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s Afghanistan‟s former Minister of Finance Ashraf Ghani and colleagues wrote in a 2006 paper, oftentimes 

the most procedural elements of international development – from donors‟ methods of injecting assistance to 

government pay scales and procurement proceses – are among the most important in conflict-affected 

environments such as in Afghanistan. This report addresses another such issue: budget execution. 

 

„Budget execution‟ is a term which refers to a government‟s ability to spend the money which it has at its 

disposal. For instance, a ministry may be allocated USD 100 million but spend only USD 74 million, thus having 

executed only 74% of its budget. Or, to complicate matters, that ministry may have spent 100% of the USD 50 

million in its „operational budget‟ (e.g., for recurrent expenses such as staff salaries) but only USD 24 million of 

the USD 50 million of its „development budget‟ (e.g., for one-off expenses such as opening new offices or staff 

training). In such a situation one would say that operational budget execution is 100%, whereas development 

budget execution is 48%. According to the World Bank, it is common for governments to be far more effective at 

spending recurrent, operating expenses, which are predictable, rather than development expenditures, which are 

often oriented around institutional improvement or expansion. Ultimately, as Ali A. Jalali wrote in a 2008 book 

chapter concerning Afghanistan, “[l]ow execution capacity means that even if money is available, it cannot be 

committed and used”. 

 

Budget Execution in Afghanistan 

 

udget execution in Afghanistan is currently low but also variable between sectors and government ministries, 

according to the Budget Execution Unit (BEU) within the Afghan Ministry of Finance (MoF). For instance, a 

2008 report by the World Bank notes that, in the education sector, nearly all of the Afghan government‟s 

operating budget was spent on payroll, facilities and operations, as intended. However, only USD 60.3 million of 

the USD 161 million (or 37.5%) of the government‟s education-related development budget was expended. 

 

In addition, data from the Afghan finance ministry for Solar Year (SY) 1389, which extended from March 2010 to 

March 2011, indicate that 92% of the operational budget had been spent, as opposed to 37% of the development 

budget. Indeed, SY 1389 has proven to be the worst year for budget execution since 2004, according to data from 

the Afghan MoF (see Table 1, next page). The relatively low budget execution during SY 1389 was due both to 

the Afghan government‟s low spending levels and to the greater amounts of aid which international donors have 

provided via the Afghan government. According to the Communiqué agreed by the Afghan government and the 

international community at the Kabul Conference in July 2010, foreign donors aim to put as much as 50% of their 

aid „on budget‟ (i.e., through the Afghan government‟s budgetary process and public administration) in the 

coming years. As such, increasing budget execution rates is a major international priority. 
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Table 1. Development Budget Execution Rates in Afghanistan, 2005/06 to 2009/10 
 

Fiscal Year 

(Solar Year) 

Afghan Government 

Development Budget 

(Million USD) 

Afghan Government Development 

Budget Execution Rates 

2005/06 (1384) 1,032.00 41% 

2006/07 (1385) 1,320.00 54% 

2007/08 (1386) 1,720.00 54% 

2008/09 (1387) 2,247.00 43% 

2009/10 (1388) 1,136.00 38% 

2010/11 (1389) 2,251.00 37% 
 

Source: Data on the value of the Afghan government CDB for 1384-1388 was extracted from the 1388 National Budget. Figures for 

budget execution rate (percentage) can be found in the document “Afghanistan’s National Budget” available via Harmonieweb. 

Data from 1389 comes from the MoF’s 13 March 2011 update on budget execution. 

 

The CFC‟s Afghanistan Team conducted an in-depth review of nine major studies concerning public financial 

management and budget execution in Afghanistan from the World Bank, the International Monetary Fund (IMF), 

the United Nations Development Programme (UNDP), the Afghanistan Research and Evaluation Unit (AREU) 

and others (see Annex A for the full list of documents analysed). This review revealed a range of explanations for 

low budget execution. These are presented below in order from, first, those noted most commonly to, last, those 

noted in only one or two of the studies. 

