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This component ensures that the knowledge and experiences generated by the project are 
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2. 

3. 

4. 

5. 

6. 

7. 

8. 
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plan for the following year per the MoU, not later than October 3 1 in each fiscal year, 
and is to implement the plan approved by the Bank; disbursement percentages for 
each year will be determined by the Bank on the basis o f  this plan. 

External auditors for the project are to be hired (within 3 months o f  effectiveness). 

Guidelines and templates are to be elaborated and disseminated by districts for the 
publication o f  information related to their annual investment plans, budgets, 
execution, contracts and audits (within 6 months o f  effectiveness). 

An analysis o f  the operation and maintenance (O&M) requirements for district 
infrastructure and o f  the budget implications o f  the DPFP National at Central, 
Provincial and District levels i s  to be carried out, with the objective o f  formulating 
recommendations for a short-, medium-, and long-term sustainability strategy (by 
December 3 1 , 2010). 

A study is to be undertaken o f  the legal and institutional requirements applicable to 
districts in the areas o f  local strategic and operational planning, budgeting, 
management and execution, accountability, and internal control and audits; on the 
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20 10). 

A framework i s  to be prepared and adopted for the assessment and management o f  
environmental and social aspects o f  district-level investments, in order to ensure that 
these investments are developed and implemented in an environmentally and socially 
sound and sustainable manner (by December 31, 2010); an evaluation o f  districts’ 
application o f  this framework i s  to be carried out (by December 3 1 , 2012). 

Two studies on community participation in district planning are to be conducted (by 
December 3 1 , 201 2, and December 3 1,20 14, respectively). 

All district technical consultant staff contracted under the project and financed out o f  
the proceeds o f  the financing are to  be included in the c iv i l  service payroll within two 
years o f  their initial recruitment. 

An evaluation o f  technical assistance (TA) is to  be conducted, using independent 
consultants provided under the project (by June 30,2012). 

10. An SMPD report on districts’ and provinces’ relative performance i s  to be published 
annually, commencing with fiscal year 201 1 (by July 3 1 o f  each year, covering the 
previous year’s performance). 

Special events o f  suspension 

1. The International Development Association determines that an event has occurred 
that makes it unlikely that the government’s program (as outlined in its Letter o f  
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Sector Commitment) or a significant part o f  it wil l be carried out. 

Retroactive financing up to an aggregate o f  US$lOO,OOO equivalent will be allowed for eligible 
expenditures paid prior to the date o f  the Financing Agreement but on or after January 1 , 201 0. 
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I. STRATEGIC CONTEXT AND RATIONALE 

A. Country and sector issues 

1. Despite the last decade’s sustained high economic growth rates and concomitant 
reduction in absolute poverty, Mozambique remains a very poor country, one where the majority 
o f  people live in rural areas and depend on agriculture for their livelihood. Access to public 
services i s  severely limited in many rural areas, and human development in Mozambique, 
although improving, remains low compared to other countries in southern Africa. To address 
rural poverty and to bring the management o f  public services closer to the people, the 
Government o f  Mozambique (hereafter, the government) has chosen decentralization as an 
explicit method for achieving many o f  the objectives o f  i t s  second Poverty Reduction Strategy 
(PRSP or PARPA II), including i ts  vision o f  districts as the “polo de desenvolvimento” (Pole o f  
Development). 

2. A free-standing decentralization policy does not yet exist, but the core principles o f  one 
may be found within the Constitution o f  Mozambique. However, to make the policy objectives 
more specific and practical, the government i s  preparing a decentralization strategy, expected to 
be approved by the Council o f  Ministers in 2010, which will consolidate the government’s 
approach to decentralization. The National Decentralized Planning and Finance Project (N- 
DPFP) i s  considered a critical cross-cutting program for putting into practical application the 
Constitution, the Poverty Reduction Strategy (PARPA), and the forthcoming Decentralization 
Strategy, as well as supporting the implementation o f  other recent legislation such as the Law on 
Local Organs o f  State (LOLE) and the State Financial Administration System (SISTAFE) at the 
local level. These last two laws provide the legal basis for the approach to decentralized planning 
and public financial management in Mozambique and, while implementation has been piloted in 
some provinces, N-DPFP wi l l  scale up and harmonize implementation across all 128 existing 
districts in all o f  the 10 provinces. Since along with other donors the IDA credit wi l l  finance N- 
DPFP, the project i s  referred to as “the project” in the PAD. 

3. Capacity constraints in the public sector are one o f  the major bottlenecks in Mozambique. 
Mozambique has embarked on an ambitious Public Sector Reform Program which i s  central to 
the country’s medium- and long-term development strategy. The proper functioning o f  state 
bodies and their ability to deliver public services to citizens are a cornerstone o f  PARPA. The 
gradual process o f  decentralization, and N-DPFP in particular, i s  the main tool o f  government 
policy to pursue all o f  these PARPA goals at a local level. 

4. The process o f  decentralization in Mozambique i s  therefore nested within this context o f  
public-sector reform. The model o f  decentralization and deconcentration adopted in 
Mozambique, and the concept o f  local governance, stems from the early period o f  national 
independence. Elected municipal governments were established under the municipal framework 
law o f  1997 in 33 areas with urban features, while provinces and administrative districts were set 
up as deconcentrated entities in the rest o f  the country, with appointed administrations. In 2008, 
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the 33 municipalities defined in 1997 were expanded to 43. I t  should be noted that unlike many 
o f  Mozambique’s neighbors, particularly those with British colonial legacies, there was not a 
strong tradition o f  local government in Mozambique and, therefore, district capacity after the 
peace accord was almost nonexistent. 

5. The deconcentration o f  functions to the districts has gained momentum since the passing 
o f  LOLE in 2003 and i t s  regulation in 2005. The LOLE provides the legal framework for district 
government and builds on the Constitution by indicating a model for participatory governance. 
This emphasizes the role o f  districts as development poles and i s  the foundation o f  the planning 
system in Mozambique. The LOLE provided the impetus for reforming districts to be more 
service-oriented and gave them the status o f  “budgetary unit” for the f irst time. As a result, 
districts became the recipients o f  small direct fiscal transfers to support their recurrent and 
investment budgets for the first time in 2006, replacing the previous discretionary allocation o f  
funds by provinces. 

6. The LOLE provides the basis for the model o f  deconcentrated planning that underpins the 
proposed project, as it designates the district government as the local state body empowered to 
carry out the government’s program and i t s  annual Economic and Social Plan at the local level. 
The district planning process i s  further detailed in the regulation o f  the LOLE (decree 11/2005). 
In terms o f  participatory strategic planning, LOLE requires each district to elaborate a five-year 
strategic and development plan, called Plano Estratkgico de Desenvolvimento Distrital (PEDD). 
The elaboration o f  these plans was f i rs t  piloted in 1995, and most districts now have five-year 
strategic plans approved. Some o f  the pilot districts have evolved beyond their first plan and are 
on second or third generation strategic plans. These plans, together with provincial and central 
level sector and strategic plans provide the basis for annual planning and budgeting via an 
operational plan and budget known as the Plano Econdmico Social e OrCamento Distrital 
(PESOD). However, these are recent phenomena at the district level and they are currently 
extremely limited in coverage and quality. As Mozambique pursues decentralization through 
deconcentration o f  resources and competencies, the districts have become an increasingly 
important government sphere. The project wi l l  therefore support the development o f  the strategic 
and annual operational plans to improve the quality o f  the planning process and the plans 
themselves, the harmonization between district level planning and planning at the provincial and 
central levels, and harmonization with sector plans. In this way, the project strengthens 
integrated territorial and sectoral planning throughout the country. It should be noted, however, 
that according to the Medium-Term Expenditure Framework (MTEF), the total discretionary 
budget allocation to districts will remain less than 3 percent o f  the national budget through 2012. 

7. The decision o f  the government to formulate N-DPFP i s  predicated on the need to 
consolidate and implement these recent developments in the legal framework and to mainstream 
and harmonize the lessons learned from the partner-supported decentralized planning and finance 
projects. The introduction o f  the District Investment Budget, combined with increasingly 
deconcentrated sector funds, has meant that N-DPFP can now focus on technical support to assist 
districts in elaborating and managing the implementation o f  district plans rather than providing 
funding for the investments themselves. Implementation o f  plans will be funded by the districts 
and sectors as part o f  the budget and planning system o f  the government. The Letter o f  Sector 
Commitment, signed in January 2010, sets out the government’s perspective and i t s  commitment 
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to gradual decentralization in Mozambique (see Annex 14). I t  lays out the recent developments 
and commitments that were met during the first project, and sets out the government’s vision for 
the next five years along with key aspects o f  its planned decentralized planning and finance 
program going forward. It clearly shows that the Government i s  committed to decentralization 
and has a vision supported under N-DPFP. 

8. In addition to the planning process, the project will support improvements in public 
financial management at the district and provincial levels, a major focus o f  DPFP-Centro 
(Mozambique’s previous IDA-financed project) and considered generally successfbl. Since 
2002, finance administration has been guided by SISTAFE and i t s  subsequent regulations 
(2004). The SISTAFE law is aligned with international good practice and sets out a vision for 
sound public financial management in Mozambique. It covers the five main areas o f  public 
sector budgeting, treasury operations, accounting, f ixed asset management, and internal control 
(known as ‘sub-systems’ o f  SISTAFE). Implementation is carried out through the state financial 
management system known as e-SISTAFE. This i s  an electronic system that the government i s  
rol l ing out throughout the country on i t s  computer network. By the end o f  2008, e-SISTAFE 
coverage included al l  central-level ministries, al l  10 provincial governments, and 50 o f  the 128 
districts. Further roll-out to the districts i s  planned for the coming years, depending o n  
improvements to electricity, telecommunication connections and the expansion o f  the banking 
network in the districts. For the remainder o f  the districts, transactions are undertaken manually 
at the district level and entered into the treasury sub-system module at the provincial level. The 
implementation and putting into application o f  the SISTAFE law can be done manually for 
districts where electricity is a problem. So far, experience from the project level has shown that 
roll-out o f  the SISTAFE law with the necessary support (and e-SISTAFE where available) has 
had a positive impact on improving financial management, whether or not management was on 
e-SISTAFE, at the district level. The project will therefore continue to support the districts and 
provinces in the strengthening o f  public financial management in order to continue to improve 
and scale-up operationalization o f  these laws. The project i s  not, however, responsible for the 
rollout o f  the e-SISTAFE in districts as this is part o f  another program. 

