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The Government of the Republic of South Sudan experienced challenges in the execution of the FY
2017/18 national budget due to poor cash flow which led to the delay of salary payments to
Government staff for several months. There was no capital budget allocation which made it difficult to
execute important Government priorities. However, there are also some successes including
suspension of fuel subsidies for the Nile Petroleum Corporation (NilePet), South Sudan's state-owned
oil company, in the FY 2018/2019 budget.

There are promising increases in global oil prices which will make it possible for additional resources
to be available. Non-oil revenue is projected to increase due to reforms and specifically due to the
establishment of the National Revenue Authority. We will therefore have sufficient revenue to execute
all our budgeted expenditure for the first half of the fiscal year. We will not be borrowing from the Bank
of South Sudan and this will strengthen our currency.

The FY 2018/2019 national budget will enable us to settle certain key expenditure obligations and to
pay salaries and salary arrears, transfers to state governments and service our outstanding debts, so
that our finances remain on a sustainable footing.

The national dialogue effort for peace revitalization is an important component of this year’s national
budget. Government priorities are stipulated in the recently formulated National Development Strategy
2018-2021 and are reflected and streamlined in the national budget plans. As a result, we will use our
limited resources to bring peace, maintain security, keep Government running smoothly and provide
core basic services to our people.

| am pleased to share the approved national budget to be used for FY 2018/2019. | am sure this budget
will address our Government. priorities and needs in a responsible manner and lay the foundation for
economic recovery and sustalnable development in the Republic of South Sudan.

Hon. Ocum Karlo N ot /=
Undersecretary of. Plannmg \74
Minister of Finance and Economic’ Plannmg
Government of the Republic’ of South Sudan



Contact information:

The South Sudan Citizens Enacted Budget 2018/2019 is available online via the Ministry of Finance
and Economic Planning website http://grss-mof.org/

For hard copies of the Citizens Enacted Budget, please contact:
Ministry of Finance and Economic Planning

Office of the Undersecretary of Planning

Ministries Area

or P.O. Box 80 Juba, Republic of South Sudan

Email: ocumkarlo@gmail.com




Foreword from the Minister of
Finance and Economic Planning

It is with a great pleasure that | introduce the approved national budget and context for
the financial year (FY) 2018/19 to the citizens of South Sudan. The approved budget
includes a macroeconomic overview of Government policy priorities for stabilizing
economic growth, as measured by gross domestic product (GDP), and for reducing
inflation which has important implications for the Government and society as a whole.
The Government is committed to working to maintain macroeconomic and
microeconomic stability to achieve sustainable development and broad economic
growth.

The approved national budget is based on data collected from the Ministry of Finance
and Economic Planning, Ministry of Petroleum, National Bureau of Statistics and the
Bank of South Sudan. With the analysis from the Directorates of Budget, Revenue,
Macro Planning, and Aid Coordination, in the Ministry of Finance and Economic
Planning, we were able to estimate and project our resource envelope for the FY

2018/19 national budget.

The Government of the Republic of South
Sudan experienced challenges in the
execution of the FY 2017/18 national budget
due to poor cash flow which led to the delay of
salary payments to Government staff for
several months. There was no capital budget
allocation which made it difficult to execute
important Government priorities. However,
there are also some successes including
suspension of  fuel subsidies  for
the Nile Petroleum  Corporation (NilePet),
South Sudan's state-owned oil company, in
the FY 2018/2019 budget.

There are promising increases in global oil
prices which will make it possible for additional
resources to be available. Non-oil revenue is
projected to increase due to reforms and
specifically due to the establishment of the
National Revenue Authority. We will therefore
have sufficient revenue to execute all our
budgeted expenditure for the first half of the
fiscal year. We will not be borrowing from the
Bank of South Sudan and this will strengthen
our currency.

The FY 2018/2019 national budget will enable
us to settle certain key expenditure obligations

and to pay salaries and salary arrears,
transfers to state governments and service
our outstanding debts, so that our finances
remain on a sustainable footing.

The national dialogue effort for peace
revitalization is an important component of
this year's national budget. Government
priorities are stipulated in the recently
formulated National Development Strategy
2018-2021 and are reflected and streamlined
in the national budget plans. As a result, we
will use our limited resources to bring peace,
maintain security, keep Government running
smoothly and provide core basic services to
our people.

| am pleased to share the approved national
budget to be used for FY 2018/2019. | am sure
this budget will address our Government
priorities and needs in a responsible manner
and lay the foundation for economic recovery
and sustainable development in the Republic
of South Sudan.

