser-
vices provided. Nicaragua and Tanzania appear to spend
substantially more than would be expected, given the
structure of their population and their per capita income,
Most OECD member countries cluster around 90-]20
per cent of expected government expenditure on social
security and welfare.

Health, Social Security, and Welfare Combined

These categories were combined to test whether the
explanatory power of the variables improved because of
overlap and possibly poor distinction between the cate-
gories of “health” and “social security” expenditure. As
noted above, some countries, particularly in Latin Amer-
ica, have difficulty in accurately distinguishing items of
health and social security expenditure; this may have led
to the extremely high 1EC indices for social security and
the extremely low indices for health, which can be seen
in Table 5. The index for the combined functional cate-
gories may be more representative of their expenditure
patterns.

The proportion of the population over 65 and per
capita income were both explanatory variables signifi-
cant at the 1 per cent level. The percentage of the labor
force in industry was also significant at the 5 per cent
level. As the population over 65 increased, as the percen-
tage of the labor force in manufacturing expanded, as
income per capita rose, and as the infant mortality rate
increased, expenditure on health and social security
could be expected to be higher.

Again, expenditures on health, social security, and
welfare by the Governments of Ireland, Japan, the
United States, the United Kingdom, Norway, and Aus-
tralia appear to be lower than would be expected on the
basis of their population and per capita income, whereas
corresponding expenditure by Germany appears to be
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Table 5. IEC Indices for Health and Social Security in Selected Countries Where Medical and Social Security Systems

Partly Overlap

Combined Health

Country Health Social Security and Social Security
Paraguay 19.8 139.9 75.3
Syrian Arab Republic 29.7 122.1 86.6
Uruguay 545 139.4 L13.5
Costa Rica 42,7 210.0 135.1
Nicaragua 46.3 400.0 2120

approximately what would be cxpected. The expendi-
tures of the Governments of France, Sweden, Italy, New
Zealand, Mexico, Israel, Egypt, and the Netherlands all
appear to be higher than expected.

Housing

Government expenditure in this area covers the provi-
sion of housing and of housing payments tied to the
income level of the recipient; it also includes rent subsi-
dies, some home purchase subsidies (exclusive of tax
expenditures), and any administrative costs.

As expected, the most significant explanatory varia-
bles were those relating to urbanization and per capita
income (significant at the 5 per cent and 1 per cent levels,
respectively). However, the importance of these varia-
bles depends on the amount of per capita income. No
matter how urbanized the country is, the share in GDP
of government expenditure on housing increases as per
capita income rises to US$1,750. Once this figure is
reached, ceteris paribus, an increase in per capita income
alone does not trigger further public sector housing
involvement. (In some cases, this may reflect the increas-
ing involvement of the private sector’s construction
industry.) Once per capita income rises above US$1,750,
the dcgree of government involvement then becomes
sensitive to the extent of urbanization. Increasing urban-
ization triggers further increases in the share in GDP of
government housing expenditure.

This seems to indicate that in countries with a low per
capita income, the government cannot enter into the
budgetary expense of open-ended subsidies for housing
even in large urban arcas. The authorities are much more
likely to attempt to control this element by controls on
rents and licenses to build. However, as per capita
income rises and more urbanization occurs, the pressure
for public housing increases and government expendi-
ture on publicly subsidized housing becomes strongly
identified with urbanization.

The standard deviation of the IEC index is extremely
high for this functional expenditure category. Uruguay’s
spending on housing is 92 per cent less than expected,
whereas Somalia spends far more than expected (2 per
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cent of GDP rather than the predicted 0.25 per cent). It
may be noted that the United States spends 36 per cent
less than expected, France and Germany have IEC in-
dices closer to unity, and the United Kingdom is far
above (two and a bhalf times as much) what might be
predicted. In general, African, Latin American, and
industrial countries appear to spend less than might be
expected.

Agriculture

This covers the provision of agricultural services and
financial support programs for farm prices and incomes
through market intervention subsidies and price sup-
ports, and forestry and inland and ocean fishing pro-
grams, as well as research in all the sectors just mentioned.

Government expenditure on agriculture might be
expected to be a function of the importance of the sector
in the economy, as proxied by its share of the labor
force, and might also be expected to be dependent on the
type of land associated with different amounts of rain-
fall. Unfortunately, insufficicnt information for a number
of countries makes it impossible to include the quality
and extent of arable land as an explanatory variable.
However, expenditurc on agriculture might also be
expected to have some functional relationship to agricul-
tural exports or, indeed, a negative relationship to non-
food agricultural exports as a percentage of total exparts.
Tests were made in the study to include such variables,
but it was found that the only significant variables were
the percentage of the labor force employed in agriculture
(significant at the [ per cent level) and per capita income,
both with a positive impact on the share of government,
This is not surprising. These forces, however, work in
opposite directions for some countries, For example,
many Furopean countries have a high per capita income
that suggests increased spending by government on agri-
culture, but this is offset by the rapidly shrinking labor
force in agriculture, which is a more powerful factor in
reducing the impetus for governments to spend on agri-
culture rather than on other competing claims.

The ranking of countries by their government expen-
diture on agriculture confirms this outline. Some of the



countries with 1EC indices close to 100 the United
Kingdom, which spends 95 per cent of what might be
expected on agriculture, and Italy, which spends exactly
what is expected-—have higher per capita incomes and
smaller contracting agricultural labor lorces, where these
two offsetting ctrcumstances produce almost precisely
the expected expenditures.!? Howcver, a country like
Mauritius, which has a large agricultural labor force and
a low per capita income, spends over three times more
than might be expected on agriculture, and indeed much
the same is true of countries like Finland, lceland,
Japan, and Norway, ali of which spend more than twice
as much as might be expected—probably to assist the
fishing activitics ol these countries. It is interesting to
note that advanced countries that depend on agriculture
for a major contribution to their balance of payments
(for example, Denmark and New Zealand) are well
above the mean. It is equally striking, on the contrary,
that governments such as those of the United States and
Argentina spend so much less ithan expected.

in general, governments in African countries seem to
spend as much or more than might be cxpected on agri-
culture, Asian countrigs somewhat less, and Latin Amer-
ican countries significantly less.

Economic Services: Mining, Manufacturing,
and Construction

This functional category includes expenditure for the
promotion, regulation, research, subsidization, and other
assistance to the mining, natural resources, manufactur-
ing, and nonhousing construction sectors. It also includes
investment grants to these sectors.

Government contributions to mining and manufactur-
ing are strongly correlated (significant at the 1 per cent
levely with the share of exports of other manufactured
goods and fuel in total exports but negatively correlated
with the percentage share in GDP of manufacturing.
Again, it is interesting to notc that per capita income
does not prove to be a significant determinant of the
share of such expenditure. Basically, as one would
expect, the more industrially developed the country is
the less likely it is to subsidize industry (under the limita-
tions of the General Agreement on Tariffs and Trade and
limitations on export credit guarantees). At the same
time those countries committed to exporting manufac-
tured products are likely to spend government revenue
on attempting to help both mining and manufacturing.

1211 shouid be noted that Eurvpeun Economic Community agricul-
tural subsidies that do not move through the consohdated national
government budgets (for cxample, adjusted artificial agricultural
exchange rates) will not be included in these functional categories.

Economic Services

Out of a sample of 72 countries in all, only 24 actually
spend more government money than might be predicted
on subsidizing mining and manufacturing. What is, per-
haps, most interesting is the number of highly industrial-
ized countries that apparently spend more than might be
expected: Norway, 23 per cent. the United Kingdom, 31
per cent; Belgium, 38 per cent; France, 35 per cent;
Sweden, 140 per cent; and taly, over 300 per cent more.
On the whole, Asian, Latin Amecrican, and African
countries spend less than might be expected on subsidiz-
ing and supporting industry.

Economic Services: Electricity, Natural Gas,
Steam, and Water

This category encompasses expenditure for the pro-
motion, regulation, research, subsidization, and provi-
sion ol investment grants for production, transmission,
and distribution of electricity, natural gas, or steam. It
docs not include the mining of natural gas, which is
classified under mining. This category also includes
expenditure on the regulation, purification, and distribu-
tion of clean walter [or general use (not for irrigation).

The most straightforward hypothesis is that govern-
ment expenditure in this category will rise with per cap-
ita income, the urbanization of society, the growth of
manufacturing, and increased access to clecan water
supplies. Interestingly, per capita income was ncgatively
and very weakly associated with expenditure on utilitics,
but significant variables at the | per cent level werc
urban population growth, changes in the percentage of
GDP related to manufacturing, and access to clean
walcr supplies.

Urban population growth was positively assoclated
with this government expenditure, but only at per capita
incomes over US$1,750. On the other hand. the share in
GDP of government expenditure on energy and water
declines as the role of the manufacturing sector increases
for countries with a per capita income below US$I1,750;
for countries with incomes above this amount, the share
in GDP of manufacturing is no longer statisticaily
important. This initial negative relationship appears
contrary to what would be cxpccied, because increased
public expenditure on electricity, steam, and gas might
be expected as manufacturing increases. One possible
cxplanation is that as the manufacturing base of the
country expands, the cnergy supply industry becomes
more profitable and the required transfers from govern-
ment to these utilities on both current and capital
account beccome less, Presumably, industry gencrates
sufficient income to compensate utilities commercially
and to enable them to operate with smaller governmen-
tal subsidics or with none at all, Similarly, in agricultur-
ally oriented countrics, the government is usually more
actively involved in providing water for rural households.
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The index of access to clean water supplies has a
strong positive explanatory power for countries with per
capita income below US$1,750; for countries with a
higher per capita income, there is a negative relationship
between access to clean water supplies and the share in
GDP of government expenditure on water and energy.
This probably reflects two influences: first, that at very
low per capita income increased government expendi-
ture leads to a rapid increase in access to clean water, but
for countries with more than US$1,750 per capita
income, increases in government expenditure on this
overall category might improve electricity, steam, and
gas more than water supply; second, at higher per capita
income, charges for water, electricity, and gas reduce the
necessary government subsidy for provision of these
services.

The governments of countries like Egypt and Pakistan
appear to be spending just about as much as would be
expected on these services, given their own particular
combinations of urbanization, manufacturing base, and
population access to water supply. However, it is strik-
ing how governments such as those of Korea, Singapaore,
and Bangladesh appear to spend minimal amounts on
the provision of these services,!® whereas, as might be
expected, some developing countries in the process of
industrialization appear to spend a great deal more on

13Presumably, utilities in these countries charge rates that negate the
need for recourse to budget financing,

18

energy and water provision {for example, Mexico, the
Philippines, Thailand, and Turkey). Sweden certainly
seems to be in an anomalous position but its high expen-
diture level probably reflects the large capital investment
associated with its nuclear energy program.

Economic Services: Roads, Other Transport,
and Communications

This category includes expenditure on roads, railways,
other transportation, and communications. Government
expenditure on transport and communications could be
expected to increase as per capita income rises and as
urbanization increases; it could also be expected to rise
as exports increase (to transport both industrial and
agricultural goods to railways and harbors). In fact, one
of the strongest associations of expenditure on these ser-
vices (significant at the 5 per cent level) is with the
growth in urban areas. Government expenditure on
transport and communications was weakly associated
with the share in total exports of other manufactured
goods and fuel and negatively with the shares in GDP of
manufacturing and agriculture. While such expenditure
can be expected to rise with per capita GDP, the rela-
tionship is statistically insignificant.