9. It is important to note from the outset that N-DPFP i s  not envisaged as a policy-oriented 
decentralization project, but is focused on technical assistance and capacity building to replicate 
and scale up good practices, carry out the many legal and policy changes, and cover al l  districts 
in the 10 provinces to ensure that lessons learned from the first years o f  implementation o f  the 
L O L E  and SISTAFE laws are replicated and mainstreamed. This is particularly important in the 
current context, where policy progress is not linear or predictable as is typical o f  many 
decentralization processes. What i s  uncontestable, however, i s  the need to increase the capacity 
o f  districts to  implement existing legislative requirements and to improve basic public sector 
management at a local level. This is critical for improved service delivery at the local level 
irrespective o f  the extent o f  devolution versus deconcentration o f  functions (both o f  which fal l  
under the broader banner o f  “decentralization”). The N-DPFP i s  therefore focused o n  
consolidating and scaling up the necessary skills and systems building approach to date, and 
assisting the government in institutionalizing and implementing many o f  the requirements in the 
L O L E  and SISTAFE laws and regulations, as wel l  as improving the overall intergovernmental 
budget and planning system. 
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10. Development partners, such as the World Bank, UNDPKJNCDF, and the German 
Agency for Technical Cooperation (GTZ) have supported this process o f  decentralization 
through three similar projects since UNDP/UNCDF pioneered support to the district 
governments in Nampula Province in 1998. These projects have supported capacity building for 
district governments with respect to participatory strategic and operational planning, public 
financial management, and the implementation o f  small infrastructure investments. In 2006, the 
financing partners o f  the three projects collaborated with the government in a jo int  review o f  
experience to date, which led to an agreement on the need for a unified national framework o f  
support for planning and finance at the local level. The focus o f  N-DPFP would remain 
strengthening the building blocks o f  any system o f  local government, no matter how devolved, 
including integrated planning and budgeting, accountability and transparency, sound financial 
management, procurement and community participation, and oversight. 

1 1. The new project will support a l l  the strategic priorities o f  the overall public sector reform 
in Mozambique at the district level. It will build on lessons learned from the three partner-funded 
projects that preceded N-DPFP and scale them up to ensure national coverage and a harmonized 
approach. 

B. Rationale for Bank involvement 

12. The Country Partnership Strategy (CPS) for Mozambique 2008-201 1 has been designed 
to complement the government’s second Action Plan for the Reduction o f  Absolute Poverty 
(PARPA 11,2006-09), which aimed to reduce poverty from 54 percent to 45 percent in 2009 and 
to  promote rapid, inclusive, and sustainable growth. PARPA I1 focuses particularly on 
development at the district level, the creation o f  an enabling environment for economic growth, 
an improved financial management system, the promotion o f  small and medium-size enterprises, 
and improved management o f  internal and external revenues. 

13. The CPS i s  aligned with PARPA and rests on three pillars: (i) increased accountability 
and public voice, (ii) equitable access to key services, and (iii) sustainable and broad-based 
growth. N-DPFP will directly contribute to  achieving results in al l  three pillars through i t s  focus 
o n  improving local service delivery, achieving better public financial management, and 
strengthening good governance and stronger citizen oversight. 

14. Through N-DPFP, the World Bank will contribute to the consolidation and deepening o f  
the results and good practices achieved to date and their further integration into the national 
system o f  planning, management, and service provision at the local level. N-DPFP will provide 
much needed technical, methodological support for the change management process and 
strengthen the local foundation for deconcentrating sector competencies and functions already 
under way or being considered by sector ministries. 

15. The World Bank i s  considered a key partner by the government as wel l  as the other 
development partners, and it brings significant technical knowledge about public sector reform 
processes, decentralization, governance, and accountability that are crucial for this project and 
most other projects in the portfolio. The World Bank has been closely engaged with the 
government on the policy and practical requirements for strengthening the capacity o f  both 
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districts and municipalities since the mid-1990s and i s  widely considered the major partner in 
this area. W h i l e  N-DPFP is focused on capacity building, the IDA team is actively engaged in 
the policy dialogue on decentralization as the agenda unfolds and facilitates the synergies 
between the N-DPFP and numerous other World Bank financed projects in Mozambique, 
including such cross-cutting ones as Public Sector Reform (PSR), rural development, and Public 
Financial Management (PFM) (including audits), as wel l  as the many sector programs that are 
increasing targets for deconcentrated service delivery. 

C. H i g h e r  level objectives to which the project contributes 

16. N-DPFP will assist in strengthening, expanding, and harmonizing the experiences and 
methodologies o f  the existing projects into a national integrated project for participatory 
planning and development at the district level. Experience to  date demonstrates that (i) 
significant improvements can be made in the capacity o f  district governments to plan, budget, 
and execute local development initiatives in a transparent manner; (ii) positive impacts can be 
achieved for local economic development through stimulation o f  demand for locally produced 
goods, services, and local infrastructure; and (iii) success can be gained in stimulating local 
accountability by supporting the creation o f  local consultative councils now functioning in most 
districts and recently enshrined in legislation. 

17. The project supports the results o f  al l  three pillars o f  the existing Country Partnership 
Strategy (CPS) for Mozambique. The pillar for increased accountability and public voice includes 
outcomes related to improved planning and budgeting at the central, district, and municipal 
levels, improved government fiduciary systems, and improved government information and 
communication systems. The project directly contributes to al l  o f  these outcomes by focusing on 
strengthening the national system o f  planning and budgeting, with a specific focus on district 
level plan elaboration and implementation. Further, in terms o f  public financial management, i t 
will strengthen fiduciary systems at the local level and includes support to the Tribunal 
Administrativo (TA) and Inspecqio Geral de Finanqas (IGF) for external and internal controls at 
the district level. The project also contributes to  the development o f  a national system o f  
monitoring and evaluation o f  government performance at the deconcentrated level that will 
facilitate improved flows o f  information and knowledge relating to development outcomes and 
constraints between different tiers o f  government. 

18. Improving communication between citizens and government is an explicit strategy o f  the 
project in order to ensure increased demand for accountability, and communication systems and 
strategies are an integral part o f  the design. Pillar I1 o f  the CPS is the long-term goal o f  projects 
such as N-DPFP, which support equitable access to key public services. The project contributes 
to this long-term goal by supporting the elaboration and implementation o f  participatory district 
development plans and budgets that address service delivery challenges at the decentralized level 
with improved bottom-up planning. The project also contributes to the harmonization and 
alignment o f  district level plans and budgets with provincial, sectoral, and national plans. As 
decentralization advances, the project will focus increasingly o n  working with the service 
delivery sectors to further target services in accordance with local priorities. 
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19. By supporting strategic and operational district planning and subsequently improving 
local infrastructure development and service delivery, districts will increasingly stimulate their 
local economies. The project therefore contributes indirectly but significantly to the economic 
growth pillar o f  the CPS. N-DPFP’s objectives are therefore encapsulated in the CPS - improved 
governance and service delivery, increased accountability, and the stimulation o f  local enterprise 
to meet local demand. Lastly, N-DPFP focuses on establishing the foundation at a local level 
upon which sector and private-sector initiatives can build more effectively - namely, public- 
sector capacity building and accountability. 
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11. PROJECT DESCRIPTION 

A. Lending instrument 

20. The lending instrument proposed i s  a Technical Assistance Loan (TAL) to be channeled 
through the National Treasury Account (Conta Unica de Tesouro or CUT) o f  the Republic o f  
Mozambique. The TAL will be the World Bank’s contribution to a Common Fund that will 
finance part o f  the activities under the project. A local investment grant (SIL) was initially 
proposed but ultimately discarded given the technical assistance focus o f  the project and the clear 
absence o f  any physical infrastructure work to be financed through the Common Fund. A 
Development Policy Loan had also been considered but was rejected given the focus on technical 
support rather than on pol icy and a decision to avoid upfront conditionality. 

B. Project development objective and key indicators 

21. The project development objective (PDO) is to improve the capacity o f  local government 
to manage public financial resources for district development in a participatory and transparent 
manner. The PDO is similar to that o f  the previous project (DPFP-Centro) with a focus o n  
strengthening the capacity o f  the district governments. However, it now incorporates an 
increased focus on better integrating district planning and budgeting into the national systems 
and the scaling-up, institutionalization and mainstreaming o f  best practices as important goals for 
the second phase. The PDO was defined and agreed upon by the government and al l  
development partners in a series o f  workshops since late 2006 and finalized in a Monitoring and 
Evaluation workshop held in June 2009. I t  represents a consensus between the views o f  different 
participating agencies. 

22. The main target group for the project is  c iv i l  servants at provincial and district levels 
involved in the consolidation o f  decentralized and participatory planning processes, public 
financial management systems, and the monitoring o f  local development at the district level. The 
project will also support central government through technical support to participating ministries 
and will indirectly support c iv i l  society and the private sector in rural areas through i t s  emphasis 
on voice and on participation in and stimulation o f  local demand and supply. However, the 
ultimate beneficiary o f  the project, as reflected by the goal, is  the population o f  rural 
communities, which should benefit f rom better service provision and increased participation as a 
result o f  the capacity building o f  district governments. 

23. At al l  levels o f  government concerned with district performance, the objective o f  N- 
DPFP is to mainstream and institutionalize improved public-sector management practices 
through mentoring and technical assistance and to ensure the transfer o f  skills and/or integration 
o f  such assistance into the system in a sustainable way. Therefore, full ownership o f  technical 
assistance and i t s  integration into government institutions and reporting systems i s  critical. 
Progress toward the project’s objectives will be measured annually through key performance 
indicators (KPIs) detailed in the project results framework matrix (see Annex 3). 
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Key performance indicators 

24. N-DPFP has a strategy for monitoring and evaluation that has been developed over a 
number o f  years and consolidated into a Results Matrix, Monitoring Plan, and Evaluation Plan 
(see Annex 3 and Operations Manual). 

25. The Results Matrix and Monitoring Plan build on extensive consultation and prior 
experience in monitoring within the government and partner community. The Results Matrix was 
finalized in a collaborative workshop in June 2009. I t  incorporates the key performance 
indicators for the project by objective and by component outcome. These indicators were also 
selected to be measurable from the outset, and to the extent possible can be drawn from existing 
systems such as e-SISTAFE or monitored through existing reporting mechanisms. 

