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for the Reform of State Financial Administration) 
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This book resulted from research commissioned by the British Government’s Department for 
International Development (DFID), which, as a major donor to Mozambique, wanted to 
deepen its understanding of the nature of the budget process in Mozambique. It encouraged 
the authors to adopt a broad political economy approach, rather than the narrow technical 
approach often found in studies on the budget process, and to give particular attention to the 
institutional framework in which the budget is formulated, approved and executed and the 
interests and capacities of the various actors involved in the process.  

The authors greatly appreciated the encouragement and support they received from the DFID 
Office in Maputo, in particular the Representative, Eamon Cassidy, and the DFID staff 
members directly responsible for overseeing the study, Maja de Vibe and Alicia Herbert. A 
workshop involving DFID staff and the authors, in June 2004, helped to develop the 
conceptual framework for the study and a second workshop, in October 2004, provided an 
opportunity for in-depth discussion of the draft text, making many useful suggestions that 
helped to refine the analysis and sharpen the conclusions. 

However, we must stress that the study was conducted in a completely independent manner 
and that the resulting book reflects the views of the authors alone, and so does not represent in 
any way the official policy of DFID. 

We wish also to acknowledge the contributions of two researchers who assisted our work by 
preparing short texts and participating in some of the initial discussions. Aaron Schneider, of 
the Institute of Development Studies, University of Sussex, provided invaluable 
methodological advice for the conceptual framework of the study, while David Jackson, a 
consultant of Wise Owls Organisation, London, with many years of working and research 
experience in Mozambique, contributed material on the role of parliament and the political 
parties. 

We were engaged to conduct this research through our respective consultancy companies, 
Oxford Policy Management (OPM) and Analítica-RJT. We would like to thank OPM for 
facilitating the implementation of the study and in particular Stephen Jones, Director of 
OPM’s Economic Policy Programme, for providing access to a number of similar studies 
conducted by OPM in other parts of the world, which provided valuable methodological 
pointers for our work.  

The research involved extensive discussions with a wide range of participants in the budget 
process, as well as many observers of the process, in civil society and among donors.  The 
logistics of setting up these meetings were handled admirably by Leticia Fernandes of DFID 
and Kátia Taela, an assistant provided to the team by Analítica-RJT. 

Among officials of the Ministry of Planning and Finance, we are particularly grateful for the 
information and views we received from José Sulemane, National Director of Planning and 
Budget, Pedro Couto, Director of the Office of Studies (Gabinete de Estudos), Domingos 
Lambo, Deputy National Director of Planning and Budget, and Amílcar Tivane, Jaime 
Manjate, Bruce Byiers and Sam Jones, technical staff members of the National Directorate of 
Planning and Budget.  

As the research gave special attention to planning and budgeting in the health sector and 
included a case study on HIV/AIDS, we also spent much time in discussions with senior 
officials of the Ministry of Health and the Conselho Nacional do Combate ao SIDA.  We 
would like to acknowledge in particular the assistance we received in the Ministry of Health 
from Ernesto Mazivila, the acting Director of Planning and Cooperation, Gertrudes 
Machatine, the Director of Administration and Management, Avertino Barreto, the Deputy 
National Director of Health, Rui Bastos, of the Central Hospital of Maputo, Stijn Broecke, 
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technical staff member in the Directorate of Planning and Cooperation, Francisco Saúte, 
coordinator of epimediological surveillance for sexually transmitted infections, HIV and 
AIDS, and Carla Silva, head of the Repartição das Doenças Não Transmissíveis. Useful 
information was also provided by Enoque Ngomane and Lauren Wojtyla at the Conselho 
Nacional de Combate ao SIDA. 

As the research extended beyond the executive to parliament, we attached particular 
importance to understanding how the budget process is regarded by deputies, particularly in 
parliament’s Planning and Budget Commission. We were fortunate to receive detailed 
briefings from both the President and the Vice-President of the Commission, Virgínia Videira 
(FRELIMO) and Abel Mabunda (RENAMO-UE), as well as from a third deputy, Máximo 
Dias, Secretary-General of MONAMO. We are very grateful for their information and 
insights. 

We also held extensive discussions with a wide range of civil society organizations, with a 
view to understanding whether and how these organizations play a role, through dialogue with 
the government or other means, in influencing the budget process.  We would like to thank in 
particular José Negrão, Coordinator of the G-20 network of civil society organizations, 
Boaventura Mondlane, member of the Executive Secretariat of the Organização dos 
Trabalhadores Moçambicanos-Central Sindical, Kekobad Patel, Vice-President of the 
Associação Industrial de Moçambique, Paulo Fumane and Otília Pacule of the Confederação 
das Associações Económicas, and Miquelina Menezes of the Associação Moçambicana de 
Economistas. Important discussions were also held with leaders of NGOs working on 
HIV/AIDS, including Kerry Sherr and Helen Smuts of Health Alliance International, George 
Jagoe of the Clinton HIV/AIDS Initiative, Graça Neves of Kindlimuka, David Melody and 
Vera da Silva of Médecins sans Frontières, and Giovanni Guidotti of Santo Egidio.    

These discussions with civil society organizations extended to editors and journalists in the 
print and broadcast media, among them Simão Anguilaze, Director of Information at 
Televisão de Moçambique (TVM), Maria Esperança Macovele, presenter of the TVM 
programme «Semanário Económico», Jeremias Langa, Director of Information of STV, 
Manuel Veterano, Chairman of the Board of Rádio Moçambique, Boaventura Mandlate, 
Director of Information of Rádio Moçambique, Fernando Lima, Chairman of the Board of 
MediaCoop, and Fernando Gonçalves, Editor of Savana.  

Finally, in view of the importance of external assistance in financing Mozambique’s budget, 
we talked at length to officials of a number of donor agencies. Apart from DFID officials, we 
received briefings from Perry Perone, Representative of the International Monetary Fund in 
Mozambique, Humberto Cossa and António Franco at the World Bank office, and Telma 
Loforte and Rogers Dhliwayo at Swiss Cooperation. We were also fortunate to receive 
comments on the draft text from António Franco and Telma Loforte, for which we are 
sincerely grateful. 

We hope we have done justice to the advice and inputs of all those whom we consulted, while 
absolving them of any responsibility for the arguments and opinions expressed in the final 
text. 

 

Tony Hodges and Roberto Tibana 

Maputo, December 2004 
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This book is about the nature of the budget process in a highly aid-dependent developing 
country with weak institutions.  It argues that, while external aid helped to rebuild 
Mozambique after a long and devastating civil war and has contributed to economic growth, it 
has also had perverse side-effects, fragmenting government planning, budgeting and 
management and weakening national ownership of policymaking. Since Mozambique also 
has a weak civil society and a weak parliament that is not yet able to act as an effective check 
on the executive, high aid dependence means that the budget process essentially involves only 
two actors, the executive and foreign donors. Accountability to donors is much stronger than 
it is to Mozambican society. 

Mozambique is a country with a large structural dependence on external aid. Because of the 
low level of development of the economy, the tax base is very small and internal revenue 
accounts for only about half of total government expenditure (49 per cent in 2003). At about 
15 per cent, the aid/GDP ratio is twice as high as the average for sub-Saharan Africa. 

The high levels of aid, most of it in grant form, have made it possible to bring about a 
substantial real increase in government expenditure over the past decade, financing a large 
expansion of public infrastructure and services, while also making it easier for the 
government to restore overall fiscal stability – although there was a partial reversal in 2000-
2003. However, high levels of aid may have reduced the incentive to use resources more 
effectively and efficiently. The government has done little to improve the allocation of 
resources between and within sectors or to shift the pattern of territorial distribution to redress 
historical disparities. 

Institutional setting of the budget 

The budget process takes place in an institutional framework of constraints and incentives, 
which limit what the actors in the process can do and motivate them to behave in certain 
ways. These are the rules which determine how the “budget game” is played. In Mozambique, 
three key features of the budget game stand out: the fragmented, incremental nature of the 
budget process within government; the role of the donors as the main interlocutors of the 
government; and the weakness of internal demand, through parliament or from civil society, 
for improved management of public finances. 

Fragmented, incremental nature of the budget process. Within the executive, planning and 
resource allocation are highly dispersed, mainly due to the diversity of funding sources. There 
is not a single unified budget, in which the Ministry of Planning and Finance (MPF) plays a 
dominant role, but rather a plurality of partially overlapping budget systems. In large sectors 
such as education, health, agriculture and public works, donor assistance, much of it off-
budget, often outweighs the resources made available through the State Budget (OE). Even 
within the line ministries, power over resources is dispersed, due to donor funding of projects 
managed by different directorates and departments.  

As far as the OE itself is concerned, budget formulation has been driven only to a very limited 
extent by policy objectives and priorities. The only targets that guide budget formulation are 
those agreed with the IMF on overall fiscal aggregates and, since the adoption of the Action 
Plan for the Reduction of Absolute Poverty (PARPA) in 2001, a target of allocating 65 per 
cent of government expenditure (minus interest payments) to the plan’s six priority sectors. 
Apart from this, MPF does not apply clear criteria for allocating expenditure between and 
within sectors and provinces. In practice, MPF simply applies an incremental approach to 
expenditure allocations, in so far as rising levels of resources permit increased spending.  

Recurrent expenditure allocations largely reflect the existing location of public administration 
and services, while most investment decisions are perceived to be pre-determined by donors. 
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The government does not use its Medium Term Fiscal Framework (Cenário Fiscal de Médio 
Prazo) to allocate resources in a more prioritized, policy-driven manner and the input-based 
nature of the budget encourages an incremental approach because it provides no clear way of 
linking resource allocation to planned activities, outputs and outcomes. Furthermore, the use 
of policy-driven resource distribution criteria is hindered in practice by the lack of 
consolidated data on the totality of available resources, due to the large amount of resources 
(mainly from donors) that are fully or partially off-budget.  

Recent reforms, initiated by the Law on the State Financial Administration System (Law n.º 
9/2002), have focused mainly on budget execution weaknesses, notably in public accounts 
and the treasury system. By contrast, the government has given little attention to overcoming 
the weaknesses in budget formulation. In fact, there has been little demand from the top of 
government for measures to strengthen the links between policy objectives, plans and 
expenditure allocation. Possibly this reflects a desire to avoid having to make hard choices 
about trade-offs. An incremental approach to budgeting is simpler, because it is less 
contentious. The generally laisser faire style that has characterized government leadership in 
Mozambique in recent years would lend weight to this view.  

The consequences of external aid. While technical or capacity constraints partly explain the 
weaknesses described above, they are reinforced by the incentives created by external aid.  
Traditional project assistance has fragmented government planning, budgeting and 
management. Since projects are negotiated directly between donors and line ministries, or 
individual directorates within them, and the associated funds are often off-treasury (if not 
entirely off-budget), this form of aid financing weakens the authority of MPF vis-à-vis the 
line ministries and undermines executive accountability to parliament. Furthermore, the sector 
ministries’ direct access to resources from donors reduces the incentive for the government as 
a whole to engage in hard debates about resource allocation. Ministers rationally prefer to 
direct their efforts towards maximizing access to the funds available from donors at sectoral 
level, which they see this as the easiest way to achieve their priorities, and this obviates the 
need to engage in political debates over development strategy and run the risk of infighting 
over prioritization. 

To overcome the disadvantages of traditional project assistance, many donors have begun to 
provide some of their assistance to Mozambique in the form of “programme support”. This 
takes the form either of untied common funds within individual line ministries, linked to 
sector strategic plans, or general budget support (GBS). The sectoral common funds have 
helped to reduce the fragmentation caused by project financing within line ministries. GBS is 
untied budgetary assistance to the government as a whole. It adds to the resources available 
for allocation in the “normal” budget process and increases MPF’s influence vis-à-vis the 
sector ministries. 

For donors, the high fiduciary risk associated with GBS is being offset by the opportunity to 
engage in an enhanced policy dialogue with the government and to link future GBS 
commitments to government performance. GBS should provide a strong incentive to the 
government, and MPF in particular, to “take command” of budget policy, allocating resources 
in a more rational, policy-driven manner than in the past. However, two major constraints 
limit the extent to which this is really likely to happen: first, the government’s weak capacity 
to improve budget management; and, second, the fact that GBS still accounts for only about 
two fifths of aid to Mozambique. 

Weak internal demand. The strong influence of donors contrasts with the weakness of the 
internal pressure on the government from Mozambican society. Although parliament plays a 
formal role in debating and approving the OE, within the multi-party system introduced by 
the 1990 constitution, its ability to act as a real check on the executive in the budget process 
has been quite limited in practice. Besides capacity limitations and the polarized nature of 
inter-party relations in parliament, these constraints include: first, the poor presentation of the 
budget document, which is difficult for deputies to understand and analyse; second, the fact 
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that tax rates are not set as part of the budget legislation submitted to parliament; third, the 
wide latitude given by law to the executive to reallocate expenditure after parliament’s 
approval of the budget; fourth, the off-budget problem, which limits parliament’s oversight of 
the budget; fifth, the long delays in submitting the audited Conta Geral do Estado (CGE) to 
parliament; and sixth, the failure of the executive to involve parliament in the debate, 
approval and monitoring of the PARPA and other medium term planning instruments, which 
should provide the strategic framework for the annual budget. 

Despite the more positive environment for civil society since the end of the one-party system, 
including the establishment of various frameworks for a formal exchange of views between 
civil society organizations and the government, budget issues have not become a focus of 
interest for civil society organizations such as business associations, trade unions and NGOs. 
Media coverage of budget issues has also been weak and there is no evidence that government 
budget policy is influenced directly by the media. More generally, the development of civil 
society organizations has been held back by deep-rooted structural constraints, including the 
predominantly peasant nature of the rural population, which is atomized and unorganized, the 
small size of the formal economy (and thus the weakness of both the trade unions and private 
sector bodies) and the low levels of education and literacy, which limit access to information 
and ideas, particularly through the print media.  

Interests and capacities of key actors 

The way in which the institutional setting affects behaviour depends on the interests and 
capacities of the actors. Incentives, for example, interact with the interests of certain actors, 
stimulating them to behave in certain ways. On the other hand, weak capacity limits the extent 
to which actors can respond to incentives or find ways of dealing with constraints. 

The executive. The main interest of the politicians involved in overseeing the budget process 
is to ensure the continued functioning of the state apparatus and the payment of salaries to the 
countries’ civil servants. They also need to avoid the risk of public service disruption creating 
an impression of administrative incompetence that could damage the public image of the 
government. In so far as a growing internal resource base supplemented by donor support 
makes it possible to expand services, this also serves the politicians’ interest, as they need to 
be seen to be responding to the population’s concerns and needs. However, as noted above, 
there is little motivation at the highest political levels to think strategically about resource 
allocation or to introduce structural changes in the composition of expenditure, either 
territorially or sectorally.  

On the capacity side, the low supply of university graduates and strong competition in the 
labour market make it difficult for the public sector in Mozambique, including both MPF and 
the line ministries, to recruit and retain highly qualified personnel. MPF’s capacity is 
constrained by a lack of personnel with relevant specializations, which prevents it from 
playing a “challenge” function vis-à-vis the sector ministries, and by the organizational 
separation of planning and budget functions, which reinforces the technical divorce between 
plans and resource allocation. This organizational divide is replicated in the line ministries.  

More generally, low salary levels and the informal tolerance of income-diversification 
activities among government staff have resulted in large numbers of civil servants, 
particularly those with the best qualifications, engaging in consultancy and other remunerative 
activities alongside their official jobs, with obvious costs for productivity and conflicts of 
interest. These problems are compounded by an antiquated system of human resources 
administration, which primarily rewards formal qualifications and years of service, rather than 
on-the-job performance, resulting in weak staff incentives.  

Parliament and political parties. There is not really a FRELIMO budget policy distinct from 
that of the state. The content of the budget comes from the executive, rather than the party. 
However, the approach to some key budget issues reflects the ruling party’s general 
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ideological stand: for example the taboo on discussing issues of territorial equity in resource 
allocation and service delivery reflects FRELIMO’s stance on national unity, which leaves no 
place for acknowledging sectional interests. 

As for RENAMO, it is “against” FRELIMO, but short on distinctive policies. It boycotted 
parliament for a year after the 1999 elections, which it claimed had been rigged, and 
thereafter failed to put forward alternative policies, contributing little to the budget debate in 
parliament. This ineffectiveness may be a consequence of the highly personalized nature of 
the party and the fact that, as a past presidential candidate, the party leader does not hold a 
seat in parliament. There is no RENAMO shadow finance minister.  

The way the budget is debated in parliament also reflects characteristics common to almost all 
deputies, irrespective of the parties to which they belong. The deputies generally have neither 
the academic nor professional background to analyze complex budget issues. Furthermore, 
parliament’s general secretariat does not have the technical personnel that would be needed to 
provide research services to the commissions and deputies. Apart from their own salaries and 
benefits, deputies are interested mainly in micro issues, such as individual projects in their 
constituencies, and sensitive political issues such as delays in the payment of salaries, rather 
than broader fiscal questions or major expenditure allocation issues.  

None of the parties has more than a token capacity for policy development, particularly in 
technical areas such as public finance, although FRELIMO can call on ministers and party 
members in the higher echelons of the civil service to contribute to policy discussions and the 
preparation of documents, giving it a huge advantage compared to the other parties. 
RENAMO is disadvantaged both by its lack of direct government experience and by its 
inability to draw on the expertise of senior civil servants. 

Non-state actors. Several common factors account for the lack of interest in budget issues 
among civil society organizations. First, the low level of development of the formal sector of 
the economy means that the tax base is narrow, undermining the notion of a tax/services 
“compact”, and the resulting lack of public interest in the budget is accentuated by the fact 
that tax rates are set separately from the budget legislation. Second, the fact that much public 
expenditure is financed not by the government but by donors makes the budget seem less 
important than it would normally be. Third, the small size of the private sector, along with the 
practice of patronage as a tool for political survival, results in a highly concentrated and 
politically connected elite, which has little interest in developing and articulating alternative 
policies. In some cases, CSOs may be co-opted by the government or not wish to venture into 
potentially “hot” political issues. 

On the capacity side, few civil society organizations have the technical capacity to analyze 
budget issues. Private sector bodies do have the resources needed to hire technical expertise, 
but they have chosen not to give priority to budget issues. As for the trade unions, they have 
suffered an erosion of membership in the past decade, limiting their ability to finance 
research, despite the benefits of the recognition of trade union freedoms in 1990. Finally, 
while several media organizations report on economic news, their coverage of the budget is 
limited and weak. In this respect, the media houses are simply reflecting the low public 
demand, even among niche audiences. In addition, their inability to provide salaries that 
would attract and retain university graduates is a severe capacity constraint on coverage of 
complex technical subjects like the budget. 

Donors. Donors are heterogeneous in their motives, strategies, rules and procedures. 
Fiduciary risk, restrictive internal rules and/or a desire to “show the flag” have prevented 
some donors from evolving from traditional project aid to common funds and GBS. On the 
other hand, many donors have been influenced by the new thinking on aid effectiveness, 
which has emphasized the importance of partnership, based on government commitment and 
leadership, and the use of government systems and procedures, supported by necessary 
reforms and capacity building. These donors have accepted the high level of fiduciary risk 
associated with such aid modalities, because the benefits potentially outweigh the costs. A 
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major incentive for many has been the opportunity to engage in high-level dialogue with the 
government. Donors have also moved some common funds and projects on-budget. However, 
much external aid remains off-budget and most donors are likely to continue using a broad 
range of aid modalities to balance different interests and hedge against risks. 

HIV/AIDS treatment and the budget 

Government policy on HIV/AIDS provides an example of how the institutional setting and 
the interests and capacities of key actors affect budgeting in a specific area of high policy 
importance. Mozambique has one of the highest HIV prevalence rates in the world (13.8 per 
cent), so the budgetary implications of an effective national response are potentially immense. 

Until very recently, the strategy for combating HIV/AIDS in Mozambique centred on 
prevention and failed to recognise the link between prevention and treatment. This narrow 
approach reflected a lack of awareness of the rapid advances in treatment, concerns about the 
capacity of the National Health Service (SNS) to deliver a treatment programme and, above 
all, the presumption (in the government and among donors) that Mozambique was too poor to 
afford such a programme. Policy began to shift in 2001, when the Ministry of Health 
(MISAU) decided to provide anti-retroviral treatment to patients who could afford to pay. By 
2002, policy was evolving towards a major scaling up of access to highly active anti-retroviral 
therapy (HAART) for people living with HIV/AIDS. This culminated in the development of 
the Plano Estratégico Nacional de Combate às DTS/HIV/SIDA – Sector Saúde 2004-2008, 
which is costed at almost $500 million and aims to scale up the provision of HAART from 
just under 8,000 patients in 2004 to more than 130,000 in 2008, backed up by strengthening 
of the capacity of the health system to provide testing, counseling and treatment.  

Two external developments created an incentive for scaling up: first, the steep fall in drug 
prices, which by 2003 had dramatically cut the cost of treatment, and second, the emergence 
of major international initiatives to fund integrated HIV/AIDS programmes, including 
treatment. These opportunities were seized because there were also strong interests involved. 
First, the epidemic affected the politically influential elite as much as anyone else. Second, a 
sense of duty goaded some health professionals to help design the policy instruments and 
technical guidelines. Third, the civil service needed an institutionalized treatment policy, as 
ministries with large work-forces, such as MISAU itself, risked losing thousands of trained 
staff in the absence of treatment.  

However, despite the fact that 1.4 million people are infected with HIV, there has been almost 
no public pressure for treatment. National NGOs working on HIV/AIDS or representing 
people living with the disease have had little impact because of their small membership and 
weak capacity, which in turn reflect the structural constraints on civil society development 
generally. It is also striking that parliament and the political parties have been silent on the 
issue of HIV/AIDS treatment, due to the weakness of public pressure, deputies’ own limited 
capacity, the executive’s desire to keep issues like HIV/AIDS policy out of the parliamentary 
arena and the opposition’s lack of vision and weak leadership on the issue. 

In summary, apart from some inputs from health professionals and specialized international 
NGOs, the development of policy on HIV/AIDS treatment and its financing has remained 
almost entirely within the executive, while being heavily influenced by the changes in the 
international context and the discussions with donors. At the highest political level of 
government, there was no felt need to engage in trade-offs in resource use to meet the costs of 
this major new area of service delivery, as the financing available from donors removed the 
need to reorient the allocation of internal resources or the budget as a whole. In short, scaling 
up HAART has been a reaction to the incentives created by the emergence of international 
donor initiatives, allied with the steep fall in drugs prices, not domestic pressure strong 
enough to lead the government to allocate significant internal resources to the fight-back. 
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Conclusions 

The almost complete absence of a domestic “demand function” outside government for 
improvements in the budget is a manifestation of deep-rooted structural features of the 
Mozambican situation that will change only gradually as the country achieves higher levels of 
economic and social development. Given this reality, as well as the government’s heavy 
dependence on external aid, it is perhaps not surprising that the most important dialogue on 
budget policy and performance is now external, between the government and donors.  

Since more than half of aid is channeled through projects and common funds, in the line 
ministries, there is little incentive for the government to attempt to allocate global resources 
rationally. Rather than engage in potentially damaging political battles over resource 
allocation, ministers prefer to negotiate additional resources directly with donors. In short, the 
preponderance of non-GBS aid flows has had the effect of absolving the government of the 
need to exercise leadership in resource allocation. The incentives would only change radically 
if GBS’s share of total aid rose to much higher levels, but this is unlikely as most donors have 
opted for a mixed financing strategy to balance the advantages of non-earmarked aid against 
high levels of fiduciary risk and the disadvantages of “losing control” over the setting of 
priorities and allocation of resources. Some donors have opted not to contribute to GBS at all. 

While the share of GBS may not increase enough to transform the incentive structure 
decisively, other steps may also help move incentives in that direction. One is the shift from 
project financing to common funds at sectoral level, which is already encouraging line 
ministries to assume greater leadership of the policy, planning and budgeting processes in 
their own sectors. Second, some attempts are being made to reduce the proportion of external 
assistance that is off-budget, so that the government has fuller information on the resources at 
its disposal and how these resources are used.    

However, even with these changes in aid modalities, there is no guarantee that the 
government will manage its resources effectively and efficiently in pursuit of clearly 
articulated pro-poor goals. First, for many years it will continue to face severe capacity 
constraints, particularly in human resources, due to its difficulty in competing for skilled 
personnel in the labour market. Moreover, the government does not yet have the systems and 
tools needed to manage resources in a prioritized, policy-driven way, such as an effective 
medium term fiscal framework and a programme-based budgeting methodology. These 
constraints highlight the importance of capacity development, going beyond the short-term 
technical assistance favoured by most donors, as well as an extension of the reforms in public 
financial management beyond their current focus on the accounting and treasury dimensions 
of budget execution to encompass the methodologies and procedures that determine the 
content of the budget.  

More fundamentally, however, if internal pressure on the government remains weak, capacity 
development will not be enough, as commitment to pro-poor priorities is likely to be 
tempered by the more narrow “predatory” interests of the leading families that constitute the 
politico-business elite. To some extent donors can act as a “proxy” restraint on the elite in the 
absence of strong internal checks and balances. Nonetheless, there are limitations to this – and 
some inherent contradictions. Much more important in the long run will be the development 
of internal demand for improved budget policy and performance.  

A crucial development will be the emergence of a more effective parliament, with resources 
for proper scrutiny of the executive. Even more important, at a deeper societal level, will be 
the empowerment of the mass of the population, including the poor, so that they have the 
capacity to obtain access to information and ideas, organize in support of their rights and give 
voice to their concerns, and can thereby influence government policy and performance. 
Ultimately, however, such positive developments are likely to result mainly from structural 
changes -- reductions in poverty, illiteracy and vulnerability – as the country reaches higher 
levels of economic and social development. 
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This book is a case study about the nature of the budget process in a highly aid-dependent 
developing country with weak institutions. In Mozambique, aid from donors finances just 
over half of public expenditure. The basic hypothesis is that, despite the political 
democratization introduced by the 1990 Constitution, the Mozambican government’s 
accountability to the country’s citizens remains quite weak. Meanwhile, donors have come to 
exert enormous influence, affecting the incentive structure in a way that fragments the role of 
the executive in policy-making, planning and budgeting. Only recently and to a limited extent 
has this fragmentation been reduced by donors shifting part of their aid to sector-wide 
programmes and more recently to general budget support. 

Actors, institutions, process and outcomes. The analysis employs a conceptual framework 
that focuses on the nature and role of institutions and actors in the budget process, thereby 
affecting budget outcomes. By budget outcomes we mean the actual results of the executed 
budget, while the budget process concerns the way in which the budget is formulated and 
executed. Institutions are the ‘rules of the game’ within which the budget process takes place 
and actors are the various agents directly or indirectly involved in or influencing the budget 
process and its outcomes. 

One way to address outcome issues would be to apply Musgrave’s categories of stabilization, 
allocation and distribution. Stabilization refers to fiscal aggregates that shape the size of 
government and rates of interest and inflation. Allocation refers to the pattern of expenditure 
between and within government bodies, sectors or territorial units, and distribution refers to 
the social impact of expenditure on different groups and strata of society [Musgrave, 1959]. 
However, we do not attempt to make an in-depth assessment of budget outcomes in 
Mozambique. Other studies, such as the public expenditure review and related sector 
expenditure reviews conducted in Mozambique in recent years, have explored these questions 
more fully.1 Instead, our main focus is on the budget process, its institutional framework and 
the actors involved. On outcomes, we will simply highlight a few key features of 
Mozambique’s recent fiscal performance as a starting point for the analysis of the budget 
process.      

In an ideal situation, budgeting would be linked to the policy framework and planning. The 
government would set certain objectives and devise multi-year programs to achieve them, 
within the constraints of a projected resource envelope. The annual budget would translate 
these long-term programmes into costed annual activities to be implemented by the agencies 
of government. The outputs and impact of these activities could then be measured to check 
the performance of government in fulfilling annual budgets and meeting long-term goals 
[Premchand, 1993]. 

In Mozambique, a set of long and short-term instruments for planning and budgeting would 
appear to perform the roles described in this ideal construct.  Yet, in practice, the instruments 
of long-term planning are almost completely disconnected from annual plans and budgets, 
and even annual budgets are incompletely implemented. In addition, the state budget only 
partially covers the actions of government, with much expenditure falling outside the budget 
and conducted almost completely out of view of those who approve the budget. In this book 
we will explore the reasons why planning and budgeting takes place in a confusing and 
                                                 
1 Stage 2 of the public expenditure review, conducted jointly by the World Bank and the government, 
analysed the pattern of inter- and intra-sectoral expenditure and its implications for efficiency, 
effectiveness and equity [World Bank, 2003]. Key inputs into Stage 2 included the sector expenditure 
reviews carried out in education [MPF and MINED, 2003], health [MPF and MISAU, 2004], water and 
roads, as well as an expenditure tracking and service delivery survey conducted in the health sector in 
2002 [MPF and MISAU, 2003]. 
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disconnected way and why significant resources continue to be received and spent outside the 
official budget channels. 

The analysis applies a political economy approach, highlighting the roles of actors and 
institutions. We hypothesize that the way actors operate in and interact with institutions 
shapes the problems that arise in the budget process and influences budgetary outcomes. In 
stating this, we do not make the claim that everything is wrong with public finance in 
Mozambique. Some things are right. Still, a focus on the actors and institutions responsible 
for process problems can help identify interventions that would lead to improvements. 

Our approach is action oriented. We focus on the actors that possess a degree of agency 
during the budget process. To be actors, they must be able, at least conceptually, to choose 
among various options during the budget process [Giddens, 1994] and act on these options in 
such a way as to influence the budget, either directly or indirectly. We concentrate therefore 
on the limited set of players that intervene directly in the budget process or influence it from 
the outside. The main categories of actors we consider are the executive (the Ministry of 
Planning and Finance, the line ministries, the Council of Ministers), the legislature and 
political parties, other non-state actors, such as the media, trade unions, professional 
associations, NGOs and the private sector, and, given the importance of donor assistance, 
external actors. 

Through their actions, actors pursue interests. These cannot simply be reduced to material 
interests determined by economic structures. Material interests are certainly present and they 
are frequently expressed in zero-sum competition over the distribution of resources. Yet, in 
budgeting, not all competition is zero-sum, and positive-sum gains, such as economic growth, 
offer opportunities for cooperation. Further, even in the resource-focused world of budgeting, 
non-material interests such as political power, cultural cohesion or professional ethics can be 
surprisingly relevant. In budgeting, both material and non-material interests are important to 
understanding behaviour. 

In addition to interests, we are also concerned with actors’ capacities, which can take two 
forms, technical and political. Technical capacity refers to the skills, information and 
resources necessary to analyse budget issues and engage in the budgetary process. Budget 
documents are incredibly complex and the data provided in multiple tables and annexes are 
difficult to read and understand. Multi-year plans introduce even more complexity. Few actors 
possess the technical capacity to prepare and assess these estimates, and those with technical 
capacity frequently dictate much of the budgetary debate [Wildavsky and Caiden, 1980]. 

The second dimension of capacity is political capacity. Political capacity refers to the power 
to influence others by persuasion, negotiation, force or other means. There is a wide range of 
types and degrees of political capacity across budgetary actors. Some actors who should be 
important simply lack the political influence to have much impact. 

We also recognise that there is more to agency than simply pursuing interests with different 
capacities. Actors operate within institutional boundaries that set the ‘rules of the game’ for 
interaction. These rules define what options exist at any given moment and include or exclude 
actors. In some circumstances, institutions are merely epiphenomenal expressions of the 
interests of one actor or another. Where this is the case, it makes more sense to focus on the 
actors themselves. In other circumstances, however, institutions can have relative autonomy 
[March and Olsen, 1989]. They provide incentives to actors that make certain actions and 
interests more appealing. At the same time, institutions also present constraints that limit 
agency by ruling out certain options. Actors may like to influence processes and outcomes in 
one direction, but the incentives and constraints presented by institutions may lead them in 
another. Process and outcomes are sometimes biased by institutions and cannot always be 
reduced to interests and capacities.  

One more conceptual remark is relevant about institutions at this point. Institutional rules of 
the game can be informal or formal. Formal rules are usually written, either legally or 
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bureaucratically, and are monitored and enforced with sanctions that are public and often 
backed by state power, although this is not always the case in relatively weak states such as 
Mozambique. Informal rules operate on the margins and “under the table”, and actors may 
know they exist while rarely articulating them. To understand what really goes on in 
budgeting, it is necessary to consider both formal and informal institutions. At times they 
operate in a contradictory way, as when a formal law prohibits bribery, but everyone knows 
that bribes are an informal requirement for securing government contracts. Alternatively, 
informal rules can reinforce formal ones, as when parliamentary legislation would not pass 
were it not for the party discipline that senior leaders impose on their deputies in parliament.  

The characterization of actors and institutions will help us understand the factors that shape 
process problems. To make the framework complete it must go beyond a static design to 
include a dynamic approach. It must address the ways in which a change in one variable 
brings about changes in others. In static form, actors operate within institutions to shape 
budgetary processes and then budgetary processes shape fiscal outcomes. A dynamic 
approach asks what happens when there is a change in one of the elements in this set of 
relationships. 

The concepts, connections and feedbacks are displayed in Figure 1.1. One can read from left 
to right how the actors and institutions interact to produce process problems and these unfold 
in outcome weaknesses. The loops that feed back in the other direction demonstrate the 
complexities of the causal connections. 

 

                   Figure 1.1 
          Relationship between actors, institutions, budget process and budget outcomes 
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The first step in the chain links actors and institutions to processes. As actors respond to or 
are constrained by their institutional setting, they shape the way budgetary processes unfold. 
Changes that will be important to trace at one level will be the emergence of new actors or the 
entrance of previously excluded actors. Equally important, actors may experience an increase 
or decrease in their political or technical capacity or simply change their interests over time. 
In addition, institutions can shift in a number of ways, as a result of sudden changes, such as 
new legislation or external pressures, or through more gradual evolution. Behind these 
institutional changes may lie deeper structural changes, such as urbanization, improving 
literacy and levels of education, and changes in the economic and social structure.  

The second step in the chain links processes to outcomes. As budget process problems are 
addressed, they will trickle through to fiscal outcomes. For example, efforts to create closer 
links between budgeting and planning should have repercussions in fiscal outcomes, although 
it will be interesting to evaluate whether these repercussions are the ones intended. Patching 
one kind of process problem may open up others of a more serious kind. 

The causal flows between all these elements are complex, with many different elements 
interacting together and various feedback loops further complicating attempts to understand 
the sources and outcomes of change. To cite just one hypothetical example, one set of actors, 
the donors, might introduce changes in the modalities of aid, such as a large-scale shift from 
project aid to general budget support. This would radically improve budget coverage (a 
process change), which in turn would change the institutional framework of incentives and 
constraints governing the relationship between the Ministry of Planning and Finance and the 
sectoral ministries, to the benefit of the former. 

This conceptual framework has laid out some initial concepts: actors, institutions, process and 
outcomes. Actors are agents in the budget process that can be characterized by their interests 
and capacities. Institutions are the formal and informal rules of budget interaction that present 
the actors with incentives and constraints. Problems in budget processes are manifested by 
failures to formulate and execute budgets with clearly designated government outputs and 
social outcomes. Fiscal weaknesses are manifested in unsustainable deficits, ineffective and 
inefficient expenditure patterns and undesirable distributional impacts. Together, these 
concepts form the basis of our political economy approach to the budget. The causal links 
between them flow basically from actors and institutions to processes and outcomes, but are 
inherently complex because of the large number of factors that may be at play and the 
feedback effects that can reverse the direction of causality.  

Focus on expenditure. For reasons of practicality, given the wide range of issues that would 
have to be addressed in a comprehensive study of the public financial management system, 
from budgeting through execution to auditing, it was decided to limit the scope of inquiry by 
focusing mainly on the determinants of the pattern of expenditure. The study therefore 
concentrates on budget formulation, including the links to policy and planning, although some 
issues concerning execution (including budget revisions and readjustments during the course 
of execution) are considered in so far as these affect the actual, as opposed to the approved, 
allocation of expenditure.  

The overall research question was therefore formulated as follows: ‘How is the pattern of 
government expenditure affected by the institutional framework of the budget process (the 
“rules of the game” constituted by formal and informal constraints and incentives) and the 
interests and capacities of state, non-state and external actors?’ This requires the identification 
of the actors, their roles in the budget process, the interests and capacities that determine their 
engagement in this process, the source and nature of demand for changes in the process and 
the constraints and incentives that the institutional set-up creates for the actors to behave in 
one or another way to shape the budget process and its outcomes. 

In order to make the analysis more concrete, it was decided to complement the general 
analysis with a case study that would illustrate how institutions and actors affect the budget 
process and outcomes in a specific thematic area. The theme selected was the roll-out and 
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scaling-up of highly active anti-retroviral therapy (HAART) for HIV/AIDS patients, a subject 
selected due to its importance in a country with one of the highest HIV prevalence rates in the 
world and its potentially huge budgetary implications. The following research question was 
set for the case study: ‘How are decisions regarding public expenditure on anti-retroviral 
treatment for HIV/AIDS patients affected by the institutional framework (of constraints and 
incentives) and the interests and capacities of state, non-state and external actors?’ 

Sources of information. Due to its political economy approach, the study had to go beyond 
the technical focus of most studies of the budget system in Mozambique, which have been 
driven mainly by the requirements of donors engaged in providing budget support or assisting 
technical improvements of the system.2 The research had to take into account the findings of 
these technical studies, but broaden the scope of analysis to address the broader dimensions of 
the institutional setting and the interests and capacities of the actors involved directly or 
indirectly in the budget process. This involved the consultation of literature in a range of 
relevant subject areas and interviews with numerous actors, in MPF, the line ministries, 
parliament and the political parties, the donor community and civil society. The documents 
and other literature consulted in the course of the study are listed in the bibliography. 
Regarding the line ministries, special attention was given to the Ministry of Health, due to the 
health sector’s importance as a priority sector for poverty reduction and its large share in 
overall government expenditure (13 per cent in 2003), as well as the Ministry’s importance as 
a source of information for the case study. 