In terms of country ranking, Ghana and Tanzania
seem to spend close to what might be expected, but Tur-
key, Canada, and ltaly spend approximately twice as
much.



IV Determinants of Shares in Gross Domestic Product of
Economic Expenditure Categories

Introduction

This section analyzes the determinants of the shares of
alternative economic categories of public expenditure as
a share of GDP. The principal approach in specifying
the equations is to assume that a specific technological
bias exists in respect of the provision of different fune-
tional expenditure categories and that the relative impor-
tance of these functional categories in a given country
will determine the relative importance of the different
economic categories of expenditure used to realize these
.objectives.

Table 6 provides the basic econometric results used for
calculating the TEC indices; to maximize the size of the
sample of countries, these equations use the aggregate
functional category of expenditure on economic services.
To obtain a clearer picture of the relative impact of
spending on the different economic services subsectors—

transport, electricity and water, agriculture, and mining
and manufacturing—equations have been estimated by
using these more disaggregated variables {Table 7).

Table 2 provides the 1EC index, and Table 8 ranks
countries by the value of the IEC index (as Table 4 does
for the functional expenditure shares).

Goods and Services

Wages and Salaries

This expenditure category covers all payments in cash
before the deduction of withholding taxes, social secur-
ity payments, or pension fund contributions. It does not
include income in kind such as the value of food, cloth-
ing, or lodging provided free of charge or below market
prices; such income in kind is included under “Goods
and Services Other Than Wages™ (see p. 21).

Table 6. Determinants of Economic Categories of Expenditure as Share of Gross Domestic Product

Current Expenditure

Goods and services

Capital Expenditure

Wages Gther Subsidies Asquisition
and gocds and Interest and D+ ol capital Capiral
All Dependent Variables as Share of GDP salanes services 13+ (2) payments transfers +(H+iH asseLs translers (Ty+(8)
(1} 2 (3 (4) (5} L] {7} (8) 9}
Constant 5.69%* i.31* 3.57% 0.72%%  _207** 2.75%* 042 2.16%* (.62
(4.60) {1.69) (3.08) (2.22) (-2.31) (2.56) (-0.48) (2.74) (-0.81)
General public services expenditure/ GDP (.23%* 0.58**
(2.08) (4.47)
Defense expenditure/ GDP 0.68%+ 0.63%* 0.18%x 0.38%* 1.25%* -0.07
(9.43) (5.83) (5.18) (3.10) (10.43) (-1.37)
Education expenditure; GDP 0.74*%% () 44** 0.72%* 0.76%* 1.85* 027
(4.33) (-2.29} {2.51) (3.75) (6.24) (-1.29)
Health expenditure/ GDP 0.71%* [O]%* 0,334+ 1.61**
(3.03) (2.51) {2.85) (3.82)
Sacial security and weifare expenditure/ GDP -0.07 1.12%* 1.09** 007 1.02%*
{-1.08) (12.64) (10.60) (-0.93) (2.97)
Economic services expenditure; GDP (0,228 0.26%* d.46*  -0.10* 0,65%* 0.20%* 0,98%*
{2.48) (2.96) (3.66) (-2.46) (6.67) (3.13) (10.01)
Income per capita (in thousands of
U.S. dollars) —0.42%* 0.15 -0.07 0.03 0.30%* 0.01 — -0.18 -0, 19%*
(-2.68) (-1.11) (0.39) (0.51) (1.90) (0.09) (0.02) (-1.47 (2.03)
Share of labor farce in agriculture ~0.04%=* -0.03**
(-2.76) (-2.88)
R? 0.42 0.67 0.62 0,38 0.88 0.91 0.64 0.22 .65
(N) (65) (61} (78) 7 (76) {80} 72} (62) (83)

* Significant at a 10 per cent level,
** Significant at a 5 per cent level,
t-statistics are in parentheses.
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Table 7. Determinants of Economic Categories of Expenditure as Share of Gross Domestic Product Using Disaggre-
gated Categories of Expenditure on Economic Services

Capital Expenditure

Acquisition
Wages and Goods and Interest ol capital Capital Capital
All Dependent Varables as Share of GDP Salarics Services Payments FETIEN transfers vxpenditure
i} 2 3 {4} (5} (4)+(5)
Constant 6.20%* 3.61%% 0.87** -0.22 2.114#% 0.83
(4.90) {3.03) (3.74) (-0.26) {2.55) (r.1n)
General public services expenditure; GDP (). 55%¥
{4.13)
Defense expenditure GDI 0.73%* 0.25%* 0.07
) {6.32) (6.73) (-1.26)
Education expenditure; GDP 0.80** 1.04%* -0.05
{4.22) (3.38) {-0.24)
Health expenditure; GDP 0.90**
(1.95}
Social security expenditure; GDP 0.01
(0.14)
Housing and community amenities expenditure; GDP 0.79%*
(2.16)
FEconomic services expenditure
Agriculture, forestey, and fisheries expenditure/ GDP 0.28 0.70 0.79*= 0.49*
(L.01) (1.58) (3.59) {1.81)
Manufacturing, mining, and construction expenditure; GDP 0.68%* 1.0%* -0.54** 1.57%* 1.12%
(2.13) (1.96) {-2.41) (4.36) (1.91)
Clectricity, natural gas, and water expenditure; GDP -0.35** 1.3 2*%* 2.45%%
{-2.35) (5.67) (5.89)
Transport and communications expenditure; GDP 0.75%* —{.50%* 0.81%*
(3.47) (-2.44) (2.64)
Income per capita (in thousands of U.S. dollars) —0.5]*%* -0.25 0.16** -0.22 0.08 -0.32%%
(-2.73) (-1.08) (2.73) (-1.03) (-0.50) (-2.27)
Share of labor force in agriculture (.04%* (.03
{-2.70} (-2.64)
R2 0.44 0.66 0.53 0.7 0.49 0.82
(N) (59} (66) (56) (57) (51) (38}

* Significant at the 10 per cent level.
** Significant at the 5 per cent level,
t-statistics are in parentheses.

Wages and salaries are a substantial part of all
government payments, as is evident from the significant
constant term in the estimation. As might be expected,
government expenditure on education is a significant
explanatory variable. Most countries find that teachers’
salaries are an important, and often controversial, com-
penent of government expenditure,

Less obvious, but clearly important, is government
expenditure on economic services. When the latter is
disaggregated by sector, expenditure on mining and
manufacturing as a percentage of GDP prove to be sig-
nificant at the 5 per cent level (Table 7). It seems proba-
ble that the staffing costs of administering and monitor-
ing the numerous public sector schemes associated with
mining and manufacturing can impose significant costs
on government in terms of wages and salaries. The other
economic subsectors—electricity, agriculture, water, and
transport—-do not appear to be important determinants
of wage and salary expenditure. Equally interesting,
expenditures on health and on public administration as a
share of GDP did not prove to be very significant influ-
ences on the shares of wages and salaries.

It is interesting to note that per capita income is nega-
tively related and significant. That is, as per capita
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income rises, it can be expected that government wages
and salaries as a proportion of GDP will fall. Presum-
ably, in developing countries government employees
form a significant part of the income e¢arners and hence
of GDP, but as the country develops, the relative impor-
tance of direct government provision of services, and
thus the government’s role as an employer, falls and
other types of expenditure (e.g., transfers) become more
important. Appendix Table 13 shows that generally the
ratio of government wage expenditure in total expendi-
ture is relatively higher in poorer countries.'*

In testing the impact of a country’s economic structure
on public wage and salary ¢cxpenditure, the proportion
of the labor force in agriculture proves to be negatively
correlated with government expenditure on wages and
salaries (significant at the 5 per cent level) which is to be
cxpected. In effect, across countries at a given level of
development, those with a large labor-intensive agricul-

i*Many developing countries, particularly in Africa, use government
employment as a substitute for unemployment relief; as development
occurs, this form of hidden welfare payment affects government wages
and salaries less and less.



tural sector are likely to provide fewer direct government
services.

Some large European countrics spend less than ex-
pected on wages and salaries (for example, ltaly, the
United Kingdom, and Austria). Overall, defined in terms
of an IEC index below 95, Asian, African, and Latin
American countries allocate less to wages and salaries
than might be expected, Middle Eastern countries tend
to allocate more. The dispersion of IEC indices is fairly
narrow for this category of expenditure, suggesting that
countrics tend to be more likely to spend what would be
expected on wages and salaries than on other categories.

Goods and Services Other Than Wages

This category covers all goods and services bought on
the market or received through loans or grants (mate-
rials, office supplies, rent, fuel, electricity, travel, tele-
phones, equipment with a life less than a year, and goods
and services distributed to employees free of charge); not
included are fixed capital assets, stocks, land, and in-
tangible assets.

For most countries, it seems that a strang determinant
of increased expenditure on other goods and services will
be increascs in defense expenditures (significant at the !
per cent level). Large shares in GDP of expenditure on
health, economic services, and public administration
also seem to lead to a large share of purchases of other
goods and services. Interestingly enough, a large share of
expenditure on education is significantly and negatively
correlated with such purchases. In effect, it may be that
some sectors require a fixed complement of nonlabor
inputs for the provision of services, whereas other sec-
tors may be able to substitute labor or, more realisti-
cally, squeeze nonwage expenditures, for a given amount
of services provided. Not surprisingly, expenditure on
social security is not a significant factor in determining
such expenditure.

Overall it seems that there is no systematic pattern
across regions in terms of a bias toward such expendi-
ture. There is a slightly higher dispersion in 1EC index
values for this category of expenditure, but the standard
deviation of the IEC index seems significantly below that
of other current or capital expenditure categories.

Total Goods and Services

This expenditure category is the aggregate of govern-
ment spending on wages and salarics and on other pur-
chases of goods and services. Probably the most interest-
ing point about this equation is that, despite the high
level of explanatory power (R2 = 0.62), pcr capita income
has an insignificant value. The most important influcn-

Interest Payments

ces are government expenditures on defense, education,
agriculture, manufacturing and mining, and health—
broadly as presented above for each of the separate cate-
gories. Social security expenditure is not an important
factor in determining such expenditure. In a cross-
section of expenditure on economic services, expendi-
ture on mining, manufacturing, and agriculture tends to
lead to significant spending on goods and services. With
respect to countries with 1EC index values five points
above or below 100, there is some tendency for African
and industrial countries to spend more than would be
expected and for Asian and Latin American countries to
spend less. Another interesting aspect of these results is
that the dispersion in 1EC index values is lower for the
aggregate categery of expenditure than for its disaggre-
gated subcomponents.

Interest Payments

This category covers all interest payments to domestic
and foreign holders of government debt. Again, defense
spending emerges as one of the most significant explana-
tory variables. As unexpected defense expenditures
associated with emergency circumstances cannot {or are
not) financed through current taxation, it would be
expected that the associated debt financing would greatly
increase interest payments. Surprisingly, countries that
have a large share in GDP of public expenditure on
health also tend to have larger expenditures on interest.