 

 Donor Practices – While budget execution is often viewed as primarily a problem within developing 

countries (those that receive aid from international donors), five of the nine studies emphasised that it is 

significantly influenced by donor practices. The high number of donors, differences between donors‟ financial 

systems and the variety of assistance delivery mechanisms were found to pose a major challenge for Afghan 

state institutions. In particular, government agencies often struggled to adapt to each donor‟s monitoring, 

reporting and accountability procedures. Furthermore, studies highlighted that donors‟ varied means of 

injecting assistance also created difficulties. For instance, a donor might support education in Afghanistan by 

providing funds to one, or, more likely, several of the following: the MoF, the Ministry of Education (MoE), a 

provincial or district education department, a United Nations agency, an international or Afghan non-

governmental organisation (NGO), a provincial reconstruction team (PRT) or the Afghanistan Reconstruction 

Trust Fund (ARTF). Under such conditions, the studies noted, it is difficult for the Afghan government to 

know how much money it has available and when and how funds are being contributed. 
 

Also notable was the lack of predictability posed by donors‟ own budgetary processes. While Afghan 

government ministries and agencies may wish to plan expenditures according to multi-year programmes, 

donor countries may allocate foreign aid on an annual basis. As such, the Afghan government is impelled to 

adopt a relatively short-term approach to expenditure, which promotes certain types of expenditures (e.g., on 

materials) rather than high-cost, long-term capital investments (e.g., the introduction of new services), 

according to the IMF. Finally, many donors‟ fiscal years did not match that used by the Afghan government, 

thus creating an added complication for expenditure and financial reporting. The Afghan government‟s fiscal 

year follows the Persian calendar which begins (and ends) during the third week of March each year. In 

contrast, the fiscal year for the US government, Afghanistan‟s largest donor, begins on 01 October and ends 

on 30 September each year; the Japanese government‟s fiscal year is, however, closer to Afghanistan‟s, 

beginning on 01 April and ending on the following 31 March. 
  

http://www.budgetmof.gov.af/Budget_Resources/1388/1388_National_Budget_ENG.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/PDFs%20for%20Weekly%20Inputs%20or%20Monthly%20Reports/ND-Afghanistan-National-Budget-RONNA-HarmonieWeb.pdf
https://ronna-afghan.harmonieweb.org/Pages/Default.aspx
http://budgetmof.gov.af/units/Budget_Execution/execution/Exe%20rate%20Report%20%20on%2013_March_2011.xls
http://www.imf.org/external/index.htm
http://www.undp.org.af/
http://www.areu.org.af/
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2009-01-01-WB-Research-2009.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2004-01-01-WWB-Book-Research-2004.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2004-01-01-WWB-Book-Research-2004.pdf
http://english.moe.gov.af/
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/SOUTHASIAEXT/AFGHANISTANEXTN/0,,contentMDK:20152008~pagePK:141137~piPK:217854~theSitePK:305985,00.html
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-01-01-OECD-Assessment-2010.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-02-01-IMF-Policy-2010.pdf
http://calendar.zoznam.sk/persian_calendar-en.php
https://www.cimicweb.org/Documents/CFC%20AFG%20Economic%20Stabilization%20Archive/Contemporary%20Economic%20Issues%20in%20Afghanistan%20-%20Monthly%20Report%20-%20Aid%20Flows%20-%20Dec%202010.pdf
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 Limited Decentralisation – Equally important was the lack of progress on administrative decentralisation 

within Afghanistan, which was highlighted by five out of the nine studies. While the lack of provincial and 

district-level offices or government institutions was found to be one problem, the studies suggest that it is 

presently the autonomy and authority (rather than existence) of sub-national structures that poses a problem. 

Provincial or district-level offices have been established throughout Afghanistan, but these officials may not 

be empowered (or may not feel empowered) to expend resources without explicit approval from a higher-

level, such as a ministry official in Kabul. As such, spending either does not take place or is far slower than it 

should be due to lengthy and often legally un-required approval processes. 
 