Hon. Salvatore Garang Mabiordit
Minister of Finance and Economic Planning
Government of the Republic of South Sudan



Key messages from the approved national
budget for 2018/2019

The total resource available for the approved budget for FY 2018/2019 is estimated at South
Sudanese Pound (SSP) 81.590 billion, close to double the FY 2017/2018 budget that stood at SSP
46.277 billion.

Effect of inflation on salaries, goods and services

When inflation is considered, the increases in total expenditure and revenue are of a much smaller
magnitude than they otherwise appear. The Government has faced major challenges in fulfilling
its basic obligations, such as paying teachers' salaries. Instability in the country led to a collapse
in government revenue as businesses lost confidence in the economy, and oil prices and
production were well below expectations.

In the previous budget, the Government was only able to pay nine months of Government salaries,
seven months of transfers to state governments and was not able to pay for any of its obligations
to its embassies abroad. To address this, in this current fiscal year 2018/19, the government
allocated SSP 17 billion to meet the salary arrears for FY 2017/18.

Increases in goods and services for education and health
There are large, real increases in the goods and services allocations for the education and health

sectors. The objective of these allocations is to ensure that adequate operational costs are
provided to enhance better service delivery in the respective sectors.
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Education: Health:

The education sector registers a noticeable The health budget is 2 per cent of the

increment from FY 2017/2018: 78 per cent
of these allocations are channelled towards
goods and services at state level to cater for
operational costs such as salaries,
allowances of teachers and running of
respective educational institutions.

Gender:

There is a slight increase in the budget for
gender, including for goods and services
within the gender sector.

approved national budget which falls below
the required 15 per cent of the Abuja
Declaration 2001. The budget for use of
goods and services has been increased by
23 per cent in the approved budget, an area
that has been characterized by
overspending as evidenced in the FY
2017/2018.




What is the national budget?

The national budget is a government's
annual plan that provides estimates for
revenue and expenditure during the financial
year that runs from 15t July to 30" June. In the
budget, the national government plans how it
will finance its expenditure estimates and the
sources from which it will obtain its income,
such as proceeds from oil, tax and grants
from donors in the form of revenue.

Three levels of government shape decisions
made by the national government in
determining its national priorities. In South
Sudan, the National Development Strategy
2018-2021 provides guidance in determining
the spending priorities of the country. The
various spending agencies and departments

at the national level derive their annual
budget submissions through their key
programmes and activities, based on the
government priorities, sectoral plans and
policy statements. At the state level, annual
spending priority plans are submitted based
on the state strategic plan. Local government
sets spending priority plans based on the
county development plan and the annual
participatory planning process.

The national budget is thus a reflection of the
Government's plan to implement its national
priorities manifested through allocations to
sectors such as education, health and social
development, with the objective of spurring
economic growth and development.




How was the budget
spent in FY 2017/20187

Salary arrears
for both Central
Govt & States
25%

Security
23%

Public
Administration
25%

Rule of
Law
7%

Other

Accountability

Economic functions

Education

Health

Infrastructure

Interest-related bank charges

Natural resources and rural development
Peace Budget

Rule of law

Social and humanitarian affairs?

How will the budget be
spent in FY 2018/20197?

Security
22%

Public
Administration
19%

Salary Arrears

for both Central
Govt & States
24%

2017/2018 2018/2019
5% 5%
1% 1%
2% 2%
1% 4%
1% 1%
1% 1%
6% 4%
0% 0%

2 Gender is one of four sectors that fall under Social and Humanitarian Affairs, the other three including Culture,
Youth and Sports, Peace Commission, Humanitarian Affairs and Disaster Management. The budget line is shown

as zero due to rounding (budget is less than 0.5 per cent).
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Education

The mandate of the Ministry of Education, Science and Technology is to provide accessible, free,
quality education to all children in South Sudan. The Ministry of Education, Science and
Technology is divided into two ministries; the Ministry of General Education and Instruction
(MoGEIl) and Ministry of Higher Education, Science and Technology (MoHEST). The overall
objective of MoGEl is to provide quality education for all children and opportunities of equal access
to all citizens of South Sudan; the objective of MOHEST is to produce highly skilled human capital
that meets national and international standards, transforming the country into a competitive
knowledge-based economy. Funds are disbursed to support the operations of state education
ministries in order to realize these goals.

Education sector allocations at national level

The budget proposes a 309 per cent real increase for the education sector, with the highest
proportion going towards transfers to states and counties for basic education (see below page 14).
The Government has provided a new budget for the National Examination Board unlike previous
budgets. However, the previous year’'s budget paid only 87 per cent of the budgeted amount to the
relevant institutions in the education sector.