It could be hypothesized that the larger the proportion
of government expenditure on such economic services as
electricity and on current transfers to mining and manu-
facturing the lower interest payments would have to be.
The government, instead of nationalizing such concerns
(which would involve large capital sums raised through
the bond market), provides current subsidies and invest-
ment grants, so that a larger share of such expenditures
would generally be associated with lower interest pay-
ments. The coefficient for expenditure on government
economic scrvices is ncgative and significant, supporting
the suggestions made above. This rcsult appears even
more clearly when, for a more limited set of countries,
expenditure on economic services is disaggregated. The
coefficient (-0.38) for expenditure on electricity, gas, and
water is even more strongly negative (Table 7).

In country rankings, France seéms to spend much less
on its interest payments than might be expected, given its
per capita income, its defense spending, and its support
of electricity, mining, and manufacturing. On the other
hand, the United Kingdem spends more than might be
expected. Regionally, Asian countries clearly appear to
spend more on interest than would be expected, while
Middle Eastern countries spend less. The dispersion in
1EC indices for this category of expenditure is very high,
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Table 8. Ranking of Countries by International Expenditure Comparison Index, 1977: Economic Expenditure

Year Goods Wapges Other Acquisition
of Current and and Goods and Capital of Capital Capital

Country Data Expenditure Services Salaries Services Interast Subsidies Expenditure Assets Transfers
Argentina 1977 25 3 . 72 46 54 4 31
Australia 1977 35 62 ces e 46 33 74 68 -
Austria 1977 43 14 8 53 25 44 48 8 41
Baharnas 1976 22 56 49 49 37 5 25 . ces
Bahrain 1977 17 21 .. 23 4 9 64 61

Barbados 1977 45 6l 37 59 65 7 26 24 30
Belgium 1977 38 5 22 30 59 39 15 29 28
Bolivia 1977 9 24 23 i 14 51 22 2 26
Botswana 1977 32 23 29 27 56 49 57 57 19
Burma 1977 35 13
Cameroon 1976 19 41 35 31 12 i5 76 56 29
Canada 1977 57 55 e . 73 2 2 i5 ..
Chad 1976 44 23
Chile 1977 47 49 43 13 60 34 28 45 13
Cosia Rica 1977 8 3 3 62 a1 13 65 67 27
Cyprus 1977 65 10 62 28 39 26 le6 49 37
Dominican Rep. 1976 4 6 19 3 9 64 35 50 42
Egypt 1977 80 63 50 43 66 71 46 20 48
El Salvador 1977 6 10 el e 10 72 50 23 45
Ethiopia 977 76 76 59 58 34 25 20 30 10
Fiji 1977 31 47 27 45 57 6 42 37 24
Finland 1977 42 53 cen e 18 31 10 43 oo
France 1977 12 4 28 22 11 42 27 69 38
Gambia, The 1977 78 66 32 52 31 59 45 28 9
Germany, Fed. Rep. 1977 49 68 . ves 27 30 47 70 .
Greece 1977 20 73 65 36 33 2 43 46 18
Grenada 1977 M 57 48 39 21 10 3 . v
Guatemala 1977 5 8 10 i 28 53 63 13 55
Honduras 1976 1 31 31 35 20 I 79 52 57
Iceland 1977 40 7 42 10 35 55 29 10 47
Iran 1976 60 43 52 19 6 57 6! 65 e
Israel 1977 48 40 18 42 64 35 7 9 54
Haly 1975 18 1 5 2 62 48 14 5 43
Jamaica 1977 74 42 36 48 75 65 38 36 39
Japan 1977 . 17
Jordan 1975 37 38 cen . 22 24 56 47 Kk}
Kenya 1977 39 28 34 29 48 60 32 32 1
Korea 1977 14 12 2 26 23 67 68 35 46
Kuwait 1977 72 45 56 46 e 56 30 2t |
Lesotho 1974 .. e 25 cen .- 39 25 ..
Liberia 1977 67 59 54 24 30 68 77 51 1
Luxembourg 1977 54 34 6l 60 35 32 12 16 23
Madagascar 1973 61 52 58 16 17 63 41 31 12
Malawi 1977 68 33 4 51 71 70 67 58 32
Malaysia 1977 23 32 46 15 58 36 80 44 51
Mali 1976 29 64 63 9 | 38 3l 14 t
Malta 1977 56 71 57 54 32 19 9 40 e
Mauritius 1977 71 30 4] 12 63 62 34 18 36
Mexico 1977 7 13 11 25 76 1! e 39 22
Morocco 1977 10 27 45 5 41 16 81 62 15
Netherlands 1977 27 2 9 11 26 52 55 . 49
Nicaragua 1976 3 29 13 37 42 4 60} 59 50
Niger 1977 58 51 30 57 67 66 53 19 61
Norway 1977 64 15 een e 53 47 1 2 .
Oman 1974 v 39 14 5 - 13 - 44
Pakistan 1977 69 26 v . 54 75 18 33 7
Panama 1977 52 65 51 50 Kt 14 33 12 40
Papua New Guinea 1977 75 75 B . 68 12 5 3 21
Paraguay 1977 16 36 5 4 19 18 72 60 20
Peru 1977 33 17 s cen 69 6l 49 ks 35
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Subsidics and Other Current Transfers

Table 8 (concluded). Ranking of Countries by International Expenditure Comparison Index, 1977:

Economic Expenditure

Year Goods Wages CHher Acquisition
ul Current and and Goods and Capial of Capital Capital

Country Data Fapenditure Services Salaries Services Interest Subsidies Expenditure Assets Translers
Philippines 1976 51 22 6 18 2% 74 6 L
Rwanda 1977 15 19 24 20 3 73 a4 42 ven
Senegal 1975 39 69 55 35 16 54 51 11 6l
Sierra Leone 1978 73 &7 21 61 45 58 21 e .
Singapore 1977 21 54 26 IR 50 3 59 64 8
Somalia 1977 62 19
Spain 1977 24 60 53 47 13 22 70 66 34
Sri Lanka 1977 50 18 17 21 74 40 75 53 53
Sudan 1977 7% 13 1 40 77 75 37 54 l
Suriname 1976 70 74 60 44 8 8 64 41 il
Swaziland 1977 36 48 47 32 7 17 52 48 1
Sweden 1977 b 78 .. . 36 28 71 71 .
Switzerland 1977 77 77 . . 47 43 82 .. .
Tanzania 1977 63 46 40 41 52 41 24 7 58
Thailand 1977 13 25 3 56 38 37 58 63 59
Tunisia 1977 I1 16 20 17 44 27 66 55 52
Turkey 1977 46 9 16 4 5i 69 11 26 17
United Arab Emirates 1977 2 . cen e v . 83 N Ce
United Kingdom 1976 30 11 7 33 43 50 4 17 25
United States 1977 53 72 ae cee 40 23 78 71 ...
Upper Volta 1977 41 44 12 1 24 45 16 ! 56
Urnguay 1978 28 50 39 14 15 29 40 27 14
Venezuela 1977 26 20 8 7 49 20 62 6 60
Yemen Arab Rep. 1977 A 58 64 2 . .. e e
Zambia 1977 . 44 . 8 4
Number of countries

in column 78 80 65 62 77 83 76 72 62

suggesting possibly that time plays such an important
rolc in determining eventuval annual interest payments
unique to each country that cross-section analysis is not
appropriate for this functional category.

Subsidies and Other Current Transfers

Subsidies include all transfers on current account to
private industries and grants to public enterprises for
offsetting operating losses stemming from government
action. Other current transfers include transfers to other
levels of government for current purposes, grants to pri-
vate nonprofit institutions, and, most impertant, cash
transfers to households (including payments for social
security, unemployment benefits, family allowances, civil
service pensions, and scholarships).

Such expenditure should be associated with the
expansion of social services and welfare (for example,
social security, welfare, and education), as society is
more capable of subsidizing the provision of such ser-
vices or providing transfers made to improve income
distribution. It might also be expected that the expan-
sion of hoth a modern agricultural sector and a manu-
facturing sector would lead to subsidies (although insofar
as these sectors proved efficient and profitable, subsidies
would become unnecessary).

The result is that atlmost 88 per cent of government
expenditure on subsidies and transfers as a share of
GDP is explained by the proportion in GDP of govern-
ment expenditure spent on social services, education,
defense, and per capita income. Health expenditure is
not significant, Per capita income, although positively
correlated, is only significant at the 6 per cent level. As
mentioned above, expenditures on social security and
education might be expected to be important, but ex-
penditure on defense as a powerful explanatory variable
is somewhat surprising. Perhaps the industries that are
needed to ensure domestic defense require industrial
subsidies (for example, for steel and shipbuilding) or
large defense expenditures might require complementary
inputs at subsidized prices (transport, energy).

In the country rankings, it is surprising that Mexico
seems to offer almost 50 per cent less in subsidies than
might be expected, although this is possibly explained by
aid to industries in other ways, such as tax concessions,
and much the same may be truc of the United States. At
the same time, it would not be expected that the United
Kingdom spends some 24 per cent morc than predicted
on subsidies, Korea 73 per cent more, the Philippines
and Egypt more than twice as much, and Sudan and
Pakistan over four times as much. Equally interesting,
African countries tend to spend far more than cxpected
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on subsidies and transfers, but it is not known which
sector is benefited most—the urban or the rural, More
than half of the Latin American countries spend less
than expected. Although the predictive power of the
equation is high, the dispersion of 1EC index values is
also high.

Total Current Expenditure

This expenditure category represents the aggregate of
the categories discussed above, that is, expenditure on
wages and other goods and services, interest, subsidies,
and transfers. Countries that allocate a large share of
GDP to public expenditure on defense and social ser-
vices (health, education, and social security) rely on cur-
rent expenditure as the main instrument for realizing
these objectives.

The dispersion of [EC index values is the lowest of all
the economic varables, Almost all the Latin American
countries and two thirds of the Asian countries spend far
less on current expenditure than would have been pre-
dicted; conversely, most of the African countrics spend
more than expected.

Capital Assets

This category covers the acquisition of new and exist-
ing durable goods {with a normal life in excess of one
year) but excludes all military goods. Two key areas of
functional expenditure give rise to the purchase of capi-
tal assets: expenditure on economic services and on gen-
eral public administration. The higher the share in GDP

of expenditure on general public services (police, general”

administration, the judiciary, legislature)} the higher is
government investment (significant at the ! per cent
level). This is similarly true for expenditure on economic
services, with the key subsectors being public expendi-
ture on utilities and transport (Table 7). Other key func-
tional categories, such as health, education, or social
security, prove to be unimportant as factors explaining
the share in GDP of public capital investment. The
amount of per capita income is not an important factor
in determining whether public sector investment is an
important share of GDP.