Structure of the book. Following this introductory chapter, Chapter 2 places Mozambique’s 
budget in context, notably by highlighting some of its structural features, which reflect the 
low stage of development of the economy and widespread poverty. Chapter 3 then highlights 
some key weaknesses in budget outcomes and in the budget process in Mozambique, as a 
starting point for the analysis. 

Chapter 4 discusses the institutional framework of the budget process, analyzing in turn how 
it is affected by the political system, the role of parliament and the various components of the 
executive, the scale and modalities of external aid and the nature of civil society and its 
interaction with the state. This institutional framework provides the setting in which to 
analyse the interests and capacity of different actors involved in the budget process, in 
Chapter 5. This starts with the legislature and the political parties, and then covers in turn the 
executive, the donors and a series of non-state actors, including the media, trade unions, 
professional associations, NGOs and the private sector.  

The case study, on government expenditure on anti-retroviral treatment for HIV/AIDS 
patients, is presented in Chapter 6. Finally, Chapter 7 draws a number of conclusions from the 
study, highlighting the factors that might bring about future changes in the budget process in 
Mozambique. 

                                                 
2 These earlier studies have included a Country Financial Accountability Assessment, conducted by the 
World Bank and the IMF in 2001, two stages of a public expenditure review (PER), conducted jointly 
by the Government and the World Bank in 2000-2003, fiduciary risk assessments commissioned by the 
donors providing general budget support to Mozambique, the IMF’s Report on Observance of 
Standards and Codes and a series of studies carried out in 2002-2004 by the National Directorate of 
Planning and Budget (DNPO) in the Ministry of Planning and Finance (MPF) with technical assistance 
financed by the UK’s Department for International Development (DFID). Many of these studies are 
included in the bibliography. 
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The budget process in Mozambique cannot be properly understood without taking into 
account basic structural features of the economy, society and polity, which in turn reflect the 
country’s historical background.  

Historical background. As a Portuguese colony, Mozambique’s development was stunted. 
Even at the very end of the colonial period, the population was overwhelmingly rural and the 
economy was predominantly agrarian, despite the emergence of some industrial activities and 
the development of modern cities in the final decades of Portuguese rule. Educational levels 
were very low and most of the population was illiterate. Portuguese settlers, who numbered 
about 300,000, controlled the modern sectors of the economy and occupied most of the 
skilled jobs in both the private sector and the public administration. Furthermore, the 
dictatorial Salazarist regime in Lisbon, which considered Mozambique an integral part of 
Portugal, with the status of a ‘province’, made no preparations for independence, failing to 
build the institutions needed for a stable transition. Instead, it repressed all stirrings of anti-
colonial resistance, eventually driving nationalists to take up arms. 

The liberation war that began in 1964, under the leadership of the Frente de Libertação de 
Moçambique (FRELIMO), culminated in independence in 1975, following the overthrow of 
the dictatorship in Portugal the previous year. Power was handed over to FRELIMO without 
elections, establishing the foundations for a one-party system of government that was to last 
for a decade and a half. Meanwhile, more than 95 per cent of the settlers left the country in a 
sudden mass exodus, throwing the economy into crisis.  

FRELIMO, with very limited technical capacity, tried to overcome the crisis by nationalizing 
most private companies, banks and commercial farms, especially those abandoned by the 
departing settlers, and then attempting to manage the economy through a system of 
centralized planning. At its third congress in 1977, FRELIMO formally adopted Marxism-
Leninism as its guiding ideology. In the Cold War context of the time, these moves were 
supplemented by a close alliance with the USSR and other Eastern bloc countries, which had 
assisted FRELIMO’s liberation war. 

The defeat of colonialism and the emergence of a nationalist government committed to 
socialism and allied to the USSR prompted a hostile response from the white minority regime 
in power in neighbouring Rhodesia and later from South Africa. They exploited internal 
discontent within Mozambique, fuelled by political repression, economic decline, ethnic 
rivalries and misguided attempts at social engineering, by sponsoring an armed revolt 
spearheaded by the Resistência Nacional de Moçambique (RENAMO). This plunged 
Mozambique into a brutal and destructive civil war, which continued for 16 years, forcing 
more than a quarter of the country’s population to flee abroad as refugees. 

Changes in the international context (the demise of the white minority rule in southern Africa 
and the collapse of the Soviet Union), along with the stalemate in the civil war and the related 
devastation of Mozambique’s economy and society, eventually prompted the warring parties 
to find a solution to the conflict. A liberal constitution was enacted in 1990, establishing a 
multi-party system, and talks between the FRELIMO government and RENAMO culminated 
in a peace agreement in 1992. Liberalization of the economy had already begun, in the mid-
1980s.  

Together, these developments made it possible to start rebuilding the country. More than 4 
million refugees returned home, spurring a revival of peasant agriculture. Foreign investors 
and donors were attracted to Mozambique, resulting in relatively high growth rates and a 
substantial expansion of public services. Unlike in some other post-conflict countries in 
Africa, such as Angola in the 1990s, the peace agreement proved sustainable and, over the 
past decade, three general elections have been held (in 1994, 1999 and 2004). FRELIMO has 
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remained in power, but has faced quite a strong challenge from RENAMO, which has 
reconstituted itself as a civilian political party. 

Nonetheless, Mozambique remains one of the poorest countries in the world, with a backward 
economy, weak institutions and agents that often lack the capacity to further their own 
interests. As we shall see in later chapters of this book, these structural characteristics have 
important consequences for the conduct of the budget process – and public affairs in general.  

Economic structure. The vast majority of Mozambique’s population is still engaged in an 
essentially agrarian economy, even though agriculture (including livestock, forestry and 
fisheries) accounts for only a little over one fifth of GDP (21.4 per cent according to 
preliminary estimates for 2003). In the early 1980s it was estimated that around 85 per cent of 
the economically active population lived in rural areas, deriving their livelihood mostly from 
agricultural activities [Tibana, 1999]. By 2002/03, the proportion of the population engaged in 
agriculture was still as high as 80.5 per cent, while about 75 per cent of the population lived in 
the rural areas [INE, 2004].3 Agriculture is practiced as a principal activity mainly by women 
(70 per cent), in households that are predominantly male-headed (77 per cent). Only 2 per 
cent of those engaged in agriculture have any training in agricultural techniques. Most have 
very small farms (57 per cent with less than 2 hectares) and only 3 per cent practice any form 
of artificially irrigated farming, meaning that almost all are engaged in rain-fed subsistence 
agriculture [INE, 2002]. Commercial farming with mechanical techniques and water 
management schemes has little expression, particularly in food production, where yields and 
labour productivity are very low.  Agricultural production was severely disrupted by the war 
and the flight of refugees from the rural areas, as well as by the collapse of the settler-run 
rural trading system, the ineffectiveness of centralized planning and  misconceived “socialist” 
policies to set up large state farms and regroup the rural population.4    

At the beginning of the present decade, the share of industry (including manufacturing, 
mining, construction, electricity and water) in GDP was much the same as it had been in the 
early 1970s, after recovering from a steep decline during the first two decades after 
independence. Between 1973 and 1983 the share of industry in GDP had declined from 23 to 
14 per cent, due to the crisis that accompanied decolonization, the impact of the oil price 
shocks of 1974 and 1979/80, poor management of state companies, the inefficiencies of 
centralized planning and shortages in domestic supplies of raw materials caused by the 
decline in production in the agricultural sector. As the rural economy further retreated into 
subsistence under the impact of the war, industry’s share of GDP remained depressed. There 
has been a recovery since the end of the war, reaching about 23.5 per cent of GDP by 2003, 
fuelled mainly by large scale projects such as the MOZAL aluminium smelter plant in 
Maputo, which began production in 2000, and the exploitation of natural gas in Inhambane, 
which began in 2004 for export by pipeline to South Africa. 

Between 1973 and 1994, services (including commerce, transport, financial services and 
insurance) maintained their share of GDP at around 40 per cent, after which their share has 
tended to diminish, due to the recovery of agriculture and industry. Finally, public 
administration and services such as health, education, public order and security, which 
expanded from 19 to 25 per cent of GDP between 1973 and 1983, have seen their share 

                                                 
3 Even in the urban areas, 48 per cent of the population was engaged in agricultural activities [INE, 
2004]. 
4 The consequences of the colonial heritage and the post-independence “socialist” policies pursued in 
the rural economy are reviewed in Tibana (1987, 1988). This analysis is extended to the overall 
economy in Tibana (1994), which discusses the terms of trade shocks and the government’s responses 
to them, as well as the role of the state in restricting private sector development while promoting a 
large expansion of the public sector. The latter included large scale agricultural and industrial projects, 
many of which barely went beyond the construction stage, turned out to be technically inefficient and 
economically unviable, or were simply rendered non-operational or physically destroyed by acts of 
war. These issues are explored further in Tibana (1997). 
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decline to an average of 16 per cent in the period from 1991 to 1994 and 12 per cent in the 
period from 1995 to 2001. 

The disruptive events that accompanied decolonization, external commodity price shocks, 
misguided policies and poor management during the period of centralized planning, military 
strife and natural disasters all combined to undermine the economy during the decade and a 
half that followed the transition to independence in 1974-75. Under the impact of the first oil 
price shock and the decolonization crisis, GDP contracted in real terms by an average 9.8 per 
cent a year between 1973 and 1976. After recovering at an average annual rate of 2.5 per cent 
between 1976 and 1980, it fell again by 6.3 per cent a year in the following three years (1981-
83), owing to the spread of the war and the failures of the command economy. 

In the mid-1980s, the government initiated reforms to dismantle the centralized system of 
economic management and reorient foreign relations towards the West. In 1984, Mozambique 
joined the International Monetary Fund and the World Bank and shortly afterwards the 
government launched an adjustment programme backed by the Bretton Woods institutions. 
The resulting increase in international assistance helped spur a recovery and in 1987 GDP 
grew by nearly 15 per cent, but this was short lived.  As the civil war continued, the growth 
rate fell and in the early 1990s it became negative. It was only after the end of the war in 1992 
that the basic conditions for a revival of growth were re-established. Even so, growth has been 
volatile, due to the structural weaknesses of an essentially agrarian economy with a weak 
technological base, low levels of human capital, weak institutions, fluctuating aid flows, and 
vulnerability to external shocks, including natural disasters and adverse shifts in the terms of 
trade. Mozambique’s continued vulnerability was highlighted by the severe floods that 
ravaged the country in 2000, cutting GDP growth that year to 1.5 per cent.  

  

Figure 2.1 
Annual growth rate of GDP, 1985-2003 
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Source: International Financial Statistics database of the IMF (CD-ROM). 

 

Various factors, including low levels of human capital, a weak banking sector and limited 
access to credit, bureaucratic red tape and a weak justice system, which makes it difficult to 
enforce contracts, hold back investment and growth. Another critical constraint is the weak 
infrastructure. For example, although there have been significant improvements in the road 
network since the end of the war, Mozambique has the lowest road coverage in Southern 
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Africa, with 32 km of roads per 1,000 square km in 2003, compared with an average of 135 
km. Of the classified road network, only 57 per cent is maintained – once again the lowest 
rate in Southern Africa where the average in 1997 was 71 per cent [World Bank, 2003]. 

Widespread poverty. Mozambique is one of the poorest countries in the world. Estimates of 
poverty based on a national household budget survey (Inquérito aos Agregados Familiares, or 
IAF) conducted in 2002/03 indicate that 54.1 per cent of the population could not satisfy their 
basic food and non-food consumption needs. The situation was worse in the rural areas where 
55.3 per cent of the population was below this absolute poverty line, compared with 51.5 per 
cent in the urban areas [MPF/DNPO et al, 2004]. At $210, Mozambique’s gross national 
income per capita is one of the lowest in the world. 

Poverty in Mozambique is a combined result of the colonial heritage, the shocks that 
accompanied independence, the failure of centralized planning and the destruction and 
upheavals brought about by the civil war. The restoration of peace created conditions for the 
return of refugees, the revival of peasant agriculture and other economic activities, the 
rehabilitation of infrastructure, the restoration of basic public services and other positive 
developments that would start to improve the well-being of the people. Thus, while the IAF in 
2002/03 revealed that poverty is still widespread, it showed that there has been quite a rapid 
improvement since a similar survey in 1996-97, when 69.4 per cent of the population was in 
absolute poverty. Between 1996/97 and 2002/03 the poverty headcount declined by 16 per 
cent in the rural areas and 10.5 per cent in the urban areas. Also the depth of poverty fell by 9 
per cent, meaning that not only the proportion of the poor has declined, but also that the poor 
have become relatively less poor.5 

Poverty can also be assessed in terms of possession of assets, such as basic household goods. 
Ownership of these assets has been increasing since the mid-1990s, but is still low. For 
example, only 28 per cent of households possessed bicycles in 2002/03, although this was up 
from 13 per cent in 1996/97. In the rural areas, where bicycles are an important means of 
transport, ownership rose from 14 to 32 per cent over this period. The percentage of 
households possessing radio sets increased from around 29 per cent in 1996/97 to 45.5 per 
cent in 2002/03, but with lower rates of ownership in the rural areas (22.5 per cent in 1996/97 
and 41.5 per cent in 2002/03), reinforcing the rural-urban gap in access to information that 
results from the very limited access to other media such as newspapers and television in the 
rural areas [MPF/DNPO et al, 2004].   

Illiteracy and low levels of schooling, poor economic and social infrastructure, widespread 
endemic diseases and the high prevalence of HIV/AIDS are among the main factors limiting 
the opportunities available to the poor to improve their situation. The average rate of adult 
illiteracy was 54 per cent in 2002/03, with the highest provincial rates in  Cabo Delgado (68 
per cent), Nampula (65 per cent) and Zambézia (61 per cent). Nonetheless, these rates too 
represent an improvement compared with 1997, when the national average illiteracy rate was 
60.5 per cent. There is also a wide rural-urban difference in illiteracy, with the rural illiteracy 
rates more than twice as high as the urban rates (65.7 and 30.3 respectively in 2002/03). 
Gender differences are also very wide, with 68.2 per cent of women illiterate compared to 
36.7 per cent of men in 2003 [INE, 2004]. 

Likewise, school enrolment ratios have improved significantly since the early 1990s, but 
about 1 million children aged six to eleven remain out of school and, on present trends, 
Mozambique will have great difficulty achieving the international goal of universal primary 
education by 2015. Although the gross enrolment ratio (GER6) for the first stage of primary 
education (EP1, or classes 1-5), rose from 56 per cent in 1992 to over 100 per cent in 2001, 
the GER for the second stage of primary education (EP2, or classes 6-7) was far lower, 
                                                 
5 This is a measure of the ‘poverty gap’, the average percentage gap between the consumption of the 
poor and the poverty line. 
6 The number of children of all ages enrolled in a level of the school system expressed as a percentage 
of the population of the official age group for that level. 
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despite doubling from 13 per cent in 1992 to 28 per cent in 2001. The GERs are extremely 
low for the two cycles of secondary education, at 8 per cent for ESG1 (classes 8-10) and 2 per 
cent for ESG2 (classes 11-12) in 2001, and even lower at tertiary level (1 per cent). At all 
levels of the education system, there are high repetition rates (an average 25 per cent in EP1 
and EP2 combined) and high drop-out rates [World Bank, 2003].  There are also wide 
geographical disparities, with the net EP1 school attendance ratio (the proportion of children 
aged 6-10 years old attending EP1), which was 69 per cent nationwide in 2003, ranging from 
99.5 per cent in Maputo City to 53 per cent in Nampula province [INE, 2004].  

Access to health services has also improved, with consultations per inhabitant more than 
doubling between 1993 and 1999, and significant improvements in immunization rates and 
births attended by trained health personnel [World Bank, 2003]. Yet, despite substantial 
reductions in mortality rates, the under-five mortality rate is still one of the highest in the 
world (158 per 1,000 live births) and life expectancy at birth is only 44 years [UNICEF, 
2004]. 

One of the reasons for the low life expectancy is the HIV/AIDS epidemic, which is hitting 
Mozambique hard, like the rest of southern Africa. The first case of AIDS in Mozambique 
was notified by the Ministry of Health in 1986. Today Mozambique is one of the countries 
worst affected by HIV/AIDS, with the eighth highest HIV prevalence rate in the world 
[UNAIDS, 2003]. By the time of the last nationwide sentinel survey in 2002, the prevalence 
rate among adults had risen to 13 per cent. It is estimated that almost 1.4 million people, 
including more than 80,000 children, were living with HIV/AIDS by 2004, while the national 
death rate from AIDS had reached 90,000 [MISAU et al, 2004]. About 300,000 children had 
lost their mothers to AIDS (about three fifths of maternal orphans). Current projections show 
that, in the absence of a vigorous national response, the rate of prevalence will not abate until 
well into the next decade, while the number of fatalities will continue to rise sharply, reaching 
more than 156,000 a year by 2010. 

The political system. After independence, FRELIMO converted itself from a broad front to an 
exclusivist party claiming allegiance to Marxism-Leninism, and governed Mozambique under 
a one-party system. FRELIMO was challenged, however, by the RENAMO guerrillas, who 
were backed by the neighbouring white minority regimes and exploited domestic discontent 
with FRELIMO policies and economic decline. By the time the liberal constitution was 
adopted in 1990 and the war ended in 1992, RENAMO controlled large swathes of territory 
and wielded significant support, particularly in the centre and north of the country. In the new 
pluralist environment created by the 1990 constitution, a number of other political parties also 
emerged in the early 1990s. 

Despite the peace agreement, politics continued to be shaped by the polarization between 
FRELIMO, with its historical claim to the achievement of independence and early social 
advances to redress the extreme lack of opportunities available to Mozambicans under the 
colonial regime, and RENAMO, which has asserted its “fatherhood” of liberal democracy and 
the recognition of human rights, despite a brutal record during the civil war. The focus by  
both main parties on history to claim the right to govern and to question the legitimacy of 
their opponents has been the hallmark of post-war politics. This has taken primacy over the 
development of policies and programmes. 

The deep political divisions in the country were demonstrated in the 1994 and 1999 
presidential and parliamentary elections, which were won very narrowly by FRELIMO (see 
Table 4.1), with RENAMO rejecting the 1999 election results as having been rigged by 
FRELIMO.7  Other parties were squeezed out of the race for both parliament and the 
presidency. The elections in 1994 and 1999 also confirmed a certain geographical polarization 
between the FRELIMO dominated south and the central and northern provinces, where 

                                                 
7 RENAMO led mass protests across the country, resulting in violence, including the death of more 
than 100 detainees in a police cell in Montepuez, in Cabo Delgado province. 
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RENAMO generally emerged as the largest party. [UPDATE FOR 2004 ELECTIONS – in 
January] 

 

Table 2.1 
Election results, 1994, 1999 and 2004 

 1994 1999 2004 
Presidential elections (% of vote)  
Joaquim Chissano (FRELIMO) 53.3 52.3  
Afonso Dhlakama (RENAMO) 33.7 47.7  
Others 13.0 0.0  
Parliamentary elections (number of seats)  
FRELIMO 129 133  
RENAMO (and UE allies in 1999) 112 117  
Others 9 0  
Sources: Awepa bulletin, December 1999; ……….. 

  

A high and rising rate of abstention seems to be a sign of widespread public disenchantment 
with the political parties and the functioning of the political system. The turnout in the 2004 
elections was only around … per cent, compared with 70 per cent in 1999 and 87 per cent in 
1994.  

The official separation of the judiciary, executive and legislature, established in the 1990 
constitution, has led some commentators to label Mozambique a “liberal democracy” [Potter 
et al, 1997]. The formal role of each of these branches of the state is defined by their statutes 
and by the Constitution, which apply the liberal paradigm. Apart from the directly elected 
president and the elected local governments in urban areas (autarquias), parliament represents 
the institutional embodiment of this democracy. Known as the Assembly of the Republic, it is 
a representative assembly with the role of approving legislation and holding the executive to 
account, within a formal system of checks and balances.  

At the same time, however, Mozambique’s political system has a powerful executive 
presidency, with a relatively symbolic role for the prime minister. Ministers (and therefore the 
“government”) are chosen by the president and not by the party that wins power in the 
Assembly, although this has not resulted in governmental instability, as the same party has 
continued to control both the presidency and the parliament. A new Constitution, approved by 
parliament in 2004, made a few changes regarding the separation of powers and reinforced 
the rights of citizens, but did not fundamentally alter the nature of the system as one where the 
executive is much stronger than the legislature and power essentially lies with the presidency.  

While the emergence of a formal multi-party democracy since the early 1990s has created a 
new dynamic in Mozambican politics, and has also proven more stable than in some other 
African countries that attempted similar transitions in the 1990s, the rules of the political 
game are still fragile.  It would be premature to describe Mozambique as having consolidated 
a democratic system of governance [Ostheimer, 2001]. The complaints of election rigging that 
followed the 1999 elections illustrate that continuing fragility, as did the opposition’s boycott 
of the first multi-party municipal elections in 1998.8   

Implications for the budget process.  The structural features of Mozambique’s economy, 
society and political system have important implications for the budget process and the nature 
of the budget itself. 

First, the low level of development of the economy means that the tax base is very small. 
Indeed, it is likely that less than 10 per cent of the adult population in Mozambique pays 

                                                 
8 However, RENAMO contested the municipal elections in 2003. 
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direct taxes.9  This means that the notion that there is a ‘compact’ between state and society, 
in which taxes are exchanged for services, is extremely weak. The weak tax base also means 
that internal revenue only provides about half of government resources. The rest come from 
donors.  

This highlights a second structural feature of the budget – that, with an aid/GDP ratio of 
around 15 per cent, almost twice as much as that of the rest of Sub Saharan Africa, 
Mozambique is one of the most aid dependent economies in the world (World Bank, 2004). 
The high level of external aid has enabled the government to increase expenditure 
substantially since the mid-1990s to expand public services, rebuild and extend public 
infrastructure and thereby promote growth and poverty reduction. It has also allowed donors 
to play an instrumental role in promoting reform agendas through policy dialogue with the 
government and the conditionality attached to many aid agreements.  

However, high dependence on external aid is not without negative side effects and risks. It 
exposes the country to the dangers of volatility in aid flows, as well as weakening national 
ownership of policymaking when reforms are donor driven. As we will discuss in Chapter 4, 
the range of modalities through which aid is provided (a plethora of programmes, funds and 
projects involving a wide array of different donors in relationships with numerous ministries 
and departments within them) has tended to fragment the entire government process of 
policy-making, planning and budgeting. 

Third, the low levels of education, in particular the very small number of university graduates, 
constitute a structural constraint on capacity, especially in specialized areas like public 
financial management. Combined with the low level of revenue, which makes it difficult for 
the government to offer competitive salaries, the government has difficulty in attracting and 
retaining qualified staff. 

Fourth, while donors have become a powerful interlocutor of the government, domestic 
checks and balances through parliament are weak. In part this is because the culture of 
parliamentary scrutiny of the executive is still only in its infancy. Mozambique’s experience 
of an elected multi-party legislature is barely a decade old. The polarization between the two 
parties that fought the bitter post-independence civil war does not help develop a constructive 
parliamentary climate in which government policy and performance are effectively reviewed 
and debated. Parliament too faces severe capacity constraints, not least because most of the 
deputies themselves are poorly educated and there are insufficient resources to provide them 
with research staff. 

However, the weakness of the legislature is not just a consequence of supply-side capacity 
constraints, but also a result of low public demand and expectations. As has been noted above, 
disillusionment with politicians has generated increasingly high abstention rates in elections.  

This is related to a fifth key point, namely that there are few signs of active expression of 
public demand for good policies, management and services. Civil society organizations, most 
of which (apart from the churches) were not allowed to operate during the one-party period, 
have become active since the early 1990s, but they remain small and do not really represent 
the mass of the population.  

Apart from the churches, the traditional authorities and some ‘service delivery’ NGOs, the 
civil society organizations have almost no connection with the rural world. Since the vast 
majority of Mozambicans are involved in subsistence-type agriculture, in small peasant units 
with weak links to markets, and have low levels of education and limited access to 
information, it is inherently difficult for them to organize to defend and promote their 
interests. 

                                                 
9 Although the exact figure is not known, DNPO estimates that there are about 800,000 individual 
taxpayers. This would mean that 8.4 per cent of the population aged 15-59 (estimated at 9.55 million in 
2003) pay taxes. 
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Meanwhile, the small size of the formal economy means that trade unions represent only a 
minuscule fraction of the labour force. The unions belonging to the trade union federation, 
OTM-Central Sindical, had slightly less than 100,000 members in 2001, most of them 
working in the public administration and public services. This is in a country with a 
population of 19 million. In fact, output and employment in the formal sector appear to have 
declined in the past decade, despite high GDP growth, because growth has largely been 
concentrated in a few capital-intensive mega-projects and in the informal sector, including 
subsistence agriculture. This has weakened the influence of both the unions and private sector 
bodies.10 

More generally, the low levels of education and high levels of illiteracy, particularly in the 
rural areas, are a barrier to access to information and knowledge, including through the 
printed press, and hold back self-organization. This is reinforced by vulnerability, particularly 
for the majority of the population living in a state of absolute poverty, but also for the many 
Mozambicans living just above the poverty line, conscious of the precariousness of their 
livelihoods. In short, most Mozambicans are preoccupied with day-to-day survival, leaving 
them little opportunity to reflect on broader policy issues, engage in civil society 
organizations or undertake collective activities. This is a fundamental parameter of the 
context in which the budget process in Mozambique takes place.  

 

 

 

                                                 
10 The cashew and textile industries that collapsed in the late 1990s, hit by trade liberalization measures 
that exposed them to external competition before rehabilitation and following poorly executed 
privatization, has resulted in the loss of significant employment (to the tune of tens of thousands of jobs 
that are still to be recovered). Meanwhile, MOZAL, the large modern aluminum smelter plant built in 
the late 1990s and located in Maputo, accounted for 67 per cent of total industrial production in 2003 
while generating little employment [Hamela, 2004]. Of the 25 companies in the industrial sector that 
were listed in KPMG’s survey of the 100 biggest companies in Mozambique in 2002, MOZAL held 
94.7 per cent of their total net assets, generated 91.3 per cent of their net profits and employed 23 per 
cent of their combined labour force (KPMG 2002) 
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Before commencing our analysis of the institutional framework and the actors involved in the 
budget process, which are our main focus of inquiry, we will briefly review recent budget 
performance in Mozambique, as well as key features of the budget process itself.  In 
accordance with the research question posed in Chapter 1, we will concentrate mainly on 
public expenditure and its management, although we will begin by reviewing recent 
budgetary performance in terms of broad fiscal aggregates.     
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How well is Mozambique doing in terms of achieving overall fiscal stability and a pattern of 
expenditure that is consistent with the government’s declared aim of reducing poverty?  We 
do not pretend to explore these “outcome” issues in any depth, as they are not the main focus 
of this book. We limit our analysis to a few key features of recent budget outturns, over the 
period from 1997 to 2003, while referring the reader to other studies, particularly the public 
expenditure review carried out in Mozambique in 2000-2003, for a fuller treatment of the 
efficiency and effectiveness of public expenditure, as well as distributional issues.11  

In this section, we will assess the government’s budgetary performance against three 
yardsticks: 

• whether overall fiscal outcomes are consistent with macroeconomic stability 
and economic growth;12 

• whether the pattern of sectoral expenditure distribution is consistent with the 
targets set out in the government’s Action Plan for the Reduction of Absolute 
Poverty (PARPA), adopted in 2001; 

• whether the pattern of territorial expenditure is consistent with the goal of 
reducing disparities in access to public services and infrastructure.  

In the analysis that follows, it must be borne in mind that the budget data cited are subject to a 
wide margin of error, because of the budget process problems discussed later in this study. 
There is considerable uncertainty about actual budget outomes, in particular due to the 
substantial off-budget resource and expenditure flows that are not recorded in the government 
accounts.  

It is also important, before proceeding, to warn against the notion that the government has full 
control over the outcomes of its policies, including those pertaining to the budget. Budget 
outcomes are not a clear-cut result of one single policy instrument or even the action of one 
government body. Frequently the overall outcome is a result of the action of various 
organizations and their interaction with the overall environment. Some consequences may not 
be intended by the policy being followed.  

Moreover, as Chapter 2 pointed out, Mozambique is highly vulnerable to external shocks. 
The severe floods that devastated parts of Mozambique in 2000 had major macroeconomic 
and fiscal consequences. Thus, when assessing budget outcomes, we are not just looking at 
what is delivered, in terms of budget policy, but also the influence of other factors that may 
be beyond the direct control of the authorities.  

                                                 
11 See in particular the final report of the second stage of the public expenditure review [World Bank, 
2003]. 
12 We will not address here issues such as the effects on growth of revenue policy or the allocation of 
expenditure. 
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Fiscal aggregates. Since the mid-1990s, the government has been successful in gradually 
increasing internal revenue, which has historically been very low as a percentage of both 
GDP and government expenditure, due to tax reforms and improvements in tax 
administration. Internal revenue increased from 11.3 to 14.3 per cent of GDP between 1997 
and 2003.13 However, this has been offset by a much higher rate of increase in expenditure, 
which by 2002 had reached more than 34 per cent of GDP, although there was a decline to 29 
per cent in 2003. The surge in expenditure reflected not only increases in spending on the 
sectors prioritized in the PARPA, such as education, health, agriculture, roads and water, but 
also expenditures related to the damage caused by the floods and the need to invest heavily in 
the recapitalization of partially state owned banks, which had been brought to the verge of 
bankruptcy by non-performing loans.14 This recapitalization, which took place between 2000 
and 2002, amounted to more than 2 per cent of GDP in both 2001 and 2002. 

As a result of the much higher than expected levels of expenditure, the deficit before grants 
deteriorated, doubling its size relative to GDP from 10.5 per cent in 1998 to 21.4 per cent in 
2001 and 19.7 per cent in 2002, as can be seen in Figure 3.1. There was a reduction in 2003, 
to 15.5 per cent, but this was still very high. The high level of grants provided by donors has 
meant that the deficit after grants has been much lower. In the late 1990s, the deficit after 
grants was below 3 per cent of GDP. Foreign grants have trended upwards as a percentage of 
GDP over the long term, but they have oscillated significantly from year to year. When 
expenditure surged in 2000-2002, there was a substantial deterioration of the deficit after 
grants, to more than 6 per cent of GDP, with a peak of 7.9 per cent in 2002, although there 
was an improvement to 4.9 per cent in 2003 [World Bank, 2004]. 

Public sector borrowing requirements therefore rose sharply from 2000, while inflation 
rebounded, doubling from 6.4 per cent in 1997 to an average of 13 per cent in 2000-2003. 
Inflation has been reduced somewhat since 2002 through tight monetary policies, with 
interest rates rising to 35 per cent by the end of 2002. The consequences, however, have been 
the crowding out of private access access to capital, constraining economic growth, 
particularly in the case of small and medium sized Mozambican companies that do not have 
access to foreign capital markets. Credit to the economy by the banking sector has almost 
ground to a halt.15 Meanwhile, government expenditure on interest payments has risen 
substantially since 2001. This means that, apart from the one-off effect of the recapitalization 
of the banks, the consequences have continued to be felt since then as a result of the servicing 
of the internal debt that resulted from the widening of the deficit. These developments have 
also had unfortunate redistributive implications: while public sector indebtedness is a source 
of business for the banking sector, the resulting high inflation amounts to an anti-poor tax,  
cutting the real value of incomes and benefits.    

                                                 
13 The analysis in this section is based on government data and IMF and World Bank estimates, as 
reported in World Bank, 2004.  
14 The substantial transfers to the concerned banks did increase expenditure and net lending, 
contributing to the widening of the overall deficit in the years when the recapitalization took place. The 
issuance of treasury bonds was a financing mechanism, “below the line”, raising the stock of domestic 
debt.   
15 Falling credit to the economy alongside rapid GDP growth might seem puzzling, but this can be 
explained to a considerable extent by the fact that GDP growth has been boosted by externally financed 
investments in mega-projects. 
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Distribution of sectoral expenditure. In 2001, the Government of Mozambique adopted the 
PARPA, which established the following six priority areas of action for poverty reduction: 1) 
education; 2) health; 3) infrastructure (roads and water); 4) agriculture and rural development; 
5) good governance; and 6) “others”, which included social welfare, labour and employment, 
and energy and mineral resources [GoM, 2001b]. In view of their priority status, the PARPA 
set targets for the share of these areas or sectors in total government expenditure and as a 
percentage of GDP, based on a fiscal scenario derived from the Medium Term Fiscal 
Framework (CFMP). 

The government did not commit itself to increasing the share of the priority sectors in total 
government expenditure, but simply to keep their share stable at around 65 per cent, with 
roughly half of this for education and health.16 This was later justified by the Ministry of 
Planning and Finance [MPF, 2003a] in the following terms: 

“Taking into account the limitations on revenue, the provision of more resources to 
the priority sectors would have a negative impact on the performance of other sectors 
which, despite not being priority, are important to the development of the country.”  

This was somewhat misleading in so far as resources were increasing in real terms, due to 
higher aid flows and a steady increase in tax revenue. A more significant factor seems to have 
been the strong pressure to expand spending in some non-priority sectors, including the 

                                                 
16 These targets were contradicted in parts of the text of the PARPA document (Chapter 7 on budgetary 
implications), which affirmed “the commitment of the Government to strengthen the allocation of 
resources to priority sectors” and stated that “the weight of these sectors in total programmed 
expenditure is expected to vary from 70% in 2001 to 74% by 2005”. 

Figure 3.1
Government finances in percentage of GDP, 1997-2003

Source: World Bank, 2004.
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recapitalization of the banks and subsequent higher interest payments, which made it difficult 
to increase the shares of the priority sectors. 

It must be borne in mind that, since 2001, total government expenditure as a percentage of 
GDP has been much higher than projected in the PARPA/CFMP. This gap reached about 5 
per cent of GDP in 2002, before declining in 2003 to slightly less than 2 per cent. Given that 
GDP was also growing rapidly in this period, expenditure in more or less all areas, priority 
and non-priority, increased substantially in real terms.  

To what extent has the government been successful in meeting its target for the share of the 
priority sectors in total government expenditure? It should be noted that, since 2001, the 
targets have been applied to the share of the priority sectors in government expenditure minus 
interest payments, whereas the original PARPA targets referred to their share in total 
expenditure including interest payments. Conjuring away interest payments is analytically 
flawed, since interest payments are an outcome (pay-off) of policy choices: a deficit that 
requires financing, implying a build-up of debt and thus debt service obligations. If we look at 
the budgeted share of the priority sectors in total government expenditure, including interest 
payments, this has been close to the targets, although declining from 65.2 per cent in 2002 to 
63.2 per cent in 2003 and 62.6 per cent in 2004, partly due to the increase in interest 
payments.  

It must however be noted that the actual share of the priority sectors in executed government 
expenditure is subject to considerable uncertainty, due to inconsistencies and incompleteness 

of the data. According to the 
Balanço do PES 2003 [MPF, 
2004b], the share of the 
priority sectors declined from 
64.3 per cent in 2001 to 62.0 
per cent in 2002 and 61.2 per 
cent in 2003. However, the 
Conta Geral do Estado 
(CGE) shows lower figures: 
51.9 per cent in 2002 and 
60.3 per cent in 2003 [MPF, 
2003b and 2004c].17 Taking 
the data in the Balanço do 
PES, the gap between the 
PARPA targets and 
execution rose from around 3 
per cent in 2001 and 2002 to 
5.7 per cent in 2003. What 
this means in effect is that 
total spending has not only 
risen to higher levels than 
were envisaged in the 
PARPA, but has grown 
faster than spending in the 
priority areas. Given the 
disproportionately anti-poor 
effects of inflation, the final 
outcome of a budget that 

                                                 
17 Possibly, these differences in data reflect the fact that the functional budget classification does not 
fully match the sectors designated as priority sectors in the PARPA, prompting the bodies involved in 
producing these reports (the National Directorate of Planning and Budget for the Balanço do PES and 
the National Directorate of Public Accounting for the CGE) to make adjustments in the classification of 
the data – and to do so differently. 

Source: PARPA [MPF, 2001b]; MPF, 2003b.
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spends more in non-priority areas than envisaged, thus generating larger deficits and higher 
rates of inflation, is not as “pro-poor” as the impressive real increases in expenditure on 
health, education and other priority areas might suggest. 

However, it is important to stress the limitations of the analysis above. First, the 
appropriateness of the targets themselves must be subject to doubt. They were set at such a 
broad, aggregate level, for entire sectors, that they may not be helpful in identifying whether 
the pattern of expenditure is pro-poor. The intra-sectoral distribution of expenditure, between 
different types of services and different parts of the country, may be far more important than 
the aggregate level of expenditure of an entire sector. By the same token, while other sectors 
were designated as being non-priority, individual sub-sectors or public services within them 
may be of considerable importance in a strategy for poverty reduction. 

Second, the off-budget problem is most serious in the priority sectors, since these sectors are 
the largest recipients of external aid and, as we shall see in Section 3.2, much of this aid is not 
recorded in the government accounts, the Conta Geral do Estado (CGE). This means that the 
official figures on the inter-sectoral distribution of expenditure are almost certainly distorted, 
underestimating the shares of the priority sectors. It is also possible that the pattern of 
internally funded expenditure is itself partly an adaptation to the pattern of externally funded 
expenditure. In short, since resources are fungible, internally funded expenditure allocations 
may be adjusted to take into account what donors are financing. If the off-budget expenditure 
was included in the data, it is likely that they would show the official PARPA targets being 
met or exceeded.  

Territorial distribution of expenditure. Our third question is whether government 
expenditure has been distributed equitably in territorial terms, in short whether the 
geographical pattern of expenditure has been directed to redressing historical disparities in 
access to public services and infrastructure.  

It is not possible to provide a full answer to this question because of the lack of 
comprehensive data, which is due not only to the large amount of off-budget expenditure not 
captured in the accounts, but also the fact that resources from the state budget reach the 
provinces and districts through two channels. The first is the vertical channel, whereby sector 
ministries carry out expenditures at central level that benefit the provinces. This is the channel 
for most investment projects, as well as expenditure on goods such as textbooks and drugs, 
which are procured centrally and distributed through vertical programmes. The other channel 
is the provincial component of the state budget, which is comprised of the resources made 
available directly to the provinces. This amounted to 30 per cent of executed budget 
expenditure in 2003. Within each province, some resources are further distributed to district 
administrations and district directorates.18  

The analysis in this section, which is based on data from the CGE for 2002 and 2003 [MPF, 
2003b and 2004c], considers only the second channel, because data are not readily available 
on the distribution of the resources expended by ministries at central level on behalf of the 
provinces. In addition, because of the varying degrees of under-reporting of externally funded 
expenditure from one province to another, the analysis is based only on the data for 
expenditure financed by internal resources (including general budget support). This category 
of expenditure is also that which is under the most direct control of the government and so 
gives some indication as to whether geographical equity criteria are being applied.  