26. The PDO indicators were selected to reflect the overall objective o f  the project, namely 
the improvement in the ability o f  district governments to manage public resources, partly through 
the inclusion o f  mechanisms to enhance transparency and community participation. The 
component indicators provide intermediate outcome indicators that contribute to the overall 
PDO. The PDO indicators are therefore: 

- 
1 

2 

- 
3 

- 

PDO Indicator 

Number o f  districts with more than 90% 
budget execution o f  their district operational 
plan and budget (PESOD) 

Number o f  districts with annual PESOD 
execution report publicly displayed and 
discussed by district councils in accordance 
with guidelines 

Number o f  districts that report on district 
performance in decentralized planning and 
finance through the District Performance 
Monitoring System (SMPD) 

Use o f  Results Information 

Contributes to an improvement o f  plan 
quality and efficiency in plan execution 

Contributes to improved transparency and 
community oversight o f  both strategic and 
operational plan implementation 

Enables all involved institutions at the 
provincial and district level to understand 
in detail how their performance affects the 
overall functioning o f  the five 
decentralized planning and finance district 
processes and to define actions to improve 
such performance 
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C. Project components 

27. N-DPFP scales-up and harmonizes existing approaches to district planning and 
development such as the elaboration o f  the five-year strategic plans (PEDD) and the annual 
operational planning and budgeting instrument (PESOD) as piloted by several development 
partners, including IDA. N-DPFP will further develop and implement existing policies and 
regulations with a focus on institutional strengthening and systems development and capacity 
building at the district, provincial, and central levels o f  government. In contrast to previous 
projects, N-DPFP will cover al l  128 districts in the 10 provinces o f  Mozambique. Technical 
assistance will be provided through the project at the central and provincial levels o f  the 
administration for both strategic and operational planning and management. 

28. The project structure is multi-sectoral and designed to promote an integrated, territorial 
approach to  district planning and financial management. The design has evolved based on 
experience and the evaluation o f  lessons learned and needs expressed in a series o f  workshops 
with representatives from central, provincial, and district government and c iv i l  society, as well as 
development partners and technical consultants. The core themes o f  planning and budgeting, 
financial management, participation and accountability are reflected in activities at both central 
and local government level, with central-level activities designed to support delivery and 
implementation at the sub-national level. In this sense, the project was conceived to reflect the 
functional differentiation between various tiers o f  government, with central government 
institutions playing a pol icy development, supervisory, regulatory, and monitoring role and 
provincial and district institutions involved more directly in implementation and monitoring. 

29. The N-DPFP approach provides support to provincial and district Governments to fulfill 
their mandates in relation to a set o f  “core processes” in local strategic and operational planning, 
budgeting, management and execution, accountability and “control” (audits). All o f  these have a 
legislative basis (under LOLE and SISTAFE laws) but there i s  a need for capacity development 
and practical implementation, which have been very l imited in practice. The project provides 
technical assistance to  central government institutions to support these core processes by 
ensuring that there is an appropriate and conducive pol icy and legal framework for them, 
adequate development o f  methodological instruments, and other guidelines, and by strengthening 
the institutional capacity for project management, knowledge management, and training. 
Technical assistance is a vital part o f  the project; central and provincial government will play a 
key role in the management, evaluation, and quality assurance o f  technical assistance. 

30. The project has the following seven components. The f i rst  six components will be 
financed by IDA together with certain co-financiers under a pooled arrangement (Le., 
Netherlands, Ireland, and Switzerland, known here as “Common Fund Partners”); the seventh 
component will be financed outside the pooled arrangement by the other cofinanciers (UNDP 
and the German Agency for Technical Cooperation or GTZ, known here as “Non-Common Fund 
Partners”). 

Component 1: Improving National Support Systems (Estimated full cost US$3.9 
million, of which IDA UW3.2 million). This component consists o f  technical assistance 
to the central and provincial level to further develop and strengthen national systems 
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designed to facilitate decentralized planning and finance and the integration o f  local 
planning instruments into the national planning cycle in ways that are technically, 
economically, financially, environmentally, and socially sound. I t  will also inform policy 
formulation for decentralization through the provision o f  analyses and experiences on the 
ground. The component will support activities to help develop policy and legal 
instruments as well as methodologies, guidelines, manuals, and the system for monitoring 
and evaluation o f  the five district planning and finance processes. It will further support 
activities at a central level that aim to strengthen human resources management at the 
district and provincial level through the development o f  training programs, curricula, and 
the training o f  trainers for the “core processes” at the district level. 

Component 2: Strengthening Participatory Planning and Budgeting (Estimated full 
cost USU3.2 million, of which IDA USU0.4 million). This component will focus on 
improving the quality and scaling up coverage o f  the five-year district strategic 
development plans (PEDDs) and the development, scaling up and quality o f  the annual 
district operational development plans and budgets (PESODs). I t  will strengthen 
community participation in the planning and budgeting process by strengthening the 
capacity o f  local consultative councils and the district governments to effectively 
participate in this process. This i s  a highly resource-intensive component given the need 
for direct training and technical assistance to all provincial and district planning teams on 
the many modules for development o f  the PEDD and PESOD. I t  also targets consultative 
council members and other district officials. 

Component 3: Enhancing Management and Implementation Capacity (Estimated 
full cost US$11.6 million, of which IDA US$9.2 million). This component implements 
the systems and tools developed by components 1 and 2 at the district level. It supports 
the management and execution o f  the PEDD and PESOD by (i) improving the capacity o f  
districts to implement public investments in various sectors at the local level; (ii) 
providing training to civil servants in administration, financial management, procurement 
and revenue collection, and safeguards, and (iii) implementing the national system o f  
monitoring and evaluation at the local level. This component integrates training modules 
and manuals on HIV/AIDS as part o f  the district and provincial planning process. 

Component 4: Strengthening Oversight and Accountability (Estimated full cost 
US$0.4 million, of which IDA US$0.3 million). This component supports activities that 
strengthen the internal inspection and external auditing o f  financial management and 
administrative procedures to promote greater transparency and public accountability by 
(i) extending the coverage o f  inspections and audits in provinces and districts; (ii) 
strengthening the internal control system in provinces and districts; and (iii) improving 
the participation o f  citizens in the oversight o f  public management. Further, the 
component supports intergovernmental coordination o f  key actors in internal and external 
audit control and strengthen the dissemination o f  the results o f  the control process in an 
accessible manner. This component wi l l  be complemented by another Common Fund for 
the Tribunal Administrativo under a separate project, known as PLACOR, which i s  
financed by Netherlands, Sweden, Finland, and Germany. Activities under this 
component wi l l  therefore be coordinated closely with the activities under PLACOR. 

10 



Component 5: Knowledge Management (Estimated full cost US$0.5 million, of which 
IDA USs0.4 million). This component ensures that the knowledge and experiences 
generated by the project are collected, systematized, and disseminated so as to ensure 
continuous learning and influence policy development through demonstration. This will 
ensure that the development o f  national policies and strategies can increasingly be based 
on tried and tested practices and accumulated knowledge at the local level. These will be 
disseminated through a range o f  instruments including good practice notes, a website, 
case studies, use o f  other I C T  options (e.g. radio) and peer review mechanisms. 

Component 6: Effective Project Management and Coordination (Estimated full cost 
USs4.8 million, of which IDA US$3.9 million). This component strengthens the 
capacity o f  government at the central and provincial levels to manage and institutionalize 
the project. It provides technical assistance to strengthen the capacity o f  the 
Decentralized Planning Department which has been created within the Ministry o f  
Planning and Development (MPD). This department i s  part o f  the new organizational 
structure for MPD that was formalized during project preparation. Since it i s  a new 
department, there will be a need for long-term technical advisors to strengthen its 
capacity to plan and manage the project as well as handle monitoring and evaluation. 
This component will support these key functional areas. It will also coordinate key sector 
ministries in their management and participation in the project. It has been well 
documented that the success or otherwise o f  a decentralization project depends 
considerably o n  the capacity o f  the central government to manage the process effectively. 

Component 7: Activities Funded Outside o f  the Common Fund won-IDA USS8.6 
million). This component will involve a targeted program o f  capacity building in 
selected provinces to facilitate further decentralized planning and finance at the 
provincial and district levels in these provinces, and which will be integrated into the 
other six components. The details o f  these activities are set out in Annex 16. 

IDA will also finance the refund o f  the PPA (US$2.0 million) as wel l  as the contingency 
(US$l .O million). 

D. Lessons learned and reflected in the project design 

31. The N-DPFP scales up the first DPFP financed by the World Bank, known as DPFP- 
Centro (2003-2009). The World Bank has also financed municipal projects in Mozambique, 
including the Municipal Development Project (2003-2007) and the Maputo Municipal 
Development ProgradPROMAPUTO (2007-20 10). These projects have al l  contributed 
significantly to the establishment o f  the legal and institutional frameworks for local government 
in Mozambique and the establishment o f  good practices for local governance, particularly 
participatory planning and budgeting and improvements in financial management, procurement 
and accountability. There are many lessons to be learned from these experiences as wel l  as others 
in Mozambique, including the two projects most similar to DPFP-Centro that were reviewed 
joint ly in 2006 - GTZ-PRODER and DPFP-Norte (financed by UNDP/UNCDF with support 
from Ireland, the Netherlands, Norway, Sweden, and the Swiss Development Cooperation 
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(SDC)) - when the government and i t s  development partners agreed to scale up and establish the 
national project. Lessons have also been drawn from a growing body o f  practice in World Bank 
local government and social accountability programs in Africa. A number o f  these lessons are 
summarized below. 

32. Political leadership from the government is a necessary precondition for preparation, 
I t  i s  critical that there be commitment to improving good governance and community 
participation and oversight over the long term and that this be evident through the evolution o f  
policy over time. As i s  evident f i om many countries, the development o f  a decentralization 
policy i s  rarely a linear process and often spans many political cycles. Decentralization i s  also 
not an end in itself, and any support for it must be predicated on improving service delivery at a 
local level. Projects must therefore be flexible enough to actively promote policy progress with 
respect to decentralization when the context is  conducive and to  focus on consolidation and 
capacity building o f  local government when policy evolution is slow or comes temporarily to  a 
stop. As clearly set out in the Letter o f  Sector Commitment, government has taken various 
legislative and policy steps to show its commitment to  gradual decentralization and this is also 
regularly reflected in political speeches and statements by the President. 