A problem with the capital investment variable is that
a figure for any one year can be misleading. It is in the
nature of government acquisitions of capital assets that
they are made sporadically; governments change and
with them the prevailing views on the role of government
ownership of capital. Thus, the low actual ranking of the
United Kingdom, compared with what might be expected
given that nation’s size of public administration and its
cxpenditure on utilities and roads, is misleading and
does not reflect the substantial capital investment already
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made by the Government of the United Kingdom in the
1950s and 1960s. Similarly, the high figure for Sweden
might be predicted, but that for Spain may simply
represent a catching up after years of a deliberately con-
tained government investment in capital projects.
Finally, across regions, a slight majority of African
countries tends to spend less than expected on capital
investment.

Capital Transfers

Capital transfers are unrequited payments to help the
recipients (other branches of government, public enter-
prises, or the private scctor) to buy capital assets or to
compensate for less, damage, or some extraordinary
problem. To seme extent, they could be viewed as a
reciprocal of the acquisition by the State of capital
assets. Such transfers could be expected to be associated
positively with the growth of a modern agricultural sec-
tor and the mining and manufacturing scctors. To the
extent that the central government is involved directly in
capital acquisition, such transfers would need to be less.

The key functional expenditure determining thé share
in GDP spent on public capital transfers is expenditure
on economic services. Within this, the principal eco-
nomic subsectors are government spending on roads,
agriculture, and mining and manufacturing. Expendi-
ture on capital transfers is positively related to the
amount the government spends on agriculture as a pro-
portion of GDP (significant at the 5 per cent level) but
negatively correlated with the proportion of the labor
force in agriculture, suggesting that the smaller the labor
force and the more modern the agricultural sector the
more likely it is that government expenditure may take
the form of capital transfers. Such transfers enable the
smaller agricultural labor force to use more modern
equipment and to improve its capital stock for process-
ing and storage and allow it to be protected from the
effects of natural disasters. Much the same appears true
for the mining and manufacturing sectors,

The negative coefficients for defense expenditure and
government cxpenditure on roads tend to suggest that
such spending preempts government allocation for capi-
tal transfers. Per capita income does prove to be mod-
estly significant for this variable; the negative coefficient
suggests that, again, with higher per capita incomes the
need for government expenditures on capital transfers is
reduced.

In the country rankings, it is surprising that a country
such as the Netherlands spends almost twice what might
be expected, given the relative importance of its agricul-
tural, mining, and manufacturing sectors. However, this
may be explained by the sporadic nature of capital trans-
actions, although capital transfers—often made under



entitlement programs—would be expected to be less
responsive to major fluctuations than purchases of capi-
tal assets directly by government. Across regions, coun-
tries in Africa and Latin America tend to spend less than
would be expected on capital transfers.

The dispersion in IEC index values is the highest for
this type of expenditure; only 4 of the 62 countries in the
sample have [EC values between 95 and 105 (Table 3).

Total Capital

This category is the aggregate of government expendi-
turc on the acquisition of capital assets and capital
transfers. Expenditures on the more capital-oriented

Total Capital

functional categories—economic services, housing, and
community amenities—prove to be the most important
determinants of the share in GDP of pubtic capital
expenditure. When the economic services category is
disaggregated, it is found that expenditure on electricity,
gas, and water, on mining and manufacturing, on roads,
and on agriculture gives rise to a significant amount of
capital expenditure (Table 7).

Across regions, the key imbalance appears in Africa
and in the industrial countrics, where a significant
majority of countries seem to spend less on capital
expenditure than expected. Perhaps because of the
importance of the members of the Qrganization of Pe-
troleum Exporting Countries, the Middle Eastern coun-
tries spend more on capital expenditure than expected.
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V Balance in Expenditure Composition

From a policy perspective, it is often argued that
countries tend to economize on nonwage forms of cur-
rent expenditure, particularly when faced with a budge-
tary squecze. Excessive current spending relative to capi-
tal expenditure is also inveighed against. If these hypo-
theses were true, the expectation would be that countries
would exhibit higher IEC indices for wages relative to
their indices for other purchascs of goods and services—
and, similarly, for current expenditure relative to capital
expenditure.

Despite the danger of interpreting a cross-section
study as a time series, it was thought worthwhile to test
the above hypothesis. The following measure was calcu-
lated (Table 9). The ratio is shown as:

Actual share in GDP
of purchases of other
goods and services

Actual share in GDP
[IEC other goods and services ]|  of wages

B.= [HEC wages]

Predicted share in
GDP of purchases of
other goods and
seTvices

Predicted share in
GDP of wages

If B; is more than unity, it suggests a tendency toward
overemphasis on other goods and services relative 10
wages, compared with what might have been predicted.’3
A set of other comparable B measures have been tested
as well:

_ 1EC current expenditure

B:

IEC capital cxpenditure

B.- IEC wages
" 1EC subsidies

~ 1EC goods and services
LEC subsidies

30ne could, of course, obscrve a country with B, < 0 and still find
that its share of wages in GDP exceeds what might have been
predicted!
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representing, il B is greater than unity, a tendency to
overemphasis on current cxpenditure relative to capitat
expenditure (B;), wages relative to subsidies (B;), and
goods and services relative to subsidies (Ba).

The cross-country patterns were revealing. Focusing
on the countries where B, is more than 1.05 or less than
0.95, the study found that the wage imbalance hypothe-
sis cannot be confirmed. With the exception of the Asian
region, half the countries appear to overspend on wages,
while the remaining half overspend on other purchases
of goods and services. Only in the Asian region is therc a
clear bias toward overemphasis on purchases of other
goods and services relative to wages; it was found that, in
this region, B,>> 1.05 in more than three fourths of the
countries.

Examining next the relative balance of current and
capital expenditures (B}, the study found a more varied
pattern. In Africa and the industrial countries, a clear
bias was found toward relative overspending on current
relative to capital expenditure. On the other hand,
almost two thirds of the Latin American and Middle
Eastern countries had B; indices less than 0.95, suggest-
ing a higher weighting of capital expenditure than would
have been predicted.

In comparing wages with subsidies and transfers,
greater emphasis on subsidies was found in Africa and
among the industrial countries. More than two thirds of
the African countries attached a higher weight to subsi-
dics vis-a-vis wages than would have been predicted. The
reverse was true in the Latin American région. The
weight attached to all purchases of goods and services
vis-a-vis subsidics also verified the above relationship in
Latin America and Africa based on the calculation of Bs.



Balance in Expenditure Composition

Table 9. Measures of Balance in Composition of Public Expenditure on an Economic Basis

Ratio of 1IEC Indices lor

Ratio of [EC Indices for

Other Other
goods Current Goods goods Current Goods
and cxpenditure and and expenditire and
services 1o Wages SErvices services w0 Wages services
o capital o to o capital i to

Wages cxpenditure  subsidies subsidies Wages expenditure  subsidies subsidies
Country {B1) (B2) {B3) (Ba) Country (Br) {Bz) (B3} (By)
Argentina . 0.80 . 0.49 Madagascar 0.56 1.18 0.94 0.73
Australia . 0.64 e 1.25 Malawi 2,21 0.83 0.29 0.44
Austria 213 0.97 0.58 0.68 Malaysia 0.67 0.40 [.15 0.98
Bahamas 1.18 1.10 317 305 Mali 0.33 1.07 1.77 1.17
Bahrain i .66 e 1.63 Malta 1.05 1.76 1.84 1.87
Barbados [.79 .19 2.04 245 Mauritius 0.59 1.28 0.72 0.65
Belgium 1.15 1.34 0.80 0.59 Mexico 1.29 s 1.35 1.43
Bolivia 0.66 0.98 (.69 0.68 Morocco 0.41 0.36 1.67 130
Botswana L.l 081 0.73 0.70 Netherlands 0.92 0.80 0.52 0.37
Burma . 1.40 . ves Nicaragua 1.41 0.58 232 2.76
Cameroon 1.06 0.51 1.52 1.59 Niger 1.79 0.96 .55 0.65
Canada . 332 . 1.42 Norway . 6.59 v 0.81
Chad - 1.21 . v Pakistan - 1.58 v 0.22
Chile 0.65 1.19 £10 1.08 Panama 1.16 1.15 1.97 1.98
Costa Rica 270 0.60 1.66 1.76 Papua New Guinea ces 375 v 2.65
Cyprus 0.68 .24 1.69 1.55 Paraguay 1.35 0.56 1.07 1.34
Dogminican Rep. 0.5t 0.82 0.55 0.45 Peru van 0.94 ces 0.55
Egyptl 1.03 1.62 0.53 0.54 Philippines 1.28 2.74 0.20 .27
El Salvador . 0.75 . .31 Rwanda 0.94 0.86 0.38 .36
Ethiopia 1.23 1.76 1.74 1.88 Senegal 1.12 1.06 097 0.98
Fiji 139 0.97 1.92 2.27 Sierra Leone 2.12 1.56 0.60 0.90
Finland . [.55 . 1.19 Singapore .26 0.74 303 3.70
France 0.97 0.99 0.81 0.53 Somalia S 1.53 ves .
Gambia, The 1.51 1.45 0.65 0.86 Spain 1.0t 0.63 1.63 1.51
Germany, Fed. Rep. . 1.04 v 1.42 Sri Lanka 1.07 0.60 0.73 0.74
Greece 0.50 0.93 8.06 5.50 Sudan 291 1.63 0.10 0.20
Grenada 0.97 2381 2,20 2,13 Suriname (.86 0.82 2.81 2,94
Guatemala 0.74 0.58 0.55 0.53 Swaziland 0.90 0.89 L.68 1.53
Honduras 1.16 0.31 4.36 4.57 Swedcn . 0.78 . 1.77
Iceland 0.56 1.13 0.80 0.52 Switzerland 0.60 1.37
Iran 0.67 0.88 0.88 0.73 Tanzania 1.1 .37 0.93 0.95
Israel 141 1.92 0.82 1.03 Thailand 2.41 0.69 0.63 0.88
Haly 049 1.29 0.52 0.35 Tunisia 0.97 .60 0.95 0.90
Jamaica 1.31 1.35 0.61 0.64 Turkey (.58 L5y 0.42 0.38
Jordan e 0.83 e 1.29 United Arab Emirates .. 0.17 P i
Kenya 1.05 1.07 0.67 .63 United Kingdom 1.60 271 0.53 0.59
Korea 2.15 0.60 0.26 0.42 United States ce 0.49 ie 1.7
Kuwait 0.94 1.37 0.96 0.75 Upper Valta 0.25 1.35 0.64 0.89
Liberia 0.69 0.63 .73 0.66 Urugnay .74 0.98 1.10 [.17
Luxembourg 1.26 1.56 1.54 1.04 Venezuela 0.56 0,74 1.30 1.08
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Table 10, Share of Functional Expenditures in Gross Domestic Product, 19771
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Appendix

Table 10 (concluded). Share of Functional Expenditures in Gross Domestic Product, 19771