                                                 
18 From 2005, in accordance with the Law on Local State Organs adopted in 2003 (law no. 8/2003), 
district administrations will receive their own budget allocations in the OE, rather than depend on funds 
from the allocations to the Direcções Provinciais de Apoio e Controlo (DPAC). 
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The data show a large 
variation across provinces, 
both in approved and 
executed expenditure, in 
per capita terms. On 
average over the period 
2002-2003, approved 
expenditure per capita in 
the most favoured 
provinces (MT 490,000 in 
Niassa and MT 483,000 in 
Maputo Cidade) was 
roughly twice as high as in 
the least favoured 
provinces (MT 205,000 in 
Zambézia and MT 
252,000 in Nampula). 
These disparities tend to 
widen during execution, 
resulting in a range from 
MT 566,000 in Maputo 
Cidade to MT 216,000 in 
Zambézia. That is to say, 
the provinces with the 
highest initial allocations 
tend to show the highest 
execution rates. These 
findings confirm those of 

Jackson et al [MPF/DNPO, 2004b], who analysed the same CGE data for the year 2001, 
meaning that little has changed in terms of the budget’s territorial equity outcomes. What is 
particularly interesting is that, with some exceptions, the distribution of per capita expenditure 
tends to be in inverse relationship to the incidence of poverty, particularly for the provinces 
with the highest levels of expenditure per capita, as is shown in Figure 3.3.  

Internally financed expenditure at provincial level is overwhelmingly comprised of recurrent 
expenditure, which appears to be distributed with no regard either to the distribution of 
population or the need to redress the historical imbalances in access to services. Maputo-
Cidade, Sofala and Niassa tend to be the most favoured provinces, while Zambézia, Nampula 
and Inhambane tend to receive proportionately less resources (see Figure 3.4) As Jackson et al 
argued, the territorial distribution of recurrent expenditure most likely follows the historically 
established endowments of public administration and public services, which are heavily 
concentrated in the provinces with the largest cities (Maputo and Beira), especially since 
salaries account for about half of total expenditure at provincial level.19 

It might be expected that investment in infrastructure (schools, health facilities, roads, water 
systems, etc) would be the principal tool for redressing the territorial imbalances in the 
provision of public infrastructure and social services. However, the data do not bear this out. 
Per capita investment expenditure in the provincial component of the budget varies widely 
across provinces, with no clear pattern emerging, and the intentions expressed in approved 
budgets are further distorted by higher rates of execution in the provinces with the largest 
cities (and thus the largest public administration). The annual average for executed investment 
expenditure in 2002-2003 ranged from MT 80,000 in Sofala to MT 16,000 in Nampula.  

                                                 
19 In the case of Niassa, there is a very low population, which explains the high expenditure per capita. 
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However, as these data exclude the expenditure financed by donors, the analysis above does 
not provide the full picture. It is not known, for example, whether the pattern of donor 
assistance compensates in any way the disparities in expenditure financed by internal 
resources, or vice-versa. A more complete analysis of geographical equity outcomes would 
also require information on the territorial distribution of in-kind resources, such as drugs and 
textbooks, which are budgeted centrally. Such a comprehensive analysis would require an in-
depth study based on data from sector ministries and donors as well as the limited data in the 
OE and the CGE. 
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Closely related with the outcome weaknesses discussed in the previous section are 
weaknesses in the public expenditure management (PEM) process itself. Three major 
weaknesses will be highlighted here: the disconnection between the government’s planning 
documents and the budget; the weak linkage of actual expenditure with the expenditure 
allocations in the approved budget; and the lack of complete budget coverage. We will not 
discuss yet the institutional factors that account for these weaknesses; they will come later, in 
Chapter 4. Here we will simply note these weaknesses, as manifestations of a poorly 
functioning PEM system. To facilitate the presentation, Box 3.1 provides basic information 
on the steps in the annual planning and budget cycle. 

Figure 3.4

Expenditure per capita by provinces, average 2002-2003
(MT '000; excluding all external resources except general budget support)

Source: Conta Geral do Estado 2002 and 2003 [MPF, 2003b and 2004c].
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The budget cycle consists of three broad stages: first, budget formulation and approval (appropriation); 
second, budget execution, including the budget revisions that take place during execution; and third, 
budget reporting, auditing and evaluation. The budget year corresponds to the calendar year. So, in any 
one calendar year (year n), three overlapping sets of activities are taking place: the budget for year n + 
1 is being prepared and approved; the budget for year n is being executed; and various reporting, 
evaluation and auditing activities are taking place (for the early part of year n, as well as for year n-1
and sometimes even earlier years). 

Budget formulation and approval. The formulation and approval stage has the following steps, most of 
which are set by law: 

February-May Preparation of the CFMP, to determine the overall resource envelope and set the 
initial ceilings for budgeting; 

31 May Deadline for sending initial budget ceilings to budget units, with methodology and 
guidelines for preparation of their proposals for the budget and the PES; 

31 July Deadline for submission of PES and budget proposals to DNPO by line ministries, 
provincial governments and other state bodies; 

15 September Dealine for MPF to submit proposed PES and budget to the Council of Ministers; 

30 September Deadline for Council of Ministers to submit the PES and budget to the Assembly of 
the Republic; 

31 December Deadline for approval of the PES and budget by the Assembly of the Republic (by 
resolution for the PES and by law for the budget). 

Budget execution and revision. Budget execution takes place through an imprest system, in which 
funds are supposed to be released monthly (on the basis of duodécimos) and then reported and 
replenished. In practice, there are delays in releasing funds, due to liquidity constraints and delays in the 
submission and processing of accounts. There was a “complementary period” (January-March of year 
n+1) for completing payments, but this has been abolished in the 2004 budget cycle.  

During execution, numerous adjustments are also made to the approved budget, either through large-
scale revisions submitted to the Assembly of the Republic or through smaller adjustments approved by 
the minister of planning and finance. Requests for increased allocations, during budget execution, have 
to be submitted by budget units no later than 31 August. 

Budget reporting, auditing and evaluation. Government bodies report on their budget execution during 
the course of the year, which they have to do in order to replenish their accounts under the imprest 
system currently in use. Central level bodies report to MPF, while provincial bodies report to the 
Provincial Directorates of Planning and Finance (DPPF). However, only quite recently did the 
Government begin to make available reports on budget execution to parliament. The Budget 
Framework Law of 1997 required the Government to report quarterly to parliament within 45 days of 
the end of each quarter and, since 2000, this has been put into practice, through the release of quarterly 
budget execution reports prepared by the National Directorate of Public Accounts (DNCP). The reports 
on the PES (Balanço do PES) are issued on a half-yearly basis, also within 45 days.  

Since 1998, the government has also, for the first time since independence, been producing annually the 
consolidated state accounts (Conta Geral do Estado – CGE), which are submitted to the Tribunal 
Administrativo for external audit and then to the Assembly of the Republic. Internal audits are the 
responsibility of MPF’s General Inspectorate of Finance (IGF). The audited CGEs have been presented 
to parliament for the fiscal years from 1998 to 2002 up to two years after the close of the fiscal year, 
but, under the SISTAFE Law, this deadline has been shortened to eight months, which will help make 
parliamentary scrutiny of budget execution more meaningful than at present. 

Finally, evaluations of budget performance are sporadic rather than routine. In recent years, the main 
evaluative studies have been the PER [World Bank, 2001 and 2003] and related sector expenditure 
reviews on education, health, agriculture, water and roads.  
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The weak links between planning and the budget.  Mozambique has a large number of 
planning and budget instruments, which are supposed to be inter-related, so that the pattern of 
budget expenditure reflects the policies, priorities, goals and targets spelt out in planning 
documents. This normative relationship between the various planning and budget instruments 
is illustrated in a diagram in the PARPA, which is reproduced in Figure 3.5. 
 

 

Figure 3.5 
Normative relationship between planning and budget instruments 

Source: PARPA 2001-2005 [GoM, 2001b] 
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1998]. As a result, the PES has not yet really become an effective instrument for the annual 
operationalization and monitoring of the PARPA, contrary to the declared intentions in the 
PARPA document itself that the PES and its balanço should perform this role. 

MPF has started to take some initial steps to correct these weaknesses, notably by improving 
the structure and content of the Balanço do PES for 2003 to report on PARPA 
implementation and by making a commitment with the general budget support donors, in 
April 2004, to prepare a matrix of priority targets, known as the Performance Assessment 
Framework (PAF), through the PES preparation process and integrate these into the PES 
document [GoM/G-15, 2004a].20 

Second, the annual budget cannot be regarded as the financial expression of the PES. The 
main reason for this is that the budget is based on the traditional methodology of budgeting by 
inputs, which uses the economic and organic classifiers to show what each government body 
can spend on salaries, goods and services, etc, without showing what this expenditure is 
intended to achieve, in terms of activities, outputs and outcomes. The functional budget 
classifier, introduced in 2001, was only applied at an aggregate level until the preparation of 
the 2005 budget, when the sub-functional classification of expenditure was included for the 
first time. This has still not been replicated in the reporting on budget execution. In any case, 
like the territorial units, the functions and sub-functions simply correspond to a set of 
government bodies. In other words, the functional and organic classifiers mirror each other.21 
Mozambique does not yet have a results or programme-based budgeting system, although this 
is envisaged as part of the SISTAFE reform.22  

Third, the input-based nature of the budget and the lack of budget comprehensiveness make it 
difficult for the CFMP to act as a tool for strategic resource allocation, driven by policy 
objectives. The CFMP was introduced in 1997, with the aim of helping decision-makers to 
allocate resources strategically over the medium term, in accordance with government 
priorities, within a projected resource envelope that would be consistent with the maintenance 
of macroeconomic stability.23 However, in recent years, the CFMP has by and large been 
reduced to the role of projecting the global resource envelope.24 Although it establishes initial 
ceilings for the start of the budget formulation process, based on the resource envelope, these 
ceilings do not reflect any real process of strategic decision-making about the sectoral and 
territorial distribution of resources needed to meet the government’s policy objectives and 
plan targets – apart from the highly aggregated targets for the share of the PARPA priority 
sectors. Rather, the existing pattern of expenditure is extrapolated on a largely incremental 
basis, within the projected resource envelope, based on forecasts of trends in the various 
economic categories of the budget, such as salaries, which are by and large regarded as being 

                                                 
20 New PES guidelines were drafted in May-June 2004, with the assistance of the FoPOS project, with 
a view to implementing this commitment and providing a programmatic framework for the PES 2005. 
However, these guidelines were not distributed to the line ministries and were not applied in the 
preparation of the PES 2005. 
21 In some sectors, e.g. health, the sub-functional classifiers (broad conceptual categories such as 
“public health” and “hospital services”) do not help in any practical way to indicate what government 
resources are being spent on.  
22 Seen mainly as a tool for controlling expenditure on inputs, rather than achieving results (outputs or 
outcomes linked to Government objectives), the budget has a high level of detail, with budget lines that 
define the allocations to hundreds of Government bodies, broken down by the economic classifier, and 
for more than 3,000 individual projects, which are mostly of micro character and not integrated into a 
broader programmatic framework. 
 
23 In the words of the PARPA document, the CFMP is a medium term programming instrument which 
aims to “ensure that the inter and intra-sectoral distribution of resources is consistent with the priorities 
set by Government and that there is a stable balance between expenditures and the resources projected 
to be available in the medium term” [GoM, 2001b].  
24 For an in-depth study of the CFMP experience in Mozambique, see Cabral and Fernandes, 2003. 
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pre-determined, even though it is precisely in a medium term framework that it should be 
possible to introduce necessary adjustments.   

Weak linkage of actual expenditure with the approved budget. Another fundamental 
weakness is that the approved budget provides only a very rough guide to what is actually 
spent.  The actual distribution of budget resources deviates significantly from the allocations 
formally approved in the budget law, due to numerous subsequent adjustments in the 
allocations (most of which can be made by the minister of planning and finance without 
reference to parliament), as well as execution problems that cause delays in the release of 
funds, leading to wide variations in execution rates. For example, in district health 
directorates, in 2001, the execution rates for goods and services varied from 33% to 106% and 
overall averaged 80%, compared with 108% for salaries [MPF and MISAU, 2003]. This 
situation raises serious questions about the extent to which it can be said that the parliament 
really determines the actual pattern of resource allocation through the budget, even though it 
formally approves the budget before the start of the financial year. 

The “off-budget” problem. The PEM system is also seriously compromised by the fact that a 
large proportion of resources and expenditure is not recorded in the approved budget or in the 
government accounts. This violates the fundamental budget principles of integrality and 
universality, which require all Government revenue and expenditure to be presented in a 
single, comprehensive budget document.  

In Mozambique, there are two main kinds of extra-budgetary resource and expenditure flows.  
First, donors provide external assistance that is disbursed and reported through special project 
mechanisms and is therefore often not reported to MPF for inclusion in the approved budget 
or recorded in the government accounts.  Second, various Government bodies raise, retain and 
use “own revenues” (receitas próprias), such as user fees and other charges, without 
providing information on these flows to MPF for inclusion in the government budget or 
accounts. 

It is only possible to guess at the 
size of these off-budget flows, but 
it is clear that they are very 
substantial, especially in the case 
of donor assistance. Apart from the 
general budget support provided 
by donors, which by definition is 
on-budget, most of the external 
financing for projects and 
programmes, including some 
common funds, is either fully or 
partially off-budget. Much is 
partially off-budget, in the sense 
that it is included in the approved 
budget but then executed outside 
the government’s own payment 
and reporting systems (i.e. “off-
treasury”) and, as a result, is not 
captured in the government 
accounts. DNCP, in the Conta 
Geral do Estado, makes estimates 
of the unrecorded external grants, 
which it then adds to recorded 

grants to provide estimated totals for external grants. According to this source, the proportion 
of external grants that was unrecorded has declined, from 47 per cent in 2001 to 37 per cent in 

Source: CGE 2001, 2002 & 2003 [MPF, 2002, 2003b & 2004c].
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2002 and 27 per cent in 2003, as is shown in Figure 3.6 [MPF, 2002, 2003b, 2004c].25 The 
veracity of these calculations is hard to check, however, without a detailed study of the basis 
on which the estimates of unrecorded external grants are made. 

The orders of magnitude are even more uncertain for the off-budget receitas próprias.26  
These are collected by a wide range of ministries and autonomous institutions at the district, 
provincial and central levels, and many of the fees and charges levied have no legal basis. 
Even where they are legal, however, it is rare for the revenues and their corresponding outlays 
to be recorded in the budget or for the government bodies involved in their collection and 
expenditure to provide data either to MPF or the central structures of their own ministries 
[World Bank, 2001]. Overall, however, it appears that the off-budget “own revenues” are 
much smaller than the off-budget flows of external assistance: in the health sector, for 
example, they appear to account for less than 3 per cent of expenditure.27 

Since the government accounts provide an incomplete picture of the resources available to the 
government and the expenditure financed, it is difficult if not impossible to assess the quality 
of expenditure and allocate resources in a prioritized, rational way. In effect, not all 
government finances and activities are subject to the same rules and criteria. Moreover, since   
part of public expenditure is outside the scrutiny of parliament and the public at large, the off-
budget problem undermines democratic accountability.  

                                                 
25 The Administrative Tribunal, in its report on the CGE for 2002, noted this improvement, but 
“reiterated once again its concern about the need to adopt a methodology that allows the external funds 
that enter the country for the financing of investment projects to be registered in a reliable and timely 
way” [TA, 2004]. 
26 One source of information on the magnitude of off-budget resource flows was a study carried out by 
Austral on behalf of MPF in 1999, which covered three ministries: Health, Public Works and Housing, 
and Coordination of Social Action [Austral, 1999]. The issue was discussed at length also in the Public 
Expenditure Review [World Bank, 2001]. Other studies have focused on off-budget flows in specific 
sectors, in particular health [see MPF and MISAU, 2003, and Pavignani et al, 2002].   
27 Combining data from the Austral study (see footnote 2) and other sources, the Health Sector 
Expenditure Review (SER) indicated that, between 1997 and 2000, user fees accounted for between 2.4 
per cent and 2.6 per cent of total Government expenditure in the health sector [MPF and MISAU, 
2004]. Although the Health SER expressed the view that the Austral data were probably 
underestimates, the Expenditure Tracking and Service Delivery Survey (ETSDS), which was 
conducted at the primary level of the health system in 2002, confirmed that user fees are of relatively 
minor importance: user fees retained by the district health directorates (DDS) accounted for only 2 per 
cent of DDS resources [MPF and MISAU, 2003]. 
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The budget process takes place in an institutional framework of constraints and incentives, 
which limit what the actors in the process can do and motivate them to behave in certain 
ways. In short, these are the rules, both formal and informal, which determine how the 
“budget game” is played. In this chapter, we will discuss several inter-related dimensions of 
the institutional setting.  

First, we will analyse the respective roles of the legislative and executive branches of 
government in the budget process. In discussing the legislature, we will also see how the 
dynamics of inter-party competition affect parliament’s role in debating and voting on the 
budget. The discussion of the executive will examine the respective roles of the Ministry of 
Planning and Finance (MPF), which is the body directly responsible for assembling the 
budget proposal and overseeing the budget’s execution, and the other components of the 
executive involved in the process, in particular the sectoral ministries, the sub-national tiers of 
government and the Council of Ministers. 

The analysis then turns to the factors that actually affect the nature of budgeting during the 
process of formulation of the OE, giving it a fundamentally incremental character.  We take 
into account the set of constraints and incentives that arise from the large scale of donor 
assistance in Mozambique and the different aid modalities employed by donors. Finally, we 
will discuss the extent to which there is a structured civil society with opportunities to interact 
with the state and thereby influence the budget process. 
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This section will examine how the nature of the legislature (and its relationship with the 
executive) and the dynamics of inter-party competition affect the budget process. After 
discussing some general characteristics of parliament, since the transition from a one-party to 
a multi-party state, we will describe parliament’s formal role in the budget process and then 
qualify that role by drawing attention to a series of constraints that in practice limit 
parliament’s ability to influence the content of the budget.   

Nature of parliament and inter-party relations. The constitutional changes in 1990 and the 
peace agreement in 1992 created a completely new dynamic for the political parties. 
Previously, the line between FRELIMO and the executive had been so blurred that it was 
difficult to separate one from the other, while competition between the ruling party and 
RENAMO took place on the military battlefield rather than in elections or through 
parliamentary debate.  

The 1994 elections brought into being a parliament composed overwhelmingly of deputies 
from these two parties. In the post-war context, parliament played an important cathartic role 
by allowing previously mortal adversaries to vent their anger at one another, at times citing 
deeply felt personal incidents such as the deaths of colleagues. These emotive and fiery 
exchanges gradually subsided to theatrical melodrama as the actors accustomed themselves to 
each other and to their cosseted status as parliamentary deputies. The media were quick to 
comment on the many occasions in which deputies from opposing parties socialized together. 
Parliament thus co-opted part of the RENAMO elite into the system and allowed the wider 
populous to breath a collective sigh of relief at the sight of such bonhomie amongst former 
enemies. Public opinion was not too exercised about the role of parliament in holding the 
executive to account for its budgetary policy but was extremely keen to see that peace was 
maintained and that parliament could play a role in this. 

In the second mandate (1999-2004), parliament’s role as post-conflict “healer” diminished. 
RENAMO, which was by then in an alliance known as RENAMO-União Eleitoral (UE) with 
ten minor parties, had almost won the 1999 elections. One might have expected some serious 



 40

parliamentary battles over substantive policy direction and budgetary priorities. However, 
RENAMO-UE claimed that the election results had been rigged and responded by boycotting 
and disrupting parliament. Rather than engage the FRELIMO deputies in political debate, 
RENAMO-UE repeatedly demanded an independent investigation and a recount of the votes. 
Its deputies refused to take up their seats until October 2000. Thereafter, they engaged in 
orchestrated jeering, banging of the table and mass walkouts during parliamentary sessions. 
After boycotting the vote on the PES and OE at the end of 2000, RENAMO-UE participated 
in the annual budget/PES debates in subsequent years, voting against both the PES and the 
OE each year. 

It is also important to bear in mind that, despite the relatively high voter turn-out in the 1999 
elections (about 69 per cent), the links between deputies and voters are quite weak. While 
deputies are elected on a list system in eleven círculos eleitorais (one for each province), the 
respective parties stress that the deputy is a representative of the party across the country as a 
whole and does not speak for the círculo eleitoral as such. This is underlined by the tendency 
for the top places on each list to be occupied by candidates chosen by the parties at central 
level.28 Both parties conduct their campaign on a national basis, focussing on the party leader 
and the image of the party as a whole. Most voters are unaware of the identity of the 
individual parliamentary candidates. Their names are not widely publicised and do not appear 
on the ballot form. The voters simply indicate their choice of party.  

Nonetheless, most deputies do maintain quite close contacts with their constituencies, both 
through their links with the local party organizations and as a result of missions to the 
provinces organized by the parliamentary commissions. Many deputies are resident in their 
constituencies, tend to be aware of the main concerns of the population and are conscious of 
local interests – a fact which is reflected in the rather narrow “micro” way in which most 
deputies take an interest in the PES and the state budget, focusing mainly on matters such as 
investment projects benefiting localities in their constituencies. 

There is also an elaborate party infrastructure at provincial, district and local levels, 
particularly in the case of FRELIMO, which also exercises its influence through various mass 
organizations, including the Organização da Juventude Moçambicana (OJM), the 
Organização da Mulher Moçambicana (OMM) and the Associação dos Antigos Combatentes, 
and to a more limited extent some of the trade unions affiliated to the Organização dos 
Trabalhadores Moçambicanos-Central Sindical (OMT-CS). OMM is regarded as an 
especially important vehicle for maintaining FRELIMO’s links with the population. No 
opposition parties, including RENAMO, can boast such an extensive structure of supporting 
organizations. The ruling party also has the huge advantage that it is heavily embedded in the 
state administration at all levels, from the central ministries down to the district governments 
and local postos administrativos. 

Parliament’s formal role in the budget process. Under the 1990 constitution, parliament is 
responsible for “deliberating on the Plan and the State Budget and the respective Execution 
Report” (Article 135). By law, the government has to submit the PES and OE proposals to 
parliament by the end of September, so that they can be debated and approved during 
parliament’s second session of the year, which begins in October and ends in December.29 
Since 2002, the government has successfully met its obligations to submit the budget and PES 
proposals to parliament by the end of September, although individual parliamentarians 
usually do not see these documents until they arrive for the start of the second parliamentary 
sessions in mid-October. During this session, parliament also debates the execution of the 
budget and the PES in the first half of the year (based on the half-yearly Balanço do PES) 

                                                 
28 For example, during the selection process for the current parliament, the FRELIMO organization in 
Nampula proposed a list of preferred candidates together with their respective order in the list. The 
central party office altered both the names and the positions on the list. 
29 Parliament normally sits for 180 days a year, divided into two sessions, in February-May and 
October-December. 
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and, if it is available, the audit report from the Tribunal Administrativo on the state accounts, 
the Conta Geral do Estado.  

In addition to its full plenary sessions, parliament has a Standing Committee (Comissão 
Permanente) that deals with rules and procedures and a series of specialized commissions on 
sectoral or thematic subjects, each composed of between five and 15 deputies, whose political 
composition is proportional to the parties’ representation in parliament.30 Each commission 
has a chairman and a vice chairman, who must be from different parties. Commissions can 
both propose legislation themselves and scrutinize legislative proposals emanating from the 
executive. 

While the OE and PES proposals are available to all deputies, they are studied in detail by the 
commissions and in particular by the Planning and Budget Commission, which has eight 
FRELIMO members and seven RENAMO-UE members. The Commission is currently 
chaired by a FRELIMO deputy, while the vice-chair is held by RENAMO-UE. 

The Commission can question the Minister of Planning and Finance and senior officials of the 
ministry.31 In July-August each year, during the parliamentary recess, it organizes missions by 
its members to a sample of provinces (five in 2004) to review progress in implementing the 
PES and the budget for the current year, as part of its preparations for the debates on the 
Balanço do PES and on the PES and OE proposals for the following year.   

Other commissions consider aspects of the budget and the PES relevant to their specific areas 
of responsibility. Following this appraisal, the Minister of Planning and Finance presents the 
budget to the full plenary of parliament and the prime minister presents the PES. Each 
commission, beginning with the Planning and Budgeting Commission, presents the results of 
its deliberations, including any proposed amendments. Deputies then intervene in the debate 
until a vote is called.  

The PES is simply approved by resolution, while the OE is approved by a budget law, which 
is published in the Boletim da República. The brief text of the law makes explicit reference to 
the main fiscal aggregates (revenue, recurrent and investment expenditure, financing, etc.) 
while approving the detailed appropriations as set out in an attached set of tables.  

Almost always, parliament makes some minor amendments to both the PES and the OE. The 
amendments to the PES, which are listed in the resolution approving this document, arise 
from individual deputies suggesting the addition of various activities not mentioned in the 
draft text. However, since there is no direct link between the PES and the OE (the latter is not 
explicitly the financial expression of the former), these additions to the PES are not matched 
by amendments to the budget. Almost never does parliament make changes in the substantive 
budget allocations. Rather, amendments are presentational in nature, introduced in response to 
deputies’ requests for greater clarity or more detail.  

Constraints on parliament’s influence in the budget process. Although parliament plays the 
formal role described above in debating and approving the budget, along with the PES, 
several factors have limited the extent to which it can exert a real check on the executive in 
the budget process. Apart from basic capacity limitations, which will be discussed in Chapter 
5, these factors are institutional in character.    

The first such factor, already discussed above, has been the polarized nature of parliament and 
the weak incentives for RENAMO, as the main opposition party, to engage in serious debate 

                                                 
30 There are currently eight specialized commissions, namely: (1) Planning and Budget; (2) Social 
Affairs, Gender and the Environment; (3) Agriculture, Regional Development, Public Administration 
and Local Government; (4) Economic Activities and Services; (5) Defence and Public Order;  
(6) International Relations; (7) Legal Affairs and Human Rights; and (8) Petitions. 
31 Ministers do not sit in parliament and if an elected deputy is nominated to a ministerial post he has to 
give up his parliamentary seat. Ministers address parliament and respond to deputies’ questions only 
when called by parliament or its commissions. 
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on topics such as the budget, rather than question the legitimacy of the government as such. 
Although there is detailed examination of the budget proposal in the Planning and Budget 
Commission, once the budget reaches the plenary session whatever interrogative and forensic 
ambience existed in the Commission evaporates before the heat of the wider political debate. 
FRELIMO deputies defend the proposed PES and OE and RENAMO deputies oppose them. 
This invariably results in a bloc vote in favour from FRELIMO deputies and a vote against 
(or a walkout) from RENAMO deputies. The same has been true for the debates and votes on 
the CGE. 

A second constraint is the lack of an explicit link between the PES proposal and the draft 
budget. Because of its input-based nature, it is very difficult for deputies to understand what 
the proposed budget will produce (except for the implementation of specific projects listed in 
the investment component of the budget) and thus to see the relationship between the budget 
and the planned activities and outputs in the PES.  

Third, unlike in most countries, parliament does not approve tax rates as part of the budget, 
thereby making it difficult for deputies (or the wider public) to appreciate the trade-off 
between taxation and public services. Although the constitution states that “taxes are created 
or altered by law” (article 50) and this is reaffirmed by the SISTAFE law, this has been 
interpreted to refer only to the kind of taxes levied, rather than the actual tax rates, which have 
habitually been set by ministerial decree. The budget law simply refers to the revenue to be 
raised.  

The lack of transparency of the budget with respect to tax policy is in stark contrast not only 
with the experience in other countries, but with Mozambique’s own experience at the time of 
the one-party regime. Then, changes in tax rates, particularly excise taxes on consumer goods 
such as cigarettes and beer, used to be headlines of the budget speech made by the finance 
minister in parliament. For this and other reasons, the budget speech in the past used to be a 
matter of greater public attention than it is now.   

Fourth, parliament plays only a limited role in approving budget revisions. As will be 
discussed later in this chapter, the minister of planning and finance has wide discretion to 
reallocate expenditure without recourse to parliament. Hundreds of reallocations take place in 
this way, through the issuance of ministerial despachos. This tends to undermine the 
legitimacy of the state budget, since it is executed in quite a different form from how it was 
approved in parliament – although certain technical factors, related to the nature of the 
Mozambican budget (its excessive micro detail and the unpredictability of donor 
disbursements), make it indispensable to introduce a degree of executive flexibility in 
execution (see section 4.5). 

Formal parliamentary approval is only required when the major fiscal aggregates included in 
the budget law are to be altered.  This last happened in the 2002 budget year.32  However, it 
was common practice, until 2001, for such revisions to be submitted to and approved by 
parliament only at the very end of the fiscal year, to legalize excess expenditures that had 
already been made. This was apparently due in part to the short length of the parliamentary 
sessions, which made it difficult to submit and approve a budget revision law in a timely 
manner. However, for the 2002 budget revision, parliament was called into extraordinary 
session, in September, to approve the increase in expenditure before it was actually executed.   

                                                 
32 Such budget revisions were common during the first multi-party parliament, when constant prices were 
used in the budget figures, without taking into account inflation.  This changed in the second parliament, 
as the government started to prepare budgets in current prices, in accordance with provisions in the 1997 
budget framework law. Since the government was also relatively successful in bringing about 
macroeconomic stability during this period, budget revisions became less frequent. Nevertheless, the 
large increases in expenditure in 2000-2002, related to the floods and the recapitalization of the partially 
state owned banks, required the approval of budget revisions by parliament. 
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Fifth, the extent of donor involvement in financing public expenditure in Mozambique and 
the fact that much donor-financed expenditure is either off-treasury or fully off-budget create 
a situation where parliament cannot exercise full oversight of the budget. This problem has 
been a matter of special concern to the deputies who participate in the Planning and Budget 
Commission’s mid-year monitoring missions to the provinces, where they have come face to 
face with the implications: the impossibility of monitoring execution of the investment 
component of the budget in conditions where there is only a partial correspondence between 
the projects included in the approved budget and the projects actually being implemented on 
the ground. 

In practice, accountability to donors, which requires detailed reporting, formal evaluations 
and extensive discussions, is far more demanding than accountability to parliament.  Other 
complexities arise from the requirements for simultaneous accountability to parliament and 
the International Monetary Fund (IMF). For example, when the 2002 budget revision was 
approved by parliament, it was not applied in practice because of objections made by the 
IMF, which questioned the optimistic GDP and revenue projections on which it was based. 
This led to a curious situation where the government executed a “shadow budget”, based on 
new fiscal estimates agreed with the IMF, while quietly abandoning the budget revision 
approved by parliament – although the government still had to report later to parliament on its 
budget execution against the figures in the budget revision law. Other difficulties have arisen 
because of the failure to sequence visits by IMF missions to review the budget before it is 
required by law to be submitted by the government to parliament.     

Sixth, parliamentary debate on the proposed PES and OE is not well informed by past 
performance, due to the constraints on parliament’s role in holding the executive to account 
for its management of plan and budget execution. Although Article 135 of the constitution 
requires parliament to deliberate on the execution reports of the annual plan and budget, the 
Planning and Budget Commission does not formally review the quarterly budget execution 
reports produced by MPF. Possibly, this is because those reports, produced within 45 days of 
the end of each quarter, are still provisional. Furthermore, although the commission does 
review the Balanço do PES, which includes a brief summary of budget execution, it does this 
only for the first half of the year. Remarkably, the Commission never examines the full-year 
Balanço do PES, produced within 45 days of the end of the year, even though this could 
easily be scheduled to take place during the first parliamentary session of the year, in 
February-May, when the Planning and Budget Commission has little to do. In practice, 
parliament’s constitutional responsibility to deliberate on budget execution has been 
interpreted to refer primarily to the Conta Geral do Estado (CGE), which is presented to 
parliament along with an audit report from the Tribunal Administrativo, a juridical body that 
acts as external auditor of the state accounts.33 However, the limited capacity of both DNCP 
and the Tribunal Administrativo has meant that the CGE and its respective audit report have 
been sent to parliament up to two years after the close of the fiscal year, much too late to 
permit timely, relevant debate on budget execution.34 Parliament has had little if any access to 
evaluations of the quality of public expenditure, such as those carried out by DNPO and the 
World Bank during the public expenditure review in 2001-2003, or the Fiscal Modules of the 
IMF’s ROSC reports. 

Finally, parliament’s ability to scrutinize the budget is hampered by its lack of involvement in 
the approval and monitoring of the medium-term plans that in theory should provide the 

                                                 
33 Article 60, on the responsibilities of the Planning and Budget Commission, in the parliament’s 
statutes (law n.º 6/2001), refers to examination of the audited CGE, but not the provisional budget 
execution reports, nor even the Balanço do PES. 
34 The Tribunal Administrativo produced its report on the audited accounts for 2002 in mid-2004. Under 
the SISTAFE Law (law n.º 9/2002), the deadline has been shortened to eight months. The law requires 
MPF to issue the CGE for year n by May in year n+1and the Tribunal Administrativo to deliver its audit 
report by the following October. This would allow parliament to debate the CGE for the previous year 
and the respective audit report in its second annual session.   
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strategic framework for the OE and the PES.  Apart from the PES and the OE themselves, the 
government is legally required (by Article 136 of the Constitution) to submit to parliament 
only a five-year programme (Programa do Governo), which is prepared at the outset of each 
new legislative term and by and large reflects the winning party’s election manifesto. This 
means that, from the point of view of parliament, the government is expected to derive its 
targets for the annual PES from this five-year programme. In both legislative terms since the 
introduction of the multi-party system, FRELIMO has been conscientious in meeting these 
legal requirements. The FRELIMO manifestoes and government programmes for 1994–1999 
and 2000–2004 presented lists of activities and some quantitative targets on a sectoral basis 
corresponding to the main ministries. Since this structure reflects the administrative division 
of government, it is not too difficult for the ministries to derive annual targets for the PES.  

However, the Programa do Governo is not a fully-fledged, costed plan, with a logical 
framework. The PARPA, which was approved by the Council of Ministers in April 2001 and 
covers the five-year period from 2001 to 2005, is a much more fully developed planning 
document, with the main elements of a logframe and a medium term budget framework. 
However, although copies of the PARPA were made available to parliamentarians (and 
deputies received a special PowerPoint presentation on the plan), PARPA was not formally 
debated and approved by parliament.  

It might be argued that this lack of parliamentary approval has had little practical significance, 
as there is much substantive overlap between PARPA and the Programa do Governo, both of 
which focus on the reduction of poverty. MPF officials note that the PARPA exercise simply 
represented the re-branding of the Programa do Governo in a format that would allow access 
to the Highly Indebted Poor Countries (HIPC) Initiative.35 They add that the pro-poor policies 
included in the PARPA were already being followed, before the PARPA was adopted, and 
that this confirms the government’s commitment to those policies. 

Nonetheless, the fact that the PARPA was not endorsed by parliament does mean that it has 
less legitimacy than the Programa do Governo. Furthermore, at times some government 
officials do at times refer disparagingly to the PARPA (out of earshot of donors) as a donor 
driven document, adopted only to obtain access to debt relief. As a consequence, the PARPA 
does not have a legally defined relationship with the annual PES, which may explain, in part 
at least, why there has been no real concern within government about the latter’s lack of a 
logical framework and why little progress has been made towards revising the methodology 
of the PES [MPF, 1998] in order to turn it explicitly into the annual instrument for 
operationalization of the PARPA.     

Perhaps most important of all, the failure to refer the PARPA to parliament is a measure of 
this body’s limited role in the wider planning system. This is demonstrated also by the fact 
that parliament has never been involved in debating or approving the sector strategic plans, 
which have been produced in several of the most important sectors, such as health, 
agriculture, education, roads, water and justice, since the late 1990s. Likewise, the 
government does not submit to parliament the Medium Term Fiscal Framework (CFMP), 
even as an informational document that would help situate the annual budget in a longer term 
context. This contrasts with the prevailing “best practice” in countries such as South Africa 
and Uganda, where the government provides information on its medium term budget policy to 
parliament.36   

                                                 
35 Meeting the IMF/World Bank requirements for a poverty reduction strategy paper (PRSP), the PARPA 
did indeed perform this role, although it is worth recalling that the first drafts of PARPA actually pre-
dated the HIPC initiative. 
36 In South Africa, for example, the government presents a Medium Term Budget Policy Paper to 
parliament several months before the budget and then provides deputies with the Medium Term 
Expenditure Framework as part of the package of information that accompanies the proposed budget 
legislation [see Van Zyl, 2003, and Cole, 2003]. 
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In short, parliament plays no role regarding the medium term strategic plans and the CFMP. It 
does not debate them or approve them. This may be of only theoretical interest in so far as the 
OE is in any case technically de-linked from these medium term planning instruments. 
However, the fact that deputies are not able to influence or pronounce upon them tends to 
lessen their authority: their implementation is not scrutinized by parliament and deputies do 
not place demands on the executive to ensure that the PES and the OE are consistent with 
them. 
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The analysis in the previous section may have given the impression that there is one unified 
budget, which is prepared by the executive and then debated and approved by parliament. In 
reality, there is a plurality of parallel, partially overlapping budget systems, which reflects the 
diversity of funding sources available to the sector ministries and their respective directorates, 
particularly in the PARPA priority areas, where donors provide substantial aid directly to 
ministries, much of it off-budget (not recorded in the approved budget) and/or off-treasury 
(not disbursed through the state payments system and therefore often not captured in the state 
accounts). In some of these sectors, donor assistance (for projects and common funds) 
outweighs the resources made available through the state budget.  