33. Focus on institutional and financial reform should be balanced with service delivery 
improvements. Concerns over decentralization generally focus on a lack o f  capacity at the local 
level. Experience shows that capacity can be developed and strengthened only where local 
governments are provided with some resources and technical assistance through “learning by 
doing.” This is similar to the experience o f  national sector ministries. Channeling too many 
investment funds through local government in the early years can be counterproductive, but there 
needs to be sufficient incentive to motivate local officials and to give the local planning process 
credibility among citizens. 

34. Management and implementation capacity should be established within the structure 
of the government itself and supported by advisors who report within government structures 
under clear terms of reference. Furthermore, as long as projects are perceived to provide 
parallel systems and staff, the incentive (and discipline) to  fully integrate project functions into 
the regular duties and functions o f  c iv i l  servants and senior Government officials is significantly 
undermined. It i s  important to recognize that this institutionalized approach may require more 
time to achieve outcomes than one in which project management un i t s  are established, and may 
result in early implementation difficulties, but benefits tend to be longer term and therefore more 
meaningful and sustainable. 

3 5 .  Emphasize accountability - upward and downward. Lessons learned from DPFP-Centro 
and other projects in Afr ica include the importance, and challenges, o f  improving upward and 
downward accountability. Upward accountability includes audits o f  local government, which i s  a 
powerful instrument for improved financial management. The DPFP-Centro pioneered district- 
level audits (through the Tribunal Administrativo) which strongly demonstrated the positive 
impact o f  an audit component, although the dissemination o f  results in an accessible format 
remains weak, despite some technical efforts to improve it, and will require strong political 
leadership to be successful. Initial experiences with financial audits and experimentation with 
citizen report cards and consultative councils offer some positive signs and much to build on. 
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Both the Tribunal Administrativo and the IGF will play a crucial role in accountability, and the 
lessons learned from previous projects show the benefits in supporting these institutions. 

36. Productive investments need differentiated strategy. N-DPFP will provide capacity 
building support to complement the investment budget allocation through sectors and also 
directly to districts via the national budget. In 2006, a district budget transfer called the OIIL 
(Orqamento de Investimento de Iniciativa Local) was introduced for social and economic 
infrastructure, but this was re-orientated in 2007 at a political level to.focus more on food 
security and income-generating activities. Lessons learned from other countries suggest that it i s  
better to separate funds for productive investments and to allocate their management to 
specialized instrumentdagencies. Experience indicates that unless such specialized arrangements 
and agencies exist, there i s  a high risk that productive investment funds can be diverted to private 
goods, thereby undermining the legitimacy o f  the participatory planning process and potentially 
fueling corruption. 

37. In 2006, the OI IL consisted o f  an equal transfer o f  7 million meticais per district (ca. U S  
$280,000) to be allocated according to the district development plan. In 2007, the transfer was 
further refined to reflect the political priorities for food security and income-generating activities. 
The transfer was split into two parts: (i) one part, for food security and income-generating 
activities, continued under the name “OIIL” and allocated via the aforementioned formula; and 
(ii) in addition, an investment transfer known as the “delta” was introduced to finance locally 
determined infrastructure investment priorities. This delta i s  more in line with good international 
practices and reflects the lessons learned by the DPFP Norte and the DPFP-Centro. The delta i s  
allocated on an equal basis and amounted to 2.35 million meticais in 2008 (approximately US$ 
95,000) per district. 

38. Policy dialogue continues on the nature o f  the OIIL and the delta, and i s  discussed further 
under Annex 1 and in the Letter o f  Sector Commitment. For the period 2010-2012, the 
government has made provision in the Medium-Term Expenditure Framework (MTEF) for an 
increase o f  more than 50 percent in the overall value o f  this allocation, subject to the priorities 
defined in the government’s program for 20 1 0-20 14 and prevailing macroeconomic 
circumstances. 

E. Alternatives considered and reasons for  rejection 

A full decentralization project 

39. Under ideal circumstances, N-DPFP would have been broadened into a more 
comprehensive decentralization project in this phase that dealt not only with district management 
capacity but the degree to which sector competencies, functions, personnel, and resources could 
be decentralized, deconcentrated, or delegated. Whi le these were included in the public sector 
reform program in Mozambique, they have not yet been accomplished, although some progress 
i s  being made, albeit slowly, in a few sectors such as education, health, agriculture, water, and 
roads. The government will adopt a Decentralization Strategy during 2010 that should provide 
greater clarity on these matters. The IDA team therefore concluded that the current 
circumstances in Mozambique are not conducive to a full decentralization program with a strong 
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policy focus. Instead, the continuation o f  a focus on capacity building and a bottom-up approach, 
which has already proved very adept at influencing government thinking and policy, was thought 
to be more effective. I t  i s  also important for N-DPFP not to overlap but to coordinate with the 
decentralization policy elements in the PSR program. Crucially, capacity building remains key to 
improving local development outcomes irrespective o f  whether there i s  rapid decentralization or 
a more gradual process o f  deconcentration. 

Withdrawal from DPFP andpursuit of policy dialogue 

40. Given some o f  the risks in the pre-election political and policy context for 
decentralization, the team considered withdrawing from the project and remaining engaged to the 
extent possible through the Poverty Reduction Support Credit (PRSC) and other forums for 
policy dialogue. The upside o f  this was the potential to influence policy reform. The downside 
was that in Mozambique the rules o f  engagement on the PAFPRSC are extremely restrictive in 
terms o f  indicators, and the commitment to make this a priority i s  not apparent. More 
importantly, taking a purely policy approach may result in recent gains at a capacity level being 
eroded. In the current context, where detailed policy dialogue i s  unpredictable, the most 
appropriate way forward i s  to focus on consolidating and scaling up the capacity building 
approach adopted to date, and assisting the government in institutionalizing and implementing 
many of the obligations in LOLE and SISTAFE, as well as improving the overall 
intergovernmental budget and planning system. Finally and importantly, remaining engaged in 
the DPFP also allows the World Bank to retain a seat at the policy table on policy and 
institutional issues related to decentralization. 

Approaches to national DPFP 

41, Within the framework o f  a National DPFP, a number o f  options were also considered and 
rejected. One option considered was for the various partners to finance “thematic components” 
o f  the project in line with their core competencies and areas o f  experience and strength. For 
example, the World Bank would scale up some o f  the fiduciary capacity building activities o f  
DPFP-Centro to the rest o f  the country, while the German Agency for Technical Cooperation 
would focus more on community participation. However, MPD felt  strongly that experience 
showed that managing by province rather than by theme made more sense and would be less 
disjointed given the nature o f  the project, and the thematic approach was therefore discarded. 
The debate was also influenced by the geographic limitations o f  certain partners’ contributions. 
Another proposal was for the Bank to provide parallel financing, possibly through additional 
financing rather than a new project. However, the Government o f  Mozambique, development 
partners, and the World Bank country management team requested that N-DPFP use a Common 
Fund mechanism that would be better suited to a national project in terms o f  coverage and 
programmatic approach and would provide scope for greater harmonization. 

42. As a result o f  a thorough assessment o f  these various options, it was agreed that the most 
appropriate alternative would be a follow-up to DPFP-Centro that would take the form o f  a 
scaled-up capacity building TAL financed by a Common Fund, with limited ambitions on a 
policy level but a strong focus on consolidating the implementation o f  recent legislation and 
improving the intergovernmental planning and budgeting system and public financial 
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management by the districts. The focus o f  the project would remain the strengthening o f  the 
building blocks o f  any (deconcentrated or decentralized) system o f  local government, including 
integrated planning and budgeting, accountability and transparency, financial management, 
procurement, community participation, and oversight. 

111. IMPLEMENTATION 

A. Partnership arrangements 

43. The N-DPFP wi l l  be cofinanced by several international and bilateral development 
agencies. These include the German Development Cooperation (KfW and DED), Irish Aid, the 
Netherlands, the Swiss Development Cooperation, and UNDP. The financing o f  part o f  the 
project (Components 1 to 6) will be in the form o f  pooled financing in a Common Fund and will 
be on budget and on CUT (Conta Unica de Tesouro, the national treasury account). The 
cofinanciers that wi l l  pool their financing in the Common Fund are referred to as “Common 
Fund Partners” under the MoU. The other cofinanciers, known as “Non-Common Fund Partners” 
(UNDP and German CooperatiodGTZ) will finance Component 7 o f  the N-DPFP outside o f  the 
Common Fund through two separate mechanisms: (i) in-kind (direct) contributions and (ii) cash 
contributions. The World Bank financing will be pooled with the financing from other Common 
Fund Partners in the Common Fund. There i s  also a separate project (with a separate Common 
Fund) to assist the Tribunal Administrativo (PLACOR), financed by Netherlands, Sweden, 
Finland, and Germany, whose activities will complement N-DPFP activities for audits and 
controls implemented under Component 4. 

44. The close collaboration between the government and the development partners i s  a 
visible step toward the harmonization o f  interventions. Government and donors invested 
considerable time upfront during the preparation stage to reach an agreement on fundamental 
issues such as procurement, financial management, and disbursement, which will be included in 
a M o U  to be signed with the government and development partners for the financing and 
coordination o f  the project. A draft M o U  has already been finalized and awaits signature (as a 
condition o f  effectiveness). Annexed to the M o U  are the project document and technical notes 
that have been prepared by the government and endorsed by the development partners as a 
group. In an environment o f  harmonization and alignment, the final project appraisal document 
(the PAD) represents consensus and a degree o f  compromise between the World Bank, 
development partners, and the government. 

B. Institutional and implementation arrangements 

45. Despite the relatively narrow focus on planning, budgeting, and public financial 
management, the N-DPFP requires a complex institutional architecture reflecting both the 
horizontal and the vertical institutional linkages that one would expect to find in a 
deconcentrated system. At the national level, MPD i s  responsible for the overall management, 
coordination, and implementation o f  the project, following i ts  institutional mandate. However, a 
number o f  l ine ministries, including the Ministry o f  State Administration (MAE), Ministry o f  
Finance (MF), Ministry o f  Public Service (MFP), Ministry o f  Works and Housing (MOPH), 
Ministry for Coordination o f  Environmental Action (MICOA), and the Audit Office have 
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responsibilities for the implementation and oversight o f  components o f  the project. Further, at 
the sub-national level, in addition to these seven central agencies, all 10 provinces have 
implementation and monitoring responsibilities. The DPPFs are the main implementing agencies 
o f  the project, responsible for coordinating, harmonizing, and monitoring the overall process o f  
planning and budgeting at the provincial level and below. All 128 districts are implementing 
agencies, since they wi l l  each execute a part o f  the project budget in addition to funds transferred 
for plan implementation. 