Social Housing Health. Agriculture, Mining, Electricity. Transpor-
{eneral Security and Social Foresery, Munufac- Natural tation and
Public and Community Security. and and wunng, and Gas. and Communi-
Country Services Defense Education Health Welfure Amenities Welfare Fisheries  Construction Water cations
Madagascar 4.7 0.8 31 1.6 2.1 0.1 iz 29 0.1 0.1 11
Malawi 3.5 1.7 12 0.8 0.4 - 1.2 2.8 — 0.2 2.6
Malaysia 5.5 4.9 6.6 2.1 0.6 0.1 2.6 1.0 — 0.1 L0
Mali 4.8 35 4.5 1.2 0.7 — 2.0 1.5 0.5 0.1 0.7
Malta 33 1.2 35 35 13.2 1.8 16.7 1.0 2.1 0.8 2.6
Mauritius 6.9 0.2 4.8 2.7 4.2 0.8 6.9 4.5 — 0.6 1.2
Mexico 1 0.6 34 0.7 48 . 5.5 22 - 0.6 1.3
Morocco 13.9 7.0 59 1.3 22 0.9 35 cae . e s
Ncpal 1.6 0.9 1.5 0.7 0.1 0.1 0.8 24 .9 0.7 2.8
Netherlands 7.8 335 7.9 5.6 20.3 1.3 26.0 v . . .
New Zealand 2.4 1.5 5.1 5.1 10,0 0.4 5.1 1.7 0.1 0. 1.5
Nicaragua 20 20 2.7 0.6 11 2.1 138 i1 0.1 0.1 e
Niger 7.2 1.3 5.1 1.3 0.6 — 1.9 i.4 0.5 04 1.8
Nigeria 3.4 4.5 2.4 0.6 03 0.8 0y 0.6 38 0.6 58
Norway 3.2 3.2 1.7 43 11.7 2.5 16.0 34 0.7 0.2 36
Oman B.5 20.7 1.0 2.1 e 1.7 21 0.5 4.1 4.2 6.8
Pakistan 1.8 54 0.4 0.3 0.4 0.6 0.7 0.6 0.6 04 1.7
Panama 6.1 57 42 38 0.5 8.0 1.0 0.8 1.1 24
Papua New Guinea 6.3 [.3 6,0 2.6 0.1 1.3 2.7 30 0.9 0.5 4.7
Paraguay L7 1.4 1.5 0.3 1.9 0.2 2.2 0.4 — . 1.8
Peru 2.6 3.0 35 1.1 - 0.5 i.1 1.8 .. 1.0 v
Phuilippines 2.6 3.1 1.8 0.7 0.4 0.2 I.1 1.6 0.4 (+4 2.3
Portugal 5.7 2.6 15 23 8.0 [.2 0.2 0.6 0.6 0.1 e
Rwanda 26 2,2 20 0.6 0.2 — 0.9 1.0 0.4 0.5 2.6
Senegal 4.0 1.7 3.0 1.0 0.7 0.3 .7 0.8 — 0.2 0.2
Sierra Leone 535 1.6 34 i.6 0.6 0.2 21 1.1 0.2 0.7 0.4
Singapore 22 6.0 29 1.5 0.3 1.7 1.8 0.1 — — 1.3
Somalia 9.8 7.4 52 2.2 0.7 2.1 2.9 50 1.1 2.1
Spain 1t 1.1 20 2.2 0.3 0.5 12.4 09 0.2 — 1.1
Sri Lanka 24 0.6 2.7 1.4 5.9 0.1 7.3 1.8 0.1 vee
Sudan 1.5 30 i.3 0.4 0.7 — 1.1 4.0 - .- 2.5
Suriname [5.5 — 6.7 36 29 1.6 6.5 08 2.1 0.9 2.7
Swaziland 1.5 1.8 59 1.8 0.1 1.3 1.9 kX:) 0.7 0.9 34
Sweden 34 34 7.7 6.1 18.7 1.1 247 1.4 0.6 0.7 1.5
Switzerland 0.9 2.1 0.8 2.2 10.3 0.3 12,6 1.0 N 0.1 1.7
Syrian Arab Rep. 1.6 14.4 32 04 35 1.3 is 2.2 10.3 35 2.8
Tanzania 54 3.5 38 20 0.3 0.3 2.3 33 2.1 1.5 1.8
Thailand I.6 33 38 0.8 0.6 0.4 .4 1.8 0.1 0.3 1.8
Tunisia 3.2 1.4 7.6 24 4.0 5 6.4 2.7 1.4 N 3.0
Turkey 27 35 4.9 0.0 0.4 (LX) 1.1 0.7 1.9 2.9 4.0
United Arab Emirates 3.3 43 i.4 0.8 0.3 0.3 1.1 0.1 — .4 cen
tnited Kingdom 3.1 4.8 6.1 50 9.1 36 14.1 0.9 0.8 0.1 2.6
United States 0.8 5.0 5.0 3.0 8.6 0.7 1.6 0.2 A L 0.5
Upper Volta 34 33 24 0.8 0.3 0.1 1.3 0.3 0.1 S 1.0
Urnguay 314 24 2.2 1.2 10.1 0.1 11.2 0.3 0.1 09 14
Venezuela 25 2.3 4.3 1.5 2.1 1.9 3.6 1o 2.6 32 30
Yemen Arab Rep. 5.4 8.0 1.6 0.6 . . 0.6 0.3 — Ces 1.7
Yuposlavia 09 52 . 5.6 8.2 . 13.9 0.3 . ces .
Zambia 10.8 58 25 0.1 0.6 2.6 49 1.2 03 3.2

Sources: International Monetary Fund, Governmen! Finance Statistics Yearbook, Vol. 4 (1980); Organization for Economic Cooperation and
Development, National Accounts of OECD Countries, 1960-78, Yol. 2 (Paris, 1979), and Public Expenditure Trends (Paris, June 1978).
I See Table 1 for those countries for which the data relate to eartier years.
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APPENDIX

Country
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Appendix

Table 11 (concluded). Functional Expenditures as Percentage of Total Expenditure, 1977!

Social Housing Health, Agriculture, Mining, Elecinicity, ITanspor-
General Seeurity and Social Forestry, Manulac- Nalural @ativn and
Public and Community  Securily, a0d and turing, and Gas, and Communi-
Country Kervices Delense Education Health Welfure Amenities Weifare Fisherics  Construction Wazr cations
Nicaragua 114 1.5 15.3 3.7 18.0 11.8 298 6.1 0.5 0.8 i0.0
Niger L8 59 224 58 28 — 28 6.3 2.1 1.6 2.9
Nigeria Ve e 7.7 18 09 16 35 2.0 12.2 1.8 e
Norway 7.0 0.9 8.0 8.6 219 50 269 6.7 1.4 04 33
Oman 14.7 358 1.7 37 29 29 0.9 7.0 7.2 5.7
Pakistan 79 238 i9 1.1 L9 2.5 4.5 2.5 2.8 [.9 5.8
Panama 19.9 . 184 13.6 12.3 17 14.0 34 2.6 37 2.3
Papua New Guinea 9.9 4.3 189 82 0.2 4.0 4.2 93 2.8 1.6 6.3
Paraguay 5.3 12.4 13.2 2.7 16.7 1.7 18.4 3.6 0.4 v 0.2
Peru 12.7 14.8 17.5 5.5 0.2 2.5 2.7 9.1 . 50 4.5
Philippines 16.6 19.9 11.9 4.5 25 1.0 7.0 10.4 27 2.2 15.0
Portugal 18.5 14.3 112 7.2 25.6 3.9 295 20 1.9 03 59
Rwanda 19.1 15.8 15.0 48 1.6 0.2 1.8 7.4 29 33 1.8
Senegal 24.0 10.3 189 59 4.7 1.8 6.4 5.2 r— 1.0 0.1
Sierra Leone 263 7.8 16.0 7.6 26 0.9 10.2 5.4 1.1 32 4.0
Singapore 9.4 254 12.5 6.3 1.1 7.3 8.5 0.3 0.1 — 38
Solomon Islands 349 . 14.1 11.6 1.0 0.7 1.7 [4.6 0.9 1.1 4.7
Somalia 26.8 20.1 14.0 6.1 1.9 5.6 7.5 13.6 3.1 s 4.2
Spain 42 4.5 7.8 8.7 378 1.8 39.6 34 0.9 0.1 2.1
Sri Lanka 10.2 2.6 [1.5 59 25.5 0.6 26.1 7.9 0.5 7.8
Sudan 59 11.5 5.1 14 2.7 0.1 28 15.4 0.1 . 8.9
Suriname 370 . 159 8.6 6.8 37 105 1.9 5.1 2.2 2.9
Swaziland 226 54 8.0 5.4 0.3 39 4.2 10,9 2.1 2.6 1.0
Sweden 7.7 7.5 14,1 11.0 342 2.0 36.2 2.5 id4 1.2 1.4
Switzerland 4.3 0.2 39 10.7 49.3 1.2 50.7 48 s 0.2 4.1
Syrian Arab Rep. 2.7 250 55 0.7 6.0 23 8.3 38 17.8 6.0 0.5
Tanzania 9.2 12,2 13.5 7.0 1.2 1.2 24 11.5 7.3 5.4 0.6
Thailand 9.1 18.3 212 44 35 23 5.8 9.8 0.4 1.4 1.0
Tunisia 8.8 4.0 20.8 6.5 0.9 1.4 12.3 7.4 KR . 6.0
Turkey 10.6 13.6 19.1 24 1.7 2.3 4.1 2.8 7.2 1.1 0.8
United Arab Emirates 272 358 11.9 6.7 24 2.6 4.9 .8 0.2 3.1 49
United Kingdom 7.1 12.6 14.8 t2.2 2i.8 3.8 30.6 2.0 1.9 0.2 1.6
United States 36 204 16.8 123 29.7 2.4 321 0.8 . Ve 20
Upper Volta Vs e 14.4 5.1 2.7 0.5 12 1.6 0.8 .. Ve
Uruguay 14.2 10.3 9.1 49 424 0.4 47.3 1.2 0.4 3.8 5.8
Venezuela 7.0 6.5 12.3 4.3 58 5.4 1.3 8.6 7.5 a.1 32
Yemen Arab Rep. 252 37.5 74 2,9 e . — 1.5 0.1 cas 2.4
Yugoslavia 37 19.9 s 236 347 e 4.7 1.3 e e .
Zambia 27.6 . 148 6.5 0.2 1.5 1.6 124 32 0.9 5.1

Sources: International Monetary Fund, Government Finance Statistics Yearbook, Vol. 4 (1980); Organization for Economic Cooperation and
Development, Nationa! Accounts of OECD Countries, 1960-78; Vol. 11 {Paris, 1979), and Public kxpenditure Trends (Paris, June 1978).
I See Table 1 for those countries for which the data relate to earlier years.
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APPENDIX

Table 12. Share of Economic Expenditures in Gross Domestic Product, 19771

Other Acyuisition
Goods Wages Goods Subsidies of
Current and and and and Capital Capital Capital
Country Expenditures® Services? Salarics Services Interest Transfers Expendituret AsseLs Translers
(1) 2) {3) 4} 5 (6} (7 (8)