MPF coordinates the macro-level budget/planning system, which basically corresponds to the 
internal resources of the OE, including the general budget support received from donors. 
Alongside this, some of the largest sector ministries have begun to establish sector-wide 
planning and budget management systems, which cover not only the resources available from 
the OE, but the funds made available directly to these ministries by donors. In fact, the 
situation is even more complex than this because there are also numerous micro-level 
planning and financial management systems for large numbers of separate projects, each with 
their own donors and reporting requirements, in different directorates within many of the line 
ministries, as well as various retained “own resources”. Since the mid-1990s, these micro-
level systems have been complemented by the emergence of sector-wide approaches to 
planning and financial management, although it would be fair to say that these are still far 
from ensuring overall rationality in resource allocation within the sectors in practical 
operational terms. 

The diversification of funding sources, between the OE on the one hand and donor-funded 
projects and common funds on the other, has given the large sector ministries considerable 
flexibility and lessened the influence of MPF, compared with the situation in countries where 
line ministries depend almost entirely on the state budget for their resources. Only to a limited 
extent has the emergence of general budget support in recent years started to “correct” this 
shift in the relationship between MPF and the line ministries, as Section 4.7 will discuss. At 
the same time, the emergence of general common funds in some sector ministries has 
strengthened the hand of the planning directorates in the line ministries, diminishing 
somewhat the relative autonomy of the other directorates, although the extent of this shift is 
limited by the fact that the “line directorates” continue to receive substantial project funds or, 
in some cases, have their own sub-sectoral common funds or “basket funds” (e.g. for drugs in 
the Ministry of Health and textbooks in the Ministry of Education). 

The sector-wide approaches began with the development of five-year strategic sector plans, 
notably in agriculture, education, health, water, roads and justice. The nature of these strategic 
plans varies considerably from one sector to another. Some, such as the National Programme 
for Agriculural Development (PROAGRI), have a highly elaborate logical framework, linking 
objectives, outputs and activities, while others are methodologically less rigorous. Some 
plans, like PROAGRI and the Education Strategic Plan (PEE), are costed, while others, 
notably the Health Sector Strategic Plan (PESS), are not (see Box 4.1 for a discussion of the 
planning and budget system in the Ministry of Health). Rarely are the plans territorially 
disaggregated. Moreover, only to a limited extent have the sector strategic plans been applied 
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operationally to orient the planning of annual activities and targets by the ministries and their 
respective directorates. Some sectors, such as agriculture and education, have already moved 
on to the formulation of second-phase plans, such as PROAGRI II and PEE II, which are 
attempting to make improvements based on the experience of the first round of plans. The 
past few years have also witnessed the emergence of common funds designed to marshall 
resources for the implementation of the strategic plans: examples are the fund established for 
PROAGRI, the Fund for Support of the Education Sector (FASE) and the so-called “general 
common fund” in the health sector (PROSAUDE). 

In addition to their strategic plans, some of the larger sectoral ministries have their own 
annual plans, which attempt to take into account the totality of their resources, including both 
their internal resources from the OE and the resources they receive directly from donors. 
Examples of such plans are the Plano Operacional Anual (POA), produced by the Ministry of 
Health (MISAU), and the Plano Anual de Actividades e Orçamento (PAAO) of the Ministry 
of Agriculture and Rural Development (MADER). Both these instruments have come into 
being in the past few years, as an attempt to operationalize these sectors’ strategic plans, 
although so far with only limited success, and to provide a framework for allocating the 
untied donor resources available from their general common funds.   

The macro and sectoral systems partially overlap, in so far as MPF attempts, through special 
reporting mechanisms and estimates, to include data on the sector ministries’ external 
resource flows and expenditures in the OE and the state accounts, while for their part the 
sector ministries take into account the resources they receive from the OE as well as donors in 
their annual sector planning exercises. 

Overall, the resource coverage in the annual sector plans is more complete than in the OE, 
partly because sector ministries (or individual directorates within them) are sometimes 
circumspect about providing full information on donor financing to MPF, out of fear that this 
will be used to cut internal funding from the OE. Furthermore, MPF will only incorporate into 
the OE donor resources for which there are already signed commitments. The fact that OE 
proposals are prepared quite early in the year (June-September), when many donors have not 
converted their declared intentions into signed commitments, results in much of this external 
financing ending up off-budget. In short, MPF’s own procedural requirements sometimes 
“push” externally financed expenditure off-budget even when sector ministries and their 
donors would like these flows to be included in the approved budget (see Box 4.2).  

It should also be noted that some of the sector ministries, such as MISAU, engage in their 
annual sector-wide planning processes much later in the year, when there is more reliable and 
complete information on donor commitments, than during the period of preparation of the OE 
proposals. Finally, the annual sector plans are generally not harmonized with the proposals 
prepared by the sector ministers for the PES, not only because they are prepared at different 
times, but also because the methodologies are different. 
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A sector wide strategic plan for the health sector, covering the period from 2001 to 2005, with an 
indicative extension to 2010, was adopted in April 2001 [MISAU, 2001]. The Health Sector Strategic 
Plan (PESS) focuses on five areas: (1) consolidating the provision of quality health services for the 
poor; (2) advocacy for health; (3) reinforcing the pharmaceutical sector; (4) implementing flexible 
financing strategies; and (5) institutional capacity building, particularly in the areas of policy analysis, 
planning, management and system analysis. The PESS has been complemented by a sector-wide 
Medium Term Expenditure and Financing Framework (CDFMP), which has been produced twice, 
first for 2001-2005 and then for 2004-2008, as well as by a Health Investment Plan for 2004 to 2008. 

Furthermore, in 2002, MISAU prepared for the first time an Annual Operational Plan (POA), in an 
attempt to plan activities and resources in a more integrated manner and thereby overcome the 
compartmentalization of the vertical programmes managed by the Ministry’s national directorates. 
This development was closely related to the negotiations with donors that culminated in November 
2003 in the establishment of the Common Fund for Support to the Health Sector (PROSAUDE). The 
“general common fund”, as it is more widely known, became operative in 2004 and is managed by 
MISAU’s Directorate of Planning and Cooperation (DPC). In contrast with many earlier common 
funds, PROSAUDE was intended to be on-budget and on-treasury. 

It is noteworthy that the POA and PROSAUDE came into being several years after similar initiatives 
at provincial level: annual “integrated provincial planning” exercises were already being conducted 
by the provincial health directorates and a Provincial Common Fund (FCP) had been set up to 
provide supplementary resources for non-salary recurrent expenditure to help the provincial health 
directorates maintain operations in the early part of the year when the flow of OE resources is most 
vulnerable to liquidity constraints and difficulties in operating the duodécimo system. Managed at 
first by Swiss Development Cooperation, the FCP was transferred to MISAU in 2004, although it 
remains off-treasury. Funds are distributed to the provinces on the basis of a formula, integrating six 
indicators reflecting needs and equity considerations, which is applied by DPC.   

Despite these developments, the annual planning and resource allocation system within MISAU still 
has quite weak links to the medium-term, sector-wide planning instruments, as well as to the macro 
planning/budget system coordinated by MPF. Partly this is because of methodological weaknesses in 
the PESS itself. The PESS does not have a formal logical framework, explicitly linking objectives, 
outcomes, outputs, activities and inputs. The components of the plan are not clearly prioritized, nor 
are they costed. And, although one of its underlying principles is equity, the plan does not have a 
territorial dimension, aimed at overcoming the historical disparities in access to health services [see 
Cumbi, 2003, and MPF/DNPO, 2004a]. 

A second factor is that, although the creation of PROSAUDE (and the transfer of management 
responsibilities for the FPC) has increased the influence of DPC, by making it the gatekeeper to a 
significant new source of funds, other directorates and departments in MISAU retain considerable 
autonomy, due to their continued access to donor funded project resources. There is also a common 
fund for drugs and medical equipment.  Furthermore, several directorates have their own sub-sectoral 
strategic plans, which were developed at different times and with different methodologies and thus 
are poorly integrated with the PESS. Some of these plans, such as the National Strategic Plan to 
Combat STIs, HIV and AIDS [MISAU, 2004], are very large and wide-ranging in their own right. 

As a result, the POA is essentially an “inventory” method of planning and budgeting, which records 
the resources already known to be available to the various directorates and departments in MISAU 
and the activities they have already planned in other frameworks. Significantly, MISAU engages in 
the preparation of the POA in October-November, following the submission of the state budget to 
parliament, in other words after it is known what internal resources are to be allocated to the Ministry 
in the OE. These internal resources are then taken into account as one source of funds, alongside the 
other resources provided by donors.  

The POA is an exercise in real planning only in so far as it provides a framework for allocating the 
untied funds available from PROSAUDE. In performing this role, it does reflect in a general way the 
strategic objectives of the PESS, as well as the priorities identified in an annual evaluation exercise 
conducted jointly with the sector’s donors (the Grupo Técnico SWAP) in March. The general 
common fund acts as a kind of financier of last resort for the ministry, filling gaps or supplementing 
resources in under-funded areas of activity.   
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The sector ministries are not only relatively powerful at a national level, vis-à-vis MPF, but at 
a sub-national level too, vis-à-vis local authorities, due to the high degree of centralization in 
the system of government, which has not diminished significantly despite official assertions 
of commitment to decentralization.  

Limited scope of decentralization. In practice, decentralization has been restricted to the 
urban areas – and even there it has been quite limited in scope. Autonomous local authorities, 
or autarquias, exist only in the 33 urban areas, where elected councils came into being in 
1998. These urban autarquias are the only local bodies directly elected by and responsible to 
their local populations, through elections held once every five years. However, they have very 
few substantive responsibilities and are heavily dependent on fiscal transfers from the central 
government. Their main areas of competence concern land use, the licencing of building 
works, small-scale water systems, sanitation, markets and the municipal police. For these 
specific functions, the autarquias have their own annual plans and budgets. They are entitled 
to raise and retain local taxes and to collect various fees, but they also receive transfers from 
the state budget, through the Fundo de Compensação Autárquica (FCA), for recurrent 
expenditure, and the Fundo de Iniciativa Local (FIL), for investments.  

Initially, in the period ushered in by the 1990 constitution and the 1992 peace accords, the 
government intended to introduce democratically elected local authorities more widely. This 
is indicated, for example, by a reference to representative provincial assemblies in the 1990 
constitution and by a provision for elected authorities in all districts, rural and urban, in the 
initial legislation on local government (law n.º 3/94), which was later substituted by the more 
cautious pacote autárquico – the package of laws on the autarquias enacted in 1996-97 
[MAE, 1998]. It is widely presumed that the FRELIMO leadership concluded in the mid-
1990s that, in view of the weakness of the Mozambican state, it could not afford the political 
risk of RENAMO taking power in rural districts where it had sunk deep roots during the civil 
war. Thus the autarquias were restricted to selected urban areas and the provincial assemblies 
were never set up.37  

Deconcentration and “dual subordination”. Thus, apart from the urban autarquias, all local 
authorities in Mozambique remain integral parts of the national government – in other words, 
they are examples of administrative deconcentration rather than decentralization. The country 
is divided into eleven provinces, one of which corresponds to the city of Maputo, which 
simultaneously has the status of an autarquia. Each provincial government is headed by a 
governor, who is nominated by and responsible to the head of state. The provincial 
governments also have a series of provincial directorates for specific sectors (education, 
agriculture, etc), as well as for planning and finance and for overall coordination (the 
provincial directorates of support and control). These directorates are politically subordinate 
to the provincial governors but technically and administratively guided by their respective 
ministries at national level.  

This organizational structure is replicated at district level. The provinces are sub-divided into 
128 districts, whose district governments are headed by administrators nominated by and 
responsible to the provincial governors. The district governments have various district 
directorates, which are overseen both by the district administrators and by the corresponding 

                                                 
37 The failure to implement this provision in the 1990 constitution represents a step backwards, since 
the former provincial “people’s assemblies”, composed of leaders of neighbourhoods and villages and 
representatives of trade unions and other “mass organizations”, provided at least some kind of 
framework for local democratic accountability in the pre-1990 one-party system.   
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provincial directorates. The districts, in turn, are made up of 393 administrative posts, which 
may be regarded essentially as branch offices of the district governments. 

As Jackson et al have observed [MPF/DNPO, 2004b], this system has two main 
characteristics. First, it is a system of “dual subordination” (dupla subordinação), in which 
each local sectoral body is accountable simultaneously to the local political representative of 
the state (the provincial governor or district administrator) and to the higher-level bodies in its 
specific area of competence, through the vertical hierarchy of its respective ministry.  The 
provincial health directorate is thus responsible both to the provincial governor and to the 
Ministry of Health at central level. Second, all accountability flows upward, to higher-level 
bodies, rather than downwards to the local population (through elections) or to the users of 
local services.  

Jackson et al note that the new Law on Local State Organs (law n.º 8/2003) has not 
fundamentally altered these characteristics, although it has slightly increased the powers and 
influence of the provincial governors and district administrators, compared with those of the 
vertical hierarchies of the line ministries, and introduced some minor changes aimed at 
promoting territorial integration. The provincial and district directors are now formally 
appointed by and subordinate to the provincial governors and district administrators, and the 
latter may reorganize the administrative structure at provincial and district levels by merging 
directorates into wider “services”. Nonetheless, the directorates (or future “services”) are still 
required to follow the instructions of their respective central-level ministries. In practice, the 
central-level ministries are likely to continue to exercise decisive influence over the provincial 
and district directorates because of the vertical nature of many of the sector programmes, their 
procurement and logistical arrangements and much of the related funding, both from the OE 
and from donors. 

There are two main reasons why the Law on Local State Organs marks no real shift to 
decentralization. First, it does not introduce any mechanisms of downward local 
accountability, through directly elected provincial or district bodies, despite the constitutional 
provision for such bodies, at least at provincial level. Second, it does not attribute any specific 
substantive responsibilities to provincial governments, apart from coordination of government 
activities, and, in the case of district governments, it merely reaffirms the limited 
responsibilities that they already possessed, in areas such as local water supply and 
maintenance of non-classified roads, as well as district-level coordination of government 
activities. Leaving aside the autarquias, the government system can best be seen as a matrix, 
in which almost all substantive responsibilities are held by line ministries, organized 
vertically, while the horizontal bodies (provincial governors offices and district 
administrations) essentially perform coordinating roles. The Law on Local State Organs 
constitutes a minor inflection in the matrix, but does not remove the matrix as such by 
attributing specific areas of competence to different territorial levels.38   

Implications for the budget process. Unlike the autarquias, the provincial and district 
governments do not have their own separate budgets, since they are integral parts of the 
national government. The provincial governors’ offices and the provincial directorates have 
budget lines within the OE, just as central-level ministries do, and so they submit budget 
proposals to MPF, which then appraises them and may alter them before they are included in 
the OE proposal sent to the Council of Ministers. By contrast, the autarquias have their own 
budgets, which are approved by the municipal councils and can be revised by them in the 
course of budget execution, without having to obtain the approval of any other body. 

                                                 
38 To take one hypothetical example, in the education sector, a reform that involved the attribution of 
specific responsibilities to different levels of government might vest responsibility for delivery of 
primary education services in provincial governments, which would have their own education 
directorates (and budgets) for this purpose, while at central level the Ministry of Education might retain 
responsibility for the regulatory framework for primary education (curricula, examinations, school 
inspection, etc) and perhaps certain logistical functions (textbook procurement and distribution). 
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Although they remain heavily dependent on the FCA and FIL resources they receive from 
central government, these are transfers from one budget to another, rather than allocations 
within a single budget, as is the case for the provincial governments’ resources. 

In the case of the district government bodies, these were treated until recently simply as 
extensions of the provincial budget units. The Law on Local State Organs made a significant 
innovation by giving the district administrators’ offices the status of budget units for the first 
time, whereas previously they had received part of the resources allocated to the provincial 
directorates of support and control (DPAC). The new law did not change the status of the 
district sector directorates, which do not have any earmarked resources in the OE and simply 
share in the allocations made to the respective provincial directorates. 

In practice, provincial bodies receive budget lines simply because it is more convenient for 
some expenditure to be executed at provincial level, through the provincial treasury 
departments of the Provincial Directorates of Planning and Finance (DPPFs).39 It makes 
sense, for example, to pay salaries to provincial staff at this level and thus each province has 
its own payroll system. Salaries are by the far the largest component of provincial 
expenditure, accounting for roughly half of all internally-financed expenditure at this level 
(49 per cent according to the CGE for 2001). Pensions are another large expenditure item at 
this level, for the same reason. Some resources are also provided to provincial bodies for 
expenditure on goods and services, although this is the category most prone to crowding out 
by the priority given to salaries. Overall, just under half of recurrent expenditure is executed 
at provincial level (44 per cent in 2001). By contrast, the provincial bodies account for only a 
small part of internally financed investment, although this is higher for execution than in the 
approved OE (25 per cent compared to 15 per cent in 2001) because of the deconcentration of 
some projects from central to provincial level during the fiscal year.  

The provincial budget units (and indirectly the district bodies that receive a share of their 
resources) participate in the budget formulation process in the following way. They receive 
initial budget limits, like central government bodies, and then prepare budget proposals that 
are forwarded to DNPO for assessment, negotiation and inclusion in the OE. However, the 
process by which initial limits are set and communicated and by which budget proposals are 
submitted, assessed and negotiated is complicated by the system of dual subordination, 
because of the ambiguities inherent in the co-existence of two channels of communication 
between the provincial budget units and DNPO: one via the respective sector ministry, the 
other via the DPPF, as Figure 4.1 shows. It is never entirely clear which channel is supposed 
to take precedence over the other.  

The “spirit” of the Law on Local State Organs would suggest that the provincial governments 
(and thus the DPPFs) would play an increasingly influential role. The DPPFs are indeed the 
normal channel for communicating the initial budget limits to the provincial budget units and 
they are responsible for submitting a consolidated provincial budget proposal to DNPO on 
behalf of the provincial government.  

However, this role sits uncomfortably with the reality that the substantive responsibilities for 
service delivery essentially remain with the sector ministries and their vertical programmes. 
Moreover, as we have seen, the latter are backed up by centrally organized planning, 
procurement, logistical and financial management systems within the individual sector 
ministries. Apart from the resources the provincial sector bodies receive from the provincial 
component of the OE, these bodies receive substantial additional resources, either indirectly 
from the central component of the OE or from donor projects and common funds managed by 
the sector ministries. Some of these resources are in cash (e.g. disbursements from the 
Provincial Common Fund in the health sector), but much is in kind, due to the vertically 
organized mechanisms for financing, procurement and distribution of goods such as 

                                                 
39 A detailed analysis of provincial governments’ role in the OE may be found in Jackson et al 
[MPF/DNPO, 2004b]. 
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textbooks, drugs and medical equipment, as well as for implementing most investment 
projects. Given this reality, it is not surprising that, in the process of budget formulation for 
the internal resources of the OE, the sector ministries continue to exert their influence. For 
example, since 1998, the initial investment budget limits at provincial level in the sectors of 
greatest importance for poverty reduction (education, health, agriculture and public works) 
have been set separately, or ring-fenced, from the non-disaggregated investment limits for the 
other sectors. For the 2005 budget, as will be discussed in the next section, DNPO has also 
given wide discretion to the ministries in these same four sectors to distribute resources 
between their provincial directorates, giving them much greater influence than the DPPFs. 

   

Figure 4.1 
Budgeting and resource flows between MPF, donors, 

 sector ministries and provincial directorates 
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Budget formulation is fundamentally incremental in nature, apart from the need at times to 
accommodate the consequences of external shocks, such as the floods in 2000, or contingent 
liabilities, which in the case of the bail-out of the semi-state-owned banks fuelled a large 
increase in expenditure in 2000-2002. While the latter diverted substantial resources, it also 
had the effect of prompting the government to abandon attempts to restructure the inter-
sectoral distribution of resources, as Chapter 3 has shown.  

The bottom line for the government has been the political need to sustain the public 
administration and the salaries of its employees. In so far as rising GDP and internal revenues, 
along with high levels of donor assistance, have made it possible to continue expanding 
overall expenditure, the government has budgeted to expand services without attempting to 
alter significantly the structure of expenditure in either sectoral or territorial terms or to 
accommodate major new challenges, such as the need to halt and reverse the spread of 
HIV/AIDS. This incremental approach is partly a consequence of the fact that the government 
does not have the tools it would need to direct expenditure in a more policy-driven manner.  
However, it also reflects the fact that, at the highest level of government, no real leadership is 
being exercised to give the budget a strategic direction.  

It should be recalled that allocation takes place in two steps: first the setting of initial ceilings, 
which are communicated to budget units at the start of the budget formulation phase (at the 
end of May), and then the final allocations, which are contained in the budget proposal sent to 
parliament. Between these steps, budget units prepare their budget proposals based on the 
initial ceilings and these are then assessed within MPF by DNPO, which engages in 
negotiations with the sector ministries and provincial governments, during which various 
changes may be made. An initial reserve (the limite não distribuido) is also distributed at this 
stage, based on requests for additional resources made by budget units, if the updated 
macroeconomic framework indicates that this is possible. Further changes may occur when 
the budget proposal goes for discussion in the senior management bodies of MPF (the 
Technical Council and the Consultative Council) and then from there to the Economic 
Council, which is a sub-body of the Council of Ministers, and finally to the full Council of 
Ministers.40  

Setting the fiscal aggregates. The overall fiscal parameters of the budget are set on the basis 
of a macroeconomic forecast and a set of targets for fiscal indicators that seeks to be 
consistent with the maintenance of macroeconomic stability. The projections and targets are 
agreed by MPF with the International Monetary Fund (IMF), in accordance with the 
arrangements for setting and monitoring a programme of fiscal, monetary and other measures 
linked to the Fund’s lending to Mozambique under the Poverty Reduction and Growth 
Facility (PRGF). 

The macroeconomic forecast is produced by DNPO’s Macro Programming Department, by 
running a simple Excel-based financial programming model, originally developed in MPF’s 
Office of Studies (GEST).41 The forecast, which is used above all to determine the size of the 

                                                 
40 The Technical Council of MPF, which meets weekly, is chaired by the minister of planning and 
finance and includes the vice-minister, the permanent secretary, the minister’s advisors and the heads 
of the main national directorates (Planning and Budget, Treasury, Public Accounts, Taxes and Audits, 
and Customs). The highest body in MPF is the Consultative Council, which meets once every two 
weeks and is also chaired by the minister. In addition to the members of the Technical Council, it also 
includes the remaining national directors and their deputies, as well as the directors of other bodies that 
make up the Ministry.  The Economic Council includes the ministers with economic portfolios plus one 
or two other ministers. It cannot take decisions, but is responsible for preparing the discussion of 
economic matters in the full Council of Ministers. 
41 For a critical assessment of this model and the more elaborate computable general equilibrium 
(CGE) model developed by GEST, see Dhliwayo, 2003. 
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resource envelope available for expenditure, is produced at a technical level within DNPO, as 
part of the process of producing the CFMP in the early part of the year (February-May), and 
then updated prior to the finalization of the budget in August-September.42 The model’s main 
exogenous variables are GDP growth (derived from national accounts projections made by 
DNPO’s Department of Economic and Social Analysis) and a target for inflation.  

The IMF missions, which arrive with their own macro projections and their own proposals for 
fiscal targets, visit twice a year, normally in August/September, to review the budget before it 
is presented to parliament, and in March/April to review performance. The negotiations 
conclude with agreement on formal performance criteria, in particular for the domestic 
primary balance, and other benchmarks. 

One of the main weaknesses of this entire process is the shakiness of the national accounts 
projections, which underlie both the forecasts and the negotiations. These are likely to take 
into account only partially the large informal sector of the economy, as well as off-budget aid 
flows, resulting probably in substantial under-estimates of GDP and thus large errors in 
calculations of the GDP-based ratios used as performance criteria and benchmarks for 
measuring fiscal performance.   

The available evidence suggests that it is quite rare for the minister of planning and finance to 
get directly involved in setting the macro targets or negotiating these with the IMF, tasks 
which are normally left to the management and technical staff of DNPO.43   

Determinants of resource allocation. The only policy-driven criteria for allocating budget 
resources used by MPF during the budget process concern the weight of certain economic 
categories of expenditure, in particular salaries, and the proportion of expenditure devoted to 
the PARPA priority sectors.  

There has been a general understanding within government that the priority sectors should 
receive approximately two-thirds of total expenditure excluding interest payments (a target of 
65% was set in the 2004 budget) and that half of this should be for education and health. 
Apart from this, MPF appears not to apply any explicit criteria for distributing expenditure 
between and within sectors.  

Until recently, very little was done to try to align the territorial distribution of expenditure 
with the need to overcome the geographical disparities in the provision of public 
infrastructure and services. Although in some individual line ministries, such as health, 
criteria had been developed for the inter-provincial distribution of expenditure, these covered 
only some limited categories of expenditure financed outside the framework of the OE: for 
example, supplementary non-salary recurrent expenditure in the case of MISAU’s Provincial 
Common Fund (FCP).44 For OE resources, DNPO set initial limits and final allocations 
without applying any explicit criteria: in general, all provincial directorates were simply given 
equivalent percentage increases.  

However, for the preparation of the 2005 budget, DNPO took the innovative step of allowing 
four large-spending central-level ministries in PARPA-priority sectors (education, health, 
agriculture and public works) to apply their own criteria for the inter-provincial distribution of 

                                                 
42 ODI fellows have been instrumental in running the model and producing the projections, working 
together with other technical staff under the direct supervision of the national director, who also leads 
the negotiations with the IMF. 
43 However, this is not always the case. In 2002, when revenue rose strongly, exceeding the budget 
projections, the minister pushed through a budget revision based on much higher GDP growth rate (12 
per cent) than had originally been projected (8 per cent). As has been noted above (see Section 4.1), the 
IMF regarded this growth projection as being overly optimistic and communicated its concerns to the 
minister. The budget was reformulated again, based on a growth rate of 10 per cent, although this was 
never formally communicated to parliament. 
44 For a discussion of the inter-provincial allocation criteria applied by the FCP, see the health sector 
expenditure review [MPF and MISAU, 2004], pages 166-169.  



 54

resources for non-salary recurrent expenditure and investment. DNPO gave overall provincial 
“envelopes” to each of these four ministries at the start of the budget formulation process and 
gave them the responsibility to distribute these resources among the provinces and 
communicate the initial budget limits to the provincial directorates. 45  

This was a rare example of a departure from the normal practice of incremental budgeting. 
More generally, budget practices are geared to keeping the state apparatus functioning and 
ensuring that salaries are paid, while donors are relied upon to finance investments and much 
of the content of service delivery. In so far as resources increase, permitting some expansion 
in expenditure through the OE, then a basically incremental approach is adopted.  

Within DNPO, those involved in producing the budget believe they have very little discretion 
to alter the existing distribution of resources. Some expenditure, such as that on debt service 
and pension payments, is indeed non-discretionary. These components, along with other 
unalterable items, such as fees to regional and international organizations and the costs of 
conferences that the government has committed itself to hosting, are budgeted first.  

Salaries come next. It is assumed that there is little flexibility regarding this major category in 
the budget, which accounts for over 40 per cent of recurrent expenditure, because of the 
political sensitivity of the payroll. There is no clear salary policy, although this is supposed to 
be part of the public sector reform [CIRESP, 2001], and no clear strategy regarding the size 
and distribution of the government workforce. These are simply regarded as being exogenous 
to the budget formulation process. The bottom line is the political need to ensure that all 
existing government workers will continue to get paid – and to receive salary increases that at 
least make up for inflation. The initial limits sent to budget units at the end of May are 
therefore based on inflation-adjusted estimates of the salary requirements for each body’s 
workforce, derived from data from the payroll systems, which exist both at central level and 
in each of the provinces.46  

The budget allocations for salaries normally also provide a small margin of manoeuvre for the 
government in the annual tripartite wage negotiations, between the government, the private 
sector and the trade unions, which take place each year in April-May, in the Comissão 
Consultativa de Trabalho (CCT).47 Requests for the addition of new workers to the payroll 
(the largest requests are usually for more teachers and health staff to meet the commitments to 
increasing access to education and health services) are considered only in the final stage of 
the budget formulation process, during the negotiations between DNPO and the line 
ministries and provincial governments in August, when some or all of the initial budget 
formulation reserve (limite não distribuido) may become available for allocation.48 MPF is 
mindful of the need to adhere as much as possible to commitments made to the IMF not to 
exceed an agreed ratio of salaries to GDP, although this has created perverse side-effects, as 
Box 4.2 discusses in Section 4.6. 

                                                 
45 For provincial health expenditure, MISAU applied the inter-provincial allocation criteria developed 
earlier for the Provincial Common Fund. As criteria for non-salary recurrent expenditure, these reflect 
absorptive capacity (existing infrastructure, etc) as well as equity considerations (see Box 3.1). For 
investment, new criteria, based essentially on equity indicators, need to be developed. 
46 There are major uncertainties about the number of government workers, however. The payroll 
systems are not reliable data-bases, due to the double-counting of employees and the inclusion of ghost 
workers. For example, the sector expenditure review on education found that the number of teachers on 
the payroll was 20 per cent higher than the number of teachers recorded in the schools in 2000 and 14 
per cent higher in 2001 [MPF and MINED, 2003]. 
47 Budgeting for salaries is complicated by the fact that the national salary negotiations are poorly 
synchronized with the budget cycle. The CCT is normally held in April-May, about four to five months 
after the resources available for salaries have been fixed in the budget. 
48 However, part of the reserve is maintained in the budget proposal sent to parliament, as the dotação 
provisional, which is available for release to budget units in the course of the fiscal year, as 
circumstances require, at the discretion of the minister of planning and finance (see Section 4.5). 
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Regarding transfers, these include pensions, which are seen as non-discretionary expenditure 
items, and transfers to autonomous public institutions, transfers to the autarquias, which are a 
fixed percentage of total expenditure, and transfers to various autonomous state institutions, 
including public and semi-public companies. There are sometimes strong political pressures 
to direct public resources to loss-making public or semi-public enterprises, as in the case of 
the bail-out of the partly state-owned banks in 2000-2002. This type of expenditure arises 
from contingent liabilities: the government held capital shares in the banks and judged that it 
had to make up for their bad lending practices in order to avoid their collapse and losses for 
their deposit-holders [Scanteam, 2004].  

As for investment expenditure, there is a perception that its composition reflects in large part 
the choices made by donors, which provide most of the financing (over 70 per cent in 2003), 
while counterpart funds, reflecting commitments made in prior agreements with donors, make 
up a large part of the internal resources for investment. 

Goods and services are considered more or less as a residual. DNPO usually tries to increase 
allocations in line with inflation, but, if there are budgetary pressures, this is where real cuts 
may be made. For the 2005 budget, the initial limits sent to budget units in May for the start 
of budgeting were biased slightly in favour of provincial government bodies, which received a 
2 per cent increase in real terms, compared with 0 per cent for central government bodies.  

In short, there is an attitude that little can be done to alter the composition of the budget, 
except on the margins. This obscures the fact that the government could influence some of the 
supposedly exogenous factors, at least in the medium term. The public sector reform, for 
example, could alter the size and composition of the government sector, as well as the salary 
structure, and thus the salary component of the budget.  Likewise, by asserting its leadership 
in negotiations with donors, the government could help to ensure that external assistance is 
allocated in accordance with nationally set priorities.  

Technical constraints. While the factors mentioned above should not be underestimated, it 
must be acknowledged that the government does not have the technical tools it would need to 
allocate resources in a prioritized, policy-driven manner. As Chapter 2 has discussed, there is 
no linkage between the strategic plans (the PARPA and sector strategic plans) and the annual 
PES, due to the latter’s lack of a programmatic framework. The input-based nature of the 
budget lends itself to an incremental approach to budgeting, because it provides no clear way 
of linking resource allocation to planned activities, outputs and outcomes. In this context, the 
CFMP has been used essentially as a technical forecasting tool, rather than as a strategic 
framework for making medium term resource allocation decisions. Finally, the application of 
resource distribution criteria, where they exist, is hindered in practice by the lack of 
consolidated data on the totality of available resources, due to the off-budget problem.  

The SISTAFE reform, introduced by law n.º 9/2002, addresses some of these problems. By 
requiring all accounts held by government bodies to be registered and approved by the 
treasury, and requiring commercial banks to provide daily information on these accounts’ 
transactions and balances, it may become easier for MPF to obtain more comprehensive 
information on government finances. 

However, as a reform of “state financial administration”, SISTAFE focuses essentially on 
improvements in accounting and payments and is only tangentially concerned with the links 
between planning and budgeting, which are so important for the content of the budget. In 
practice, the Technical Unit for the Reform of State Financial Administration (UTRAFE), 
which was set up in MPF in 2002 to coordinate the implementation of the reform, has been 
largely preoccupied with the computerization of the budget system. 

The only change in the budgeting methodology envisaged by the SISTAFE reform is the 
introduction of programme budget classifiers, which, according to the Conceptual Model of 
SISTAFE, will “ensure the linking of the Plan and the Budget” [MPF/UTRAFE, 2003a]. 
Apart from a study on the pre-requisites for introducing programme-based budgeting 
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[MPF/DNPO, 2004a], little has yet been done to prepare for the implementation of this 
component of the SISTAFE reform. The Government committed itself, through the 
Performance Assessment Framework (PAF) agreed with the general budget support donors in 
April 2004, to introduce budgeting by programmes in five pilot sectors, including education 
and health, in the 2006 budget cycle. Given the delays in preparation, it would have been very 
demanding in such a short space of time to set in place the complex pre-requisites for 
effective programme-based budgeting, which requires not only a set of programme classifiers 
but above all the design of an appropriate programme framework (building on the PARPA, 
the sector strategic plans and the PAF) and far-reaching changes in management arrangements 
and culture, in both MPF and the line ministries.49 For these and other reasons, the 
introduction of programme-based budgeting was postponed sine die in the revised version of 
the PAF agreed in September 2004.  
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The budget, as approved by parliament, provides only a very rough guide as to how resources 
will actually be spent during the fiscal year. There are huge differences in budget execution 
rates, which show that, during the course of budget execution, some government bodies and 
some categories of expenditure fare much better than others. There are large differences in the 
execution rates between sectors, which in 2003 ranged from 68 per cent for energy and 
mineral resources to 94 per cent for security and public order. Usually, execution rates are 
close to 100 per cent for salaries (98 per cent in 2003, according to the CGE), because of the 
priority given to paying government workers, while some other categories of the budget, such 
as goods and services (73 per cent in 2003), tend to get squeezed [MPF, 2004c]. The 
invariably low execution rates for investment reported in the CGE (79 per cent in 2003) are 
difficult to interpret because they are distorted by the off-budget problem: many externally 
financed investment projects included in the approved budget are executed off-treasury and, 
despite the use of estimates, are not always captured in the CGE.    

Apart from the off-budget effects, there are two main ways in which deviations from the 
approved budget occur. The first is through the approval of budget adjustments, for which the 
minister of planning and finance has wide latitude, without needing to refer back to 
parliament except in the case of changes in the economic aggregates of the budget. The 
second is in the course of execution itself, as a result of liquidity problems and the poor 
functioning of the duodécimo system.    

Budget revisions. Adjustments in the budget can take place in two different ways. Large-scale 
revisions, involving changes in the fiscal aggregates or the major economic categories of 
expenditure, such as personnel, goods and services, transfers and capital expenditure, have to 
be submitted to the Assembly of the Republic for formal approval, according to the SISTAFE 
law and its regulations. However, under the annual budget law, the minister of planning and 
finance is responsible for distribution of the budget reserve (Article 8) and is also authorized 
to make various type of alterations in the budget allocations (Article 9), including: 

• the reallocation of monies from under-spending bodies to those requiring additional 
resources; 

                                                 
49 It appears that UTRAFE regards the introduction of programme classifiers basically as an accounting 
device. In this case, the classification of programmes is likely to be arbitrary, in the sense that it will be 
poorly articulated (if at all) with “real life” programmes managed by ministries, and it will not 
contribute to instilling a “management for results” culture in the civil service. It will probably also not 
be accompanied by a change in the relationship between MPF and the line ministries that would 
delegate more responsibility to the latter so that they have the necessary flexibility to manage 
programme resources to achieve their intended results.  
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• the reallocation of resources between central and provincial bodies– an authority 
which is frequently used to “deconcentrate” the execution of investment projects 
when it turns out to be more practical for projects to be managed at provincial level; 

• the reallocation of a government body’s recurrent expenditure allocation within the 
major economic categories of the budget (personnel, goods and services, etc.); 

• the reallocation of a government body’s investment expenditure allocation within the 
budget lines of a project or between projects. 

The provincial governor can authorize the last two types of budget alterations, when these 
concern provincial government bodies. 

Hundreds of such adjustments occur annually and requests for them begin to arrive at DNPO 
within days of the start of the budget year. They continue to arrive daily throughout the year 
and processing them takes up a large part of the time of the staff of DNPO’s Budget 
Department. There appear to be no clear criteria for assessing these requests and often, when 
they are communicated at ministerial or vice-ministerial level and submitted downwards to 
DNPO for action, it is difficult for DNPO staff to refuse them. The adjustments are supposed 
to be made by ministerial despachos. In practice, the minister issues large numbers of 
informal operational instructions, which are then consolidated at the end of the fiscal year in a 
single formal despacho published in the Boletim da República. In short, the adjustments are 
legalized retroactively en bloc.  

There are two reasons why the law gives the minister of planning and finance such leeway to 
adjust the approved budget allocations. The first is the excessive detail of the budget itself: the 
rigidity that this risks creating for managers in the line ministries and other government 
bodies necessitates a corrective mechanism, in other words a measure of flexibility without 
which the budget would become an unmanageable straightjacket.  Second, flexibility is also 
needed to cope with uncertainty regarding the disbursement of donor assistance, in a budget 
context where donors account for slightly more than half of total expenditure – although this 
element of risk is supposed to be addressed basically by the budget reserve. 

Budget execution problems. Until the SISTAFE reform, there has been no real mechanism 
for planning implementation of the budget so as to ensure that the approved budget 
allocations are transferred to budget units on a timetable that is consistent with projections of 
the rhythm of revenue inflows (including donor assistance) and the desired pattern of 
expenditures during the year. Instead, each month, every budget unit is supposed to receive 
one twelfth of its budget allocation (the duodécimo system). However, revenue tends to peak 
in the last two quarters of the year, due to the payment of taxes on company profits in October 
and delays in donor aid disbursements, whereas expenditure requirements are generally 
highest in the first half of the year, creating liquidity constraints in the first few months. 