46. The central institutions (the ministries and the Tribunal Administrativo) are therefore all 
members o f  the supervision committee (CdS), which has responsibility for interministerial 
coordination. These ministries are directly involved in aspects related to decentralized planning 
and public financial management (see Annexes 6-8 for details). 

47. This institutional set-up was discussed extensively with the government and development 
partners. The institutional arrangements had to balance two concerns: on the one hand, the need 
for a simple and manageable set-up, and on the other hand, a respect for the multiple agencies 
involved in decentralized governance across the country. Given that the project i s  a national 
support project, it was felt  that centralizing i t s  implementation in the MPD only, would risk not 
only alienating other key ministries but would also be contrary to the principle o f  alignment with 
government processes and procedures. Similarly, regarding exclusion o f  local governments, it 
was not only felt  to be contrary to both the spirit and the concept o f  the project (i.e., to strengthen 
the capacity o f  local government) but also would have ignored some notable and significant 
transfers in competencies and resources to local government. The aim o f  the project i s  to enhance 
local capacity for implementation, and th is  i s  reflected in the learning-by-doing aspects o f  the 
project. The final institutional arrangement was chosen to balance these realities and concerns. 

C. Monitor ing and evaluation o f  outcomes/results 

48. The N-DPFP has a strategy for monitoring and evaluation that has been developed over a 
number o f  years and consolidated into a Results Matrix, Monitoring Plan and Evaluation Plan 
(see Annex 3). 

49. The Results Matrix and monitoring plan build on extensive consultation and prior 
experience in monitoring within the government and the partner community. The PDO indicators 
were selected as they reflect the overall objective o f  the project, namely the improvement in the 
ability o f  district governments to manage public resources, partly through the inclusion o f  
mechanisms to enhance transparency and community participation. The component indicators 
provide intermediate outcome indicators that contribute to the overall PDO. 

50. One o f  the component indicators for Component 1 i s  the establishment, during the 
project, o f  a District Performance Monitoring System (SMPD) that will be used by the 
government to assess the compliance o f  districts with public resource management procedures as 
well as determine areas o f  weakness that require additional capacity enhancement and other 
forms o f  support. 
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51. The SMPD will build on earlier endeavors by the DPFP-Centro project and UNCDF 
supported system for DPFP-Norte, which developed pi lot M&E systems. The SMPD will 
provide the government with an internal monitoring system that will measure the degree o f  
compliance with legal norms and procedures by al l  central, provincial, and district-level 
institutions involved in implementing decentralized planning and finance. The management o f  
the system will be located in MPD, and the system will be developed in collaboration with the 
MAE and other relevant organizations. The knowledge management component (Component 5) 
will ensure that lessons learned are systematically collected, and will be accessible for use by 
managers and policy makers both during and after the project closes. In addition to the SMPD, 
the electronic system o f  public financial management-e-SISTAFE-will be used to monitor 
some o f  the public finance related indicators. 

52. A comprehensive evaluation plan has been developed to accompany the project to 
generate additional information about the efficiency, effectiveness, and impact o f  the project and 
i t s  components. 

53. In addition, the MPD commissioned a study in 2008 on the National Planning, 
Monitoring and Evaluation System, with special reference to the systems that support the 
government’s Review o f  the Economic and Social Plan (RESP). One o f  the study’s key findings 
i s  that there is a need to build an integrated national monitoring and evaluation system, based on 
existing sector and sub-sector M&E systems, avoiding the development o f  additional systems. In 
this context, the national project will contribute to developing an integrated sector and territorial 
planning and monitoring system for the RESP, which will be located in MPD. The above- 
mentioned SMPD will be one o f  its subsidiary systems, providing the parliament with unique 
information regarding the compliance o f  local government in implementing the decentralized 
planning and finance processes. 

54. In order to achieve these M&E objectives, technical assistance is already in place in 
MPD, supporting the development and reinforcement o f  the above-mentioned systems and tools. 
The Supervision Committee (CdS) will be responsible for ensuring that information from various 
ministries i s  made accessible to MPD in order to ensure completion o f  the Results Matr ix as and 
when required. 

D. Sustainability 

55. Decentralization i s  a central theme in the government’s Public Sector Reform Program 
which i s  currently in i t s  second phase. 
The government through the MPD and MAE has shown i t s  ongoing commitment in the 
preparation phase o f  the project. The N-DPFP i s  mentioned in the strategic plan o f  MAE as an 
important instrument in implementing the government decentralization agenda. However, 
cooperation from some l ine ministries has been fragmented, as i s  typical in many countries due 
to a reluctance to relinquish perceived control and funds from the central level. I t  i s  critical that 
there be improvement in inter-ministerial cooperation among the cross-cutting agencies involved 
in the various themes crucial to N-DPFP. To this effect, the functioning o f  the CdS as the body 
that ensures inter-ministerial coordination i s  essential. In addition to ensuring coordination, the 
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CdS will approve the annual work plan and monitor its implementation. To support the CdS, a 
technical group comprised o f  technical staff from the participating agencies has been established. 

56. I t  i s  critical for a project o f  this nature that sustainability issues concerning technical 
assistance, institutional strengthening, and training be considered at the outset. To this effect, 
government has elaborated and adopted a strategic note on technical assistance, which addresses 
this issue through a two-pronged approach. The first prong is where technical assistance i s  
needed in the short to medium term but will not be necessary in the long term, as skills either 
will no longer be required or will have been transferred. The second prong is the integration o f  
support into the organizational structure o f  the c iv i l  service; the government will assume salary 
responsibility after a period o f  up to two years, an approach that has been effectively piloted at 
the district level with technicians under DPFP-Centro. The issue o f  sustainability has been 
informed by experience with previous donor supported projects. 

57. The programmatic nature o f  the project ensures that activities are integrated into national 
systems, norms, and procedures for day-to-day management and reporting at a l l  levels. In this 
way, the gains from the project will not be project-specific, and this should ensure lasting impact 
beyond the project l i fe .  All instruments developed for use under the project are formal 
government instruments for ongoing use irrespective o f  the project’s continuation. The precedent 
was effectively set by the Guide for Community Participation, which was initiated under DPFP- 
Centro but was issued by the government and subsequently incorporated into law and practice. 
Most activities under N-DPFP require ongoing support and reinforcement over decades in order 
to build capacity (partially due to staff turnover), and any local government capacity 
development project requires a long-term vision and commitment from both the government and 
development partners. 

58. The national government recognizes that building local government capacity is a long- 
term, ongoing process, one that usually takes many decades. The N-DPFP, financed by a 
Common Fund, provides for the next five years a common approach to this capacity building by 
the partners and government. As such, it is critical that sufficient financing for both the medium 
term and the long te rm be sought. As with any other long-term program, this financing will 
depend on a conducive policy environment and ongoing commitments from the partners and the 
government. 

E. Critical risks and possible controversial aspects 

59. The overall risk rating o f  the proposed project i s  estimated to be moderate after risk- 
mitigating measures have been taken into account. There are three critical risks to the N-DPFP. 
The first i s  the risk that despite decentralization being an explicit policy objective o f  the 
government, there i s  st i l l  a need to clarify exactly how this will unfold, that is, in terms o f  the 
specific levels o f  decentralization o f  functions and the resources needed by many sectors. 
However, the government is currently finalizing a draft Decentralization Strategy, which will be 
discussed in the country and i s  targeted for formal adoption in 20 10. 

60. The, second risk is one o f  corruption and patronage. This risk has been aggravated by the 
reorientation o f  the O I I L  toward productive activities and income generation in the absence o f  
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very clear guidelines. The government i s  taking steps to develop such guidelines and to revisit 
the institutional set-up o f  the OIIL, with the World Bank actively involved in the discussions. 
The N-DPFP should be seen as even more critical in i t s  ability to  mitigate this risk, given its 
focus on improved planning and budgeting, financial management, internal and external controls, 
and the implementation o f  mechanisms o f  accountability to increase transparency in the use o f  
resources. 

Mitigation 

Decentralization Strategy expected in 
20 10. Explicit commitment o f  
government in LSC, political 
statements and increased actions 
toward decentralization. 

Countrywide improvements in PFM 
and project focus on improving FM, 
procurement and other processes at 
the district level and stronger 
accountability mechanisms. 

6 1. A third risk is the operational risk that the time period for the project will be too short to 
see extensive results achieved across al l  districts or to vastly improve the highly complex 
planning system o f  the government. It i s  important to emphasize that this is a process that 
typically takes decades and that it is critical to reinforce a trend toward improved local public 
sector management over time. Another operational risk is that districts will not allocate sufficient 
amounts o f  their budget allocations to O & M  for local investments, given the increasing mandates 
and limited recurrent expenditure budgets. This is a perennial problem in most countries, and the 
emphasis put on sustainability through revenue generation and a predictable formula for transfers 
i s  an important part o f  the answer, along with community accountability and public sector 
capacity building. Significant progress was made in the previous five-year project and it is 
therefore realistic to expect these gains to be spread to other districts within the timeframe o f  the 
N-DPFP. The procurement risk i s  substantial, given district capacity, but this is the case across 
the country irrespective o f  the project and it i s  part o f  the overall capacity building program for 
procurement in the country, to which N-DPFP contributes and reduces the risk. 

Risk after 
Mitigation 

L o w  

Moderate 

62. The development partners and the government have agreed that this project will focus on 
capacity building and planning but that support for any future projects will be predicated on a 
positive evaluation o f  the political and policy context for decentralization. In this respect, the 
Letter o f  Sector Commitment (see Annex 14) and clarity regarding the Decentralization Strategy 
are important elements. Whilst the level and extent o f  decentralization in Mozambique are 
matters for national determination, as an explicit policy o f  the government i t would be important 
for the government to clarify what i s  meant by decentralization and to specify the implications 
far sectors and lower levels o f  government in order to develop appropriate capacity and 
accountability. 

Risk 

Political will to 
continue and deepen 
decentralization 
policy and action 
declines. 

Corruption at the local 
level increases with 
OIIL. 