Argentina 11.1 4.5 e e 18 4.9 4.3 2.5 .8
Australia 328 18.2 et ven 30 1.7 4.3 4.2 e
Austria 330 10.1 4.0 58 i.3 21.6 10 1.4 1 4
Bahamas 16.4 13.6 9.9 37 1.3 1.5 2.7 s v
Bahrain 15.3 13.2 7.0 6.2 0.2 1.9 21.7 13,3 8.0
Barbados 25.1 19.2 1.2 7.5 1.9 4.0 B.6 5.4 2.9
Belgium 43,1 l1i.1 8.0 0 32 28.8 4.0 23 1.4
Boiivia 10.2 8.1 5.7 [.8 0.3 1.8 2.1 1.5 0.6
Botswana 22.3 15.3 94 5.6 .2 5.8 13.8 3.1 0.7
Brazil 17.0 44 2.6 1.8 1.9 10,7 24 24 —
Burma 118 ‘e 2.2
Cameroon It.8 101 58 4.3 0.2 1.5 0.8 6.4 0.4
Canada 36.1 19.8 4.1 12.1 32 3.2 .
Chad 12.4 2.7
Chile 27.3 129 8.7 3 27 1.8 34 3.3 0.1
Congo, People’s Rep. 6.1 e 35 v v - 0.8 N 0.7
Costa Rica 15.8 0.2 8.2 2.0 1.2 4.4 4.3 29 1.1
Cyprus 213 14.0 9.9 4.1 1.2 6.0 56 43 1.2
Dominican Rep. 8.1 6.5 4.7 1.8 0.2 1.6 6.0 4.6 1.2
Egypt 43.7 18.2 108 8.1 2.3 226 9.6 48 3.7
El Salvador 9.1 6.4 .. 0.2 2.5 32 1.8 1.4
Ethiopia 16.0 144 7.3 7.1 0.6 09 34 33 —
Fiji 6.9 14.0 8.2 4.5 1.2 1.7 6.9 5.7 1.2
Finland 340 19.5 e .. 0.7 13.8 4.2 4.1 ces
France 356 9.2 6.5 31 0.8 25.7 1.7 0.7 0.9
Gambia, The 21 18.5 7.3 1.2 03 23 12.2 12.1 1
Germany, Fed. Rep. 41.2 200 v .. 1.7 19.5 33 3.2 e
Greece 26.8 219 14.0 7.7 1.6 34 53 4.2 0.5
Grenada 21.0 18.2 10.6 7.6 0.8 20 2.5 s .
Guatemala 7.2 53 35 1.7 0.6 1.2 335 .2 2.3
Honduras 1.2 10.9 59 50 0.7 0.5 6.3 4.4 1.9
Iceland 22.1 10.2 6.8 29 1.7 10.2 5.7 2.5 32
India 12.0 43 2.2 2.1 L6 6.1 23 1.3 09
Indonesia 9.6 56 o - 0.6 35 5.8 7.7 1.1
Iran 27.8 19.5 10.7 8.8 0.3 8.0 15.6 14.5 0.5
Ireland 389 8.7 5.8 30 5.5 247 3.5 1.1 25
Israel 63.0 29.2 7.4 21.8 0.4 23.5 28 1.3 1.5
Italy 32 7.5 5.7 19 4.3 214 4.5 1.7 2.8
Jamaica 258 15.0 10.2 4.8 3.5 7.3 79 5.0 2.7
Japan 12.4 23 .. R 1.3 8.7 3.3 0.9 22
Jordan 43.8 31.3 1.1 11.3 243 19.8 39
Kcnya 16.8 I9 1.1 4.7 1.4 15 5.0 4.2 —
Korea 13.8 7.8 28 5.0 0.8 52 2.6 1.4 1.0
Kuwait 26.2 15.8 7.0 8.7 e 10.4 7.5 4.6 —
Lesotho 18.7 134 6.9 6.5 0.2 5.1 6.9 6.4 0.4
Liberia 17.9 13.7 8.9 49 0.7 3.4 9.5 9.5 —
Luxembourg 40.1 10.8 8.8 1.7 0.2 28.4 4.1 2.7 1.0
Madagascar 5.8 113 8.1 31 0.3 42 4.7 4.7 —
Malawi 12.2 96 33 6.3 1.4 1.3 7.8 7.3 04
Malaysia 224 14.2 10.4 39 3.0 5.2 5.6 36 2.0
Mali 16.7 13.4 i0.9 2.5 0.1 33 1.5 1.5 —
Malta 32.7 19.9 12.6 7.2 0.8 120 5.9 59 ..
Mauritius 24.0 12.8 1.0 .28 1.5 9.7 7.2 4.6 25
Mexico 128 7.5 5.6 19 1.9 34 3.8 2.7 1.1
Moracco 22.0 15.5 11.0 4.5 1.6 4.8 209 20.4 0.2
Nethertands 48.8 §.6 5.9 29 1.7 38.4 kN | .. 20
Nicaragua 10.5 79 4.8 3l i.l 1.4 53 2.6 2.1
Niger 17.9 12.1 6.1 5.9 19 48 4.0 33 0.7
Nigeria 14.5 7.3 3.2 4.2 0.5 1.6 10.7 83 24
Norway 45.7 18.5 ... .. 2.8 243 1.6 L6 -
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Table 12 (concluded). Share of Economic Expenditures in Gross Domestic Product, 1977!

Goods Wages Other Subsidies Acquisition
Current and and Goods and and Capital of Capital Capital

Couniry Expenditures!  Services? Salaries Services [nterest Transfers Expenditure? Assets Transfvrs

(1} (2} &) (4} (5) 16} {N {E) %)
Oman 328 26.7 5.0 21.7 .6 5.5 251 23.0 1.7
Pakistan 12.9 8.5 - e 1.8 2.6 3.5 3.5 —
Papama 247 17.6 114 6.2 3.0 4.1 54 29 24
Papua New Guinea 26.6 23.2 e v 1.7 1.7 3.4 2.9 0.6
Paraguay 8.4 0.7 39 28 0.3 1.3 28 24 04
Peru 139 9.1 e N 22 2.6 4.8 3.3 1.5
Philippines 11.8 8.8 44 4.3 0.6 2.6 2.2 AN e
Rwanda 3.8 7.8 4.2 38 0.1 1.0 4.6 4.6 P
Sencgal 4.1 1.5 6.8 4.7 04 2.3 1.8 1.3 0.5
Sierra Leone 174 13.8 5.6 83 1.2 2.3 36 .. -
Singapore 16.4 12.8 6.3 6.5 2.7 0.9 3.7 32 —
Somalia 289 7.8 ..
South Africa 19.6 10.5 e . 1.5 7.6 14 2.1 1.0
Spain 204 0.6 7.2 i3 0.4 94 33 1.8 14
Sri Lanka 17.6 7.3 590 2.2 28 7.5 535 29 2.6
Sudan 15.5 9.9 24 7.4 1.2 4.4 0.7 10,7 —
Suriname 216 24.1 6.0 8.1 0.2 34 14.3 13.8 0.2
Swaziland 7.8 15.5 10.! 5.3 0.1 22 9% 9.8 —
Sweden 578 29.6 e .- 28 254 4.7 4.7
Switzerland 0.3 12.9 2.2 15.2 1.7 v
Tanzania 19.8 16.0 7.9 8.4 1.3 25 8.3 4.0 43
Thailand 13.2 2.5 19 5.6 1.1 2.6 4.4 38 0.6
Tunisia 20 13.1 9.5 2.8 1.0 7.9 12.2 6.8 54
Turkey 17.6 10.6 7.1 2.5 0.5 6.5 7.0 6.2 0.5
United Arab Emirates 8.8 .. 33
United Kingdom 35.2 12.7 6.1 6.2 34 19.1 2.0 0.9 | B
United States 335 18.9 .- cen 2.6 11.9 1.7 1.7 v
Upper Volta 12.6 10.5 18 0.9 0.6 L5 27 0.5 0.4
Uruguay 20.8 9.7 6.8 2.6 0.4 10.8 2.2 2.0 0.2
Venezuela 16.7 12.3 9.4 29 0.6 38 15.7 3.1 12,6
Yemen Arab Rep. 13.8 12.6 8.0 4.6 0.2 1.0 7.6 ces
Yugoslavia 255 7.7 e e . 17.8 0.5 0.5 .
Zaire 24.8 19.8 114 8.4 2.6 24 6.8 5.0 1.8
Zambia 29.0 9.6 10.4 9.1 3, 58 59 4.1 1.9

Sources: International Monetary Fund, Government Finance Statistics Yearbook, Vol. 4 (198(}); Organization for Economic Cooperation and

Development, National Accounts of OECD Countries, 1960-78, Vol. 2 (Paris, 1979), and Public Expenditure Trends (Paris, June 1979).
! See Tahble 2 for those countries for which the data relate to earlier years.

2 The sum of columns 2, 3, and 6. Note that where columns 3 and 4 do not round up to column 2, the discrepancy is due to government contributions

to employee pension plans.

3 The sum of columns 3 and 4.

4 The sum of columns 8 and 9, Note that where columns 8 and 9 de not round up to column 7, the discrepancy is due to the purchases or sales
stocks, land, and intangible assets.

of
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Table 13, Economic Expenditures as Percentage of Total Expenditure, 19771

Goods Wages Other Subsidies Acguisition
Current and and Goods and and Capital wf Capital Capital

Country Expenditures?  Services? Salaries Services Imerest Transters  Expenditure? Assets Transters