In practice, salaries and debt servicing are given highest priority, so it is usually expenditure 
on goods and services, non-salary personnel costs and internally financed investment projects 
that is curtailed if cash is short. These resources are managed through an imprest system, 
under which funds are transferred monthly to budget units and replenished as resources are 
spent and reported. Combined with the lack of a consolidated treasury account, which further 
curtails liquidity in the system as a whole, and delays in the submission, processing and 
closing of budget units’ accounts from the previous year, the liquidity pressures at the start of 
the year cause delays in the first budgetary transfers. The Expenditure Tracking and Service 
Delivery Survey (ETSDS) conducted in the health sector in 2002 found, for example, that 
almost no district health directorates received their first budget transfers in January, while 
some did not receive their first transfers until as late as May or June (see Figure 4.2). These 
problems are then compounded by delays in reporting and processing accounts during the 
course of the fiscal year, resulting in low execution rates, particularly for goods and services. 
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Implications of the SISTAFE 
reform.  The SISTAFE law 
introduces far-reaching changes in 
budget execution aimed at 
overcoming the problems described 
above. The payments procedures are 
to be radically overhauled, through 
the establishment of a single 
treasury account (CUT) and the 
replacement of the duodécimo 
system with one in which budget 
units will receive “credits” set in 
quarterly and monthly budget 
implementation plans, based on cash 
flow projections. A computerized 
state financial administration system 
(e-SISTAFE) is being set up and, 
where budget units are connected to 
this, they will be able to draw down 
their credits on-line.  

The single treasury account should help improve liquidity by ending the dispersal of resources 
in thousands of separate accounts.50 The on-line payments procedures, once they are tested 
and effective, should be less cumbersome than the current procedures for reporting, 
processing and replenishing accounts, although many budget units, particularly in the 
districts, are likely not to have access to e-SISTAFE and will continue to rely on manual 
procedures and a fundo de maneio (petty cash fund) not dissimilar from the current imprest 
system.  

One of the biggest challenges, however, may be to prepare realistic quarterly and monthly 
budget implementation plans, that are not only consistent with the rhythm of revenue inflows 
but also reflect adequately the projected rhythm of payments of hundreds of different budget 
units (and thousands of projects). The preparation of these budget implementation plans will 
require close coordination within MPF, between the National Treasury Directorate (DNT) and 
DNPO, which will have to devote substantial personnel to this new area of work. 
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Aid accounts for roughly half of total public expenditure and much more than that in some of 
the large PARPA priority sectors – much of it for recurrent spending, for example on drugs, 
textbooks and road maintenance.51 At the October 2003 Consultative Group meeting, donors 
pledged $790 million in external assistance for 2004, 75 per cent in grants, more than enough 
to cover external financing needs. 

The high level of external aid, along with rising internal revenue, has enabled the government 
to increase expenditure substantially over the past decade, contributing to the economic and 
social recovery since the end of the war in 1992, Through the policy dialogue and 
conditionality associated with external assistance, donors have been instrumental in 
promoting a far-reaching reform agenda that is gradually helping to strengthen public sector 
institutions, improve the climate for private investment and promote growth. 

                                                 
50 A recent inventory indicates that there are currently about 12,000 separate government accounts. 
51 In 2000, external financing (including general budget support) provided 69 per cent of expenditure 
on health and 75 per cent on roads and water. 

Figure 4.2
Cumulative percentage of district health directorates 

receiving first budget transfers, by date, 2002

Source: ETSDS [MPF and MISAU, 2003]
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Nonetheless, very high levels of aid dependence have some negative side effects and carry 
certain risks. External aid can be quite volatile and some sources [see, for example, World 
Bank, 2004] project a gradual decline in aid receipts in real terms in coming years. These 
prognoses may be unduly pessimistic. However, the government is aware of the risks of acute 
aid dependence and is accordingly committed to tax reforms aimed at raising the ratio of 
internal revenue to GDP.   

Perhaps more dangerous is the effect that acute aid dependence has on national ownership of 
policymaking, which appears to be much weaker now than it was in the late 1970s, following 
independence, and during the 1980s, when the donor presence was smaller. There is a 
widespread perception that the reform agenda is donor driven, resulting in a kind of 
formalistic acquiescence in the measures proposed rather than the exercise of real national 
leadership. It is also almost certainly the case that the scope of reform measures proposed by 
donors is far beyond the absorptive capacity of Mozambique’s weak civil service.52 

Different aid modalities tend to amplify or diminish the importance of these negative side 
effects. In particular, project assistance, which has been the dominant modality in 
Mozambique, as elsewhere in Africa, has tended to fragment government planning, budgeting 
and management, while increasing transaction costs by imposing multiple conditionality 
frameworks, management arrangements and reporting requirements. 

Since projects are usually negotiated directly between donors and line ministries, or 
individual directorates or departments within them, and the associated funds are often off-
treasury (if not entirely off-budget), this form of aid financing tends to weaken the authority 
and influence of MPF vis-à-vis the line ministries and undermine executive accountability to 
parliament. Within the line ministries, it tends to weaken the planning directorates vis-à-vis 
the directorates and departments that benefit directly from donor funding, thereby 
fragmenting the line ministries themselves. 

Furthermore, donor financed projects have often been associated with the creation of special 
project units, which tend to be poorly integrated into (or competitive with) ministries’ existing 
directorates and departments and to poach personnel from them by paying salaries many 
multiples higher than the normal civil service salary scales. These practices tend to have 
pernicious effects on the exercise of responsibilities by mainstream government bodies, the 
deployment of government staff and the morale of lower paid civil servants left in normal 
jobs. 

The emergence of common funds has helped to mitigate some of these negative effects of 
traditional project financing. As mechanisms by which donors pool their resources and 
establish a common framework for reporting and reviewing performance, they tend to reduce 
transaction costs for the beneficiary government bodies. When the common funds are sector-
wide, in the sense that they provide a line ministry with untied resources for allocation in 
accordance with sector-wide priorities, such as FASE in the education sector and 
PROSAUDE in the health sector, they tend to promote horizontal integration within the line 
ministries and strengthen the hand of the planning directorates. In the most advanced cases, 
such as PROSAUDE, these funds are also supposed to be fully on-budget, with payments 
made through the normal treasury channels, which should encourage a closer relationship 
between the line ministries and MPF in planning, budget formulation and execution, although 
this had not always worked out as planned (see Box 4.1). 

However, the common funds vary in character. Some replicate certain deficiencies of project 
financing, acting simply as multi-donor project facilities or “basket funds”, with some or all 
of the traditional vices of separate project units, distortionary salary levels and off-treasury 
payments mechanisms – as in the case, for example, of the common funds established for 

                                                 
52 The fiduciary risk assessment [Scanteam, 2004] noted that, in the field of public finance management 
alone, donors and funding agencies had made no less than 280 recommendations in various studies and 
reports between 2000 and 2003. 
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UTRAFE and the Technical Unit for the Reform of the Public Sector (UTRESP). There are 
also examples of donors earmarking their common fund contributions to specific activities, 
which undermines their basic purpose. Ultimately, even sector-wide common funds are a 
form of earmarked funding, albeit for an entire sector rather than for a specific project or 
programme within a sector, and in this sense they too continue to undermine the role of MPF 
in leading the resource allocation process in an integrated, holistic manner. 

Because of this, and the lessons of broader international experience on aid effectiveness, 
many donors have begun to provide general budget support (GBS) to Mozambique. Despite 
the high fiduciary risk associated with GBS (because of weaknesses across the entire 
spectrum of the public finance management system, from planning to auditing), the donors 
spearheading GBS have concluded that the risks are outweighed by the potential benefits of 
strengthening government-wide ownership of the planning and resource allocation process, 
strengthening domestic accountability to parliament and reducing transaction costs (when 
GBS is provided by donors in a joint framework).  

GBS began in Mozambique, in the form of balance of payments support, as an initiative of 
four bilateral donors (Sweden, Norway, Denmark and Switzerland) in the second half of the 
1990s, although it had antecedents in the form of pooled structural adjustment support going 
back even further, to the mid-1980s. It expanded and became more formalized with the 
establishment of the Joint Donor Programme for Macro-Financial Support in 2000. Since 
then, GBS has expanded to encompass 15 donors (14 bilateral donors plus the World Bank), 
who are now known as the G-15 Programme Aid Partners (PAPs).53  The G-15 is one of the 
largest of the nine GBS groups currently operating in Africa [Harding and Gerster, 2004a]. 

In April 2004, the G-15 donors signed a memorandum of understanding (MoU) with the 
government setting out the principles and procedures for GBS for the following five years 
[GoM/G-15, 2004a]. This was intended to contribute to poverty reduction by: 

1) “building a partnership based on frank and open dialogue on the content and 
progress of Mozambique’s poverty reduction strategy as set out in the PARPA 
and made operational through the CFMP, the PES…and OE”; 

2) “providing financing to the public sector for poverty reduction, clearly and 
transparently linked to performance, in a way which improves aid effectiveness 
and country ownership of the development process, reduces transaction costs, 
allows allocative efficiency in public spending, increases predictability of aid 
flows, increases the effectiveness of the state and public administration, improves 
monitoring and evaluation and strengthens domestic accountability”. 

In short, the improved financing mechanism (point 2) goes hand in hand with joint 
government-donor dialogue (point 1). The dialogue is to focus on a performance assessment 
framework (PAF), which is described as “a multi-annual matrix of priority targets and 
indicators based on the PARPA, updated on an annual basis through the PES process and 
agreed through cross-governmental dialogue”. An initial PAF, developed through an intensive 
process of discussions involving MPF, the line ministries and the donors, which began in 
2003, was annexed to the MoU. However, while stating that the PAF will be updated annually 
through the PES process, the MoU does not explicitly establish the next link in the chain, 
from the PES/PAF to the OE, which is just as important but inherently more difficult because 
of the input-based character of the OE.  

 

                                                 
53 The G-15 donors are Belgium, Denmark, the European Commission, Finland, France, Germany, 
Ireland, Italy, the Netherlands, Norway, Portugal, Sweden, Switzerland, the UK and the World Bank. 
Since the April 2004 memorandum of understanding between the G-15 donors and the government, the 
African Development Bank, Spain and Canada have also indicated their desire to join the group. 
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Regarding the improved financing mechanism, this is based on a set of principles committing 
the G-15 donors to align programme aid with Mozambican instruments, processes and 
systems of financial management, increase the predictability of the flow of donor funds, 
improve harmonization by eliminating separate bilateral conditions and reporting 
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The government has become adept at manipulating the presentation of the budget by camouflaging 
some recurrent expenditure as “investment”, in order to meet commitments agreed with the IMF on 
fiscal performance criteria and benchmarks.  While undermining the utility of the targets agreed 
with the IMF, these practices hinder objective budget analysis.  

The main performance criterion used by the IMF, the domestic primary balance as a percentage of 
GDP, has produced distortions in the structure of the budget by encouraging the government to 
classify some recurrent items of expenditure as investment. According to one high-placed source in 
MPF, this practice began in the early 1990s, with a tacit nod from the IMF, when the common fund 
for drugs was set up – since inclusion of the expenditure financed by this fund would have risked 
exceeding the ceiling agreed for the domestic primary balance. Similar conjuring tricks converted 
other donor-funded recurrent expenditure, for example on textbooks,  into investment projects. 

Indeed, all external financing, apart from general budget support, is classified in the OE as projects 
in the investment component of the budget, whether or not it has anything to do with investment. 
As a logical extension of this practice, the government also uses fictitious investment projects as a 
cover for some recurrent spending financed by internal resources. An example is DNPO’s so-called 
“PARPA project”, which is used for supplementary expenditure on goods and services, as well as 
personnel recruited on fixed-term contracts. Nearly all government bodies have projects like this. 

The IMF is particularly anxious to keep the weight of salaries in check and has negotiated with the 
government to reduce this from 7.5 to 7.0 per cent of GDP. However, one of the side-effects has 
been to push some of the expenditure on personnel (specifically workers recruited outside the 
permanent civil service cadre) into projects in the investment component of the budget, although 
this practice has also been motivated by the need to bypass the complex, slow procedures for 
normal civil service recruitment.    

The pressure on MPF to meet the targets agreed with the IMF for the overall balance after grants 
has meanwhile resulted in MPF refusing to include in the budget any externally funded expenditure 
that is not backed up by signed commitments by donors. This seems to have had the perverse effect 
of pushing some of this expenditure off-budget even when the line ministries and donors provide 
information on projected resources and request their inclusion in the budget. In short, it is not 
always the line ministries and donors that are responsible for the off-budget phenomenon. 

For example, when the PROSAUDE common fund was set up in the health sector in 2003, 
MISAU, MPF and the contributing donors agreed that it should be on-budget and on-treasury.  
However, according to MISAU, only $5 million of the projected $25 million of PROSAUDE 
resources for 2004 were included by MPF in the 2004 state budget. By mid-2004, over $16 million 
had been disbursed, requiring MISAU to negotiate a special arrangement with MPF for execution 
through the treasury system, which is to be “legalized” by a formal budget adjustment authorized 
by an MPF despacho.  

This type of situation occurs because the signed donor commitments required by MPF are not 
always available at the time of budget formulation, which takes place in June-September, i.e. 
several months before the start of the fiscal year. While MPF is legitimately concerned to avoid 
over-estimating external assistance and thus running the risk of low budget execution rates, which 
could be politically embarrassing (vis-à-vis parliament and opposition parties), there is little 
evidence that a shortfall in expected external assistance would have any adverse macroeconomic 
consequences, assuming it is matched by a reduction in expenditure. The overall balance after 
grants would be unchanged. 

Concern about the factors undermining attempts to bring all externally financed expenditure on-
budget surfaced at the joint government-donor review in April 2004, resulting in a decision to carry 
out a joint study on the off-budget problem [GoM/G-15, 2004b].  
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requirements, lessen the administrative burden on the government by using joint procedures, 
and enhance the capacity of the government through technical assistance. 

The MoU establishes a schedule of two annual meetings, the first (in March-April) for review 
of the government’s past performance, based on the Balanço do PES and the budget 
execution reports, and the second (in August-September) for agreement on the PAF matrix for 
the following year before the PES and OE proposals are submitted to parliament. Donors are 
to make commitments for the following year (n + 1) within four weeks of the first review, i.e. 
based on the review of performance in year n - 1.  A disbursement schedule is to be agreed 
before the start of the fiscal year, taking into account the needs of the budget “as identified in 
central Treasury planning”.  

The MoU includes a “response mechanism”, which establishes a “link between GoM 
performance and PAP commitments and disbursements” for the coming year. This can best be 
described as a framework of incentives to achieve a good performance score in the annual 
review of PAF performance, rather than a formal set of conditions, although the World Bank, 
in an exception to the general response mechanism, has a set of specific “triggers” that 
condition each year’s funding.54   

The emergence of GBS has partially reconfigured the relationship between MPF and the line 
ministries to the benefit of the former, while also changing the relationship between donors 
and the government as a whole. For donors, the high fiduciary risk associated with GBS is 
being offset by the opportunity to engage in a greatly enhanced dialogue with the government 
on past performance and future priorities. The intensity of this dialogue has been especially 
evident since mid-2003, when the joint working groups, involving donors, MPF and line 
ministries, were set up to begin work on the development of the PAF. This work continued 
over several months and culminated in the joint government-donor review in March-April 
2004, when 20 technical groups reviewed performance in five thematic areas (poverty, public 
financial management, governance, private sector development and service delivery).55 Along 
with the “response mechanism”, by which GBS commitments are to be linked to performance 
against the PAF indicators, this unprecedented form of detailed, sustained dialogue is creating 
strong incentives for the government to work to achieve what is set out in the PAF.  

MPF also stands to gain from GBS, in so far as these funds are automatically on-treasury and 
are untied, adding to the resources available for allocation in the budget formulation process. 
Furthermore, the particular form that GBS is taking in Mozambique potentially reduces the 
transaction costs for MPF by establishing a single performance matrix, a common review 
mechanism and other joint arrangements. This relieves MPF of the need to negotiate with and 
report to each donor separately against different sets of performance indicators.  

GBS also implies an increase in the influence of MPF vis-à-vis the line ministries. This was 
demonstrated by the importance attached by some line ministries to their participation in the 
MPF-led working groups that developed the PAF in 2003-2004. However, for the sector 
ministries this is an undesirable shift, born of necessity, rather than an expression of 

                                                 
54 PAPs may choose between making a single response (on commitments for year n + 1) based on the 
joint view of performance in year n - 1, in the annual review meeting, or making a split response, with 
one part based on the joint view of performance and another part linked to performance on certain 
specific components of the PAF.  The EU, Sweden and Switzerland have opted for a split response 
mechanism. The World Bank will make commitments through a series of annual Poverty Reduction 
Support Credits (PRSCs). Appraisal and negotiation of the PRSC for each year will be based not only 
on the joint assessment of performance in year n – 1, but on triggers (prior actions selected from the 
PAF) incorporated in the previous credit.  
55 For a detailed account of the joint review meeting, see GoM/G-15, 2004a, and Harding and Gerster, 
2004a. The latter described the review as “the first attempt in Mozambique (and possibly in Africa) to 
undertake a joint assessment by both Government and donors of progress made and forward-looking 
policy options, rather than, as previously, a more traditional evaluation made by donors of observed 
government performance and proposals for future reforms”. 



 63

enthusiasm for GBS. They are potentially the main “losers” in the sense that GBS could lead 
to these ministries receiving less resources directly from donors and therefore having to cope 
with greater uncertainty – both in negotiating resources through the OE budget formulation 
process and in receiving timely releases of funds through the state payments system.  

Even in the case of MPF, it is not an unambiguous “winner”, despite the significant benefits 
mentioned above. First, the opportunity to control the allocation of a larger portion of 
resources implies the capacity to exercise it effectively – and this is quite limited, as other 
sections of this chapter have demonstrated. The human and organizational dimensions of 
these capacity constraints will be discussed further in Chapter 5.  

Second, the promised reduction in transaction costs cannot hide the fact that the GBS process 
itself imposes a substantial burden on government, in terms of the time that senior officials 
have to spend preparing for and participating in the twice yearly review sessions and other 
meetings that are part of the annual schedule of GBS activities (two “follow-up meetings” and 
four quarterly meetings of a joint Budget Working Group). The transaction costs have 
increased significantly for MPF, in particular DNPO and other core directorates, and arguably 
have not diminished for line ministries, in so far as these now have to deal with the GBS 
meetings as well as those for their SWAPs, common funds and individual projects.56  

Third, while the procedures for the announcement of donors’ annual commitments and 
preparation of an annual disbursement schedule should help MPF in planning budget 
execution, most donors’ reluctance to make firm commitments more than one year in advance 
means that there has been little improvement in the long-term predictability of donor funds. 
Even in the short term, complex procedures and bureaucratic failings (on the part of both the 
government and donors) could continue to delay disbursements in practice, as in the past.57    

Fourth, the whole GBS set-up, with its related arrangements for joint review of performance 
with donors and the response mechanism for GBS commitments, subjects MPF (and the 
government as a whole) to an unusually high degree of joint donor scrutiny. In effect, the 
government is confronted by a “united front” of donors, who are negotiating from strength, as 
a harmonized bloc, with technical resources that outweigh those the government can marshal. 
As the Strategic Partnership with Africa (SPA) has pointed out [SPA, 2004], there is a risk 
that, unless donors exercise self-discipline, the joint review process will become more and 
more intrusive each year, as donor pressure expands the range and depth of detail covered in 
the discussions, resulting in an ever larger PAF matrix. 

Fifth, the joint government-donor review process appears to overshadow government 
accountability to parliament and exclude civil society. In theory, the MoU reflects an 
awareness of the need to institutionalize parliamentary oversight, by incorporating the annual 
PAF into the statutory PES process. However, the fact that this did not happen during the 
development of the initial PAF matrices in 2003-2004 has already created the impression that 
the PAF is a new “donor driven” instrument, negotiated with government without reference to 
parliament. Ironically, little was done during the 2005 PES preparation period, in mid-2004, 

                                                 
56 The “heavy burden of an extended period of dialogue (over two weeks plus preparation meetings) on 
the time of key government officials” was noted as a common concern in the aide-mémoire of the joint 
review held in March-April 2004 [GoM/G-15, 2004b]. The burden is heavier still, however, because 
the annual joint review is just one of several joint donor-government meetings required by the MoU. 
There is a second annual “mid-term” review meeting, prior to the submission of the PES and OE to 
parliament, as well as two other follow-up meetings, plus four quarterly meetings of a joint Budget 
Working Group.  The World Bank’s PRSC document [World Bank, 2004] notes that “there is a short-
term risk that transaction costs will increase, with the result that some Government stakeholders may 
wish to abandon this approach before a long-term downward trend has time to establish itself.” 
57 Harding and Gerster (2004a, pages 23-24) provide evidence that seems to show that the problems 
and delays concerning GBS disbursements have been getting worse not better. 
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to ensure that the targets and actions in the PAF matrices were reviewed and updated as an 
integral part of the PES preparation process, in accordance with the provisions in the MoU.58    

Ultimately, the united donor front increases the risk that, in the event of a major disagreement 
between the two sides, the government could be faced with a coordinated donor response, 
resulting in all donors halting GBS together. At the height of the crisis over the semi-public 
banks in 2001, the smaller group of GBS donors at that time did halt disbursements for 
several months, until they were satisfied with the answers provided by the government about 
how it intended to act. However, the potential impact of a suspension of GBS on overall fiscal 
and macroeconomic stability, given the weight of GBS in government resources, means that 
donors would be likely to act in this way only in extreme situations, such as a serious 
violation of the underlying principles specified in the MoU.59 Even in 2001, when GBS was 
more limited, both the GBS donors and the government had an interest in finding a way to 
end the suspension of aid as rapidly as possible. In this sense, GBS traps both donors and the 

government in a partnership 
they have to make work, if 
necessary by making 
compromises.       

Finally, the role of GBS also 
needs to be seen in 
perspective, as external aid is 
still mainly in the form of 
common funds and project 
financing, negotiated by and 
benefiting directly the line 
ministries. According to 
MPF’s mapa fiscal, GBS 
accounted for 21 per cent of 
total internal and external 
resources in 2003, while other 
forms of external aid 
accounted for 31 per cent (see 
Figure 4.3). Put another way, 
GBS accounts for about two 
fifths of external financing.60  

                                                 
58 In their “learning assessment” of the 2004 joint review, Harding and Gerster (2004a) place heavy 
emphasis on improving domestic accountability. They suggest that parliament, in particular its 
Planning and Budget Commission, should be involved in preparatory meetings for the joint review and 
that the government should consider submitting the negotiated aide-mémoire to parliament. In addition, 
there could be closer links between the parliamentary commissions and the sector working groups 
established by ministries and donors. Harding and Gerster also suggest that organized civil society 
groups could be invited to make written constributions to the joint review process. 
59 These principles include the government’s “commitments to peace and to promoting free, credible 
and democratic political processes, independence of the judiciary, rule of law, human rights, good 
governance and probity in public life, including the fight against corruption”. Two other underlying 
principles are mentioned: the government’s commitment to fight poverty, “including through a pattern 
of public expenditure consistent with PARPA priorities”, and its commitment to pursuing “sound 
macro-economic policies”. Significantly, the MoU states that “the violation of an underlying principle 
is understood as being above and beyond concerns raised about under-performance against indicators 
and targets expressed in the PES/PAF.” However, it also makes it clear that concerns about violations 
of underlying principles will be addressed through consultation and dialogue. 
60 Total GBS was $297 million in 2002 and $277 million in 2003. These figures include GBS grants 
from bilateral donors ($175 million in 2003) and GBS loans ($92 million in 2003), as well as HIPC 
debt relief. GBS loans have been provided as balance of payments support by multilateral agencies, 

Source: Mapa f iscal, MPF, June 2004.
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In some of the large PARPA priority sectors, however, the weight of non-GBS assistance is 
much greater. For example, in 2000, direct donor assistance to the health sector accounted for 
51 per cent of government health expenditure, compared with 46 per cent financed by the OE 
(including GBS) and 3 per cent financed by households, through user charges, according to 
the health sector expenditure review [see MPF and MISAU, 2004]. There is little to suggest 
that the health sector’s dependence on direct donor funding has diminished since then. To the 
contrary, the establishment of PROSAUDE and the new donor financing for HIV/AIDS 
seems to be increasing MISAU’s direct access to external assistance. This is shown in 
financing projections included in the POA for 2004, which indicate that direct external 
financing that year would account for 61 per cent of public expenditure in the health sector.61  
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In this final section, we examine the extent to which civil society participates in and has any 
influence over the budget process, highlighting the institutional (dis)incentives and constraints 
that affect its involvement and influence. By "civil society", we mean all the organizations 
that provide an interface between the state and the individual, including the media, private 
sector organizations, trade unions, professional associations, religious organizations, 
community based organizations and specific interest groups, such as advocacy organizations 
and bodies representing people living with HIV/AIDS, the disabled, etc. After placing the 
development of civil society in Mozambique in historical context, we will briefly discuss the 
opportunities and incentives that currently exist for civil society to participate formally or 
informally in the budget process, as well as the structural and institutional factors that limit 
the nature and practical effects of such participation. 

Historical context. The development of civil society organizations in Mozambique has been 
strongly influenced by the major changes in the nature of the political system over the past 
half-century, as well as by more fundamental structural factors concerning the nature of the 
economy and society.   

The anti-democratic regime that ruled Portugal and its colonies until its overthrow in April 
1974 suppressed freedom of association and expression both at home and in the colonies. As 
a result, some civil society organizations in Mozambique, such as trade unions, mutual help 
associations, cultural and sports clubs, churches, and students and professional organizations, 
particularly in the urban areas, provided a framework and cover for anti-colonial political 
activism in addition to responding to the particular interests of the specific social groups they 
represented. In contrast, business associations had a markedly discriminatory and exclusionist 
attitude towards the African population. Traditional leaders associated with the local 
chiefdoms and kingdoms were either suppressed by the colonial authorities, if they resisted 
colonial interests, and replaced by loyalists outside the traditional lines of succession, or were 
co-opted into becoming local agents of the colonial regime.62  

All this changed with the coup in Portugal in April 1974 and Mozambique’s transition to 
independence in June 1975. During the intervening period, old organizations became more 
active and others including various political parties came into being for the first time. When 
FRELIMO and the Portuguese authorities reached agreement to transfer powers to FRELIMO 
without democratically contested elections, resulting in the establishment of a transitional 
government excluding all other nationalist forces, the opportunity was lost to establish a 
                                                                                                                                            
essentially the World Bank and the African Development Bank. Until the World Bank’s PRSC in 2004, 
multilateral GBS was outside the common framework of the PAF. 
61 This includes financing for MISAU, the Drugs and Medical Materials Centre (CMAM), the Maputo 
Central Hospital and the provincial health directorates. While $94 million was budgeted in the OE 
(defined as internal resources plus GBS), the sector expected to receive $148 million from donors 
through project financing and common funds [MISAU, 2003].  
62 For a comprehensive history of Mozambique, including the emergence and role of civil society 
organizations since colonial times, see Newitt [1995].  
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democratic framework that would permit civil society organizations to represent and 
communicate the diversity of social, cultural and economic interests in the country. The 
transitional government banned many of the organizations not linked to FRELIMO and 
imprisoned some of their leaders and members. Following the establishment of a one-party 
state (1975) and the liberation movement’s conversion into an avowedly Marxist-Leninist 
party based on the Soviet model (1977), there was a long period of political intolerance and 
state control of all facets of social life, alongside the establishment of a centrally planned 
economy. Some political prisoners were executed without trial [Ncomo, 2004]. 

Although there was some loosening up in the mid to late 1980s, there was no fundamental 
change in the political system until the new constitution in 1990. This was drafted and 
enacted in parallel with the peace negotiations between the government and RENAMO, 
which culminated in the peace agreement in 1992. For the first time in Mozambique’s history, 
the new constitution enshrined the democratic rights of freedom of association and freedom of 
speech. Since then, a wide range of political, social, cultural, religious, trade union, business, 
media and professional organizations has sprung up, serving as channels for various parts of 
the population to voice their interests and participate in public affairs.  

Despite this much more positive environment, a number of structural factors limit the extent 
to which civil society organizations can wield influence over the actions of government, 
including on issues concerning the budget. As Chapter 2 discussed, these constraints (the 
atomized rural nature of the bulk of the population, the small size of the formal economy, 
poverty and the low levels of education and literacy) are structural, rather than institutional, in 
the sense that they are rooted in the nature of Mozambique’s economy and society, at its 
current stage of development.  

Given the low standard of living, the lack of a philanthropic tradition (among the wealthier 
strata of society) and the small membership of civil society organizations, it is not surprising 
that most of these organizations, including trade unions, professional associations and 
national NGOs, are able to raise only very limited income from membership fees and local 
donations. Their activities depend primarily on funding from donors and foundations. 

In short, civil society is essentially an urban phenomenon, constituted by organizations with a 
very small membership among formal workers, professionals and businesses, plus the private 
media, which reaches only a small proportion of the urban population. Exceptions are the 
religious denominations and traditional authorities, which have a much broader social base, 
but these are not usually concerned with issues such as budget policy and performance.63 

Formal frameworks for dialogue. Partly as a result of the government’s felt need to find 
channels of communication with civil society, but also due to the pressure exerted by some 
civil society organizations, various frameworks have been established for a formal exchange 
of views between these bodies and the government. Although these do not focus on the state 
budget as such, three forums in particular provide an opportunity for dialogue on issues that 
indirectly have a bearing on the budget. 

The first is the Comissão Consultativa de Trabalho (CCT -- Labour Consultative 
Commission), a tripartite forum made up of representatives of the government, the private 
sector and the trade unions. It was established in the early years of economic liberalization, 
when the private sector was re-emerging (with government encouragement) and the trade 
unions were beginning to assert their new-won independence from party control. The old 
FRELIMO-affiliated trade unions were becoming more active in representing the interests of 
their members and new unaffiliated unions were emerging, showing a greater willingness to 
resort to strike action. In this context, the CCT was set up to provide a framework for the 
unions and the private sector to establish a dialogue with the government, which is itself the 
largest single employer. While it sometimes meets at other times of the year to discuss other 

                                                 
63 Although traditional authorities are now involved in the collection of the National Reconstruction 
Tax and keep a share of the revenue as an incentive.   
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issues, its most important session normally takes place around April-May each year for 
negotiations on wages and salaries. The CCT is indirectly important for the budget in so far as 
salaries constitute a large part of recurrent expenditure. Furthermore, in recent years, the 
discussions in the CCT have been expanded to include a tripartite assessment of economic 
performance, based largely on the information contained in the government’s Balanço do 
PES.  However, the timing of the annual CCT sessions, only four months after the start of the 
budget year, means that the unions are negotiating with the government within a budget 
framework that has already been approved, leaving little room for real bargaining – unless the 
budget goes back to parliament for revision. 

Second, various public-private sector forums provide opportunities for dialogue. The National 
Private Sector Conferences, which have been taking place annually since 1995, represent the 
longest established forum for government-business dialogue on a wide range of economic 
issues. They are jointly organized by the Confederação das Associações Económicas (CTA – 
Confederation of Economic Associations) and the Ministry of Trade and Industry. Since 
2002, the government and CTA have been using what are known as mecanismos permanentes 
de consulta (“permanent consultative mechanisms”), which take the form of focused thematic 
groups involving government representatives and members of the organizations affiliated to 
CTA, as a means of following up the recommendations made in the conferences. The issues 
covered by these working groups are established in matrices approved by the conferences.  

Other government-business forums take place on a more ad hoc basis. These have included 
conferences organized by the Africa Hoje magazine, Intelligent Partnership and the World 
Economic Forum. Unlike the CTA’s National Private Sector Conferences, which have a broad 
domestically driven agenda, these conferences tend to have a more specific focus, of interest 
to a particular constituency, or a wider international or regional agenda. The Africa Hoje 
conferences, for example, tend to attract representatives of the local subsidiaries of 
Portuguese businesses, in partnership with local businesspeople and organizations, and seek 
to promote public-private sector partnerships in the countries of the Community of 
Portuguese Speaking Countries (CPLP).64 Intelligent Partnership Conferences provide a 
platform for dialogue that tends to involve local and Asian (mostly Malaysian) business 
partners, with quite conspicuous involvement from highly placed political figures that seem to 
have engaged in business deals that blur the boundaries between private/family and 
state/public interests [Hanlon, 2002].65 

A third type of framework is the Poverty Observatory, established by the government in 2003 
as a forum for joint review and monitoring of progress in implementing the PARPA and 
reducing poverty. It involves a wide range of participants, including the government, bilateral 
and multilateral donor agencies, and civil society organizations. It has also spurred civil 
society organizations to coordinate among themselves on issues relating to poverty reduction. 
The 20 civil society organizations that participated in the first Poverty Observatory in 2003 
set up a network that came to be known as the G-20. According to its first “Annual Poverty 

                                                 
64 Jorge Braga de Macedo, a former Portuguese finance minister, former President of the Development 
Centre of the OECD and currently a member of the Instituto de Investigação Científica Tropical (IICT),  
has been an intellectual leader behind these conferences that run back-to-back with the same themes in 
Angola and Mozambique. He argues that there is a common global lusophone good that goes beyond 
the common national good of the eight CPLP countries [Macedo, 2004]. It has been this common 
search for a lushophone perspective of global partnership for development that has spurred the 
establishment of the Conselho Empresarial (Business Council) of the CPLP countries.  
65 Nympine Chissano, the son of the head of the state, is prominent amongst a number of politically 
connected private businessmen that have moved across these boundaries, when he became a paid 
consultant to Banco Austral, at the same time as he was a partner with Malaysian and other local 
interests in a small national consortium that took a majority stake during the first privatization of the 
Banco Popular de Desenvolvimento. This was a  state-owned development bank created soon after 
independence that was driven almost to bankruptcy after being burdened with bad loans, most of them 
benefiting the politically connected elite, as has been extensively documented by Hanlon [2002].    
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Report” [G-20, 2004], the network has since expanded to include more than 100 civil society 
organizations, involved in activities ranging from community development to debt reduction 
campaigning, health and HIV/AIDS, and socio-economic research. Although issues such as 
the share of the PARPA priority sectors in government expenditure may be discussed in the 
Poverty Observatory, the opportunity for substantive dialogue is limited by the fact that the 
Observatory meets only once a year, for one day.66 

None of these forums constitutes a formal consultative framework for involving civil society 
organizations specifically in discussion of budget policy or performance and only to a very 
limited extent have any of them been used for this. However, this cannot be construed as an 
absolute obstacle to the communication of civil society organizations’ views on budget issues. 
The various forums reviewed above provide opportunities for dialogue that could be used to 
do this, if the organizations themselves were interested.  

The fact that this has not happened seems to reflect more the current state of awareness and 
the technical capacity of these organizations, rather than resistance from the government 
authorities. This could also reflect a tactical view on the part of some organizations about how 
best to further their interests, given the nature of their relationship with the government. For 
example, CTA and the business associations affiliated to it seem to believe that, instead of 
focusing on the budget as such, they would be more successful if they concentrated on 
extracting reforms on very specific issues that affect the business environment, such as tax 
reforms, customs clearance problems for importers, labour legislation and the bureaucratic 
obstacles that hinder business registration. The fact that tax rates are not set in the budget is 
probably one of the main reasons why private sector organizations, like the public at large, 
take much less interest in the budget (and the relationship between tax contributions and 
public services) than in most other countries. These issues concerning interests and capacity 
will be discussed later, in Chapter 5. 

Role of the media. The media can play a role in the budget process by covering the budget 
when it is presented to parliament, undertaking analyses of budget issues and providing a 
platform for others to express their views. Prior to the enshrining of freedom of the press in 
the 1990 constitution, the media were under the direct political and ideological control of the 
governing party, through state ownership of (or “intervention” in) all media organizations and 
the appointment of editors perceived to be ideologically loyal to FRELIMO. Private media 
emerged after the 1990 constitution, initially as cooperative media houses, such as 
MediaCoop, which brought together former state journalists to produce a weekly newspaper 
and a daily fax publication. A private TV station, STV, has also come into being, while the 
state media, such as Televisão de Moçambique (TVM), Rádio Moçambique and Notícias, 
have become more pluralistic. 

To a certain degree, these various branches of the media, both state and privately owned, 
provide coverage of economic news, including some limited coverage of the budget. TVM, 
STV and Rádio Moçambique have specific economic programmes. Notícias has a weekly 
economic supplement and also covers the budget debate in parliament in its main section. 
Some of the fax and e-mail news services have specialized in economic issues, to exploit a 
perceived niche information market (see Section 5.3).  

A prominent example was Metical, a fax publication established by the investigative 
journalist Carlos Cardoso, who was so successful in exposing conflicts of interest and the 
activities of organized crime, particularly in the banking sector, that he was assassinated, in 
2000.67 Cardoso’s murder reminded journalists of the risks they still run in Mozambique and, 
since then, journalists have been more cautious about venturing into potentially dangerous 
economic/financial stories. 
                                                 
66 Government officials comment in private that they regard the Poverty Observatory as little more than 
an exercise in public relations. 
67 For a vivid account of Cardoso’s life and journalistic career, see Fauvet and Mosse, 2003. Metical 
did not survive Cardoso’s assassination. 
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It must also be borne in mind that the government still exerts considerable influence on the 
media, particularly on those organizations that are under its direct ownership and control. In 
the latter, the government appoints the members of the boards. While the boards, rather than 
the government itself, nominate the editors, they must take into account the political 
sensitivities of the ruling party when making appointments. In addition, in all these media 
houses, the managers, editors and journalists interviewed for this study gave examples of 
executive interference that limit their ability to cover certain issues. For instance, when a 
subject is covered in a manner that does not suit the interests of the ruling party or the  
executive, this is communicated to the management and pressure may also be exerted through 
delays in the authorization and release of funds. This leads to de facto self-censorship. As one 
editor put it: “This is one of the reasons, and not an unimportant one, why our coverage of the 
budget process is often limited to budget days, and even then we just limit ourselves to 
putting our cameras there and letting them say what they have to say.”  