Rating 

M o d  era t e 

High 
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F. 

High I Continued small increases in 
resources available to the district level 
as well as improved capacity and 
community oversight. 

Moderate MOU provides mechanisms for 
timely and effective notice and 
resolution of problems as well as 
advance commitment of funds 

Timeframe i s  too Moderate 

Low 

short to see 
comprehensive 
improvements in 
planning and 
budgeting, especially 
for O&M at the local 
level. 

Close supervision and monitoring of 
implementation of the Action Plan, 
including semiannual field 
supervision to carry out post-review 
of procurement actions. To be 
complemented by the transfer o f  
knowledge of the Procurement 
Specialist, targeted at the staff of 

The Common Fund 
does not function. 

Moderate Procurement (overall) 
i s  not performing well 

Substantial Overall Risk Rating Moderate 

Substantial 

L o a d c r e d i t  conditions and covenants 

63. 
Agreement: 

The following events are conditions o f  effectiveness and covenants o f  the Financing 

Effectiveness 

1. 

2. 

3. 

4. 

A financial management (FM) consultant has been hired at the Ministry o f  Planning and 
Development (MPD) to work with the National Directorate o f  Planning (DNP), and FM 
training has been completed. 

A Project Implementation Manual, including FM procedures, and a Procurement Manual 
have been adopted. 

Baseline data for the Results Matrix for a l l  districts have been updated based o n  final 
2009 findings. 

The Memorandum o f  Understanding (MoU) has been signed by al l  the parties. 

Covenants 

1. Recipient i s  to prepare the proposed annual work plan o f  activities and the financing plan 
for the fol lowing year, following the MoU, not later than October 3 1 in each fiscal year, 
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2. 

3. 

4. 

5: 

6. 

7. 

8. 

9. 

and implement the plan approved by the Bank; disbursement percentages for each year 
will be determined by the Bank on the basis o f  this plan. 

External auditors for the project are to be hired (within three months o f  effectiveness). 

Guidelines and templates are to  be elaborated and disseminated by districts for the 
publication o f  information related to their annual investment plans, budgets, execution, 
contracts, and audits (within six months o f  effectiveness). 

An analysis o f  the operation and maintenance (O&M) requirements for district 
infrastructure and o f  the budget implications o f  the DPFP National at Central, Provincial 
and District levels is to be carried out, with the objective o f  formulating 
recommendations for a short-, medium-, and long-term sustainability strategy (by 
December 3 1 , 20 1 0). 

A study i s  to be undertaken o f  the legal and institutional requirements applicable to 
districts in the areas o f  local strategic and operational planning, budgeting, management 
and execution, accountability, and internal control and audits; and on the basis o f  the 
study, general user district manuals will be prepared (by December 3 1 , 20 10). 

A framework for the assessment and management o f  the environmental and social 
aspects o f  district-level investments is to be prepared and adopted to ensure that these 
investments are developed and implemented in an environmentally and socially sound 
and sustainable manner (by December 3 1, 201 0); and an evaluation o f  districts’ 
application o f  this framework is to be undertaken (by December 31,2012). 

Two studies on community participation in district planning are to be conducted (by 
December 3 1 , 20 12, and December 3 1 , 201 4, respectively). 

All district technical consultant staff contracted under the Project and financed out o f  the 
proceeds o f  the Financing are to be included on the c iv i l  service payroll within two years 
o f  their initial recruitment. 

An evaluation o f  technical assistance (TA) i s  to be conducted, using independent 
consultants provided under the project (by June 30,2012). 

10. An SMPD report on districts’ and provinces’ relative performance is to be published 
annually, commencing fiscal year 201 1 (by July 3 1 o f  each year, covering the previous 
year’s performance). 

Special events o f  suspension 

1. The International Development Association determines that an event has occurred that 
makes it unlikely that the government’s program (as outlined in i t s  Letter o f  Sector 
Commitment), or a significant part o f  it, will be carried out. 
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IV. APPRAISAL SUMMARY 

A. Economic and financial analyses 

64. This operation i s  a technical assistance and capacity building operation and wi l l 'not  
finance any public investment. Public investments will be financed by the existing state budget 
allocation direct to districts (District Investment Budget) and by the sector program funds that 
are being deconcentrated. Given the character o f  the operation, a quantitative economic and 
financial analysis i s  not an appropriate tool to assess the benefits o f  the project. 

65. As work on district revenues i s  done under the project going forward, and as district 
audits are rolled out further by the Tribunal Administrativo and audit reports are published, there 
will be information available to conduct analyses o f  district financial management performance 
over time. 

B. Technical 

66. Since th i s  operation i s  a technical assistance and capacity building operation, which does 
not finance any works, a technical appraisal has not been undertaken. However, since existing 
state budget transfers are allocated to the districts for investment, as are sector program funds, 
this project will build on the capacity building done in the past, especially in developing 
blueprints and standards for public work, including guidelines for assessment and the 
management o f  social and environmental impacts o f  investments, based on the safeguards 
frameworks developed for previous IDA-financed operations, the DPFP-Centro, and provision 
o f  training in these guidelines. 

C. Fiduciary 

Financial management 

Financial management assessment 

67. An FM assessment was carried out for all participating line ministries and the 
Administrative Tribunal (TA) at the central level, and for a sample o f  provincial directorates o f  
planning and finance (DPPFs) and districts. The assessment was performed in accordance with 
the Financial Management Practices Manual issued by the Financial Management Sector Board 
in November 2005, and i t s  objective was to determine whether implementing units had 
acceptable and adequate financial management arrangements. The assessment also took into 
account the most recent report based on Public Expenditure and Financial Accountability 
(PEFA) methodology. This assessment indicated that the last 10 years had been characterized by 
major improvements in the Mozambican PFM system. In particular, the introduction o f  the 
national treasury account (CUT) and the government's Integrated Financial Management System 
(IFMIS), known as e-SISTAFE, represented major breakthroughs. 

68. For funds out o f  the Common Fund, financial execution will take place through this 
system for all central level entities and provincial directorates and for 50 o f  the 128 districts that 
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are already connected. For the remaining 78 unconnected districts, the financial execution will 
also take place through the government’s IFMIS; however this will occur through an e- 
SISTAFE-connected district, or through the Provincial Directorate o f  Planning and Finance, 
which already has the required equipment to cater to the unconnected districts. There will also 
be a parallel financing mechanism by the non-Common Fund partners, U N D P  and GTZ, which 
will be implemented outside o f  the national treasury account. The non-Common Fund partners 
will have to submit information on the execution o f  these funds to MPD for consolidation with 
information f rom e-SISTAFE and submission to the Bank and the partners. 

69. A minimal petty cash amount will be kept by al l  districts for the execution o f  petty 
payments. Despite some improvements, fiduciary capacities vary but are generally weak, 
especially at the district level, where some districts st i l l  lack basic working conditions such as 
electricity, telephone connections, and banks. However, the project also intends to increase the 
PFM capacity in these districts, based on previous experience from DPFP-Centro. The final audit 
report for DPFP-Centro, which closed in March 2009, was submitted in July 2009. This, like the 
previous audits, was qualified on account o f  the auditors’ failure to confirm contributions by the 
government. Since the N-DPFP has no monetary contributions from government, this will not be 
an issue under this project. 

Implementation 

70. The implementation o f  the project will be coordinated by MPD through the recently 
created Department o f  Decentralized Planning (DDP), which falls under the primary 
implementing entity, the Directorate o f  National Planning (DNP). This DDP includes personnel 
with the experience from the DPFP-Centro, which only involved four central provinces and later 
extended to Maputo Province. However, for the current project, besides the six l ine ministries 
and the Tribunal Administrativo, the activities will be spread throughout al l  10 provinces and al l  
128 districts. This project design creates a challenge, due to the l o w  level o f  some district 
personnel’s FM capacity. As a result, a series o f  mitigating measures have been proposed as part 
o f  the FM arrangements and endorsed by the authorities to  address these challenges. 

Financial management arrangements 

71, The proposed FM arrangements were reviewed, leading to the fol lowing conclusions: the 
overall FM risk rating o f  the project is  substantial, prior to the adoption o f  any mitigating 
measures. Upon implementation o f  the proposed measures to mitigate the identified risks, 
summarized in Annex 7, including the hiring o f  qualified and experienced FM staff, elaboration 
o f  an FM Procedures Manual for the coordinating unit, as wel l  as targeted training and 
workshops on the new FM manual for both provincial and district FM officials, increased 
supervision o f  district FM activities by the DPPFs and inspections by the IGF, the residual FM 
risk rating is Moderate. 

72. The assessment was favorably impacted by the fact that the rules, laws, and regulations to  
be adhered to in terms o f  FM are the same as those used by the implementing entities in their 
day-to-day work except for  the request o f  funds from the partners. The external audit will be the 
overall responsibility o f  the Tribunal Administrativo (TA), which i s  the supreme audit institution 
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and responsible for conducting audits o f  public funds. The scope, relevance, and quality o f  the 
external audit work produced by the TA have increased substantially over the years. In order to 
further improve the TA work’s compliance with international standards and take staffing 
constraints into consideration, the audit o f  the project will be the responsibility o f  the TA, but 
this will be subcontracted to an auditing firm until such time as the TA is able to undertake such 
audits directly, to the satisfaction o f  IDA. The proposed FM arrangements meet the minimum 
requirements for financial management under OP/BP 10.02. 

Procurement 

73. Procurement o f  contracts financed under the Common Fund will be carried out in 
accordance with Guidelines: Procurement Under IBRD Loans and IDA Credits, published by the 
World Bank in May  2004 and revised in October 2006, and with Guidelines: Selection and 
Employment of Consultants by World Bank Borrowers, published by the World Bank in M a y  
2004 and revised in October 2006. The Mozambique Procurement L a w  and regulations were 
adopted in 2005. This law will be generally applied to  National Competitive Bidding (NCB) 
procurement, subject to certain exceptions that are elaborated in Annex 8. 

74. A capacity building program was started in 2009, and the procurement system i s  more 
transparent, with Ethics Code sanctions and an appeal mechanism included in the approved 
Procurement Law. A Regulatory Unit (UFSA) in MF i s  now operational. Standard Bidding 
Documents issued are acceptable, with a few exceptions. The outcomes o f  the 2008 Country 
Procurement Assessment Report (CPAR) show some improvements on pillars I and I11 o f  the 
CPAR. N o  relevant progress on pillars I1 and IV  was observed (a description o f  the pillars is in 
Annex 8). The risk i s  considered to be substantial. 