 Knowledge & Information – Several studies also suggested that government officials at the national and 

provincial levels are unaware of the funds available. In some cases, sub-national officials simply did not know 

that they had the right to utilise funds for development projects, a fact which studies describe as being 

exacerbated by the highly centralised budget-formulation process in Afghanistan. Local officials who were 

not part of developing the budget were not aware of the level of resources that their office was entitled to 

spend. Two studies also noted that officials were often unwilling to spend funds because they did not know 

how much money had already been expended during a particular year and how much remained within their 

budget given the lack of adequate accounting and financial management practices. This issue was found to 

arise both within central ministries and, in particular, at the provincial level. Improved computerised and web-

based platforms for reporting government spending in real time were recommended by several studies. 
 

 Government Capacities/Capabilities – Limited government capacities were noted by four studies, including 

a book published by the World Bank, as being an important factor. Officials reportedly had limited ability to 

design and manage new projects (though they were more able to oversee routine operations). This fact had a 

particularly negative effect upon the use of the development budget, which is intended to finance new projects 

and services. Studies also noted some officials‟ difficulty in understanding and following the procedural 

complexities imposed by a number of donors (see the discussion of “Procedural Issues” below for further 

elaboration on this point). 
 

 Procedural Issues – Three of the nine studies discuss the manner in which complex procedures make it 

difficult for government officials to obtain approval for expenditure or to procure items needed for 

development projects. The complexities of divergent procurement regulations applied by the Afghan 

government and various international donors were deemed to be particularly troublesome by two reports. A 

third report by UNDP noted that complex forms required for authorising expenditure had hindered budget 

execution in a country with high rates of illiteracy and semi-literacy. 
 

 Contextual Factors – Two of the nine reports indicated that insecurity had undermined budget execution. 

Violence is said to have prevented basic government operations in some instances, as well as particularly 

undermining the execution of new initiatives that would have been funded under the development budget. 

Echoing this point, government officials in Kandahar city told Pajhwok Afghan News how insecurity has 

made it difficult for the municipal government to fill vacant positions; resulting staff shortages prevented the 

government from meeting its SY 1389 goals. Furthermore, one report noted that elections, particularly the 

2009 presidential elections, held up spending given that subsequent changes in the Afghan cabinet were 

expected following the poll. Ministers and other officials were hesitant to allocate funds for initiatives they 

believed could be overturned by a newly arrived minister or agency head following the election outcomes. 

 

While these factors were all cited, it is important to note that some disagreements were also evident in current 

research, particularly on the importance of administrative decentralisation as a means of improving budget 

execution. Several studies suggested that giving further control over spending to provincial and district officials 

would increase the rate of expenditure, a strategy which is central to the Afghan government‟s Public Financial 

https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2008-08-01-WB-Research-2008.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2003-03-13-AREU-WB-Research-2003.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2003-03-13-AREU-WB-Research-2003.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2008-08-01-WB-Research-2008.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2003-03-13-AREU-WB-Research-2003.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2008-08-01-WB-Research-2008.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2009-01-01-WB-Research-2009.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2008-08-01-WB-Research-2008.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2007-01-01-WB-Research-2007.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2004-01-01-WWB-Book-Research-2004.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2007-01-01-WB-Research-2007.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2008-03-01-ACBAR-Research-2008.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2008-03-01-ACBAR-Research-2008.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-03-01-UNDP-Programe-2010.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2007-01-01-WB-Research-2007.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2008-03-01-ACBAR-Research-2008.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-03-01-UNDP-Programe-2010.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2004-01-01-WWB-Book-Research-2004.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/PDFs%20for%20Weekly%20Inputs%20or%20Monthly%20Reports/2011-03-29-Kandahar-Revenue-PAN.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-03-01-UNDP-Programe-2010.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2004-01-01-WWB-Book-Research-2004.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-01-01-OECD-Assessment-2010.pdf
http://www.budgetmof.gov.af/units/Budget_Policy_Coord_Reporting/Final%20Public_Financial_Management_Roadmap_14_July_2010.pdf
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Management Roadmap. However, a major 2008 World Bank study reached a different conclusion. The World 

Bank‟s report on Intergovernmental Fiscal Relations and Sub-national Expenditures in Afghanistan noted that 

budget execution by provincial and district offices was the greatest when decision-making regarding spending was 

centralised within ministries. It was believed that a clear „order‟ to spend from the highest level (i.e., the ministry) 

would most likely result in increased sub-national expenditure. Correspondingly, the World Bank study suggests 

that autonomy for provincial officials may foster confusion regarding procedures or make provincial officials 

concerned that their spending decisions will lead to criticism or accusations of waste or corruption.  