However, coverage of the budget appears to be limited mainly by low public interest, which 
provides a stark contrast with the blanket press coverage that the budget receives in the press 
in most countries. Some of the reasons, such as the fact that tax rates are not set in the budget, 
have been mentioned elsewhere.  

Another important explanatory factor is that very few journalists have the skills needed to 
report well on economic stories such as the budget, a capacity constraint that will be discussed 
in Chapter 5. A related constraint is the difficulty that journalists encounter in obtaining 
access to information on the budget. Many of the key documents (state budget, PES, CFMP, 
Balanço do PES, quarterly budget execution reports, CGE, audit reports of the Tribunal 
Administrativo, etc.) are not publicly available on the Internet and are also difficult to obtain 
in printed form. Only the budget law appears in the Boletim da República. Most are not 
presented in a way that is easy to understand. Press briefings on the budget are rare and access 
to ministers and other senior officials is difficult, especially for younger journalists. 

There are other more structural constraints, which limit the size, quality and influence of the 
media in general. The low level of literacy, communications difficulties and weak purchasing 
power mean that circulation of the printed press is extremely small. The state owned daily 
Notícias is believed to sell only about 12,000 copies a day. The largest private newsweekly, 
Savana, sells no more than 15,000. Furthermore, the private print media have splintered into a 
mass of competing weekly newspapers, many with a circulation of less than 2,000, and even 
smaller fax and e-mail news services. Development of the private print media has been held 
back by this fragmentation, as well as by lack of access to capital for expansion, and the 
tendency for the government and public companies, which account for a large share of 
advertising, to place advertisements mainly in the state owned media.68  

                                                 
68 When government bodies do place advertisements in private media, delays in paying invoices create 
serious financial difficulties for private sector media running tight budgets in a small market. 
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As Figure 4.4 shows, television is limited to the urban areas and even there only a small 
minority of households owns TV sets (19.5 per cent in 2002/03). Overall, only 6.3 per cent of 

households own a television set. This 
leaves radio as the medium with by far the 
largest audience. Nationwide, the 
proportion of households owning a radio 
set increased from 28.9 per cent in 
1996/97 to 45.5 per cent in 2002/03, 
according to the household surveys 
conducted in those years [MPF/DNPO et 
al, 2004]. Radio broadcasting remains 
dominated by the public sector, although 
some small FM stations, including foreign 
radio stations with re-broadcast facilities, 
operate in the urban areas. 

There is no evidence that government 
budget policy is influenced directly by the 
media. Editors remark that government 
officials do not react to media stories in 
general, because attitudes are still 
moulded by the habits developed at the 
time of the one-party state and the private 
media are not perceived as having the 
capacity to influence electoral behaviour 
significantly.  

 

Figure 4.4
Percentage of households possessing

radio and TV sets, 2002/03

Source: IAF 2002/03 [MPF et al, 2004].
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In discussing the institutional setting of the budget process in the previous chapter, frequent 
references have already been made to specific actors. The focus there, however, was on how 
various features of the institutional setting provide incentives (or disincentives) and 
constraints that affect the behaviour of actors. However, the way in which they affect 
behaviour also depends on the interests and capacities of the actors themselves. Incentives, for 
example, interact with the interests of certain actors, stimulating them to behave in certain 
ways. On the other hand, weak capacity on the part of actors limits the extent to which they 
can respond to incentives or find ways of circumventing or removing constraints. In this 
chapter we will look more closely at the specific interests of the various actors involved 
directly or indirectly in the budget process and assess their capacity to play an effective role. 
The actors are grouped in four clusters: the legislature and political parties, the executive, 
non-state actors (i.e. civil society) and external actors (donors). 
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Interests  

In their formative period political parties tend to focus mainly on the achievement of their 
founding goals and membership is generally composed of those who share these goals. This 
period crystallizes the “genetic” characteristic of parties. Later the parties “solidify” and 
become established organizations. Once this happens, the true objective of an organization’s 
leaders often is not that of pursuing the manifest aims for which the organization was 
established, but rather that of ensuring the organization’s survival and with it the survival of 
their own power positions. However, despite this mutation the original “genetic” 
characteristic of parties often continues to influence their behaviour for many decades, even 
when it appears to be in contrast with the “rational” behaviour patterns expected for their 
survival. Thus political parties exist in a constant tension in which their early formative 
environment and experience act as an anchor preventing them from completely 
metamorphosing into organizations purely concerned about their own survival (Panebianco, 
1998, and Abrahamsson, 1971). This conceptual approach provides a framework for 
examining the interests of both major parties in Mozambique, FRELIMO and RENAMO, as 
they relate to the budget process.  

FRELIMO. The ruling party has traveled a long road since it was founded in exile in 1962 
and began a guerrilla war against the Portuguese colonial regime in 1964. At first a broad and 
open movement, set up to fight for national independence, it mutated into a narrow, tightly 
organized “vanguard party” after securing control during the transition to independence in 
1974-75, formally declaring its adherence to Marxism-Leninism at its third congress in 1977 
and attempting to set up a centrally planned economy modeled on the Soviet system [Hodges, 
1979]. Yet, within a decade, these ideological moorings had begun to crumble and by the late 
1980s FRELIMO was presiding over the restoration of a liberal capitalist economy.  

What common threads still link the FRELIMO of today to its historical antecedents?  
Cravinho [1995] argues that the three themes of unity, modernity and territory form part of 
the “genetic makeup” of FRELIMO and have been present throughout its ideological twists 
and turns. Unity is a constant theme, closely associated with discipline, though this now takes 
a much less monolithic and authoritarian form than during the period of the one-party state 
(1975-90). Arguably the concept has become rhetorical in recent years, as actual practice has 
become more and more laisser-faire. 

The theme of modernity represents a preference for the rational and the technical. FRELIMO 
stands against what it calls “obscurantism”, a term used throughout its history to describe 
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African traditional beliefs. This led to antagonism between the post-independence state and 
pre-modern elements of Mozambican society, such as the traditional leaders, although this has 
been replaced in recent years by pragmatic attempts at cooptation.  

The concept of territory represents an extension of unity, reflecting FRELIMO’s uniform 
concept of what Mozambique is. During the independence struggle, this helped to establish a 
common narrative for a territory with great diversity in cultures and historical experience. 
Since then, the idea that there could be antagonistic ethnic, regional or local interests has not 
been part of FRELIMO’s message. During the Marxist-Leninist period, FRELIMO did appear 
to be sectional, in class terms: it claimed to represent specifically the interests of workers and 
peasants. However, it found it remarkably easy to jettison this ideological stance, suggesting 
that its class basis was more theoretical than real. In the 1990s, the political elite of 
FRELIMO became part of the emergent new business class, benefiting from its links with the 
state to accumulate capital through privatizations, access to bank credit, government contracts 
and in some cases outright corruption. In this context, the ideological rejection of “sectional” 
politics became a convenient cover for warding off opposition to the interests of those most 
closely associated with the state.  

The notion of national unity or undifferentiated territory has sometimes been evoked to justify 
the reluctance to extend the limited experiment in elected local government, while its 
underlying motive has been to avoid the risk of losing power to RENAMO in much of the 
centre and north of the country, particularly in the rural areas. As far as the budget process is 
concerned, it explains the reluctance to develop clear expenditure allocation priorities, 
particularly in territorial terms, or to discuss issues of geographical equity. This is important 
in so far as it holds back government leaders (ministers and deputy ministers) and top civil 
servants, almost all of whom are at least nominal party members, from addressing these kinds 
of issues explicitly in planning documents and the state budget. They also do not feature in 
FRELIMO’s election manifestoes. 

There is not really a FRELIMO budget policy distinct from that of the state. The content of 
the budget comes from the executive, rather than the party. When the budget and PES 
proposals reach the Assembly of the Republic, government officials belonging to the party 
brief the FRELIMO deputies in the Planning and Budget Commission before it begins its 
work. It is generally acknowledged that FRELIMO’s deputies, like those of the opposition 
parties, have very little technical capacity to analyse the budget and PES documents (a 
problem discussed below) and are thus heavily reliant on the executive for explanation of 
what the budget numbers mean, even though the parliamentary group (bancada) plays a role 
in orienting the party’s involvement in the plenary debate. Individual FRELIMO deputies do 
raise specific questions or request information from the executive, provided this does not pose 
an overt threat to their party’s collective interest.  

RENAMO. RENAMO’s genesis was to a large extent externally sponsored – initially by the 
white minority regime in Rhodesia and later, after Zimbabwe’s independence in 1980, by the 
apartheid regime in South Africa. With very little domestic support at first, it was founded in 
the late 1970s as a military group with the objective of destabilizing the FRELIMO 
government [Vines, 1996]. However, recruits were forthcoming as discontent with the post-
independence government grew in response to the economic collapse and steep decline in 
living standards, the implementation of authoritarian policies, including forced villagization, 
and the bypassing of traditional leaders and the churches. As RENAMO grew, it attracted a 
wide range of disgruntled supporters, particularly in the centre and north. These conditions 
produced several characteristics that continue to shape RENAMO’s outlook and behaviour 
today. 

RENAMO is first and foremost a party of negativity. It is “against” FRELIMO and the 
exclusive way that it believes FRELIMO wields power. It wants access to power, but is far 
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less clear about the policies it would apply if it entered government.69 By abandoning 
socialism in the late 1980s, FRELIMO essentially took over RENAMO’s economic platform 
of liberalization. Since then, RENAMO has not really put forward distinct policies.  

The only really distinguishing feature of RENAMO’s ideology is its espousal of the virtues of 
African tradition. RENAMO favours traditional authorities and would like to see them return 
to playing a central role in the life of local communities. This has been a common theme 
throughout its history and the only significantly distinctive message in its election 
manifestoes. RENAMO also explicitly acknowledges the ethnic diversity of Mozambique and 
tries to appeal to ethnic loyalties. To this extent RENAMO is opposed to both the modernism 
and the unity of the FRELIMO message. 

In contradiction to its pluralistic rhetoric, internally RENAMO is a highly centralized and 
personalized party. The party continues to be dominated by its leader, Afonso Dhlakama. 
Other party figures whose profile has become too prominent have been sidelined or expelled. 
Significantly, neither RENAMO nor the broader coalition it currently leads, RENAMO-UE, 
has appointed senior officials to specialized portfolios, in the manner of “shadow ministers”. 
Thus there is no RENAMO shadow finance minister to lead the party’s intervention in the 
budget debate in parliament.  

These characteristics, along with the fact that Dhlakama himself, as a past presidential 
candidate, does not hold a seat in parliament, have made it difficult for the party to adapt well 
to the parliamentary system. In addition, RENAMO’s rejection of the 1999 election results 
led to a boycott of parliament for almost a year. Since then, the party has failed to present 
alternative policies in parliament, opting instead to engage in formal battles over rules and 
procedures and to disrupt parliamentary sessions: during the 2003 budget debate, orchestrated 
banging and jeering by the RENAMO deputies completely disrupted the presentation by the 
minister of planning and finance.  

RENAMO has made very little real input into the substantive discussion of the budget in 
parliament. Although there is some prior preparation, through meetings of the RENAMO 
bancada and consultations with Dhlakama, the party has not presented alternative views on 
the major macro-fiscal, sectoral and territorial expenditure issues. Surprisingly, considering 
their party’s regional base and its emphasis on ethnicity, RENAMO deputies have not tried to 
develop a regional or ethnic based lobby in parliament, even on issues of geographical 
inequity affecting some of the provinces where they have their largest support. In the 
Planning and Budget Commission, its deputies have generally raised issues about individual 
projects in the investment budget, highlighting such problems as deviations between the 
approved and executed budgets, delays in execution and lack of transparency, while also 
trying to make political capital out of delays in salary payments. 

Common characteristics. While parliamentary consideration of the budget, like any other 
legislation, is subject to the inter-party dynamics described above, it must be stressed that the 
way the budget is debated also reflects certain characteristics that are common to almost all 
deputies, irrespective of the parties to which they belong.   

Because of their proximity to the population (and the fact that many live in their 
constituencies), deputies are aware of the concerns of their constituents. They are also 
influenced by the views expressed in the media.  

However, due to their very limited technical capacity, very few deputies give real attention to 
the content of the budget proposal. One deputy interviewed for this study remarked that they 
were “allergic to numbers” and for this reason took a greater interest in the PES. In so far as 
they focus at all on the draft budget, they are concerned with micro issues rather than the 
broader fiscal questions or major expenditure allocation issues. They are motivated mainly by 
                                                 
69 RENAMO’s thirst for power for its own sake was demonstrated in its attempts to reach a power-
sharing agreement with the FRELIMO government during the peace negotiations in Rome, failing 
which it unsuccessfully bid for “territorial partition” [see Tibana, 1993]. 



 74

an interest in seeing that individual projects (the construction of a road or a health post for 
example) are included in the investment component of the budget. In the Planning and Budget 
Commission, deputies take a particular interest, during their discussion of the Balanço do 
PES, in comparing what was planned and what they have seen on the ground during their 
annual missions to the provinces during the mid-year recess. 

The other big issue that attracts deputies’ interest is the payment of salaries and other 
entitlements, such as pensions and veterans’ benefits. These issues are politically sensitive, 
because of the large number of government employees and other beneficiaries involved and 
because late salary payments are endemic to the OE system.  Sometimes their own material 
concerns prompt debate about wider issues: for example, deputies’ right to free medical 
treatment has prompted questions in parliament about the services available in state health 
facilities.   

Finally, an important common interest of deputies from both parties is to avoid jeopardizing 
their presence in parliament. In addition to a quite generous salary, deputies receive a pension 
and a continuation of their salary for a period after leaving office. This exerts a powerful 
pressure on those deputies who would otherwise not command a high price in the labour 
market. For others, it provides a platform from which they can dedicate their time to pursuing 
business interests. Salaries are also important for the political parties themselves, because they 
receive quotas from the deputies’ salaries (10 per cent in the case of RENAMO-UE) in 
addition to the subsidies paid to the parties themselves. Deputies’ salaries and conditions 
represent the only issue on which there has been consistent cross-party unanimity. 

Capacity  

Political parties. None of the parties has more than a token capacity for policy development, 
particularly in complex technical areas such as public finance. However, FRELIMO can call 
on ministers and party members in the higher echelons of the civil service to contribute to 
policy discussions and the preparation of FRELIMO documents, such as the election 
manifesto, giving the ruling party a huge advantage compared to the other parties. Opposition 
parties complain that all senior civil servants are “quadros da FRELIMO”.70 RENAMO is 
disadvantaged both by its lack of direct government experience at the political level and by its 
inability to draw significantly on the expertise of senior civil servants.  

The parties have been able to gain access to outside sources of funding, notably from 
foundations, for preparation of their manifestoes.71 FRELIMO is unique, however, in being 
able to attract financial contributions from private business, both because members of the 
FRELIMO elite are prominent in the business community and because it makes good business 
sense to fund a party linked to the executive (and seen as likely to remain in that position). 
The opposition parties rely overwhelmingly on financing from the state, through the OE, 
which gives them essential “oxygen” but also provides a financial incentive for the creation of 
new parties, splitting and weakening the opposition.72       

                                                 
70 One opposition deputy interviewed by the research team claimed that all directors and 90 per cent of 
heads of departments in government ministries are FRELIMO members. He added that it is more or 
less impossible for individuals to accede to posts at this level in the civil service without being party 
members. 
71 RENAMO-UE, for example, has obtained Brazilian and British technical assistance, funded by the 
Westminister Foundation, for the preparation of its manifesto for the 2004 presidential and 
parliamentary elections. 
72 There are currently 32 registered political parties, some of them created for no other purpose than to 
obtain state financing, which is available to all registered parties for their election campaigns, 
proportionate to the number of candidates they present. Only 2,500 signatures are required to register a 
party and only 10,000 to stand as a presidential candidate. Parties with representation in parliament also 
receive monthly subsidies proportionate to their number of deputies.  
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Parliament. The technical capacity of parliament itself to examine legislation, including the 
budget law, and to question government officials on substantive issues is extremely limited. 
The deputies generally have neither the academic nor professional background (or the time) to 
analyse complex budget issues. One deputy interviewed in the course of this study estimated 
that only about 10-20 per cent of deputies have university degrees – and many have only 
primary education. There are only two qualified economists among the 250 deputies, one in 
each of the bancadas, and they are currently the chairman and vice-chairman of the Planning 
and Budget Commission.73 Generally, deputies, including many of those serving on the 
Planning and Budget Commission, do not have even the most basic knowledge of budget 
issues, making it almost impossible for them to engage in meaningful discussion of the PES 
and OE proposals, the Balanço do PES or the Tribunal Administrativo’s audit reports on the 
CGE. Deputies appear to be completely unaware of the CFMP, the sector strategic plans and 
other key documents, including even the quarterly budget execution reports. 

In more developed legislatures, the specialized parliamentary commissions or even individual 
deputies are assisted by full-time technical research staff. However, this is not the case in 
Mozambique. Although parliament has a general secretariat, its staff of about 200 mainly 
performs administrative and general support functions. The general secretariat has two 
directorates, for administrative and legislative services, the latter including a parliamentary 
library (the Documentation and Information Centre) and departments for legislation and 
support to the parliamentary commissions. However, these departments do not have the 
technical personnel that would be needed to provide substantive research services to the 
commissions and deputies. Only 19 per cent of parliament’s employees hold university 
degrees [UNDP, 2003].  

In terms of financial resources, parliament receives a transfer of funds from the OE, in order 
to finance its own budget, which is adopted in the second annual parliamentary session. The 
OE allocation is spent mainly on salaries and subsidies to the parliamentary parties, although 
it also includes resources to finance visits by deputies to the provinces and districts. These 
funds, which ensure at least some contact between parliamentarians and the electorate, are 
used also for the field trips made by parliamentary commissions, including the Planning and 
Budget Commission, which normally take place in July-August, during the mid-year recess.74    

Parliament has received some technical assistance from donors, but this has been quite limited 
in scope and has not been sustained. For example, in the second half of the 1990s, State 
University of New York (SUNY), under a project financed by USAID, funded consultants to 
undertake studies on issues relating to the legislation under consideration in parliament, but 
this mainly benefited the parliamentary parties’ bancadas, rather than the commissions, and 
the support halted around 2001. Since then, there has been no funding for parliamentary 
research, although there has been some modest support for other activities, mainly from 
European Parliamentarians for Africa (AWEPA) and the United Nations Development 
Programme (UNDP).75 

 

                                                 
73 The chairman of the Planning and Budget Commission is the FRELIMO deputy Virgínia Videira. 
She is particularly well informed and influential due to her dual role in both the legislature and the 
executive: she is a former national director of planning (in the now defunct National Planning 
Commission) and is currently advisor to the minister of planning and finance and the technical 
coordinator of UTRAFE.  The vice-chairman of the Commission is Abel Mabunda, a deputy of the 
small Partido de Coligação Nacional, which is part of RENAMO-UE.  
74 The resources available are insufficient for the Planning and Budget Commission to visit all 
provinces every year. In 2004, the Commission planned missions to five provinces: Cabo Delgado, 
Gaza, Inhambane, Niassa and Zambézia. 
75 The awareness and knowledge of members of the Planning and Budget Commission have also been 
broadened as a result of participation in meetings of the Southern African Development Community’s 
Organization of Public Accounts Committees . 
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Interests 

The main interest of the politicians involved in overseeing the budget process is to ensure the 
continued functioning of the state apparatus and the payment of salaries to the countries’ civil 
servants. Any interruption or delay in salary payments poses the most direct political risk, 
since it undermines support for the ruling party in an influential part of the population, which 
has historically been part of its main support base. The politicians also need to avoid the risk 
of public service disruption (and resulting welfare losses) transmitting to the population an 
impression of administrative incompetence that could have serious political consequences for 
the image of the government. 

In so far as a growing internal resource base supplemented by donor support makes it possible 
to expand services, this also serves the politicians’ interest. They need to be seen to be 
responding to the population’s main concerns and needs. At times, other important priorities 
may come to the fore, such as in 2000-2002, when the risk of bank failures forced the 
government to divert a significant share of expenditure to recapitalization of the two partially 
state-owned banks: their collapse would have risked provoking the ire of deposit-holders and 
undermining confidence in the banking system.  

There appears to be little motivation at the highest political levels to think strategically about 
resource allocation or to introduce radical structural changes in the composition of 
expenditure. This was shown by the decision in 2001 to peg expenditure on the PARPA-
priority sectors around two thirds of total expenditure (excluding interest payments), which 
approximated its existing level, rather than seek to increase the share of these sectors, as had 
been proposed by MPF officials in early versions of the draft plan. Since then, this broad 
target has remained unchanged. Meanwhile, there has been little if any display of interest in 
questions concerning the intra-sectoral or territorial distribution of expenditure. 

In fact, there has been an attitude of denial regarding the question of territorial disparities in 
public expenditure and service provision. These disparities have simply been ignored, even in 
medium term planning documents like the PARPA and the sector strategic plans, apparently 
out of concern that the opposition, which is strongest in some central and northern provinces 
that are among the most disadvantaged (for example, Nampula and Zambézia), would make 
capital out of them if they were openly discussed.   

Thus, when the budget is presented to the Economic Council and the Council of Ministers, 
instead of focusing on major macro-fiscal questions or issues concerning the territorial or 
sectoral allocation of resources, discussion is mainly parochial.76 Ministers check the budget 
proposal to see how the figures for their own ministries compare with the previous year and 
raise questions if there are significant deviations to their disadvantage. In so far as they make 
any suggestions for changes, these are for additional resources for their own ministries.77  

                                                 
76 Even within the senior management of MPF, there appears to be little interest in major macro-fiscal 
or resource allocation issues. When the budget goes to the senior management bodies in MPF, the 
Technical Council and the Consultative Council, there is little substantive discussion. According to one 
well-placed source, only the minister and the vice-minister, who were themselves past budget directors, 
make major points, mainly about revenue, external resources and, on the expenditure side, salaries, an 
observation which lends support to the view that salaries are politically the most sensitive expenditure 
issue. 
77 In the discussion of the budget proposal for 2004 in the Economic Council, an important issue was 
the number of new teachers to be recruited by the Ministry of Education (MINED). The minister of 
education wanted resources for 10,000 instead of 3,000 additional teachers. The issue could not be 
resolved by the Economic Council and so was passed on to the Council of Ministers, where the 
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In some countries, such as South Africa and Uganda, discussion of the Medium Term 
Expenditure Framework provides a stimulus for ministers to engage in deeper discussion 
about strategic priorities for resource allocation. In Mozambique, however, the CFMP is not 
submitted to the Council of Ministers for discussion and endorsement and there appears to be 
little awareness at this level of the potential that such an instrument would offer ministers.78 
This makes it impossible for the CFMP to perform its role as an instrument for strategic 
resource allocation, since, by its very nature, that would require political choices about the 
competing uses for resources, which could only be made at the highest levels of the 
government. 

It is noteworthy that there has been little demand from the highest political levels of 
government to introduce reforms that would strengthen the content of budgeting (and its links 
with planning and policy priorities), as opposed to the accounting and payments framework of 
the budget, which is the focus of the SISTAFE reform. Partly this demonstrates an 
understandable concern to address the major problems in budget execution, which are seen as 
being the most urgent, but it also shows a tendency to underestimate or gloss over the 
deficiencies in budget formulation.79 The bias in emphasis may also reflect individual factors: 
Luisa Diogo, who has been minister of planning and finance since 2000 (and prime minister 
since February 2004), has been less interested in the links between planning and budgeting 
than her predecessor, Tomaz Salomão, who promoted the development of the CFMP, among 
other initiatives linked to the budget reform of 1997, while he was minister of planning and 
finance in 1994-2000.80 

Possibly the lack of debate about strategic resource allocation issues and the apparent lack of 
interest in reforms aimed at bringing about an explicit linkage between policy objectives, 
plans and expenditure allocation reflect a desire to avoid having to make hard choices about 
trade-offs. An incremental approach to budgeting is simpler, because it is less contentious. 
The generally laisser faire style that has characterized government leadership in recent years, 
particularly since the 1999 elections, would lend weight to this view.  

In addition, sector ministries’ direct access to resources from donors reduces the incentive to 
engage in hard debates on resource allocation at the level of the Council of Ministers and the 
Economic Council. Instead of upsetting this equilibrium, ministers rationally prefer to direct 
their efforts towards maximizing direct access to the funds available from donors on behalf of 
their ministries. In addition to allowing them to deliver their perceived sectoral priorities, this 
resource mobilization strategy allows them to avoid engaging in the hard work of debating 
development strategy and taking the risk of potentially damaging infighting over prioritization 
within the Council of Ministers.81 

This may be one of the reasons why the government’s interest in general budget support 
(GBS) is not as strong as might be expected, despite the opportunities it should give the 
government to take broader control of the budget process and direct resources in a more 

                                                                                                                                            
minister failed to rally support from other ministers, who were interested in preserving their own 
allocations. However, MINED ignored the decision and proceeded to recruit more teachers than the 
salary estimates allowed for, creating a payroll problem that obliged MPF to find a solution.   
78 Although the CFMP was submitted to the Economic Council in 1998, 1999 and 2000, this practice 
halted in 2001.  
79 In its report to the Coordinating Council of MPF, in April 2003, UTRAFE went so far as to claim 
that the budgeting component of the system is “almost perfect” [MPF/UTRAFE, 2003b]. 
80 Luisa Diogo began her career as an official in the old Ministry of Finance in 1980, rising to become 
national budget director in 1989-92. After a brief stint at the World Bank in 1993-94, she was 
appointed vice-minister of planning and finance after the fusion of the Ministry of Finance and the 
National Planning Commission in 1994. She held this post until becoming minister of planning and 
finance in January 2000. 
81 In some cases, for example the need to halt the growth in the lifetime benefits paid to former senior 
office-holders (ministers, vice-ministers, governors), which is rising exponentially with the ever-larger 
number of beneficiaries, the Council of Ministers has simply been unwilling to “bite the bullet”. 
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coherent, prioritized manner to meet its own collective objectives. Ironically, the pressure for 
GBS is almost entirely on the donor side. Of course, interests are not homogeneous on this 
issue within government, just as they are not homogeneous among donors (see below). MPF 
is in theory a “winner” from GBS, but, as Section 4.6 pointed out, in practice its interest in 
GBS is tempered by awareness that it does not have the capacity to take full advantage of the 
opportunities of this aid modality and assert its leadership in planning and resource allocation 
vis-à-vis both the sector ministries and donors. At the same time it has a strong interest in 
avoiding the risks inherent in a process that involves a united front of donors, a particularly 
intrusive form of accountability through the joint review process and related conditionality. 

The sector ministries fear GBS because they risk losing their direct control of donor resources 
and do not want to have to negotiate with MPF or depend on the currently unreliable state 
payments system. Directorates and departments within line ministries have similar qualms 
about general common funds, which lessen their control of resources to the benefit of 
planning directorates, and at times they have actively sought to discourage donors from 
shifting resources to such funds.    

This reflects the fact that in the line ministries with access to substantial donor funding there 
is a strong interest at both political and technical levels in securing and protecting access to 
these funds, creating, in the words of one informant, a generalized “begging bowl” attitude.  
These sources of direct donor funding are seen as being indispensable for ensuring service 
delivery or other substantive functions of the ministries or directorates concerned, while also 
stimulating individual interests, such as opportunities for professional advancement,  
employment in project units, travel  and access to per diems. 

Many civil servants do have a genuine professional interest in their work, despite low salaries. 
Opportunities for outright corruption among those responsible for planning and budgeting are 
quite limited, except where the officials concerned are also involved in activities such as 
procurement, although some concerns were expressed to the research team about suspected 
cases of technical staff in MPF accepting kickbacks from officials in line ministries or 
provincial governments in return for including or increasing certain budget allocations in the 
OE and also for processing the approval of financial accounts and release of funds under the 
duodécimo system.82 

It is noteworthy that DNPO has been able over the years to continue attracting young 
graduates because it holds out the opportunity to work at the centre of government planning 
and budgeting (for all its weaknesses) and gain valuable professional experience. Some see it 
as a base from which to engage in more remunerative consultancy work. Many are later lost 
to better paid jobs elsewhere, but some are retained due to the incentives created by non-
salary benefits at the higher levels of the civil service (housing, vehicles, travel, access to 
donor projects, membership of company boards, etc.). However, such factors tend to induce 
managers and technical staff to avoid “making waves” by acting in a way that would risk 
courting a negative reaction from their political bosses.83   

                                                 
82 Commenting on the difficulties of securing the release of allocated OE funds, one official claimed he 
had to pay kickbacks to a treasury official in order to ensure that financial reports and requests for 
releases of funds were processed. The sums involved were quite large: in this case a request for 
purchase of a car in return for “facilitation” services throughout the fiscal year. It is not clear what 
funds are used for such kickbacks and why they are not detected. It is possible that off-budget own 
revenues, which are not subject to rigorous accounting, reporting and auditing requirements, are used.  
However, another mechanism may be to forge receipts, which are the principal documents used for 
controlling budget execution. 
83 Thus, even when officials want to uphold professional standards and avoid compromising established 
rules and procedures in the face of political pressures, there is little that they can or will do. An 
example is the tendency within the Budget Department in DNPO to accede without question to the 
numerous requests for budget adjustments during the course of budget execution (see Section 4.5). 
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Capacity  

The low supply of university graduates and 
strong competition in the labour market (from 
the expanding private sector, NGOs and 
international organizations) have made it 
difficult for the public sector in Mozambique 
to recruit and retain highly qualified 
personnel. This adverse labour market 
situation affects both MPF and the line 
ministries, with serious implications for their 
capacity for planning, budget formulation and 
budget execution.  

Overall, only 8 per cent of the staff of the 
MPF hold university degrees and, out of 2,738 
employees in the ministry, only eight have a 
master’s degree and one a doctorate, according 
to the functional review of the ministry 
conducted in 2003-2004 [CESO, 2004a]. 
These figures are for the whole of MPF, 
including directorates like the customs service, 
which have large numbers of employees, most 
with very low qualifications. A more detailed breakdown for the national directorates most 
involved in budget formulation and execution (see Figure 5.1) indicates that the proportion of 
employees with university degrees (bacharelato and above) varies from a high of 35 per cent 
in DNPO to a low of 7 per cent in the National Directorate of Public Accounts (DNCP). 

Low salary levels and senior management’s informal tolerance of income-diversification 
activities among their staff have resulted in large numbers of civil servants, particularly those 
with the best qualifications, engaging in consultancy and other remunerative activities 
alongside their official jobs, with obvious costs for productivity and conflicts of interest.84 
These problems are compounded by an antiquated system of human resources administration, 
which primarily rewards formal qualifications and years of service, rather than on-the-job 
performance, resulting in weak incentives to civil service staff. Furthermore, staff rarely have 
written job descriptions against which their performance could be judged. Indeed, the 
directorates and departments within ministries often do not have their own establishment of 
approved posts, nor any clear criteria for recruiting or assigning staff.85 Recruitment to the 
civil service cadre is itself complicated by the slowness of the procedures, which go so far as 
to require the confirmation of appointments by the Tribunal Administrativo – although, as is 
so often the case in the Mozambican public sector, such rigidities are often by-passed by 
recourse to projects to recruit additional staff on fixed-term contracts outside the framework 
of the official civil service cadre.86  

                                                 
84 It is not unusual to find a national director or other senior staff member in a government directorate 
or department teaching part-time in the national university (or one of the new private universities that 
have started operations in Mozambique since the 1990s), while also engaging part-time in one or more 
consultancy studies. Some also have private businesses and/or sit on the boards of companies.   
85 In MPF, for example, the quadro de pessoal, which was updated in 2001 (by diploma ministerial n.º 
161/2001) has 2,769 posts, broken down by the “central structure” and the provincial directorates of 
planning and finance, but with no disaggregation to the level of individual national directorates. 
86 These may be donor funded projects or internally financed projects included in the investment 
component of the OE with the express purpose of providing government bodies with the leeway needed 
to recruit additional personnel, i.e. to circumvent the budgetary ceilings on personnel in the recurrent 
budget or to avoid following the slow, complex procedures for recruitment to the civil service.    

Source: Functional analysis of MPF [CESO, 2004a].
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Within MPF, DNPO’s capacity for budget formulation is seriously circumscribed by a lack of 
personnel with relevant specializations, especially in sector analysis, which prevents DNPO 
from playing an effective “challenge” function vis-à-vis the sector ministries, and by the 
organizational separation of planning and budget functions in different departments, which 
reinforces the technical divorce between planning and budget formulation. 

While DNPO has proportionately more university-qualified staff than other MPF directorates, 
this is not so in absolute terms, as its overall staff is relatively small.  A study on DNPO’s 
organization and human resources [Souto and Hodges, 2003] shows that DNPO has 32 
university graduates (excluding expatriates), who make up 68 per cent of the national 
personnel at technical level (see Figure 5.2). Most are generalists in their professional areas, 
however. There are no staff with sector specializations such as health economics, education 
economics or transport economics, making it difficult for DNPO to play a “challenge” role 
when analyzing and negotiating with the major sector ministries on their budget and plan 
proposals. Capacity for macroeconomic analysis and forecasting is also weak [Dhliwayo, 
2003]. 

These capacity weaknesses are reinforced by deficiencies in organizational structure, which 
resulted from the mechanical way in which DNPO was created after the fusion of the old 
Ministry of Finance and the National Planning Commission in 1994. The planning and budget 
functions were kept separate in two different departments, the Department of Economic and 
Social Analysis (DAES) and the Budget Department (DO). This not only hindered 
harmonization of the PES and the OE, by keeping them organizationally apart as well as 
technically de-linked, but made it difficult to develop a cadre of specialists for analysis and 
negotiation with the line ministries during the preparation of both these annual instruments. In 
short, DNPO is structured along product lines, rather than functions, resulting in poor 
articulation between the products (PES, OE, etc) and major weaknesses in key substantive 
areas of specialization. 

Similar problems exist in the line 
ministries. While the development of 
the SWAPs and common funds has 
given greater prominence and 
bargaining power to the planning 
directorates (sometimes known as 
economy directorates, as in MADER), 
vis-à-vis the directorates that manage 
vertical programmes or service delivery, 
their capacity to exercise the necessary 
leadership (and convince other 
directorates of the technical quality and 
practical value of planning) is still quite 
weak, despite investments in training in 
some of these bodies. MISAU’s 
Directorate of Planning and 
Cooperation, for example, does not yet 
have a qualified health economist, 
although one is currently being trained 
in the UK. The human capacity 
weaknesses tend to be even more 

serious in the directorates responsible for budget execution, generally known as directorates 
for administration and finance or, in the case of MISAU, the Directorate of Administration 
and Management (DAG). These directorates are generally acknowledged to lack the qualified 
financial analysts they need, although much progress has been made in recent years in 
establishing computerized financial information management systems, such as Arco-Iris in 
MADER. 

Source: Souto and Hodges, 2003.
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The separation between planning and budget functions seen in DNPO is generally replicated 
in the line ministries, resulting in the PES and budget proposals being prepared by different 
directorates with little if any attempt to ensure their consistency. While the planning or 
economy directorates prepare the proposals for the PES proposal and the investment 
component of the OE (as well as internal planning instruments like the PAO in MISAU and 
the PAAO in MADER), preparation of the recurrent budget proposals, as well as management 
of budget execution, is the responsibility of the administration and finance directorates. This 
tends to reinforce the separation of budgeting from plan objectives, perpetuating the 
essentially incremental nature of budgeting. 

Due to the deficiencies in specialized technical skills, both for day-to-day functions and for 
systems development, many ministries have resorted heavily to technical assistance offered 
by donors.  In DNPO alone, there are currently seven separate TA projects, with a total of 
eight expatriate staff as well as local staff recruited under term contracts [MPF/DNPO, 
2004c]. Some projects have contributed significantly to short-term “gap filling”, such as 
undertaking poverty analyses and “value for money” reviews of public expenditure, or 
running the macro model used to calculate the resource envelope for the CFMP and the 
budget, while others have contributed more to long-term systems development. Key 
directorates in line ministries, such as DPC and the National Health Directorate (DNS) in 
MISAU, also depend heavily on expatriate advisors and specialists, some of whom have 
remained in the ministry for many years. 

Overall, however, TA has not been guided by a real strategy for sustainable capacity 
development and, as a result, some projects do not address the main priorities, are poorly 
integrated with the mainstream activities of the host organizations and in the worst cases are 
sidelined in separate project units. Often they concentrate on providing short-term technical 
inputs and do little to invest in the training of national staff, leaving little to show when the 
TA is withdrawn: a striking example was the collapse in capacity for macroeconomic 
forecasting and policy analysis in MPF after the end of the TA provided to the Office for 
Studies (GEST) in 2002 [Dhliwayo, 2003]. One of the main constraining factors for better 
design and use of TA has been the low absorptive capacity within government bodies, which 
traps them in a vicious cycle. 

It might not be exaggerated to describe the dependence on TA as a form of addiction, which 
obviates the need to find more sustainable long-term solutions, through internal capacity 
development and supporting systemic reforms, particularly in human resource administration 
and salary policy. These issues are supposed to be addressed through the public sector reform, 
which is currently in its initial stages, following the adoption of a reform strategy in 2001 
[CIRESP, 2001]. Progress has been slow, although a study on salary policy is under way and 
a series of functional reviews in each of the ministries, including MPF, began in 2003. 
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Chapter 4 showed that only to a very limited extent have civil society organizations become 
involved in the budget process, even indirectly. While there is some reporting and analysis of 
budget issues in the media, this is quite limited, in both extent and quality of coverage, 
reaches only a minuscule audience and has limited influence or impact within government. As 
for most other civil society organizations, they have shown little interest in budget issues, 
despite the existence of some formalized frameworks for dialogue with the government on 
issues that are at least related to questions of budget policy. There are probably a number of 
common factors that account for this low level of interest: low capacity and/or awareness; the 
fact that tax rates are not set in the budget, thereby depriving the budget of a dimension that 
attracts a high level of attention in most countries; and perhaps also a sense that much public 
expenditure is financed not by the government but by donors, making the budget even less 
important than it would normally be. 
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In this section, we will examine more closely the interests that motivate these various non-
state actors, as well as the capacity constraints that limit what they can do. We will discuss in 
turn the interests and capacities of five types of bodies: business associations, professional 
associations, trade unions, NGOs and the media.  