() 2) )] 4 (5) {6} {7 (8) {9
Argentina 66,5 268 . e 10.7 29.0 25.7 15.2 10.5
Australia 88.4 49.0 . e 8.0 31.5 1.6 1.2 e
Austria 90.3 277 11.0 15.8 35 59.1 8.2 39 39
Bahamas 8l.6 68.0 495 18.5 0.4 7.2 133 v .
Bahrain 374 322 7.2 15.1 0.4 4.7 53.1 32,6 9.5
Barbados 742 56.6 330 22.2 5.6 11.9 254 16.0 8.5
Beigium 9.7 234 16.8 6.3 6.7 60.5 8.5 48 3.0
Bolivia 82,6 65.7 46.2 14.6 25 14.3 i7.3 12.3 5.0
Botswana 58.0 398 24.4 14.6 3.1 15.2 358 340 1.8
Brazil 793 20.5 119 8.6 9.0 49.8 114 11.3 -
Burma 839 .. 15.9
Cameroon 61.9 529 30.2 227 1.3 7.8 358 i35 2.3
Canada 918 50.5 10.5 30.8 8.2 82 .-
Chad 82.5 176
Chile 86.7 41.0 27.7 9.9 8.5 37.2 10.8 10.3 04
Costa Rica 764 49.1 39.8 9.7 5.8 21.4 20.6 14.1 53
Cyprus 774 51.1 36.2 14.9 4.5 219 203 15.5 4.5
Dominican Rep. 55.1 43.7 317 12.0 L4 10.7 40.3 30 8.4
Egypt 70.3 304 17.4 3.0 7 36.3 154 7.7 0.0
El Salvador 60.2 423 i v 1.6 16.3 21.2 1.9 9.3
Ethiopia 82,1 74.1 376 36.5 3.2 4.8 17.2 1.1 0.1
Fiji 70.5 58.4 34.2 18.6 5.2 6.9 28.8 23.9 49
Finland 89,1 51.0 ‘e vea 1.9 362 109 [0.8 vt
France 92.9 239 16.9 8.2 20 67.0 44 [.8 2.5
Gambia, The 598 52,4 20.7 31.7 0.8 6.0 34.5 34.3 0.2
Germany, Fed. Rep. 925 449 . . 39 43.7 7.5 7.1 ..
Greece 82.7 67.5 43,4 239 4.8 16.3 16.3 12,9 14
Grenada 84.3 731 427 30.5 33 8.0 9.9 P v
Guatemala 61.3 45.5 29.6 14,5 5.1 10.7 29.6 10.1 9.5
Honduras 63.5 61.8 336 28.1 37 2.7 360 247 110
Iceland 69,2 320 214 9.2 52 321 i8.0 7.8 10.1
India 65.8 238 12.3 1.5 8.7 333 12.7 7.0 449
Indonesia 47.9 277 - v 29 [7.3 439 38.4 5.5
Iran 64,1 449 24.6 2063 0.7 18.4 359 333 1.0
Iretand 839 18.9 iz2.5 6.4 11,8 53.2 7.6 23 53
Israel 88.4 40.9 10.3 30.5 14.5 330 39 18 2.2
Italy 737 16.7 12,5 4.1 9.5 47.5 10.0 37 6.3
Jamaica 66.2 384 26.1 12.3 9.0 18.8 203 i2.8 6.9
Japan 77.4 14.5 van 8.3 54.5 204 5.8 3.8
Jordan 60.6 434 1.6 15.7 337 274 53
Kenya 724 51.1 30.5 20.3 6.2 15.0 21.5 18.00 —
Korea 72.1 41,0 14.6 26.4 4.0 27.1 135 7.2 53
Kuwait 66.7 40,2 17.8 222 v 26.5 19.1 11.7
Lesothe 72.3 51.6 26.6 250 0.9 19.8 26.7 247 1.7
Liberia 58.0 445 28.7 15.8 24 11.1 30.8 30.8
Luxembourg 86.9 234 19.2 3.7 2.0 61.5 9.0 6.0 2.2
Madagascar 76.3 54.6 304 5.2 1.3 20.4 230 227 0.2
Malawi 57.2 45.0 15.6 293 6.4 59 36.4 344 2.0
Malaysia 71.1 45.2 328 12.3 9.4 16.5 17.7 11.4 6.3
Mal 934 74.7 60.7 14,1 0.5 18.2 8.2 8.2 —
Malta 79.8 485 0.8 17.6 2.1 293 14.5 145 s
Mauritius 720 385 30.0 8.5 4.5 29.0 216 13.7 7.6
Mezxico 72.8 42.6 36 11.0 10,7 19 4 21.6 15,5 6.0
Moroceco 51.1 36,1 257 10.4 18 1.2 48.5 47.5 0.5
Netherlands 91.6 16.2 111 5.2 33 721 58 v 318
Nicaragua 60.1 454 27.6 17.9 6.6 8.1 303 14.7 12.3
Niger 78.6 529 269 26.0 8.2 21.3 17.5 14.6 3.0
Norway 6.6 392 vea e 6.0 51.4 35 35 .
Oman 56.6 461 8.7 174 1.0 9.5 434 39.7 29
Pakistan 56.6 374 v e 8.0 1.2 15.4 15.3 0.1
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Table 13 (conciuded). Economic Expenditures as Percentage of Total Expenditure, 19771

Goods Wages Other Subsidies Acyuisition
Current and and Goods and and Capital of Capital Capital

Country Expendiiures”  Services? Salarics Services Intercst Iransfers Expendituret Assets Transfers

) {2) (3) (4} (5} (6} (7) (8) %}
Panama 80.2 37.1 37.0 2000 9.8 13.4 17.4 94 78
Papua New Guinea 86.4 753 ces cen 5.5 5.6 1.7 9.3 2.0
Paraguay 73.3 58,9 4.6 243 27 11.7 249 215 34
Peru 68.9 45.0 L . 11.2 12,7 239 16.5 7.3
Philippines 76.5 573 26.2 28.0 36 6.6 14.1 . ..
Rwanda 65.0 57.2 309 26.3 0.7 7.1 33.5 335
Senegal 838 08.1 40.4 217 22 13.6 10.8 7.6 32
Sierra Leone 82.2 66.0 26.5 365 58 11.0 17.2 ves
Singapore 70.0 54.7 26,8 279 11.5 39 16.0 13.7 ¢.2
Solomon lslands 68.7 49.9 277 20.7 — 18.7 26.0 211 449
Somalia 78.8 21.2
South Africa 73.0 390 ... . 5.7 28.2 12.7 7.8 3.7
Spain 81.3 421 28.8 13.3 1.6 376 13.2 7.2 5.7
Sri Lanka 75.4 313 21,7 9.6 12.0 322 236 12.5 11.1
Sudan 58.9 375 b2 28,3 4.8 16.7 40.6 40.6 —
Suriname 658 57.3 8.1 9.2 0.5 8.0 34.0 329 0.4
Swaziland 54.1 470 308 16.2 0.4 6.7 29.7 29.7 —
Sweden 92,5 47.4 . . 4.5 4.6 7.5 7.5 e
Tanzania 70.1 56.7 27.1 29.6 4.5 8.9 293 14.0 153
Thailand 735 529 21.6 313 6.2 14.4 24.7 21.1 36
Tunisia 60.9 364 264 7.8 2.7 21.8 337 8.7 14.9
Turkey 68.4 40.9 273 9.7 2.1 254 273 242 1.8
United Arab Emirates 72.4 e .. 27.1
United Kingdom 91.7 32 15.8 16,2 89 49.6 5.3 23 28
United States 95.1 538 cen 15 338 4.9 4.8 .
Uruguay 8717 40.8 28.8 111 1.6 453 9.4 §4 1.0
Venezuela 48.4 355 27.2 8.3 1.9 110 455 89 36.5
Yemen Arab Rep. 64.5 590 74 217 0.8 4.7 355 v e
Yugoslavia 98.2 296 e . N 68.6 1.8 1.8 .
Zaire 78.4 62.5 36.0 26.5 8.3 7.6 21.5 59 5.6
Zambia 739 0.0 26.6 23.2 9.1 14.8 15.1 0.4 4.7

Sources: International Monetary Fund, Government Finance Sratistics Yearbook, Vol. 4 (1980); Organization for Economic Cooperation and
Development, National Accounts of OECD Countries, 1960-78, Vol. 2 {Paris, 1979), and Public Expenditure Trends (Paris, June 1978),

! See Table 2 for those countries for which the data relate to earlier years,

2 The sum of columns 2, 5, and &. Note that where columns 3 and 4 do not round up to column 2, the discrepancy is due to government contribution
to employee pension plans.

2 The sum of columns 3 and 4.

4 The sum of columns 8 and 9. Note that where columns € and 9 do not round up to column 7, the discrepancy is due to purchases or sales of stocks,
land, and intangible assets.

35



APPENDIX

Table 14. Variables Used in Estimating Expenditure Equations: 1977 or Latest Available Year

Share
of

Share Tatal Share Population Share Share
of Public Share Share of Growth of of
Income Total Expenditure of of Population Rate Labor Labor
per Public (Net of Populatian Population Infant in in Force Force
Capita Expenditure Defense) Under Over Montality Urban Urban in in
Country (in ¥ in GDP in GDP 15 65 Rate Areas Areas Agriculture Industry
Argentina 1,988 17 14 29 8 3 8] 1.9 14 29
Australia 6,843 30 27 27 9 | 87 2.0 6 35
Austria 0,366 37 35 23 [ 1 53 0.6 12 41
Bahamas 3868 20 20 4] 4 4 58 33 7 20
Bahrain 6,048 41 39 45 3 6 . .. e
Bangladesh 80 11 L 46 3 23 9 6.3 78 7
Barbados 1,955 4 34 32 9 3 45 1.3 10 25
Belgium 8,066 48 45 22 14 | 71 0.5 4 43
Bolivia 481 12 1 43 3 22 30 42 51 23
Botswana 524 38 36 46 4 23 11 8.9 33 4
Bravxil 1,463 21 20 42 3 9 61 4.5 42 20
Burma 133 14 10 41 4 [5 25 38 55 19
Burundi 131 22 19 43 3 28 2 1.7 85 5
Cameroon 412 17 15 43 3 27 27 8.0 74 6
Canada 8,657 22 20 26 3 | 74 1.9 6 30
Benin 184 - . 46 2 27 23 [0.4 47 15
Chad 150 15 11 19 4 30 14 6.8 87 6
Chile 1400 32 28 34 5 5 79 2.5 2] 27
Congo, People’s Rep. 418 . . 43 3 27 36 10 36 26
Costa Rica 1491 21 20 41 3 3 41 i3 30 29
Cyprus 1,740 27 24 28 9 2 42 1.6 35 28
Denmark 9,780 37 34 21 14 | 82 1.1 8 37
Diominican Rep. 816 16 14 47 3 [0 46 54 58 16
Ecuador 854 14 10 44 3 10 42 4.1 47 24
Egypt 358 62 57 40 4 18 44 27 51 26
El Salvador 673 15 14 44 3 8 40 11 47 15
Ethiopia 114 19 18 45 2 37 12 740 81 7
Fiji 1,295 24 23 36 3 | 39 kX4 44 16
Finland 6,653 33 31 21 11 | 57 2.8 14 38
France 7,210 K] 36 24 13 | 75 1.7 10 41
Gambia, The 208 35 e 42 4 34 24 34 79 8
Germany, Fed. Rep. 8,420 10 27 2t 14 1 83 0.8 5 48
Ghana 370 19 L 48 3 23 32 5.1 54 19
Greece 2,822 32 27 23 13 | 57 24 40 27
Grenada 549 25 2] 44 6 4 15 e 3 21
Guatemala 851 12 10 43 3 15 37 16 57 19
Honduras 403 18 16 47 3 4 12 53 63 15
Iceland 7,690 32 . 28 9 I 87 1.8 13 44
India 162 18 15 42 3 I8 21 3.1 73 11
Indoncsia 330 20 . 41 3 19 18 33 60 12
Iran 1,950 42 32 46 3 14 45 5.0 41 32
Ireland 2,869 46 s 30 I! | 55 2.3 2] 36
Israel 3,790 71 46 33 8 | 87 33 8 37
ltaly 3439 39 3 23 12 | 67 1.5 13 47
Jamaica 1,466 39 K] 44 6 3 46 36 24 27
Japan 6,593 6 ees 24 8 | 75 2.4 14 37
Jordan 790 52 28 47 3 16 33 4.5 28 39
Kenya 278 23 21 47 3 14 12 7.0 79 9
Korea 97! 9 13 37 3 5 49 54 43 33
Kuwait 11,554 39 33 48 2 2 B4 78 2 34
Lesotho 106 25 25 39 4 21 3 81 83 4
Liberia 396 31 30 43 3 23 ki) 56 73 4
Luxembourg 9,640 46 45 20 13 | 74 279 8 44
Madagascar 183 21 20 45 3 27 16 4.3 84 5
Malawi 163 21 20 44 3 27 20 18.4 87 5
Malaysia 1046 32 27 43 3 3 30 4.3 44 20
Mali 114 il 17 44 3 32 17 5.3 89 5
Maka 1,808 4t 40 23 11 — 79 0.7 5 42
Mauritius 773 36 36 36 4 4 44 1.0 30 25
Mexico 1,149 18 17 46 4 6 63 4.6 34 25
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Appendix