 

The Effects of Low Budget Execution 
 

he Afghan government‟s relatively low budget execution rate has a number of effects on social and economic 

spending and, hence, on developmental outcomes pertaining to health, education, agriculture and other 

sectors. First, while un-spent donor contributions to Afghanistan‟s development budget are commonly carried 

forward into future years, they are also deducted from donors‟ future contributions. For instance, if a ministry 

spends only half of the amount budgeted, that donor will likely only contribute as much as it believes that ministry 

can realistically spend the following year. Put differently, unspent funds generally – with some exceptions (e.g., 

the ARTF) – do not accumulate until a particular Afghan government agency or ministry has the ability or 

opportunity to spend them. 

 

Second, those Afghan government institutions which fail to spend money in one year may see their budgets shrink 

the following year, according to an analysis (see Table 2) of the MoF‟s proposed budget for the current fiscal year 

(which began on 21 March in Afghanistan). As the chart below suggests, those sectors with the lowest budget 

execution rates have tended to see their future, proposed funding decline the most significantly between fiscal 

years 2010/11 and 2011/12 – though the budget for 2011/12 (SY 1390) has not yet been approved by the Afghan 

parliament. Put another way, Afghan government institutions which have difficulty spending their funds in one 

year are likely to be allocated less money in future years‟ budgets. 

 

Table 2. Afghan Government Budget Execution: Performance and Budgetary Implications 
 

Sector 

2009/10 Development 

Budget Execution 

Rate 

2010/11 Development 

Budget Execution 

Rate 

(first 10 months only) 

 Proposed Change in 

Development Budget 

Allocation from 

2010/11 to 2011/121 

 Health 40% 43% -12% 

 Social Protection 46% 25.2%
2
 -25% 

 Education 40% 44.2% -27% 

 Security 63% 27% -36% 

 Governance, Rule of Law & Human Rights 30% 20% -37% 

 Agriculture and Rural Development 45% 21.5% -40% 

 Economic Governance & PSD
3
 21% 17% -52% 

 Infrastructure and Natural Resources 30% 28% -52% 
 

Source: The 2009/10 development budget execution rate comes from the October 2010, Pre-Budget Report by the Afghan MoF. The 

2010/11 execution rate and proposed change in development budget allocations are from the SY 1390 Afghan government budget. 

  

                                                           
1
 This funding change is included in the SY 1390 budget which is pending approval from the Afghan parliament. 

2
 Includes data for the first nine months of the year only. 

3
 Private-sector development 

T 

https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2008-08-01-WB-Research-2008.pdf
http://siteresources.worldbank.org/AFGHANISTANEXTN/Resources/305984-1264608805475/6739619-1282159147458/SY1389Budget.pdf
http://siteresources.worldbank.org/AFGHANISTANEXTN/Resources/305984-1264608805475/6739619-1282159147458/SY1389Budget.pdf
http://www.budgetmof.gov.af/Eco_Fiscal_info/Regular_Reports/MEB/1389/Pre_Budget_Report_1389_final.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-10-12-MoF-Pre-Budget-Report.pdf
http://budgetmof.gov.af/NationalBudget/1390%20Budget/1390%20NB%20Statement%20Draft_English_March%2026,%202011.pdf
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It is significant to note that the sectors with some of the lowest execution rates – and which are, thus, set to see the 

largest budget cuts – are highly relevant to economic development. These include, for instance, agriculture and 

rural development, economic affairs and private-sector development (PSD), as well as infrastructure and natural 

resources (e.g., mining). 