Business associations 

Since the mid-1980s, numerous business associations have been established in Mozambique. 
Some represent sector interests (industry, trade, hotels and tourism, banking, etc.), while 
others cut across business sectors to have local/territorial coverage (in specific provinces, 
regions, etc.). The most significant are members of the Confederation of Economic 
Associations (CTA), which has become the private sector’s principal interlocutor with the 
government, while at sector and territorial levels the various associations continue to pursue 
more specific agendas.  

While the interests of the business associations in the budget process would appear obvious, 
they are not reflected in their dialogue with the government. Business associations have not 
articulated any clear, systematic and coherent positions with respect to the content, format and 
outcomes of the budget process. In their dialogue with the government they have chosen to 
focus on specific issues that have a direct bearing on the business environment, while not 
drawing out the implications of these issues for the content of the budget or the process of 
budget formulation and execution, even in areas where such links are obvious.87  

For example, while fiscal reform has topped the agenda of CTA and featured prominently in 
the consultations it has held with the government, this has mainly focused on customs reform 
and VAT administration, rather than issues concerning the budget itself, despite the links 
between tax administration and overall public finance management. Instead, the CTA uses its 
position in bodies such as the Conselho Superior Técnico Aduaneiro (Higher Technical 
Customs Council) to seek piecemeal reforms, such as changes in specific types of taxes, 
procedures and tax rates.  

A second example is business financing. Access to bank credit is an issue of interest to 
businesses, given the high cost of borrowing, and it is clearly related with budget policy, but 
issues such as the size of the deficit, its causes and modes of financing have never been raised 
in this perspective.88  

Other examples are the concerns of the business community about the poor state of economic 
and social infrastructure and the prevalence of endemic diseases, including HIV/AIDS, both 
of which are major constraints on the business environment and economic development.89 
However, when articulating the objectives to be achieved and activities to be undertaken by 

                                                 
87 This is clear from the content of the debates of the seven Private Sector Conferences organized by 
CTA in the past few years [CTA, 1999-2003], as well as from the information conveyed by the 
informants interviewed in the course of this research.  
88 Thus, when outlining some of the “problems, concerns and assumptions underlying the activity plan 
for 2001”, the 6th Private Sector Conference held in March 2001 noted that “access to credit or 
investment financing remains very limited; the cost of credit is very high”, but also stated that “the 
causes of this situation have not yet been systematically studied” [CTA, 2001]. The document went on 
to list some of the perceived causes, none of which mentioned the crowding out of business credit by 
government resort to the markets to fund its deficit, which at that time was closely related to the need to 
bail out the failing semi-public commercial banks. 
89 This has been a recurrent theme in almost all CTA conferences. The 6th Private Sector Conference 
noted that “the economic and social infrastructure (roads, telecommunications, ports and harbours, etc.) 
remain precarious particularly in the rural areas, resulting in high transactions costs… Other 
infrastructure such as power supply and communications place constraints to the development of 
businesses because of their cost and poor quality”. Moreover, “diseases such as malaria, cholera, and 
presently the alarming propagation of HIV/AIDS slow down the country’s economic development and 
represent a risk to the survival of our society” [CTA, 2001]. 
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the associations and their confederation, none of these issues was articulated in relationship 
with the budget. No mention is made of PARPA and its prioritization of expenditure for the 
public organizations with the responsibility to deliver services in these areas.  

A key question arises as to why, despite the clear links between the issues of concern to 
business and public finance management, business associations have not attempted to 
promote their interests through dialogue on the budget itself and indeed seem to have 
consciously decided to shy away from doing this.90 Several possible explanations can be 
advanced. One is that these organizations lack technical capacity, a factor discussed below.  

However, other factors are also at play. The fact that tax rates are not set in the budget law, 
but in separate decrees, is probably a key reason why the private sector (like the public in 
general) takes less of an interest in the budget than in most other countries. 

In addition, business associations have chosen to avoid upsetting their relationship with the 
government by raising issues perceived to be politically sensitive. For example, they veered 
away from pursuing issues concerning the relationship between the budget and the availability 
and cost of credit when this issue was closely related to the issuance of bonds to bail out the 
semi-public banks in 2000-2002, which had been brought to the verge of collapse by the 
failure to recover non-performing loans made to politically connected members of the elite.91 
The high-risk nature of this issue was dramatically demonstrated by the assassinations of the 
journalist Carlos Cardoso in November 2000 and the central bank economist António Siba-
Siba Macuácua in August 2001, as both murders were widely thought to have been aimed at 
halting the efforts they had been making to investigate the loans and, in Siba-Siba’s case, to 
push for judicial action to recover them.  

Another factor could be that the senior leadership and management of some influential 
business associations have been co-opted to toe the official line and avoid debates that might 
have negative political consequences for the ruling political elite. This interpretation is given 
some credence by the fact that the top leaders of several of these organizations have ended up 
almost as “life presidents”, despite membership dissatisfaction in some cases, and by accounts 
of pressure from the political establishment to thwart changes in their leadership. 

Apart from the political factors mentioned above, it must be recognised that business 
associations have limited resources, in terms of funding and technical staff, to invest in 
understanding the budget, developing policies and articulating these to the government or 
parliament. CTA and most of its member associations, like the Industrial Association of 
Mozambique (AIMO), rely mainly on finance from donors (e.g. USAID and Sweden) for 
their staff and analytical activities, which are usually outsourced to consultants. Only recently 
has CTA established a research unit to bring some of this technical capacity in-house.  

Professional associations 

Various professional associations might be expected to be involved in advocacy on budget 
issues that are of direct relevance to their professions. Such associations include the Ordem 
dos Advogados (Order of Lawyers), the Ordem dos Médicos (Order of Medical Doctors) and 
the Associação Moçambicana de Economistas (AMECON – Association of Mozambican 
Economists). Some trade unions, such as the Sindicato National dos Professores (National 
Teachers Union), should in principle have similar professional concerns, in addition to their 
interests regarding salaries and working conditions. 

                                                 
90 That this has been a conscious approach was made clear in interviews conducted in the course of this 
research with senior leaders and technical staff of prominent business associations. 
91 MPF blocked a proposal made by a CTA working group in 2001 to address the links between private 
sector access to credit, the financial activities of the government and the debt overhang of companies in 
which the government held interests. 
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Despite the fact that professional groups such as lawyers, teachers and medical doctors have a 
direct interest in the content, process and outcomes of the budget, for professional as well as 
material reasons, there are few if any indications that they attempt to develop and 
communicate corporate views on these issues. While the research undertaken for this study 
could not fully document the extent to which these professional organizations have shown an 
interest in the budgetary dimensions of their professional areas of concern, it came across no 
specific expressions of such interest. On the contrary, when this question was discussed, 
notably with AMECON, it was found that there had been no activity concerning the state 
budget, despite the fact that, of any profession, economists might be expected to have the 
most to say about budget policy and performance. AMECON has never engaged in research 
on the budget and appears never to have attempted to influence the budget process. 

Capacity constraints appear to be a key reason why professional associations do not develop 
and implement an agenda of work on budget issues concerning their professions – even when, 
as in the case of AMECON, their own membership is technically well equipped to contribute 
to such an agenda.92 Poor organization, political infighting, low revenue from membership 
fees and dependence on donor grants are factors that in varying degrees limit the effectiveness 
of professional associations.  

AMCON is a case in point. It might seem a paradox that an association constituted by 
economists has never been actively involved in activities concerning the state budget. At the 
time of its establishment, in 1997, AMECON sought to distance itself from party politics and 
to keep its independence by setting its own objectives and agenda. In its statutes, it articulated 
both specific professional and wider societal interests and included among its activities not 
only economic research but the promotion of public debate through seminars, lectures, 
conferences, symposia and publications [AMECON, 1997]. If it had followed through on 
those intentions, it would have been well placed, given the technical competence of many of 
its members, to make a significant independent contribution to public debate on budget issues. 

The association has been beset by political infighting, which has undermined the effectiveness 
of the organization and contributed to a loss of interest on the part of many of its members 
(and a reduction in its membership from about 240 at the time of its founding to around 200-
210 today). Its more independent-minded members were alienated by the explicit pro-
government alignment of AMECON’s second management team, elected in October 2001. 
This team appealed to the association’s members to support the ruling party and “help it 
govern better”, distanced itself from initiatives viewed with unease in government circles, 
such as the reactions to the murder of Siba-Siba, and has been conspicuous by its absence 
from the G-20 group of NGOs set up to monitor poverty issues (see below). Following the 
election of a new, more independent management team in April 2004, AMECON has been 
attempting to rebuild confidence among its members and chart a new course [see Castal-
Branco and Tibana, 2004]. 

One possible explanation of these internal battles lies in the nature of the profession. Due to 
their limited numbers in the post-independence period, economists were usually drawn into 
public sector service as soon as they ended their training and were immediately placed in 
positions of responsibility. In the context of the one party-system, this required most of them 
to become members of the ruling party. The profession was thereby co-opted into the political 
system. In addition, the universities from which most of the economists emerged (Eduardo 
Mondlane University in Mozambique and universities in the Soviet bloc) had no tradition of 
intellectual creativity and excellence. While a new crop of professional economists has 
emerged as a result of the wider opportunities for education since the political changes in the 
early 1990s, the older members of the profession are still marked by attitudes and interests 
inherited from the earlier period: the protection of acquired positions and a tendency to toy 
the official line and avoid criticism of the government, which is regarded as “breaking the 

                                                 
92 AMECON has about 200 members, working in various different environments, including 
government, the private sector and universities.  
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plates” (partir os pratos). This in turn creates an inherent tension with some of the younger, 
more critically minded economists entering the profession. 

Trade unions 

Under the pre-1990 constitution, the tutelage of the unions by FRELIMO and the restrictions 
imposed on freedom of association and the right to strike constrained the capacity of the 
unions to assert the interests of their members. With the constitutional recognition of these 
freedoms, a number of new unions emerged, asserting their independence from the ruling 
party. At the same time, under pressure from their members, the formerly FRELIMO aligned 
unions started distancing themselves from party politics. Meanwhile, the trade union 
federation, Organização dos Trabalhadores Moçambicanos (OTM), was transformed, 
admitting to membership the new, unaligned unions, alongside the former FRELIMO aligned 
unions, and became known as OTM-Central Sindical. However, the unions represent only a 
very small fraction of the labour force, concentrated in the formal sector of the economy, and 
their membership has been declining in recent years. 

Trade unions have an obvious interest in the budget in so far as this directly and indirectly 
affects the economy and hence the livelihoods of their members. Moreover, although they 
have not been vocal in promoting their views on budget issues, they have clear ideas about 
their interests regarding the budget process, which were well articulated during the research 
team’s interviews with trade union officials and may also be found in trade union documents 
[see, for example, OTM-CS, 2001].  

Unions justify their interest in the content, process and outcomes of the budget by the fact 
that: 1) their members are tax payers and thus have the right to know what use is made of the 
public resources to which they contribute; 2) their members have an interest in the volume 
and quality of the services provided by the state, in areas such as education, health and 
infrastructure; 3) they have an interest in ensuring that public resources help to create 
employment. 

In practice, however, as Chapter 4 discussed, the unions have only marginally been involved 
in discussing budget issues, partly because their main framework for structured dialogue with 
the government, the annual Comissão Consultativa de Trabalho (CCT – Consultative Labour 
Commission), is essentially an annual tripartite wage bargaining mechanism, including also 
the private sector. The fact that the government has maintained the annual CCT consultations 
in April-May, after the state budget has already been approved (in December), means that the 
government comes to the table with positions on salaries already fixed by the budget law, 
creating little space for real bargaining or a review of the budget itself. Union leaders also 
complain that the CCT consultations are often based on government reports that are made 
available too late to be properly studied and reacted to, and that budget documents are not 
presented in a manner that makes the critical public policy choices clear. 

Trade union leaders made a series of other specific points on budget policy and process issues 
during the interviews: 

• They are dissatisfied with the definition of the priority sectors in the PARPA, because 
they are not linked to a clear policy for generating employment, which should be a 
key part of the poverty reduction strategy;  

• They question whether channelling more donor resources through the budget will 
bring potential benefits in a context where, in their view, the government has not 
engaged in genuine consultation with other stakeholders in the budget process; 

• They believe that the joint government-donor review process, which takes place 
without other participants, suggests that donors see the executive as the only relevant 
domestic stakeholder in the budget process; 
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• They are concerned that parliament has not been effective in providing checks on the 
executive, both at the stage of scrutinizing and approving the proposed budget law 
and at that of controlling its execution and ensuring accountability in the use of public 
resources; 

• They would like parliament to make it a requirement for the government to engage in 
consultations with other stakeholders before the budget is sent to parliament for 
debate and approval (and for the government to be obliged to provide evidence that it 
has engaged in such consultations). 

It is also noteworthy that trade unions have become prominent members of the G-20 network, 
which represents civil society organizations in the Poverty Observatory.   

The recognition of trade union rights, the emergence of new unions and the restructuring of 
the trade union federation into a new broader body, OMT-CS, greatly strengthened the 
capacity of the unions to articulate the interests of their membership, by removing the 
constraints that came with party tutelage. However, this was offset by the erosion of their 
membership, as both the number of formal sector workers and the degree of unionization 
declined. According to OTM-CS data, the number of formal sector workers in the country fell 
by 9 per cent between 1998 and 2001, while the rate of unionisation fell from 44 to 36 per 
cent, resulting in a 26 per cent decline in the number of union members [OTM-CS, 2001b].  

This has eroded the financial capacity of the Unions. OTM-Sindical reports that only 1 per 
cent of its total annual expenditure in 1998-2001 was covered by receipts from member 
contributions, while 88 per cent was covered by donations from organizations such as donor 
agencies, international NGOs, foreign trade unions and international trade union federations. 
Income generating activities promoted by the various unions accounted for the remaining 11 
per cent. Income from this latter source is limited by a weak asset basis, as union property 
(buildings, clubs, etc.) nationalized by the state soon after independence are yet to be returned 
to the unions.  

This limited financial capacity has made it difficult for the unions to attract and maintain 
technical staff to provide analytical inputs and negotiating skills in complex policy areas such 
as the budget. Nonetheless, technical assistance from sister organizations and international 
federations, along with grants from some donor agencies, has allowed some unions to develop 
at least a basic capacity in these areas. 

G-20 group of NGOs 

While most “service delivery” NGOs usually do not regard advocacy on public policy 
questions, such as the budget, as part of their normal business, a few NGOs have a specific 
advocacy mandate (for example on external debt) or engage in advocacy in specific areas 
related to their core activities, such as HIV/AIDS. Here we will focus on the G-20 network, 
which was set up after the first Poverty Observatory in April 2004 and has since expanded to 
include about 100 organizations representing the most varied elements of civil society.93 The 
G-20 was set up to coordinate and strengthen the influence of civil society organizations in 
the Poverty Observatory, which is an annual joint review of progress in poverty reduction, 
involving the government, donors and civil society. This has included the preparation of an 
Annual Poverty Report, which conveys the shared views of the various organizations that 
belong to the group. 

As a network, the G-20 represents the interests of the different constituencies represented by 
its member organizations. These include women, unionized labour, people living with 

                                                 
93 The 20 funding organizations included four religious denominations, two trade unions, four private 
sector associations, other NGO networks such as Fórum da Mulher (Women’s Forum), Fórum Terra 
(Land Forum) and Rede do HIV/SIDA (HIV/AIDS Network), and various other civil society 
organizations. 
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HIV/AIDS, religious congregations, businesses and rural communities, among others. While 
the G-20 has decided not to focus on the technical aspects of the budget, it serves as a channel 
to bring together and articulate views that are shared by its member organizations. To date, 
the G-20 has placed most emphasis on promoting decentralization and local participation. In 
this context, it argued in the April 2004 Poverty Observatory in favour of greater local 
involvement in shaping the budget, particularly through the establishment of local 
consultative councils that would monitor implementation of the PARPA and participate in the 
“definition of the options and priorities of the state budget at the local level, follow up and 
monitoring of its execution” [G-20, 2004].  

By representing a range of important socio-economic interests, some with politically 
influential constituencies (such as the unions), and combining their leadership, analytical and 
lobbying abilities, the G-20 would appear to be the strongest potential mechanism for civil 
society inputs into the budget process in Mozambique, if it should choose to focus on the 
budgetary dimensions of the fight against poverty. Lack of resources (human, financial and 
material) within individual organizations will still limit their ability to develop programmes to 
advance the interests of their constituencies on the budget. But as this experience of collective 
action shows, there is potential here for the development of an important lobby that could 
ultimately influence government policy. 

The media 

As Chapter 4 noted, the media have become more pluralistic since the end of the one-party 
system. There is now much more diversity, although significant influence is still exercised by 
the state, due to its continuing ownership of a large part of the media. Even more important, 
however, are the structural constraints on development of the media (low levels of literacy, 
low purchasing power, lack of electricity in rural areas for access to television, etc.), which 
have made radio the only medium to reach a majority of the population.   

Although the media in Mozambique are at a very low stage of development generally, several 
media organizations have shown an interest in economic news, and this for basically two 
reasons. First, although there is not wide public demand for coverage of economic news, there 
is a niche market for this which is stimulating commercial interest on the part of some media 
organizations and individual journalists. This market is constituted by a clientele of senior 
civil servants, bankers, managers in private companies, officials in embassies and donor 
organizations, academics and university students, among others, and has grown rapidly since 
the early 1990s, motivating not only the coverage of economic news in the main media, but 
also the launching of some quite specialized fax and e-mail news services with a strong 
economic focus. 

Second, these commercial interests overlap with professional or ethical interests, as some 
editors and journalists believe they also have a public duty to provide coverage of important 
economic developments. Carlos Cardoso’s coverage of the crisis facing the partially state 
owned banks was the most graphic example of economic journalism being driven by a strong 
sense of public duty. At a more mundane level, however, many journalists believe that 
economic issues are important or regard these issues as more interesting than politics, which, 
in the words of one media professional interviewed for this study, has “turned people off”. On 
the other hand, low pay and poor working conditions in the media make it difficult to 
motivate or sustain high professional standards and in the worst of cases make media workers 
susceptible to bribes for the placing or suppression of stories. 

However, the interest in providing economic news coverage has not gone very far regarding 
the budget itself, despite the importance of the government in the overall economy. To a large 
extent, budget coverage does not go beyond reporting on the presentation and voting of the 
budget in parliament – and even this is quite limited, compared with the extensive news 
reporting and analysis this occasions in most countries. Apart from the capacity constraints 
discussed below, this would seem to reflect the relatively low interest of civil society 
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generally (and the public at large) in the budget. Unlike in many other countries, business 
organizations, trade unions, NGOs, professional associations and academics do not rush to 
make their views on the budget known through the press. Thus the media houses are simply 
reflecting the low public demand for news coverage and analysis in this area.94  

The weak capacity of the media to report on the budget, which was recognised by the media 
owners, managers and journalists interviewed for this study, is visible in the poor quality of 
most of the coverage. This consists mainly of news stories, with only rare examples of 
analysis or commentary. The reports lack depth and tend simply to repeat what officials have 
said, without any real questioning. Indeed, many journalists, especially in the state press, tend 
to regard the information provided by officials, for example in press briefings, as “guidelines” 
(orientações), a hangover from the days of the one-party state. Journalists seem to like 
quoting statistical data, but they often make errors and seem not to understand what the data 
mean (or whether they are even plausible), revealing low levels of analytical competence and 
weaknesses even in basic numeracy. 

The study found no evidence of any media house, public or private, having a journalist 
specializing on budget related issues. Usually, there is one journalist or at best a team of two 
or three journalists covering a variety of business and economic topics, which, almost as a 
matter of routine, includes reporting on the budget, mainly when it is debated and voted on in 
parliament. The output of these journalists is complemented from time to time by the 
publication of feature articles or opinion pieces written by academics.95   

The poor quality of most of the coverage of economic issues is closely associated with the 
low level of education of the journalists or, put another way, the weak capacity of the media 
houses to attract and maintain professionals with higher levels of general and specialist 
education. Most journalists in Mozambique have completed secondary education (12th class), 
which is an improvement on the situation only a few years ago, when many had only reached 
the 9th class. However, it is still quite rare to find journalists with university degrees. The first 
have appeared only in the last few years – and there is still probably not a single journalist 
with an economics degree. Some journalists have received formal training in journalism, 
mainly at technical college (ensino médio) level, but the courses provided by these schools do 
not provide any real grounding in economics, leaving journalists without the skills needed to 
interpret the budget presented to parliament or discuss issues concerning budget performance.  

The fundamental constraint is the low capacity of the media houses to pay attractive salaries 
and provide reasonable working conditions, which has made it difficult for all media 
organizations to attract and retain university graduates, while also leaving editors and 
journalists vulnerable to outside pressure and manipulation. Development of the private press 
has been held back by market conditions: on the demand side, the effects of low literacy and 
purchasing power, and on the supply side the fragmentation of the media, which has dispersed  
financial revenue (from advertising and sales) and journalists among a mass of small, 
competing newspapers and fax and e-mail news services. Lack of access to domestic credit is 
likely to have prevented investment and consolidation. Meanwhile, the state owned media, 
notably in television and radio, are heavily dependent on government subsidies, despite the 
fact that they receive the lion’s share of advertising.96 These subsidies, which give the state 
                                                 
94 One editor justified this lack of serious budget coverage by noting that even parliament does not 
undertake a serious and profound scrutiny of the budget. As he put it, “we are all providing a bad 
service with respect to the budget”. 
95 About three or four academics are well known for contributing articles on economic issues to the 
press. 
96 In the state media (e.g. Radio Moçambique and TVM), the government nominates the chief 
executive and other leading management officials, who are supposed to run the services on the basis of 
a programme contract (contrato programa) that defines the responsibilities of both sides, including 
financial responsibilities of the government. However, for the last few years there has been no up to 
date programme contract between the government and the management of either Rádio Moçambique or 
TVM. 
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media a direct material interest in the budget, account for about 60 per cent of the resources 
for operating expenditure of TVM and Rádio Moçambique.97  
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The exceptionally large donor involvement in Mozambique, relative to the size of the 
government budget (and the size of the country’s economy), means that donors are among the 
most important and influential actors in the budget process. They affect resource allocation 
both directly, through their earmarked allocation of funds for specific sectors, projects or 
activities, and indirectly through the mechanisms of dialogue and performance-based 
conditionality set up as part of the arrangements for general budget support (GBS). 

We will focus here mainly on the donors’ interests or motives, rather than issues of capacity. 
Individual donors’ capacity to influence resource allocation varies widely, in terms of the 
financial resources at their disposal for aid to Mozambique and the number and quality of 
staff working on Mozambique (in-country or at headquarters).  As a group, however, donors 
have shown a substantial capacity in financial terms, providing resources equivalent to 
slightly more than half of total government expenditure – in this sense, their “capacity” 
reflects their interest in directing assistance to Mozambique. In human resource terms, there 
can be little doubt that the donors are at a considerable advantage relative to their national 
counterparts in their ability to marshal the expertise needed for analysis, policy formulation, 
negotiation, monitoring, evaluation and other tasks – a fact amply demonstrated by the 
presence of more than 100 aid officials and consultants at the joint government-donor review 
in March-April 2004, at which they greatly outnumbered government officials.   

The fact that Mozambique is among the poorest countries in the world, with an annual per 
capita income of only $210, makes it an obvious focus for donor support – especially so in the 
present international context where poverty reduction (encapsulated in the Millennium 
Development Goals) has become the dominant objective of donor assistance.98 In addition, 
Mozambique has become especially attractive to donors because of its perceived commitment 
to pro-poor policies, necessary structural reforms, sound macroeconomic management and 
good governance, and because of the progress made since the early 1990s: the restoration of 
peace and the establishment of a fairly stable multi-party political system, sustained high 
GDP growth rates and a large reduction in the proportion of the population living below the 
poverty line.99  

Many donors have been deeply involved in Mozambique for many years, with an aid portfolio 
whose composition has gradually evolved from an emphasis on humanitarian assistance to 
support for post-conflict recovery and then longer-term development. Some donors have been 
influenced, in part at least, by a regional commitment to assist the stabilization and 
development of the wider southern African region in the post-apartheid era. During, the past 
decade, an additional motive for many donors has been the need to mount an effective 
response to HIV/AIDS, especially in southern Africa: with an adult HIV prevalence rate of 
13.8 per cent in 2002, Mozambique is one of the ten countries most seriously affected by the 

                                                 
97 As far as investment in the state media is concerned, this has been funded mainly by donors, which,  
after the 1992 peace agreement, helped to upgrade and expand the public media’s infrastructure, which 
had been deteriorating for many years. Since then, however, there has been no real investment strategy 
for the state owned media. 
98 Although, in the case of some donors, increasingly threatened by a more narrow, strategically-driven 
focus on aid to Iraq. 
99 The poverty headcount fell from 69 to 54 per cent between the two household budget surveys 
conducted in 1996/97 and 2002/03, while the poverty gap (the gap between the poverty line and the 
average income of those below it) fell from 42 to 38 per cent. The poverty headcount remains higher in 
the rural areas (55 per cent in 2002/03) than in the urban areas (51.5 per cent), but fell more in rural 
areas than urban areas between 1996/97 and 2002/02 (by 16 compared with 11 percentage points). For 
a detailed analysis, see MPF/DNPO et a, 2004. 
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epidemic [MISAU, 2004].  Mozambique has thus become a focus of growing donor attention 
in the worldwide fight against the disease, particularly since the development of an 
international commitment to extend the fight beyond prevention to treatment. 

Given these factors, it is likely that Mozambique will continue to attract high levels of aid in 
the next few years, unless there is a serious setback in governance or some other major 
adverse development, such as a large-scale corruption scandal, that throws the donor-
government relationship into a crisis. The donors need an African success story and 
Mozambique provides one of the very few credible candidates. As Chapter 4 noted, the 
government and the donors are locked in an embrace from which neither can really escape, a 
reality that encourages both to make pragmatic compromises. It is reasonable to expect that 
aid flows will remain constant in real terms, or even grow slightly (due to the additional 
funding available through the international response to HIV/AIDS), although maybe declining 
gradually as a percentage of GDP and as a percentage of total government resources, if the 
high growth rate and the increase in the ratio of domestic revenue to GDP continue.100  

Donors are heterogeneous – in their motives, strategies, rules and procedures. Fiduciary risk, 
restrictive internal rules and/or a desire to “show the flag” have prevented some donors (most 
notably the United States, Japan and the UN agencies) from evolving from traditional project 
aid to common funds (either sector budget support or more focused “funding baskets”) and 
general budget support (GBS). On the other hand, many donors have been influenced by the 
new thinking on aid effectiveness that has emerged over the past decade, particularly in the 
OECD’s Development Assistance Committee (DAC), which has emphasized the importance 
of partnership, based on government commitment and leadership, and the use of government 
systems and procedures, supported by necessary reforms and capacity building.  

The negative effects of project aid (loss of overall government leadership of and control over 
the resource allocation process, parallel payments and reporting systems, separate project 
units and salary distortions, etc.) are amplified in countries like Mozambique where aid 
accounts for such a high proportion of total expenditure and capacity is especially weak (for 
coping with parallel systems and procedures). These considerations have encouraged a range 
of donors to move towards GBS and/or other forms of “programme aid”, such as sector 
budget support, as well as in some cases to put other types of assistance on-treasury. These 
donors have accepted the high level of fiduciary risk associated with such aid modalities, 
because the benefits potentially outweigh the costs. They also know more now about the 
nature of the risks, partly as a result of the annual fiduciary risk assessments, and are actively 
involved in trying to mitigate them, notably through the measures being taken in the 
framework of the SISTAFE reform, which has received strong support from several of the 
GBS donors. 

The opportunity to engage in high-level dialogue with the government about policies, 
priorities and reform measures, through the joint review mechanism linked to GBS (and to 
bring the World Bank and IMF increasingly into this framework), has been a powerful 
incentive, encouraging more and more donors to sign up for GBS.101   

Nonetheless, there is clearly a risk that expectations have been exaggerated, creating the 
danger of a future backlash, from government officials wary of embarrassment in their 
domestic parliaments, if something goes wrong. Perhaps because of this, the shift in aid 
modalities has been only partial. Many donors have adopted a kind of “hedging” approach, 
mixing aid modalities in order to lessen risks while hoping to obtain some benefits in terms of 

                                                 
100 The Baseline Survey on PAP Performance noted a “positive picture” for portfolio volume prospects: 
for eight PAPs, the volume of assistance to Mozambique was expected to increase in 2005-07, while 
for seven it was expected to remain constant, suggesting overall growth of around 10 per cent in 2005 
and 2006. These findings question the more cautious prognoses of some external partners, in particular 
the World Bank, which projects a decline in real terms [World Bank, 2004]. 
101 At the time of writing, the African Development Bank, Spain and Canada are expected to join the 
GBS club, expanding membership to 18. 
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aid effectiveness. In the case of the minor players in the G-15, it would appear that some have 
joined the GBS club merely in order to gain a seat at the policy dialogue table or to show 
“political correctness”, while continuing to give emphasis to a project approach, often to 
promote their political/diplomatic profile or to provide contract opportunities for their own 
companies or NGOs. 

This mix of approaches is reflected in the composition of aid flows. Programme aid (general 
and sector budget support) is substantial but is still less than half of total aid. According to the 
Baseline Survey on Programme Aid Partners Performance [Harding and Gerster, 2004b], it 
currently accounts for an estimated 35-40 per cent of ODA of about $700 million a year. This 
might rise slightly in the next few years, with GBS alone likely to account for about 30-35 per 
cent of total ODA in 2004-2006. There are signs of donors encouraging moves to place some 
common funds and projects on-treasury (a recent case is PROSAUDE in the health sector). 
However, many projects and common funds remain off-treasury (and in many cases off-
budget) and most donors are likely to continue using a broad range of aid modalities to 
balance different (sometimes conflicting) interests and hedge against risks. 
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To illustrate how the institutional setting and the interests and capacities of key actors affect 
budgeting in a specific area of high policy importance, the general research was 
supplemented by an investigation into the process by which decisions have been taken to 
initiate and expand public expenditure on anti-retroviral treatment for HIV/AIDS patients. 
This issue was selected because of the scale of the challenge posed by HIV/AIDS in 
Mozambique and the large budgetary implications that an effective national response entails, 
particularly when this extends beyond prevention to treatment and requires major 
investments in the strengthening of the National Health Service (SNS) so that it is capable of 
providing the required services. The specific research question was formulated as follows: 
How are decisions regarding public expenditure on highly anti-retroviral treatment for 
HIV/AIDS patients affected by the institutional framework (of constraints and incentives) 
and the interests and capacities of state, non-state and external actors? 
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The national response to HIV/AIDS began in 1988 with the establishment, within MISAU, 
of the National Programme for the Prevention and Control of AIDS (Programa Nacional de 
Prevenção e Controlo do SIDA) and a National Commission for Combating AIDS 
(Comissão Nacional de Combate ao SIDA), which also included representatives of other 
ministries, civil society organizations and research institutions. But the impact was minimal, 
not least because of the war, which diverted the attention of policy-makers, drained 
resources and crippled the country’s health infrastructure.102  

                                                 
102 For an overview of the history of HIV/AIDS in Mozambique and the organizational developments 
in response to the epidemic, see CNCS, 2004. 

Source: MISAU et al, 2004.
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Following the peace accords in 1992, substantial progress was made to rebuild health 
infrastructure and improve access to health services. However, it was not until 2000 that the 
Council of Ministers endorsed the first integrated national plan to respond to the HIV/AIDS 
epidemic, the Plano Estratégico Nacional de Combate às DTS/HIV/SIDA 2000-2002, or 
PEN 2000-2002 [GoM, 2000b].103 As a result of one of the measures included in the PEN, 
the National Council to Combat AIDS (Conselho Nacional de Combate à SIDA) was 
established in May 2000 to coordinate a multi-sectoral response. 

Initial exclusion of treatment. Until very recently (2001/02) the strategy for combating 
HIV/AIDS in Mozambique centred on prevention and failed to recognise the link between 
prevention and treatment. For example, while the current Programa do Governo for 2000-
2004, approved by parliament after the 1999 elections [GoM, 2000a], described HIV/AIDS 
as one of the diseases with the greatest impact on morbidity and mortality, all the response 
measures it listed were geared towards prevention, including the treatment of related 
infectious and sexually transmitted diseases. 

The PEN 2000-2002, which was adopted by the government in February 2000, combined 
preventive measures with actions such as the establishment of testing facilities, day hospitals 
and home care for people living with HIV/AIDS, but likewise made no reference to anti-
retroviral treatment, except for the recommendation that “by 2002 MISAU will have 
implemented and assessed a pilot project for the definition of a national strategy for the 
prevention of mother to child transmission”.  

This approach was carried over into the PARPA, which was adopted by the Council of 
Ministers in April 2001. Despite the fact that the HIV prevalence rate was already extremely 
high, this document of more than 100 pages devoted only a few lines to the fight against 
HIV/AIDS. Among a list of objectives in the health sector, it included “prevention of HIV 
infection, care to people living with HIV/AIDS and reducing the impact of HIV/AIDS”. It 
summarized the actions already included in the PEN, but once again made no reference to 
anti-retroviral treatment as a potential intervention [GoM, 2001b]. 

This failure to include treatment in the strategy for combating HIV/AIDS reflected a lack of 
awareness of the rapid advances in treatment, concerns about the capacity of the National 
Health Service to deliver a treatment programme and, above all, a belief that treatment was 
unaffordable for a poor country like Mozambique.104 Until the development of generic drugs 
and rising international pressure finally forced drug manufacturers (and their supporters in 
some Western governments) to slash prices in the past two years, the cost of anti-retroviral 
treatment seemed prohibitively high. The authorities were also worried about the need to 
ensure full adherence to prescribed treatment so as to avoid the development of resistant 
strains of the virus that would have devastating effects, undermining efforts to halt the 
spread of the epidemic. For all these reasons, donors as well as the government shied away 
from the introduction of anti-retroviral treatment. 105  

                                                 
103 This was developed by MISAU in the months prior to the 1999 elections, under its Programa 
Nacional de Combate às DTS/HIV/SIDA, which had received top level government support and joint 
funding from government and donors. 
104 Prejudice may have also played a part, due to the early stigmatizing of people living with 
HIV/AIDS. 
105 Arndt [2003], who undertook the first analytical, model-based work on the links between the 
economy and HIV/AIDS in Mozambique, discarded the utility of running any scenario involving 
massive HIV/AIDS anti-retroviral treatment, arguing that “the costs are prohibitive” and that 
“distribution mechanisms of the required magnitude are unavailable and would be very costly”. He 
even added a medical argument, claiming that anti-retroviral treatment was reducing life expectancy 
only by about two years in developing countries. He concluded that “this implies amortizing 
investment in delivery infrastructure over a relatively small increment to life expectancy” and that 
therefore “a massive effort to deliver HAART is considered impractical”. Arndt made these arguments, 
in the context of analytical work being conducted in MPF’s Office of Studies (GEST), even after the 
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The first cautious steps. Meanwhile, the epidemic continued to gather momentum. A 
strategy based entirely on prevention and limited measures to cope with the social 
consequences of the disease increasingly came to be seen as inadequate, especially since 
major advances had been made in treatment, dramatically reducing mortality in countries 
where this had become widely available, while also contributing to prevention, since 
HAART reduces the viral load, thereby reducing the risk of sexual transmission. Some 
officials in the government became aware of the potential role of treatment in helping to 
slow down the spread of HIV/AIDS, as well as the need to establish greater control over 
private treatment to avoid the risk of development of resistant strains. As the death toll 
continued to rise, the human rights case for treatment also mounted and calls began to be 
made from various quarters, especially health professionals and NGOs, for the state to live 
up to its public responsibilities. Perhaps most important of all, the epidemic began affecting 
the political, social and business elite, thereby creating an interest at the highest levels of 
government in facilitating the treatment of relatives and close acquaintances.  

The upshot was that, even before the sharp fall in the prices of anti-retroviral drugs, which 
did not begin until 2002/03, the government decided to take the first cautious steps towards 
providing HIV/AIDS treatment in the National Health Service. In December 2001, the 
minister of health issued Diploma Ministerial n.º 183-A/2001, establishing rules, principles 
and technical guidelines for the treatment of people living with HIV/AIDS [MISAU, 
2001b]. 

A major issue was who would bear the cost and who would have access to treatment. 
Treatment costs at this time were still very high (at least $1,000 per patient a year, or five 
times per capita gross national income). Furthermore, only 30 to 40 per cent of the 
population had access to public health facilities. There was no intention to introduce free 
access to anti-retroviral treatment for all Mozambicans living with HIV/AIDS. Rather, the 
main concern was to diminish the risk of development of resistant strands of the HIV virus 
by improving control of patients who were already obtaining treatment outside the country, 
mainly in South Africa, or in private clinics. While noting that “these patients are obviously 
part of the Mozambican ‘elite’”, who could obtain treatment because of their private means 
or their position in the public administration or private companies, MISAU expressed 
concern about the risks of discontinuity in treatment, especially when this required travel 
abroad. MISAU decided to create the conditions for these patients to be followed up within 
the country, “even considering that only a minority will have access to this treatment”.  

Treatment was therefore restricted to individuals, including those already receiving 
treatment abroad or in private clinics, who could support on a continuous basis all the 
expenses of treatment and periodic control and who could guarantee full adherence to the 
prescribed course of treatment. The diploma ministerial made it clear that “in a first phase 
the state will not subsidize this treatment; thus, the expenses with drugs and laboratory tests 
will be fully met by the people  concerned”. 

In support of the new policy, MISAU took a series of measures to establish the necessary 
infrastructure and logistics for testing and drug supply, as well as for training of medical 
staff and the certification of hospitals and clinics for HIV/AIDS treatment. Priority was to be 
given to the procurement of generic anti-retroviral drugs at more affordable prices. 