Table 14 (concluded). Variables Used in Estimating Expenditure Equations: 1977 or Latest Available Year

Share
of

Share Toal Share Papulatien Shure Share
of Public Share Share of Growth of of
Income Taral Expenditure of of Population Rate Laber Labar
per Public {Net of Population Papulution Infam in in Force Force
Capita Expenditure Detense) Under Over Mortality Urban Urban m in
Country {in 3) m GDP n GDP 15 [ik] Rate Ateizs Areas Agnculture Industry
Morocco 566 43 36 46 2 17 37 4.] 53 1o
Nepal 105 13 12 42 3 23 4 4.4 93 2
Netherlands 7,690 53 50 24 11 ! 76 0.5 6 45
New Zealand 5,026 38 36 29 9 ! 33 22 10 35
Nicaragua 826 17 15 48 2 17 50 4.5 44 14
Niger 144 23 21 47 2 32 10 6.8 92 3
Nigeria 551 3] 27 46 2 24 18 4.6 56 18
Norway 8,905 46 43 23 14 ! 47 31 8 37
Oman 2,224 58 37 43 4 29 ces ces 63 -
Pakistan 202 23 17 47 3 17 26 4.1 58 20
Panama 1,226 3l L. 42 4 3 51 4.1 30 18
Papua New Guinea 558 32 30 42 3 19 13 8.0 84 8
Paraguay 742 11 i0 45 3 8 38 33 51 19
Peru 767 20 i7 44 3 16 63 4.5 40 20
Philippines 467 15 12 46 3 7 34 35 51 15
Portugal 1,563 il 28 26 11 2 28 23 27 36
Rwanda 176 14 1 47 2 27 4 56 92 3
Senegal 415 16 14 44 3 32 24 2.9 77 9
Sierra Leone 206 23 22 43 3 27 21 5.6 68 18
Singapore 2,954 23 17 3 4 i 100 1.6 2 32
Solomeon [slands can i . 438 4 . 49 45 15
Somalia 107 37 29 45 2 31 27 5.0 83 7
South Africa 1,539 27 . 41 4 10 48 29 30 30
Spain 3,299 25 24 26 11 1 71 24 19 42
Sri Lanka 195 23 23 38 4 2 24 37 54 15
Sudan 349 26 23 45 3 31 20 6.9 79 10
Suriname 1,575 42 . 49 3 5 50 3.2 19 24
Swaziland 614 33 3 45 3 27 4 9.3 75 6
Sweden 9,248 45 41 21 15 — 85 1.2 5 37
Switzerland 9,583 21 19 pa] 12 1 56 1.0 6 48
Syrian Arab Rep. 886 58 43 46 4 14 47 4.7 49 23
Tanzania 197 28 25 46 3 20 9 8.5 84 6
Thailand 422 18 15 45 3 6 4 35 77 8
Togo 292 - Cen 46 3 27 15 5.5 65 14
Tunisia 852 37 35 43 4 15 48 36 43 23
Turkey 1,E58 26 22 41 5 10 43 4.7 62 14
United Arab Emirates 20,840 12 8 44 4 29 65 20.5 . e
United Kingdom 4,018 42 37 23 14 1 90 0.5 2 43
United States 8,431 23 18 24 1 i 70 1.3 3 33
Upper Volta 125 17 13 44 ] 32 8 3.6 84 13
Uruguay 1,472 23 21 28 9 3 83 04 12 32
Venezuela 2,808 35 EX] 44 3 5 80 44 21 27
Yemen Arab Rep. 402 21 13 45 3 3 8 7.3 76 L
Yugoslavia 2,027 24 9 25 9 2 38 3.0 42 34
Zaire 188 30 . 43 3 27 35 5.4 76 13
Zambia 484 39 v 47 3 23 34 5.4 69 11

Sources: International Monetary Fund, Government Finance Statistics Yearbook, Vol. 4 (1980), and Inrernational Financial Statistics; Internatio
Bank for Reconstruction and Development, World Tables (1980, 2nd ed.).

nal
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APPENDIX

Table 15. Variables Used in Estimating Expenditure Equations: 1977 or Latest Available Year

Share
aof

[ndex Other
Pupil- of Share Share Manutacturing

Primary Secondary Teacher Access Population of of and

School School Ralio, 0 per Gne G Fuel in

Enrollment Enrollment Primaty Clean Hospital in [t} Total

Country Rate Rate School Water Bed Manufacturing Agriculture Exporty
Argentina 108 56 18 66 173 34 12 16
Australia 92 73 21 100 80 21 6 3l
Austria 102 77 21 10D 90 30 5 38
Bahamas 135 75 44 65 230 o Ces 99
Bahrain . . e 100 250 21 2 37
Bangladesh 83 23 55 53 4,430 8 53 62
Barbados 108 78 33 100 16 10 10 48
Belgium 106 B9 19 100 110 26 2 59
Bolivia 80 32 23 4 510 13 17 36
Botswana 92 18 33 45 340 6 26 s
Brazil 90 18 22 77 260 24 10 16
Burma &) 22 52 17 1,220 10 48 8
Burundi 22 3 31 cas 760 . v 2
Cameroon 120 17 51 26 380 14 33 3
Canada 106 94 25 100 110 1% 4 31
Benin 53 10 48 20 780 g 34 8
Chad 41 3 75 26 1,140 7 48 4
Chile 1z 48 ki 83 300 21 Il 92
Congo, People’s Rep. 155 52 6l 38 190 16 13 69
Costa Rica 111 43 33 77 260 20 23 21
Cyprus 69 6l 26 95 200 14 12 39
Denmark 103 77 16 100 100 9 -] 32
Dominican Rep. 110 24 54 55 350 19 2t 16
Ecuador 102 42 38 40 430 17 21 61
Egypt 72 42 40 66 460 20 26 49
El Salvador 77 21 43 53 500 L5 34 28
Ethiopia 23 6 46 6 2,980 9 47 4
Fiji 1o 30 32 69 340 [0 22 21
Finland 103 97 19 100 70 28 10 50
France 108 85 18 100 100 27 5 42
Gambia, The 32 9 27 12 1,291 2 5 e
Germany, Fed. Rep. 129 66 23 100 80 38 3 43
Ghana 44 50 30 35 600 9 38 22
Greece 105 83 30 95 160 16 14 49
Grenada 99 42 18 38 149 2 27 1
Guatemala . ces 35 40 470 cs . .
Honduras 89 13 15 46 660 15 30 10
Iceland 101 79 21 100 70 - . 5
India 79 28 42 33 1,231 15 36 50
Indonesia 82 20 30 12 1,560 10 32 69
Iran 98 48 3 51 650 12 g 98
Ireland 109 90 3 100 90 o .. 40
Israel 128 39 17 90 170 19 5 70
Ttaly 103 71 18 100 90 33 8 57
Jamaica 98 58 ¥ 36 260 20 9 77
Japan 10 92 25 100 160 30 5 4]
Jordan 84 49 36 56 950 13 7 28
Kenya 105 15 33 17 760 12 35 27
Korea 109 63 49 62 1,430 22 21 69
Kuwait 93 60 16 8% 210 6 — 26
Lesotho 119 15 53 17 560 1 19 v
Liberia 62 16 41 20 690 5 29 76
Luxembourg 114 53 20 [00 90 34 3 .
Madagascar 92 14 61 26 410 14 39 14
Malawi 56 5 6l 33 760 14 43 5
Malaysia 94 45 32 62 270 17 30 23
Mali 28 7 27 9 1,350 12 39 1
Malta 101 75 21 90 100 28 5 77
Mauritius 103 45 24 60 280 15 19 2
Mexico 116 37 46 62 860 29 10 51
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Appendix

Table 15 (concluded).

Yariables Used in Estimating Expenditure Equations: 1977 or Latest Available Year

Share
of

Ledex Other
Pupil- of Share Share Manufacturing

Primary Secondary Teacher Access Population of of and

Schoo] School Ratie, ] per GDP GDP Fuel in

Enreliment Enrallment Primary Clean Huspital in in Total

Country Rate Rate Schooi Water Bed Manulacturing Apriculture Expornts
Maorocco 05 17 40 35 TG I6 e 2
Nepal 60 12 31 9 6,630 10 62 ..
Netherlands 101 92 27 100 90 27 4 52
New Zealand 111 85 23 100 146 vl . 16
Nicaragua 85 21 39 70 400 20 24 16
Niger 21 3 4] 27 1,200 11 43 3
Nigeria 49 10 34 e 1,170 8 32 94
Norway 102 89 17 L)) 70 20 6 43
Oman 44 2 24 32 640 1 3 160
Pakistan 50 17 42 29 2,020 14 29 62
Panama 124 53 30 79 266 15 17 35
Papua New Guinea 58 12 31 20 150 9 34 16
Paraguay 106 20 28 13 610 17 34 14
Peru 110 49 40 47 500 17 14 50
Philippines 105 56 29 39 880 25 28 24
Portugal 97 85 27 65 170 30 11 57
Rwanda 6l 2 53 35 580 14 42 36
Senegal 45 Il 49 37 730 17 29 27
Sierra Leone 37 11 32 12 1,080 5 36 gl
Singapore 110 55 30 100 280 26 2 50
Solomon Islands cen - 26 3t 325 e . v
Somualia 40 3 35 33 570 9 15 2
South Africa 107 I8 4] e 150 21 7 61
Spain 114 73 29 75 190 27 9 49
Sri Lanka 77 55 29 20 330 4 37 13
Sudan 39 13 39 46 960 6 41 |
Suriname 105 42 32 e 180 6 10 94
Swaziland 103 35 38 37 290 21 25 .
Sweden 96 0 18 100 70 24 4 38
Switzerland 90 52 24 100 0 Ve 58
Syrian Arab Rep. 103 30 33 75 980 10 9 74
Tanzania 70 3 50 39 684 9 44 13
Thailand 83 26 30 22 800 19 28 17
Togo 103 23 6l 16 680 8 28 29
Tunisia 100 20 40 70 410 9 16 74
Turkey 104 29 34 75 460 16 26 23
United Arab Emirates 75 et 14 e vt 2 1 98
United Kingdom 105 L1 22 100 110 25 3 50
United States 109 100 20 100 150 24 3 30
Upper Volta 16 2 48 10 1,518 11 33 3
Uruguay 95 62 23 08 150 26 0 32
Venezuela 104 38 31 75 340 16 6 9
Yemen Arab Rep. 26 4 38 4 2,060 L] 45 9
Yugoslavia 97 55 22 85 170 29 14 116
Zaire 86 13 42 16 330 8 26 10
Zambia 95 15 48 42 250 19 14 78

Sources: International Monetary Fund, Government Finance Statistics Yearbaok, Vol. 4(1980), and fnternational Financial Statistics; and Interna-

tional Bank for Reconstruction and Development, World Tables (1980, 2nd.ed.).
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