75. To mitigate the risk, a capacity building program has started countrywide. A procurement 
website is operational, but there are st i l l  areas in need o f  improvement in transparency and access 
to  information. There is also a need for more capacity building and assistance at the UFSA. An 
Action Plan with recommendations f rom the CPAR has being prepared and i s  being 
implemented in some specific areas needing improvement. The Bank and partners will continue 
to  engage with the Government o f  Mozambique and support the implementation o f  the 2008 
CPAR Action Plan. With those measures in place, the risk may be considered as Moderate. 

76. MPD has successfully implemented the DPFD-Centro project, despite the fact that at the 
end o f  the project some key staff l e f t  due to uncertainty with regard to their positions after the 
closing o f  the project and this fact delayed the start o f  the N-DPFP. 

77. The main procurement risk i s  related to the decentralized nature o f  the project and the 
current set-up under the new procurement law. This law has resulted in the establishment o f  units 
called UGEAs at the district level, for the implementation o f  project activities (and any other 
procurement by districts). These UGEAs in the districts have little capacity, and their existing 
staff lacks procurement experience. However, building UGEA capacity i s  part o f  the process o f  
capacity building for procurement at a l l  levels o f  government following the new procurement 
law, and N-DPFP has, through Component 3, a specific focus on improving procurement 
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capacity in the districts. (For further information see Annex 8.) Thus the risk i s  being addressed 
through the project. 

D. Social 

78. A major thrust o f  the DPFP-Centro continued and scaled up into N-DPFP i s  the inclusion 
o f  rural citizens into the governance process at the local level. The DPFP-Centro conducted 
various preparation studies that reviewed the experience o f  citizen participation approaches in 
Mozambique. This led to the elaboration o f  Guidelines for Community Participation, which were 
widely discussed across the country and revised before being formally disseminated by the 
Ministry o f  Planning and Finance and the Ministry o f  State Administration. Many o f  the 
provisions in the Guidelines were subsequently adopted into law (the LOLE) and have 
subsequently been revised and updated. These include provisions for the representation o f  
vulnerable or disadvantaged groups, including women and geographically distant communities. 

79. Various studies have been conducted on the experience o f  community participation in 
Mozambique, including that o f  the recently established Consultative Councils. The most recent 
and comprehensive study was commissioned as part o f  the evaluation o f  the DPFP-Centro (See 
SAL-CDS & Massala 2009). The study focused on 14 districts in 7 provinces in the northern, 
central, and southern regions o f  the country and addressed (i) the organization and functioning o f  
local councils; (ii) the results o f  community participation in district planning; and (iii) the 
involvement and satisfaction of communities with the results o f  district planning. 

80. Findings indicate that from 2003 to 2008 there was much more interaction and much 
more dialogue between the government and citizens, although with oscillating quality and 
outputs. In general, communities participate actively in the prioritization of infrastructure 
investment and OI IL (Orqarnento de Investirnento de Initiativa Local), and priorities are reflected 
in local plans and budgets. 

81. Further, the study finds that women are increasingly involved in the development 
dialogue at all levels, and that literacy courses, especially for local council (Conselho Locais- 
CLs, members, are being implemented in all districts. It notes that “in spite o f  many challenges, 
women are gradually becoming more active in the CLs”. 

82. In spite o f  these advances, a number o f  weaknesses were observed and need to be 
actively addressed during the project’s l ife. These include the fact that many focus groups o f  
women and youth said that they [sti l l ] feel under-informed and under-represented in CLs. 
Training i s  s t i l l  insufficient to allow for the consolidation o f  previously learned material or the 
addition o f  new information. Monitoring i s  fragmented and unsystematic. PEDDs (Pluno 
Estrutkgico de Desenvolvimento Distritul -District Strategic Development Plan) and PESODs (Pluno 
Econdmico Social e Orcumento Distritul - District Operational Plan and Budget) are not widely 
distributed or adapted to the capacity needs o f  the CLs. There i s  a lack o f  communication and 
weak transmission o f  information between higher levels o f  government and local government 
regarding new legislation, governance policies, and strategies, and also between districts and the 
lower levels o f  government. A key problem in some districts i s  the disconnect between the 
discussion and management o f  the OI IL from that o f  the PESOD and PEDD, so that in the 
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majority o f  communities, and in CL members’ perception, OIIL i s  the focus o f  the meetings. 
“The observed tendency for the PEDD and PESOD to be elaborated in a variously participatory 
fashion and then not to be used by the CLs to guide development decisions and dialogue, 
especially where the OIIL i s  concerned, needs to be restrained. ” 

’ 

83. The study provides a number o f  recommendations in the following areas: promotion o f  
participation in planning; documentation, communication and information flows; capacity 
building o f  CLs; participatory monitoring; constitution, organization and functioning o f  the CLs; 
and resources for CLs and participatory planning. These have formed part o f  the design process 
for the N-DPFP. 

84. HIV/AIDS poses a serious risk to government institutions in Mozambique and impacts 
the ability o f  these institutions to deliver adequate services to the population. This cross-cutting 
issue i s  addressed under the project. Building on the experiences o f  DPFP-Centro and 
PRODEWGTZ with HIV/AIDS training modules and in l ine with the government’s National 
HIV/AIDS Strategy, measures to combat HIV/AIDS are integrated into the capacity building 
activities o f  N-DPFP and will follow the CNCS regulations and financing mechanisms available 
to provincial and district CNCS nuclei to support this HIV/AIDS strategy. 

E. Environment 

85. Mozambique’s Environmental Framework Law No. 20/97 and EIA Regulations Decree 
No. 76/98 require preparation o f  an environmental assessment report to assess the potential 
environmental and social impacts o f  public investments. 

86. Although Mozambique’s regulatory framework i s  suitable, institutional capacity and law 
enforcement remain weak, particularly at the district level, leaving Mozambique’s environment 
and natural resource base vulnerable to mismanagement and degradation. 

87. The project i s  rated as Category C since no adverse environmental impacts are expected 
from any o f  the project’s activities. However, safeguarding the integrity o f  the environment and 
natural resource base i s  important to ensure sound district level investments. As such, the 
recipient will, under the project, adopt measures to ensure that any adverse environmental 
impacts caused by investments to be financed through the government’s own budget allocations 
to districts are mitigated in line with national laws and international good practice (see details in 
Annex 10). 

F. Safeguard policies 

88. The project was originally classified as Category B at Concept Note stage, consistent 
with the provisions o f  OP/BP 4.01, but reclassified as Category C at the Decision Meeting once 
i t  was determined that the project would be a T A L  designed to finance consultancies and 
assessments for institutional strengthening, without any infrastructure investments or other works 
that would potentially generate any adverse environmental or social impacts. As such, as a TAL 
the project does not trigger any o f  the Bank’s safeguard policies. 
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89. Although the project i s  classified as Category C, the borrower will update the relevant 
safeguard policy frameworks (ESMF and RPF) prepared for DPFP-Centro to integrate the 
assessment and management o f  any potentially adverse environmental and social impacts o f  any 
investments made at the district level, financed directly from district government budgets so as to 
ensure that such investments are carried out in an environmentally and socially sound manner. 
These special measures, which include capacity building for district officers tasked with 
application o f  the revised safeguard tools, are detailed in Annex 10. 

Safeguard Policies Triggered by the Project Yes N o  
Environmental Assessment (OP/BP 4.01) [ I  [XI 
Natural Habitats (OP/BP 4.04) [ I  [XI  
Pest Management (OP 4.09) [ I  [XI 
Physical Cultural Resources (OP/BP 4.1 1) [ I  [XI 
Involuntary Resettlement (OP/BP 4.12) [ I  [XI 
Indigenous Peoples (OP/BP 4.10) [ I  [XI 
Forests (OP/BP 4.36) [ I  [XI 
Safety o f  Dams (OP/BP 4.37) [ I  [XI 
Projects in Disputed Areas (OP/BP 7.60) [ I  [XI 
Projects on International Waterways (OP/BP 7.50) [ I  [XI 

G. Policy Exceptions and Readiness 

90. 
no exception i s  required. 

Compliance with Bank policies: The project complies with all World Bank Policies and 

Readiness: The status of readiness criteria include: 

Core staff in place at central (hiring o f  FM consultant at MPD to work with DNP i s  a 
condition o f  effectiveness) and provincial levels 
The Results Matrix has been completed and initial baseline data collected (updating o f  
the baseline i s  a condition o f  effectiveness) 
All key procurement documents for the first year’s activities are complete and ready for 
the start o f  project implementation 
A draft Project Implementation Manual has been prepared and has been found to be 
realistic and o f  satisfactory quality (its adoption i s  a condition o f  effectiveness) 
Agreed M o U  has been negotiated by all contributors to the Common Fund and the 
government (signing i s  a condition o f  effectiveness). 
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Annex 1: Country and Sector o r  Program Background 

Context 

1. To address rural poverty and to bring service delivery closer to the people, 
decentralization i s  an explicit strategy o f  the Government o f  Mozambique (“the government”) in 
achieving many of the objectives of the Poverty Reduction Strategy (PRSP or PARPA 11) 
including i ts  vision o f  the District as the “polo de desenvolvimento ’’ (Pole o f  Development). 
However, the government recognizes that the starting point for achieving this i s  the 
strengthening o f  basic public sector management capacity before districts can significantly 
enhance the provision o f  local services. The government has therefore adopted a gradualist 
approach both to the deconcentration o f  functions and budgets to rural district governments as 
and to the expansion o f  elected municipal governments. While decentralized planning has been 
piloted in some form in at least one province for over 10 years, it i s  s t i l l  in an early and evolving 
stage. Decentralization was explicitly stated as a policy objective in the government’s most 
recent five-year plan, building on the intention stated in the 1994 Constitution, and the principle 
behind decentralization i s  governed by the Constitution. Nevertheless, a decentralization strategy 
does not yet exist, although one has been under preparation by the government since 2006. This 
process has suffered from numerous delays and a lack o f  quality in the existing drafts. 

2. With support from development partners such as the World Bank, UNDP and the German 
Cooperation, the strategy i s  now expected to be approved by the Council o f  Ministers in 2010. I t  
i s  expected that these wi l l  consolidate the government’s approach to decentralization including 
deconcentration to district (rural) local governments and gradual devolution to municipal (urban) 
governments. 