Although the guidelines provided treatment only for those who could afford to pay, they 
represented a shift in policy and paved the way for officials within MISAU to begin creating 
the capacity needed for wider provision of treatment. Some health sector professionals 
intensified pressure on the government to start allocating resources for wider treatment of 
HIV/AIDS within the National Health System, arguing that access to treatment was a 
question of human rights, which imposed an obligation on the state. Wider treatment within 

                                                                                                                                            
government was starting to respond to the opportunities being created by the sharp fall in drugs prices 
and the emergence of major donor initiatives to finance treatment. 
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state health facilities started as a result of this pressure, as well as the launching of 
programmes by NGOs. Public funds were first used to treat public sector personnel (high 
level managers, qualified technical staff and others), which was financed partly by revenue 
from the deductions for medical assistance (descontos para a assistência médica e 
medicamentosa) made on civil servants’ earnings.106 The funds allocated were reportedly 
enough to treat about 120 patients for a year, a number that had been reached by late 2002 or 
early 2003.  

Meanwhile, by 2002, two NGOs, the Comunidade de Sant’Egídio and Médecins sans 
Frontières (MSF), had begun introducing free anti-retroviral treatment in selected public 
health facilities. This had been facilitated by the ministerial diploma in December 2001, as 
well as these NGOs’ experience in other African countries and the publication of guidelines 
by the World Health Organization on the administration of anti-retroviral treatment for 
HIV/AIDS in developing countries [WHO, 2002]. 

Scaling up HAART. Within a few months of the December 2001 ministerial diploma, policy 
within MISAU was evolving rapidly towards a major scaling up of access to highly active 
anti-retroviral therapy (HAART) for people living with HIV/AIDS. As explained by 
MISAU itself [2004], three factors justified the major shift in strategy. First, the projections 
of the impact of the epidemic showed that, unless effective action was taken, the 
consequences for the Mozambican population would be dramatic. Second, the health sector 
itself would suffer tremendously not only from the infection of its work force, but also from 
the increase in the demand for curative services. Third, the strategy could now take into 
account the major innovations that had occurred since the production of the PEN 2000-2002, 
as well as the steep reduction in the prices of anti-retroviral drugs and the launching of 
major international initiatives that promised to make available unprecedented levels of 
financing for treatment. 

These international initiatives included the Global Fund to Fight AIDS, Tuberculosis and 
Malaria, which was set up in 2001 to marshal resources for a worldwide fight against these 
three diseases, including “an integrated and balanced approach covering prevention, 
treatment, and care and support” [Global Fund, 2001], as well as programmes launched by 
the US government and other bilateral donors. Meanwhile, the Clinton HIV/AIDS Initiative, 
which was launched by the former US president (through the Clinton Foundation), 
announced an agreement in October 2003 with five suppliers of generic anti-retroviral 
medications that dramatically cut the price of the most commonly used triple drug therapy 
combinations to less than $140 per person per year. The World Bank has also set up two 
major programmes: the Multi-Sectoral AIDS Programme in Africa (MAP) and the 
Treatment Acceleration Programme (TAP), in which Mozambique is one of three pilot 
countries in Africa, together with Burkina Faso and Ghana. 

The move towards scaling up HAART in Mozambique started in 2002 when the government 
submitted its first application for assistance to the Global Fund. Although this initial 
proposal was unsuccessful, the government submitted a revised plan to the Global Fund 
towards the end of 2002. Meanwhile, following a meeting between Bill Clinton and the then 
Mozambican prime minister, Pascoal Mocumbi, in October 2002, the Clinton Foundation 
became involved, encouraging the government to regard HIV/AIDS as a human rights issue 
and abandon attitudes of fatalism by taking advantage of the opportunities created by the 
steep reduction in drugs prices and the development of combination drugs that are easier to 
administer. It offered to help provide the expertise needed for the government to develop a 
plan for scaling up and pointed out that financing should no longer be considered an 
obstacle, given the major financing initiatives launched by donors.  

                                                 
106 According to informants in MISAU, MPF authorized the use of these funds for treating civil service 
personnel suffering from AIDS, although neither the budget appropriations nor the execution reports 
explicitly show these expenditures. 
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This “business plan” took shape in the first half of 2003, with technical assistance contracted 
by MISAU from Health Alliance International (HAI), an NGO that had been working in 
Mozambique since the 1980s [MISAU and Clinton, 2003], while the Clinton Foundation 
mobilized commitments from three bilateral donors, Canada, Norway and Ireland, to help 
finance the plan’s implementation. 

These developments played a catalytic role in the development of the Ministry of Health’s  
Plano Estratégico Nacional de Combate às DTS/HIV/SIDA – Sector Saúde 2004-2008,  
which is seen as the sector’s contribution to the broader multi-sectoral fight against 
HIV/AIDS [MISAU, 2004]. This sectoral strategy has an integrated approach, in which the 
fight against HIV/AIDS is linked with the strengthening of the health system, since 
improvements in access and quality are essential for the effective delivery of HIV/AIDS 
prevention and treatment programmes.  

The strategic focus is thus on building a strong integrated health network (IHN) within the 
National Health Service, so that it is capable of providing a comprehensive continuum of 
services to reduce sexual and mother-to-child transmission, avoid transmission of HIV in 
health facilities and prolong the length and quality of life of people living with HIV/AIDS, 
including health workers, through the treatment of opportunistic infections and the provision 
of HAART.  

The treatment component of the plan envisages scaling up the number of people receiving 
HAART from just under 8,000 in 2004 to more than 130,000 in 2008. Treatment is to be 
provided free of charge. This is a major change in policy compared with the position 
adopted in the ministerial diploma in December 2001, although, given that about 1.4 million 
people are infected with HIV and over 100,000 are falling ill with AIDS symptoms 
annually, HAART treatment will still reach only a minority of those in need. Nonetheless, 
the plan aims to provide HAART nationally in “the most equitable form possible”. The 
criteria for access are purely clinical, biological and psychological (preparedness for strict 
compliance with the prescribed treatment), with no reference to means to pay. In practice, 
however, access will depend on the availability of a health unit certified to have the capacity 
to provide HAART. Although there has been a substantial increase in the National Health 
Service’s output (a 35 per cent rise in unidades de atendimento between 1996 and 2002), 
this capacity is still severely limited, particularly in terms of capacity for laboratory testing 
and the availability of health personnel trained to provide HAART and related counseling. 
The plan’s scenario for scaling up is therefore based on realistically achievable projections 
of the increase in capacity.      

Continuing budgetary uncertainties. The total estimated cost of this five-year plan is nearly 
$500 million, increasing steadily from just over $50 million in 2004 to $125 million in 2008. 
The total cost is 51 per cent higher than that of the earlier plan produced with the assistance of 
the Clinton Foundation, which had a five year budget of $330 million, rising from $25 million 
in 2003 to $90 million in 2007. However, the treatment component alone is budgeted at $330 
million, exactly the price tag of the plan produced with the help of the Clinton Foundation.107  

These figures imply a substantial increase in total health expenditure, although it is difficult to 
make a precise analysis because of the off-budget/off-treasury problem, which is particularly 
important in the health sector. According to the state accounts (CGE), total health spending in 
2003 amounted to $106 million, which means that, if the figures in the PEN ITS/HIV/SIDA- 
Sector Saúde 2004-2008 covered entirely additional activities, government health expenditure 
would have to double by 2008 simply to incorporate those activities. However, this probably 
overstates considerably the implications for total health spending. Besides the fact that the 
extent of additionality is not clear, actual health expenditure is really much higher than the 
CGE figures, due to unrecorded off-budget expenditure. MISAU´s Annual Operational Plan 

                                                 
107 This suggests that the PEN ITS/HIV/SIDA- Sector Saúde 2004-2008 may have simply incorporated 
the budget of the Clinton plan, integrating other related needs. 
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for 2004 (POA) estimated that total health sector expenditure would reach $243 million, 
including $29 million for financing the PEN ITS/HIV/SIDA- Sector Saúde 2004-2008.   

In reality, the estimates in the PEN ITS/HIV/SIDA- Sector Saúde 2004-2008 provide only a 
rough guide to the scale of resources required, rather than a fully developed budget. Given its 
integration of HIV/AIDS activities into a broader strategy of health system strengthening, it is 
unclear to what extent the plan overlaps with or incorporates activities (such as investments in 
health infrastructure) that already have been programmed in other contexts. It is not clear how 
the plan is articulated with the broader Health Sector Strategic Plan (PESS), not only because 
the PESS was adopted earlier, in 2001, before the expansion of the HIV/AIDS strategy to 
incorporate a major treatment component, but also because the PESS is not costed.   

Besides the resource allocation difficulties that arise from this lack of clarity about how 
MISAU’s plan for HIV/AIDS fits into sector-wide planning, there have been problems of 
under-funding and late disbursement of promised funds, which have resulted in slower 
implementation than expected.108 There have been major delays in the approval and 
disbursement of the assistance envisaged from the Global Fund in particular.    

Further constraints arise from the fact that only part of the financing is expected to be 
channelled through PROSAUDE, the general common fund for the health sector, although it 
is positive that both the Clinton Foundation donors and the Global Fund have indicated that 
they will use this basket funding mechanism. Some funding is earmarked, creating distortions 
in the distribution of resources across the range of components included in the plan.  

Thus, despite the major funding opportunities created by the evolution of the international 
context, there are still problems in financing the plan, along with understandable concern in 
both MPF and MISAU about its long term sustainability, which is essential for a treatment 
programme that places patients on a lifetime course of ant-retroviral therapy. All these factors 
have led to a slower pace of scaling up than had been envisaged.  
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External incentives and domestic interests. Two key external factors created an incentive for 
scaling up HAART: first, the steep fall in drug prices, which by 2003 was dramatically 
reducing the cost of treatment, and second, the emergence of major international initiatives 
that provided opportunities for accessing large-scale donor funding. The latter was 
accompanied by technical assistance, provided through the Clinton Initiative and HAI, to 
draw up a plan and make successful applications for funding. International organizations with 
experience dealing with the epidemic in Mozambique and in other countries argued for the 
desirability and feasibility of treatment even in an environment of widespread poverty and a 
weak health system, provided that plans were developed for upgrading the NHS. 

These opportunities were seized because there were also strong interests involved. First, the 
fact that the epidemic affected the elite as much as anyone else brought home the message 
that it represented an indiscriminate threat, from which no-one even in the highest strata of 
society and the government was immune.  

Second, professional conscience and interests played a role, as a few medical doctors were 
facing the practical problem of how to treat HIV positive patients and deal with issues like the 
prevention and treatment of accidental infection while the routines were not in place in the 
NHS. Some of these medical doctors were treating AIDS patients in private clinics but were 
having difficulties accessing the necessary drugs as their importation lacked regulation.  

                                                 
108 For example, MISAU projected, as of August 2004, that financing for implementation of the plan in 
its first year (2004) would total $29 million, only 59 per cent of the budgeted requirement of $49.5 
million. 
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Third, the civil service was also interested in an institutionalized treatment policy for 
HIV/AIDS, as senior officials began to succumb to the epidemic and ministers were facing 
difficulties in finding qualified replacements. In sectors with large work-forces such as 
education and the health sector itself, it was becoming apparent that, without a treatment 
programme that could keep workers on the job, the development of the epidemic would result 
in the loss of thousands of trained staff. In purely cost-efficiency terms, it would make more 
sense to treat infected staff rather than make the massive investments in training that would be 
needed to replace them.  

Weak role of civil society and parliament. With about 1.4 million people living with 
HIV/AIDS, meaning that the entire society is in some way or another affected by the 
epidemic, there was also some lobbying by national NGOs catering for or representing people 
living with the disease, such as the Rede Moçambicana de Organizações contra a SIDA 
(MONASO), Kindlimuka and Tinena, as well as by some churches. However, there is little if 
any evidence to suggest that these organizations have influenced the changes in policy. They 
lack the capacity needed to develop policy and disseminate their views effectively. Their 
membership is very small (probably no more than a few hundreds) and dispersed and they 
lack the resources and communications strategies needed to become really influential 
lobbying organizations.109 This might seem strange in a country where about 1.4 million 
people are infected with the HIV virus and it presents a striking contrast with the situation in 
neighbouring South Africa, where people living with HIV/AIDS have become highly 
organized and vocal, placing strong pressure on the government to change its policy on 
treatment. The much weaker grass-roots response in Mozambique reflects in part the 
weakness of civil society organizations in general, which itself has deeper structural causes: 
high levels of poverty and illiteracy result in low levels of awareness and prevent self-
organization and mobilization. Although rising morbidity and mortality have made most 
Mozambicans well aware of the threat posed by HIV/AIDS, very few Mozambicans are aware 
of their own HIV status. Along with lack of awareness about the opportunities that HIV/AIDS 
treatment gives to prolong life and a widespread scepticism about the possibilities of 
influencing government policy, this has created a state of resignation among the mass of the 
population. In fact, the government has shown little sensitivity to advocacy by civil society 
organizations, due to the attitudes formed during the one-party system and the fact that no 
government has ever been voted out of office nor any minister dismissed for failures in 
handling issues of public policy.  

It is also striking that parliament and the political parties have been silent on the issue of 
HIV/AIDS treatment. Parliamentarians interviewed in the course of this study pointed out that 
the issue had never been placed on the agenda of the Assembly of the Republic. The study did 
not find any evidence of HIV/AIDS policy issues, such as anti-retroviral treatment, ever 
having been brought before parliament. Even the fact that the PEN 2000-2002 expired with 
no successor plan being developed has never been raised in parliament.  

Several factors explain this situation. First, there has been weak public pressure on deputies, 
for the reasons discussed earlier. Second, deputies themselves lack the capacity to analyse 
public policy issues and have no technical research assistance, as Section 4.1 discussed. It is 
possible that many deputies do not even know of or remember the existence of the PEN 2000-
2002. It is thus not surprising that no deputy has ever raised the issue of a successor plan, let 
alone the scaling up of HAART. However, a third factor is that the executive has exercised its 
dominance over the legislature by consciously keeping issues like HIV/AIDS policy out of 
the parliamentary arena. Instead of putting the issue on the agenda of parliament and risk 
exposing its policy and performance to questioning and debate, the executive seems to have 
preferred to make the decisions by itself without involving the deputies at all. Indeed, the 

                                                 
109 Regarding the financing of CSOs, it should be noted that the National AIDS Council (CNCS), 
which is a potential source of funding for advocacy, has itself been ineffective as a coordinating body 
and funding conduit for organizations involved in the fight against HIV/AIDS. 
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PEN 2000-2002 was not submitted to parliament for approval: it was drafted by MISAU and 
approved by the Council of Ministers. 

Nonetheless, the fact that HIV/AIDS has not become a major issue in parliament is puzzling. 
Significant numbers of deputies, from both parliamentary blocs, are likely to be HIV positive 
themselves. Almost all deputies must have relatives or friends who have fallen ill or died from 
AIDS, and they must be aware how the disease is affecting their constituents. The explanation 
of the puzzle must lie to a large extent in the same factors as those that account for the low 
level of organization and mobilization around HIV/AIDS issues in the broader society. These 
factors, as well as lack of vision and weak leadership, may explain why the parliamentary 
opposition has not made HIV/AIDS a major focus of its political activity, even though it is 
normally eager to exploit the failures of the FRELIMO led executive. 

In summary, apart from some inputs from health professionals and specialized international 
NGOs, the development of policy on HIV/AIDS treatment and its financing has remained 
almost entirely within the executive, while being heavily influenced by the changes in the 
international context and discussions with donors. At the highest level of government, interest 
in scaling up HIV/AIDS treatment was evident from Mocumbi’s meeting with Clinton in 
2002, the Council of Ministers’ discussion of the Clinton “business plan” in June 2003 and a 
subsequent announcement that the plan had been approved subject to it being financially 
sustainable.  

Key actors within the executive. The policy process regarding the introduction and scaling up 
of HAART has centred on MISAU, which has been the ministry directly responsible for the 
key developments in the past few years (the ministerial diploma of December 2001, the 
gradual scaling up of HAART since then, and finally the PEN ITS/HIV/SIDA- Sector Saúde 
2004-2008) and the related mobilization of financial resources from donors.  

It is noteworthy that only a quite limited role has been played by the CNCS, the government 
body with overall responsibility for coordinating the fight against HIV/AIDS. This has been 
reflected in the delays in producing a new multi-sectoral plan to succeed the PEN 2000-2002, 
as well as the low levels of execution for CNCS’s relatively small resource allocations from 
the OE and donors. Apart from surface factors such as poor leadership and management, this 
may reflect deeper problems regarding the status and authority of intra-governmental 
coordinating bodies vis-à-vis line ministries.   

The National Directorate of Planning and Budget (DNPO) in the Ministry of Planning and 
Finance briefly became involved in considering the macroeconomic and fiscal implications of 
the scaling up of HAART when the Clinton business plan was being finalized in mid-2003. 
DNPO was particularly concerned about the realism of the resource projections and the 
financial sustainability of the proposed policy shift, given the need to maintain anti-retroviral 
treatment indefinitely. As Box 4.2 has discussed in Chapter 4, DNPO’s behaviour is strongly 
influenced by the pressure to keep within the budget ceilings agreed with the IMF and avoid 
the embarrassment of low budget execution rates, factors which have made DNPO cautious in 
taking on major new expenditure commitments in the budget unless the external funding is 
guaranteed and, in the case of HAART, will be sustained by donors for the foreseeable future. 

In any case, it should be recalled that the government does not really have a policy-driven 
resource allocation process. As Chapter 4 discussed, the Medium Term Fiscal Framework 
(CFMP), which is the type of instrument that would normally be used to orient resources in a 
forward looking way towards a major new expenditure priority, while taking account of the 
need for sustainability, is not really used for this purpose. The fact that it does not go to the 
Council of Ministers, which is the political level at which major trade-offs on competing 
resource allocation needs would need to be discussed, reduces the CFMP to an internal 
technical exercise, basically within MPF, to project the overall resource envelope and set the 
initial limits for annual budgeting, essentially on an incremental basis. 
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Conclusions. The scaling-up of HAART has essentially been a direct response to the new 
external opportunities (the international donor initiatives and the fall in drugs prices), in a 
context where the domestic pressure for anti-retroviral treatment has remained quite weak , 
despite the high level of HIV prevalence. While the interests of the elite, parts of the civil 
service and a few medical professionals were sufficient to take up the opportunities created by 
the more favourable external environment, this did not reflect a broader public demand for 
anti-retroviral treatment. Furthermore, since donors were offering to finance fully the 
expansion of HAART and the related investments in strengthening the health system, there 
was no need for the government itself to redirect internal resources to meet this new 
challenge.  

Paradoxical though it might seem, the government therefore did not have to engage in trade-
offs in the use of resources, despite the enormity of the resource challenge implicit in a major 
scaling up of HIV/AIDS treatment. This confirms the observation made in Chapter 5 that the 
government does not have a strong incentive to engage in hard choices on resource allocation, 
since the high level of external assistance makes ministers rationally direct their efforts to 
maximizing direct access to donor funds at sectoral level, rather than risking a political fight 
over budget allocations in the Council of Ministers. The financing available for HIV/AIDS 
through the Global Fund, the Clinton donors, MAP/TAP, USAID, etc, shows this in a striking 
way. There is no perceived need to reorient the allocation of internal resources or the budget 
as an integrated whole, and likewise no real interest in making use of a strategic resource 
allocation tool like the CFMP. 

Donor funding for HIV/AIDS takes the form of project financing or financing through the 
general common fund (PROSAUDE). Thus, the decisions on planning and budgeting are 
essentially made bilaterally between MISAU and the donors – there is no perceived need for 
the rest of the government to get involved. Within MISAU, the opportunities to gain access to 
traditional project financing for HIV/AIDS has been a powerful incentive for its national 
directorates, notably the National Health Directorate (DNS).  

However, the fact that the Global Fund and the Clinton donors intend to channel their 
resources through PROSAUDE is likely to increase the influence of DPC within the ministry 
and so strengthen horizontal integration.110 Also, the fact that PROSAUDE funds are 
supposed to be on-budget and on-treasury could eventually help integrate the financing of the 
HIV/AIDS response into the broader management of public expenditure. 

Yet, even in the broad government-donor dialogue around general budget support, the 
scaling-up of HAART has featured only ephemerally. It was included in the performance 
assessment framework (PAF) agreed by the G-15 donors and the government in April 2004, 
although with a much less ambitious increase in the number of patients receiving treatment 
(from 4,000 in 2004 to 29,000 in 2006), compared with the PEN ITS/HIV/SIDA- Sector Saúde 
2004-2008, which aimed to expand from 7,924 to 57,954 over this period. In the revised PAF, 
agreed by the government and the G-15 donors in September 2004, the scaling-up of HAART 
was not even included among the 49 performance indicators. 

Fundamentally, the initiation and expansion of HIV/AIDS treatment has not yet required the 
government to consider changes in the allocation of its internal resources. This brings us back 
to the point of departure: scaling up HAART has been a reaction to the incentives created by 
the emergence of major donor initiatives, allied with the steep fall in drugs prices, not 
domestic pressure that is so strong that it would lead the government to allocate significant 
internal resources to the fight-back. 
                                                 
110 Implementation of this commitment on the part of the Global Fund appears to have been 
complicated, however, by the Fund’s requirement for parallel oversight mechanisms to be established 
within MISAU, at least initially, and for local agents to intermediate the flow of funds.  These 
problems, which appear to reflect the difficulty of adapting the procedures of a “vertical” global fund to 
the arrangements of a “horizontal” common fund, seem to have been key factors delaying the 
finalization of agreements for the implementation of the Global Fund’s commitments to Mozambique.  
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Weak internal demand for improved budgeting. The analysis in the preceding chapters has 
brought into relief one overwhelmingly striking fact about the budget process in Mozambique 
– that the only actors really involved are the executive and the donors. Civil society 
organizations barely participate at all, even indirectly, despite the liberalization of the past 
decade and a half, which has created more “space” for the private sector, trade unions, NGOs 
and professional associations to voice their views on policy issues.  

The media provide some coverage of budget issues, but, as we have seen, this coverage has 
limited public reach, its quality is poor and the government feels no need to pay attention to it. 
Parliament, despite its formal responsibilities for scrutinizing the budget, has failed to act as 
an effective check on the executive’s budget policy and performance. The political opposition 
has barely attempted to formulate and communicate alternative budget policies and even 
FRELIMO has not really had a policy capacity independent of the executive, with which it is 
so deeply intertwined. As the HIV/AIDS case showed, some professionals have helped mould 
policies, but most of these professionals are themselves working for the government or donors 
(or for NGOs financed by donors). 

The almost complete absence of a domestic “demand function” outside government for 
improvements in the budget process and budget outcomes is probably the single most 
important conclusion of this study. The analysis has shown that there is no internal pressure, 
from within Mozambican society, that significantly affects the government’s behaviour. Even 
on such a major issue as the response to HIV/AIDS, which directly affects about 14 per cent 
of the population and indirectly almost every family in the country, there has been no real 
pressure on government regarding policies and resource allocation, either within parliament or 
through civil society organizations.  

Underlying structural factors. The weakness of the demand function is a manifestation of 
deep-rooted structural features of the Mozambican situation that will change only gradually, 
probably over decades, as the country achieves higher levels of economic and social 
development. It would be utopian to expect strong internal public pressure on budget issues in 
a society with a largely rural, atomized peasant population, a very small formal sector (and 
thus weak trade unions and a narrow business elite) and widespread poverty and illiteracy, 
which severely limit most Mozambicans’ access to information, their ability to understand 
complex policy issues and their capacity to organize in defence of their interests. 

Another structural feature is that the small size of the private sector, along with the practice of 
patronage as a tool for political survival, results in a highly concentrated and politically 
connected elite, which has little interest in developing and articulating alternative policies. 
The business and political elites are in a symbiotic relationship in which family connections, 
political allegiance and various types of payments (financial contributions to FRELIMO, 
kickbacks to public officials) have been critical in obtaining such opportunities as the 
acquisition of state assets (through privatization), the awarding of state contracts (through a 
highly corrupted procurement regime) and access to bank and treasury loans (with weak 
enforcement of the obligation to repay).    

At the same time, the low level of development of the formal sector of the economy means 
that the tax base is narrow, further diminishing public interest in the budget and accentuating 
the role and influence of donors. The fact that aid exceeds internal revenue has tended to 
undermine the compact between society and the state by which taxation purchases public 
services. This further undermines the weak public interest in budget issues – a situation 
exacerbated by the practice of setting tax rates by executive decree outside the framework of 
parliamentary approval of the budget. 

Mozambique’s aid/GDP ratio is about twice as high as the average for Sub-Saharan Africa, 
which is itself the world’s most aid-dependent region, and donors provide slightly more than 



 102

half the resources available for public expenditure. Even assuming that the economy 
continues to grow at a quite rapid pace (at, say, 7-8 per cent a year), the balance between 
internal and external sources of revenue will change only very gradually. Given the weakness 
of internal accountability, the high dependence on aid and the increasing harmonization 
among donors have created a situation where the most important dialogue on budget policy 
and performance is now external -- between the government and donors. In particular, the 
emergence of the joint review process linked to general budget support (GBS) has created a 
framework for intensive and wide-ranging donor-government dialogue, which now clearly 
overshadows the government’s formal constitutional accountability to parliament.  

The executive’s approach to budgeting. In its management of the budget process, the 
executive appears not to be inspired by any real vision of development or even by the 
strategic objectives and priorities enunciated in documents like the PARPA and the sector 
strategic plans. These five-year plans are weakly linked to the annual PES and the latter has 
no explicit connection with the budget. As we have seen in this study, the CFMP acts merely 
as an internal technical exercise to forecast the resource envelope and then set the initial 
ceilings for budget formulation, using a fundamentally incremental approach rather than one 
based on making strategic choices about competing needs and priorities. The quality of 
budgeting is also severely constrained by weak capacity, both in MPF and the line ministries. 

For the executive, the bottom line in budgeting is simply the need to sustain the state by 
keeping the public administration in operation and to retain the loyalty of government 
employees by paying their salaries on time. Internal revenue is used essentially for these 
purposes, as well as to serve certain “predatory” elite interests, such as the bail-out of banks 
for non-performing loans made to the politically connected elite, the payment of lifetime 
pensions to former senior officials, commissions on government procurement contracts, 
which were legal until donor protests in 2004, and opportunities for generous travel 
allowances. When it comes to the non-salary recurrent expenditure needed to deliver service 
provision and expenditure on investment in public infrastructure, these depend 
overwhelmingly on the resources provided by donors. 

The study has also highlighted the fragmented nature of the executive. This is not a 
homogeneous body, managing its resources in a unified way, but a highly disparate entity, in 
which individual ministries (and directorates within them) negotiate and manage resource 
flows coming from multiple sources (the OE and an array of donors). There is not a single 
budget process, but rather a series of partially overlapping budget processes. While the OE is 
the core government-wide budget, essentially covering the internal resources (including GBS) 
and related expenditures, it is complemented by separate budget processes that cover 
additional off-budget resource flows and expenditures in specific line ministries and 
directorates or units within them.  

Further complications arise from the matrix form of government at sub-national levels, due to 
the concept of “double subordination” (dupla subordinação), in which the mandates of the 
various tiers of government are not clearly defined and the relationship between the vertical 
and horizontal chains of command is ambiguous, in planning, budgeting and management in 
general.      

Dynamics of the government/donor relationship. In this fragmented, confused environment, 
donors’ aid modalities directly affect the incentive structure. Since almost two thirds of aid 
continues to be in the form of projects and common funds, negotiated and managed at sub-
sectoral and sector-wide levels, there is little incentive to attempt to allocate resources 
rationally across the whole of government. Rather than engage in political battles in the 
Council of Ministers over resource allocation, which would require trade-offs between 
competing needs and risk undermining government unity, ministers prefer to negotiate 
additional resources directly with donors. In short, the preponderance of non-GBS aid flows 
has the effect of absolving the government of the need to exercise leadership in resource 
allocation, which seems to suit it quite well, fitting with the laisser-faire style of management 
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that has come to characterize FRELIMO rule since the party’s ideological switch from 
socialism to capitalism.  

The incentives would only change radically if GBS’s share of total aid flows, which was 
about two fifths in 2003, rose to much higher levels. But will this happen? It is difficult to 
speculate about how the balance of aid modalities might evolve over the medium to long 
term, but it seems quite likely that most donors will continue to hedge, using a mixed 
financing strategy to balance the advantages of un-earmarked aid against high levels of 
fiduciary risk and the disadvantages of “losing control” over the setting of priorities and 
allocation of resources. Moreover, some donor agencies may still be inclined to continue 
project financing because of a desire to fly the flag or, in the case of some agencies, their 
restrictive rules. So, even though the share of GBS might increase, it seems unlikely that this 
will be enough to shift the incentive structure decisively. 

As an intermediate stage, sector-wide common funds provide an opportunity for similar 
benefits at sector level, notably by strengthening the planning directorates of the sector 
ministries (vis-à-vis other national directorates in these ministries) and making it possible to 
develop annual sector-wide planning and budget processes, like the POA in the Ministry of 
Health, within the broad framework of the medium-term sector strategic plans. Although this 
does not go as far as GBS, it does at least provide incentives for more rational, integrated 
sector-wide planning and budgeting, compared with the traditional modalities of project 
financing. 

In addition, some attempts are being made to reduce the proportion of external assistance (for 
projects and common funds) that is off-budget, so that the government has fuller information 
on the resources at its disposal and how these resources are used. If  further progress can be 
made in reducing the scale of the off-budget problem, the government will be in a stronger 
position to allocate its global resources in accordance with priorities and to exercise 
leadership in negotiations with donors.  

However, even if the government did find itself in charge of a more comprehensive budget 
process (as a result of a much higher proportion of GBS, complemented by untied common 
funds at sector level and a reduction of the off-budget external flows), there is no reason to 
assume that the government would necessarily manage its resources effectively and 
efficiently in pursuit of clearly articulated pro-poor goals.  

First, for many years it will continue to face severe capacity constraints, particularly in human 
resources, given the acute shortages of qualified, experienced economists, accountants, 
auditors, etc. This in turn reflects the low output of the secondary and tertiary levels of the 
education system and the government’s difficulty in competing for skilled personnel in the 
labour market, due to low salaries. In addition, the government does not yet have the systems 
and tools needed to manage resources in a prioritized, policy driven way, such as an effective 
CFMP and a programme-based budgeting methodology, although the change in the incentive 
structure might prompt the government to accelerate development of them. The SISTAFE 
reform will not by itself provide the government with these tools, which go beyond 
improvements in the accounting and treasury frameworks, on which SISTAFE is focusing. 

These constraints highlight the importance of capacity development. This will increasingly 
need to go beyond the narrow scope of the SISTAFE reform (the accounting and treasury 
framework and related computerization) and embrace additional key dimensions of public 
financial management, including in particular the methodologies, procedures and criteria that 
determine the content of the budget. This points to deeper work on the linkages between 
policies, plan priorities and resource allocation, through such mechanisms as the CFMP and 
the introduction of programme based budgeting, and the need to do this through a long-term, 
integrated capacity-building approach. Likewise, in the sector ministries, it will be important 
to deepen the SWAPs by developing the links between the strategic plans and the annual 
operational plans and budgets, by strengthening the position of the planning directorates 
(through untied common funds) and by applying a capacity building approach.  
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More fundamentally, however, if domestic demand on the government remains weak, 
capacity development will not be enough. The key issue is what interests would drive budget 
policy if the government did find itself in charge of managing the totality (or near totality) of 
its resources and had the human resources and technical systems needed to manage the budget 
in an efficient, effective manner to meet its policy goals and priorities? It is reasonable to 
conjecture that, if domestic demand on the government from the population, whether 
articulated by civil society organizations or through parliament, remained weak, commitment 
to pro-poor priorities would be tempered by the more narrow “predatory” interests of the 
leading families that constitute the politico-business elite. 

This raises the question of whether donors can act as a “proxy” restraint on the elite in the 
absence of strong domestic checks and balances. To some extent this is the role that the 
donors have already been playing, especially through the G-15 and the SWAP groups in the 
large sectors. Through the policy dialogue and conditionality associated with GBS and sector-
wide support, donors have clearly influenced the government’s agenda, encouraging reforms 
even in areas such as governance and public sector management where elite interests are 
embedded.  

Nonetheless, there are limitations to this – and even some inherent contradictions. If the joint 
review process is pushed too far, becoming overly intrusive, there is a risk that the 
government will sense that it has lost ownership of the reform programme, which would 
erode its commitment to the reforms. There is a related risk that donors would be regarded as 
lacking legitimacy, especially if they were perceived as being less than disinterested or if 
policy recommendations were based on faulty analysis, betraying inadequate knowledge of 
the country’s situation – as happened during the crisis over reform of the cashew industry in 
the 1990s. If important elite interests were threatened, even quite small errors by donors could 
be exploited politically to whip up public hostility to external “interference”.  

Prospects for change.  In drawing attention to the structural factors that account for the 
weakness of public demand for improved budgeting (or improved policies and management in 
general), it is not our intention to be overly deterministic about the nature of change. As 
Chapter 1 discussed, there are “feedback loops” from actors to institutions and from 
institutions to structure that can speed up or alter the direction of change. However, this is 
clearly only possible within certain limits related to the stage of development of the country’s 
economy and society, which is why it is necessary to be realistic about the pace and nature of 
change.  

At the same time, it must be stressed that change can take many directions. It could take a 
destructive form that sets the country back in terms of economic and social development. For 
example, as in most of Africa, the political culture of democracy is fragile, due to the 
weakness of institutions, the recent violent history of the country and the continued existence 
of ethnic and regional fault lines that feed resentment and fear and can easily be exploited by 
politicians to build the popular base needed to capture or retain power. Although Mozambique 
has been relatively successful in consolidating the peace established in 1992, it cannot be 
guaranteed that this will continue, especially if certain groups or regions continue to do better 
than others, in terms of economic development, access to public services or access to political 
power. As a resource allocation tool, the budget can act as either a remedial or aggravating 
factor with respect to these risks. 

Assuming that major setbacks to development do not occur, the domestic demand function 
will eventually be strengthened as structural changes bring about a reduction in poverty, 
illiteracy and vulnerability, making it easier for Mozambicans to gain access to information, 
engage in associative activities and articulate their interests. This process of structural change 
has clearly been in evidence since the end of the war in 1992. This began with resettlement 
and reconstruction in the immediate aftermath of the war and then moved into a phase of quite 
rapid economic and social development, facilitated by large-scale donor assistance and quite 
high levels of foreign investment. Over the past decade, there has been a large reduction in 
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income poverty, an increase in household assets and major improvements in access to 
education, health and economic infrastructure and services such as roads and transportation.  

If these trends continue, it is likely that the Mozambican population will gradually become 
better informed, more conscious of its rights and more assertive in defending them. In these 
conditions, representative associations may become more widespread and active, including in 
the rural areas, although only a small proportion of those in the labour force are likely to join 
trade unions in the foreseeable future, given the very small size of the formal sector of the 
economy. Taking a long-term developmental approach, continued improvements in the 
economy and human development can be expected gradually to create conditions for a more 
active civil society and stronger public pressure on parliamentarians. 

Given the importance of these structural changes, in their own right as well as because of their 
positive effects on the capacity of the population to assert its rights and interests, it is 
important for donors to continue to assist the expansion of public services and infrastructure 
and related capacity development and reforms, both through SWAPs in key sectors and 
general budget support.    

While these structural changes begin to create a more conducive environment for the active 
participation of the populace in public affairs, a crucial development will be the emergence of  
a more effective parliament as the formal mechanism of democratic accountability of the 
executive to the country’s citizens. Building a stronger parliament, with research facilities and 
other resources for proper scrutiny of the proposals and performance of the executive, will 
ultimately be crucial for improving governance in general and budget performance in 
particular.  

Despite the importance they attach to “good governance”, donors have practically ignored the 
legislature and its need for capacity development, while concentrating overwhelmingly on 
their relationship with the executive, which has included extensive technical assistance, as 
well as budgetary support and policy dialogue. In the area of public financial management, it 
is noteworthy that all the assistance from donors has been at the technical level within the 
executive, notably through the SISTAFE reform and projects such as FoPOS. No attention 
has been given to strengthening the role of parliament, including its Planning and Budget 
Commission, so that there can be more effective parliamentary oversight of the budget. This 
stands out as a major flaw in donor strategy.  

A new opportunity in this area may now be emerging as a result of the legislature’s adoption, 
in December 2003, of a strategic plan for its future development [AR, 2003]. This might 
provide an opportunity for a group of interested donors to come together to design an 
integrated package of support to parliament, applying a long-term capacity-building approach. 
While this would be much broader in scope than strengthening parliament’s specific role in 
oversight of the PES and OE, the latter should feature prominently, since this is one of 
parliament’s core constitutional functions. In addition, steps need to be taken to lessen the risk 
of parliament becoming sidelined by the joint government-donor reviews. Although, by the 
very nature of the aid relationship, the executive is the privileged interlocutor of donors, some 
measures could be taken to ensure that parliamentarians are kept adequately informed and 
have an opportunity to express their views on what is being negotiated.111   

As part of the process of building stronger agencies of restraint, it is also important to 
consider the role of decentralization.  To date, decentralization has been limited to the 33 
urban autarquias and even there the responsibilities transferred to the conselhos municipais 
have been quite modest. The government seems to be set against extending decentralization to 
the rural areas, due to perceived political risks, and does not seem interested in deepening 
decentralization (by the devolution of more substantial competencies) even in the urban areas. 
At best, it might be possible to open breaches in this resistance to decentralization, for 

                                                 
111 Some specific suggestions are made in the “learning assessment” of the 2004 joint review [Harding 
and Gerster, 2004a]. 
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example the introduction of consultative mechanisms at district level (considered in the 
discussions on the regulamento for the Law on Local State Organs) and the use of 
participatory planning methods, even though these are applied at present mainly for project 
funded investments rather than OE resources.   

Even more important, at a deeper societal level, will be the empowerment of the mass of the 
population, including the poor, so that they have the capacity to obtain access to information 
and ideas, organize in support of their rights and give voice to their concerns, and can thereby 
influence government policy and performance. Particularly important will be the development 
of the media (in particular radio because of its wide public reach) and representative, 
associative types of organizations, including peasant farmers’ associations and trade unions. 
Certain professional associations, such as AMECON, and civil society networks like the G-20 
could also begin to play a critical role in developing a wider public debate on important policy 
issues, including issues concerning the budget. Ultimately, however, a major strengthening of 
the demand from civil society on the government for improved performance is likely to result 
mainly from structural changes -- reductions in poverty, illiteracy and vulnerability – as the 
country reaches higher levels of economic and social development. 
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