Despite the increment in this year's education budget from 3 to 11 per cent of the approved national
budget, overall government spending on education still lies below levels stipulated by national
legislation and global standards. MoGEl's budget does not meet the 10 per cent share of the
national budget while MOHEST’s budget does not meet the 5 per cent share stipulated in the Higher
Education Act 2012. Neither does this year's education budget meet the commitment of allocating
at least 15-20 per cent of total public expenditure to education as stipulated in the Incheon
Declaration 2015.

Education Sector Budget Allocations
FY 2017/18 and FY2018/19

78%

65%

27%

13%
9%

8%
T mm |

Wages and Salaries  Goods and services Transfers and Grants  Capital Expenditure Interest, Grants, Loans
& Donations

0% 0% 0% 0%

m2017/18 % change  m2018/19 % change



Health

The mandate of the Ministry of Health is to improve the health status of the citizens of South Sudan
and provide them with quality health care, with special attention given to children, women and the
vulnerable. The Ministry at the national level is responsible for the formulation of national health
plans and policies and creating an enabling environment that allows state ministries of health to
effectively provide health care to their citizens. As such, its focus is on monitoring health care
provision activities; providing the necessary support in financial and non-financial terms, for
example through paying salaries and allowances for health workers; meeting medical costs
associated with the maintenance of basic primary health care centres and equipping them with
drugs and necessary equipment.

Health sector allocations at national level

There has been no increase in the budget for the health sector which is approved at only 2 per
cent of national budget funding, as per the previous year. This is significantly lower than the budget
for the education sector. The previous year’'s budget released only 47 per cent of the budgeted
amount for the health sector. Two areas remain under-budgeted in the approved budget for FY
2018/2019: medical training of midwives and medical assistants, which are crucial for reducing
unattended child births; and increased access to health facilities, professional development,
pharmaceuticals and equipment.

The South Sudan HIV/AIDS Commission remains incapacitated with state offices not operational
and training remains under budgeted in the approved budget for FY 2018/2019. The major
challenges faced include the need for mobility of health workers and maintenance of health centres
and equipment. The Drug and Food Control Authority is mandated to check the quality of
pharmaceutical drugs entering the country, however offices at the ports of entry have been closed
due to underfunding of the Authority.

Health Sector Budget Allocations
FY 2017/18 and FY 2018/19

m2017/18 % change
75% m2018/19 % change

46%

32%
23%

17%

Wages and Salaries Goods and services Transfers and Grants Capital Expenditure  Interest, Grants,
Loans & Donations

8%

0% 0% 0% 0%
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Gender

The Ministry of Gender, Child and Social Welfare promotes gender equality, social justice and
safeguards the rights and welfare of women, children, persons with disabilites and other
vulnerable groups. It provides policy guidance and advocates for the mainstreaming of gender
equality in all government institutions and ensures the equitable delivery of efficient and effective
services to all citizens. The Ministry works closely with the respective state gender ministries to
implement its national plan by monitoring activities, and by training state staff to empower women,
children and persons with special needs and to advocate for the upholding of their rights.

The 2018/2019 budget approved a 72 per cent increase in funding for the Ministry of Gender, Child
and Social Welfare. However, the budget for social and humanitarian affairs under which gender
sits, is less than 0.5 per cent of the national budget, and so this increase is not significant. The
gender budget provides for some increases in operational costs, but there is no allowance for
transfers to ministries at the sub-national level or for capital expenditure allocations. This will
impact negatively on the ability of state ministries to provide support to their targeted beneficiaries.
There is a decline of 11 per cent in funding for salaries of staff which further hinders the Ministry’s
ability to deliver its work programme for the 2018/2019 fiscal year.

Gender Budget Allocations
FY 2017/18 and FY 2018/19

m2017/18 % change

0,
A% m2018/19 % change

53%
47%
36%
I 0% 0% 0% 0% 0% 0%

Wages and Salaries Goods and services Transfers and Grants Capital Expenditure  Interest, Grants,
Loans & Donations
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Oil Revenue Stabilization Account: an
Indicator of Prudent Management

In line with the Transitional Constitution of the Republic of South Sudan, the approved Petroleum
Revenue Management Bill establishes an Oil Revenue Stabilization Account (ORSA) as one of
South Sudan’s two reserve funds. An ORSA is an account or a portfolio of investments into which
the Government channels all oil revenues received above what is needed to finance the annual
budget. When the amount held in the ORSA reaches a level that is half that of the national budget,
the excess is then transferred into the Future Generation Fund, which aims to mitigate the
inevitable exhaustion of petroleum. The purpose of the ORSA is to build up a protective buffer
against market fluctuations. So, if oil prices or total revenues are lower than the government
anticipated during the preceding annual budget process, funds in the ORSA can help cover any
deficit and ensure South Sudan has enough money to finance the budget until spending is adjusted
or oil prices rise.