 

In addition to the budgetary effects, a report issued jointly by the World Bank and the AREU suggested in 2003, 

the potential governance and security ramifications of low budget execution. Noting early warning signs of low 

budget execution, the report‟s authors wrote: 

 

“The consequence of the current failure in budgetary execution is to deny essential services and 

to leave the door open to politically inspired patronage by local powers in areas that should be 

fully controlled by the national government. In the education sector, the absence of non-salary 

budgets is driving schools toward a reliance on discretionary handouts from local political figures 

and thus enshrining allegiances outside of the formal hierarchy”. 

 

As this passage states, budget execution may be understood not only or even primarily as a financial or 

bureaucratic issue but as a challenge to democratic governance, political legitimacy and stability within 

Afghanistan. 

 

Conclusion: Corrective Measures 
 

iven the centrality of budget execution within Afghanistan, it is important to better understand what is being 

done to improve the current situation. The Afghan government‟s primary response has been the 

aforementioned Public Financial Management Roadmap, which was approved in July 2010 and includes the 

following strategies: (i) strengthening provincial-level budgeting and information sharing; (ii) ensuring ministries 

have streamlined procedures in place to make procurement both easier and more fully compliant with applicable 

legislation and accountability requirements; and (iii) monitoring the financial and programmatic/delivery 

performance of ministries in order to better target budgetary allocations in future years. 

 

Additional recommendations are made within the studies reviewed by this report. While an IMF policy note 

suggests a renewed emphasis on governmental capacity building for project design and implementation, a report 

by the Association of Government Accountants Organizations of Asia (AGAOA) recommends increased 

outsourcing of government services and development projects to the Afghan private sector in order to speed up 

government spending. Other recommendations, in line with the findings outlined above, concern procedural 

streamlining, procurement rationalisation and administrative decentralisation. 

 

The extent to which such recommendations and policy changes will result in greater budget execution in future 

years remains to be seen and will be carefully monitored by the Afghan government and international community 

in the months and years ahead. 

 

 

G 

The Civil Military Fusion Centre (CFC) is an Information and Knowledge Management organisation focused on 

improving civil-military interaction, facilitating information sharing and enhancing situational awareness through the web portal, 

CimicWeb. CFC products are developed with open-source information from governmental organisations, non-governmental 

organisations, international organisations, academic institutions, media sources and military organisations.  By design, CFC 

products or links to open sourced and independently produced articles do not necessarily represent the opinions, views or official 

positions of any other organisation. 

http://www.budgetmof.gov.af/Eco_Fiscal_info/Regular_Reports/MEB/1389/Pre_Budget_Report_1389_final.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2003-03-13-AREU-WB-Research-2003.pdf
http://www.budgetmof.gov.af/units/Budget_Policy_Coord_Reporting/Final%20Public_Financial_Management_Roadmap_14_July_2010.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-02-01-IMF-Policy-2010.pdf
http://thirddimension.in/agaoa/
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-01-01-OECD-Assessment-2010.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-01-01-OECD-Assessment-2010.pdf
https://www.cimicweb.org/cmo/Afghanistan/Crisis%20Documents/Economic%20Stabilization/SZ%20REPORTS/2010-03-01-UNDP-Programe-2010.pdf
https://www.cimicweb.org/
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Annex A. Readings on Budget Execution in Afghanistan 

 

The documents listed below were analysed in the course of identifying causes of low budget execution rates in 

Afghanistan. These reports may be accessed by clicking on the hyperlink embedded within the name of each 

author. 

 

 Byrd, William & Stephane Guimbert. 2009. Public Finance, Security, and Development: A Framework and 

an Application to Afghanistan. Washington, DC: World Bank. 

 

 Carnahan, Michael, Nick Manning, Richard Bontjer & Stephane Guimbert. 2004. Reforming Fiscal and 

Economic Management in Afghanistan. Washington, DC: World Bank. 

 

 IMF. 2010. Afghanistan: Joint Staff Advisory Note. Washington, DC: International Monetary Fund. 

 

 Manning, Nick, William Byrd, Andrew Wilder & Anne Evans. 2003. Assessing Subnational Administration in 
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