Macroeconomic Objectives of the Budget

The FY 2018/2019 budget aims to achieve the following major objectives to stabilize
the economy of the country over 2018 and into 2019:

Achieve positive real
GDP growth for the
first time since 2014

O Get inflation down into the single
digits (i.e. below 10%) for the first

O time since 2014

Increase job creation
through government projects

Attract greater foreign aid
funding for both productive and
social sectors | p—
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How is the Budget Produced?

In general, the budget cycle consists of four phases: budget planning, budget preparation, budget
execution, and monitoring and reporting.

National Budget Cycle

Budget Planning

August

Setting of national priorities by:

e President and Council of Ministers
e Spending agencies

Preparing a budget calendar
o Ministry of Finance and Economic Planning (MeFEP) prepares a budget calendar with key dates for
budget processes

Budget Repo 0 and = buaget Preparatio
0 0 ® ELE e U < e
@ 0]of= : . i
b Sk 1 0 Pe ate e reso e envelope
3 0 P dete es a dicative budget ce g for ea
0 5 al repo
pending age and b o the Co 0 e 0
Quarte = al repo
& g Ao approva
selEEnling e 0 = es a budget ca ar to spending agencie
guidance on a al budge b 0 preparatio
0 P cond 0 op a akenolde
PDecembe
pending agencies prepare budge b o
Budget Execution ol e S
JUIy o) P compiles a e gs ana D 0 Co O e
Funds disbursed to spending S budaet to Co 0
agencies Draft budget presented to Co 0 & Or revie e g

e Activities implemented

21



€¢

‘'Spiepue}s

jeuoneulaul yum ubije 0y pue spuewsp |euoljeu
198W 0] pajedo|je ag pjnoys spuny aiow ‘soead

1O JUSAPE 3Y} YNIAA Juswdojanap Jisy} pue suazijio
asauepnsg Yinog jo Buiag-jlem ay} 0} ajnqguuod
1Y) seale Ayioud Jaylo oy papaau s| buipund

‘paziuowley
SI uoneJoUNWal SJUBAISS [IAID [|B JeY} OS papuswe
8¢ 01 01.0Z 10 19V Juswnjowg ay} Joj paau si a1ay |

"aseq anusnal
]I puedxa 0} pa2Iojud pue AJuoyiny anuanay
jeuolieN [euonouny Ajiny pue juswysi|qelss
ay) yoddns A|Buosis pinoys sioie|siba

‘Buipodal

pue abesn spunj uo |auuosiad soueuly Jo

Ansiuiw ayeys Buiulely sy} spJemoy spunj ajedoje
pinoys sJauled Jaylo pue juswuianob syl ‘siy;
0y uoiippe u| "Alqwassy ay} Agq papuaju; se juads
aJe spuny ainsua o} spodal ainypuadxe Ajleenb
Bumwgns jo aouelodwi ayj sajeys uodn ssaidul|

Juswellied Ag pessed aq 0} }l Joj spuny

[euonippe Amsnl pue 1sanbai 0} paau ssejousabe
Buipuadg 196png Asejusws|ddns oy BuiA|dde

10 ssao0ud 8y} uo sajouabe Buipuads 0} paje|nonJe
pue paieys ag p|noys suolnjeinbai pue sajni 1es|H

"SpJepue]s [eUONBUIBIUI PUB SpUBWSP [euoleu
]95W 10U Op SUOIIED0||Y "PaNIWo ale seale Ayoud
1210 "siuelb pue siajsuel; ‘'salejes pue sabem
Bunjeaw 01 payjwi| Ajjesauab ale suoledole 1bpng

"SJUBAIBS
[IA1D JuaJayip Buowe sabeyoed uopessunwal
pue saouemo|e Buisingsip Ul S81ous)sisuoou|

quasweled o) pajuasald sjjig o} Bupuasse ul Aejeg

"pPazin usag aAeY PasINgsIp spunj
Moy uo Hodal 0} sjang| ajels e Aloedes pajwi

1ebpng

Arejuswalddns 1oy BuiAjdde ui mojjoy 0} sunpadoud
ay s1epuly spodals ainypuadxs paysignd
10 3j2€| 0} 8NP Way} 0} pajesoje }26png ay}
passedins aney g1/.10Z Ad ul seusbe buipuads

‘wayl
03 pajeao|je Asuow ay} puads Asys moy mainal
0} JopJo ul spodas ywigns saiouabe buipuadg

«HAIN syuow 9 — Jo syjuouw ¢,

smalnal Jedl-piwl pue Alisuend