3. The National Decentralized Planning and Finance Project (N-DPFP) i s  considered a 
critical cross-cutting program for operationalizing the Public Sector Reform Program at local 
levels o f  government and for implementing the vision the government has o f  the district as the 
development pole o f  Mozambique. I t  i s  also seen as key to operationalizing provisions in the 
constitution for increased local participation, and recent laws such as the Law on Local Organs 
o f  State (LOLE) 8/2003 (19 May 2003), the Public Financial Management System Law 
(SISTAFE) 9/2002 (12 February 2002) and the law on Territorial Organization (Lei  de 
Ordenamento Territorial) 19/2007 (1 8 July 2007) at the local level. 

LOLE -Lei dos Orgdos Locais do Estado (Law on Local Organs of State) 

4. LOLE establishes the principles and norms o f  organization, competencies and 
functioning o f  provinces, districts, administrative posts and localities, and it assigns different 
functions to the province and district level (for more on LOLE see “Analysis o f  District Finances 
In Mozambique,” March 2009, by Jamie Boex and h g e l o  Macuacua). The district remains 
administratively and politically subordinate to the provincial level and as such the vision 
contained in LOLE i s  that o f  deconcentration, whereas decentralization through devolution i s  
pursued through the Municipal Framework Law. Within the provisions set forth in LOLE, each 
level o f  administration i s  supposed to have i ts  own annual plan and budget. As a result, the 
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central level, provincial level, district level and municipalities each are considered a ‘sphere’ 
within the national budget framework. In terms o f  planning and budgeting, districts are required 
by L O L E  to develop five-year strategic district development plans, the so-called PEDD (Plano 
Estrategico de Desenvolvimento Distrital) as well as annual operational plans and budget, called 
PESOD (Plano Econ6mico Social e Orqamento Distrital). 

5. In addition to the above, L O L E  further introduced the concept o f  participation by local 
communities at the sub-national levels o f  government. In Article 3 o f  LOLE, which concerns the 
principles o f  organization and functioning o f  local state bodies, active participation by citizens is 
defined as a principle o f  that functioning; further, in Article 35, the competency to promote 
community participation and participation by community authorities in economic, social and 
cultural activities i s  given to the district administrator. The principle o f  community participation 
i s  further developed in the subsequent regulation to LOLE (Regulamento da Lei dos Orgios 
Locais do Estado) 11/2005 (10 June 2005). This regulation defines Tit le VI11 as “Citizenship and 
Participation” and mandates that local bodies (OLEs) must ensure citizen participation, and it 
defines the principle o f  citizen consultation. It gives the district administrator the institutional 
responsibility for the creation o f  local consultative councils at the level o f  district, administrative 
post, locality and “povoaqilo,’’ (neighborhood) and articulates the composition o f  these councils, 
the regularity o f  meetings, and the functioning o f  the councils. 

Key features o f  district finances 

6. With respect to district finances, L O L E  established the district as a unified budgeting unit 
within the central government budget, with the district planning and budgeting process starting at 
the Administrative Post. This means that the district functions as a single cost-center, and al l  
district departments (‘services’) are planned and managed as part o f  the same district budget. 
Further articulation o f  the planning and budgeting process was articulated in the subsequent 
regulation o f  LOLE in 2005. 

7. Whereas the district level is  considered a separate budget sphere in the national budget 
(in addition to spheres for the central level, provincial level, and municipalities), not al l  district- 
level revenues and expenditures are captured in the district-level budget breakdown. In fact, in 
2007 district-level budgets only reflected recurrent expenditures for administration as wel l  as 
district investment spending. District-level budgetary accounts also capture district own-source 
revenues. However, district-level budgetary accounts do not appear to include sectoral 
expenditures that take place at the district level. As such, spending o n  salaries for teachers or 
health-care workers posted within the district i s  not (yet) included in district-level budget figures. 

8. District-level plans and budgets (PEDDs and PESODs) are currently determined using a 
bottom-up planning process, whereby the resource requests f rom each district are aggregated up 
to the provincial level (by sector) and then to the national level. Discussions and negotiations 
take place at the national level (led by M P D  and the DNO), followed by instructions to  provinces 
and districts to modify their budget plans accordingly. The revised district budget plans are again 
aggregated up hierarchically prior to finalization o f  the national budget plan. W h i l e  a bottom-up 
planning process sounds highly participatory and decentralized, i t should be noted that this 
process is de facto highly centralized, as ultimately al l  budgetary decisions are made by 
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government officials at the center, with limited or no budgetary decision-making power at the 
provincial or district levels. Many districts complain that the final district budgets approved by 
parliament rarely reflect district priorities. 

9. Deconcentrating expenditures to the district level in Mozambique i s  constrained by the 
current financial management processes. Since 2002, the administration o f  state finances has 
been guided by the Financial Management System L a w  (SISTAFE). The SISTAFE law covers 
the five main functional areas o f  sound public finance management, including public sector 
budgeting, accounting, fixed asset management, treasury operations and internal control, and it 
sets out a vision for sound public financial management in l ine with international standards. The 
integrated financial management system that operationalizes SISTAFE i s  known as e-SISTAFE. 
Whereas al l  ministries and provinces use e-SISTAFE for the management o f  public finances 
within their respective jurisdictions, currently only 50 districts (out o f  128) have access to e- 
SISTAFE. This means that any district expenditures that take place in the 78 districts that are not 
on e-SISTAFE need to be transacted through advances to the districts, are accounted for 
manually at the district level outside the computerized portion o f  the treasury system, and are 
then entered into the treasury system after the fact at the provincial level. 

10. Financing o f  the district budget is primarily through transfers f rom the central 
government in the form o f  a recurrent budget allocation and a capital budget allocation. The 
districts have had revenue collection competencies assigned to them, but a recent study o n  
district finances affirms that own-source revenue collection plays a very l imited role in the 
financing o f  the district budget. The recurrent budget allocation that mainly finances salaries and 
goods and services is not allocated with a formula, and it displays substantial variation in per 
capita allocations between the districts. In 2009, district recurrent spending accounted for 6 
percent o f  the total recurrent spending. 

1 1. According to the Letter o f  Sector Commitment: “The Government introduced a recurrent 
budget for the District Administrator’s and District Secretary’s Offices in 2006. From 2009 the 
goods and services component o f  the recurrent budget has been extended to al l  the component 
services o f  the District Government (Servips Distritais) for operating costs. The transfer o f  the 
payroll responsibilities to the district has begun but recognizing the capacity and technical and 
financial infrastructure requirements, this will take some time to complete. Nevertheless, the 
payment o f  the salaries o f  district government personnel is  already being undertaken in some 
districts and the government intends to expand this process to include the payment o f  the salaries 
o f  a l l  government staff at the district level, including health and education staff, by 20 12.” 

12. 
in detail below. 

With respect to capital spending, there are two parts, the OIIL and the “Delta,” explained 

13. In addition to the direct district budget, sector funds are also being deconcentrated to the 
provincial and district level. Following a decision by the Council o f  Ministers in October 2007, 
al l  sectors were instructed to look at ways in which both their competencies and budgets could be 
decentralized to  lower tiers o f  administration and in particular to the district level. Some progress 
has been made, notably in the sectors o f  education, health, agriculture, water and roads. For 
example, in 2008 the National Directorate for Water allocated Mt18.8 mi l l ion to provincial 
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governments for the construction o f  water infrastructure and Mt29.8 mi l l ion to district 
governments for their rehabilitation and maintenance. Since 2008, district governments have 
each received M t l . 0  mi l l ion per year for construction and maintenance o f  tertiary roads. The 
Ministry o f  Education has decentralized the responsibility and funds for the accelerated school 
construction program to provincial governments and transferred some Mt96  mi l l ion to districts 
f rom 2005 to 2008 for primary school maintenance. The Ministry o f  Health has decentralized 
responsibility for the construction and maintenance o f  Type 1 Health Posts to the district level. 
(See Letter o f  Sector Commitment). 

14. Importantly, LOLE requires the district to submit one integrated plan and budget for the 
district as a whole, including al l  sector and direct district funds. The ability to produce an 
integrated plan and budget i s  st i l l  extremely weak, and capacity building o f  districts to  produce 
such a budget i s  at the core o f  the N-DPFP. Positive experiences in Nampula Province are being 
developed into the dossier on participatory planning and budgeting and will be one o f  the core 
processes for technical support during N-DPFP (Component 2). 

OIIL - Orcamento de Investimento de Iniciativa Local 

15. In 2006, the O I I L  (Orcamento de Investimento de Iniciativa Local) was conceived as a 
discretionary budget allocation to districts, as part o f  a long te rm vision to  improve local service 
delivery and accountability. Before this, some administrative resources to the district were 
allocated to the office o f  the district administrator but otherwise al l  funds were earmarked 
sectoral funds spent by the respective line ministries. To a large extent, the experiences with 
discretionary investment funds were pioneered by two donor-financed projects, the 
UNDPLJNCDP DPFP-Norte in Nampula and Cab0 Delgado provinces and the IDA-financed 
DPFP-Centro in Zambezia, Tete, Manica and Sofala provinces. 

16. Through the O I I L  transfer each district received an equal allocation o f  7 bi l l ion meticais 
(old metical) and the transfer was therefore popularly named “sete bilhdes.” It was to be 
allocated through a process o f  participatory budgeting and planning at the local level, building on 
some good practices in districts in the north and central parts o f  the country. Through this 
process, activities were defined and inscribed in the district five-year strategic and development 
plan (PEDD) and annual district operational plan and budget (PESOD). In 2006 most o f  these 
district plans remained geared toward more typical socio-economic infrastructure. 

17. During his visits around the country during the “Open Presidency” o f  2006, the President 
was reported to have changed the nature o f  the OIIL funds by indicating that they should be used 
for “jobs and growth” or “local economic development,” and not for infrastructure as had been 
the case in many districts. The budget guidelines remained vague. Some districts interpreted 
“local development’’ broadly (especially in 2006), by considering investment in roads, water, 
education, health and provision o f  administrative services in this definition. Others interpreted it 
narrowly as support for income generating investments, for agriculture for the most part. In 
2007, an instruction was issued to the districts that the O I I L  should be exclusively used for 
projects related to food production and employment generation. 
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18. The budget guidelines have remained vague despite the clarity o f  the political directives. 
This served to create uncertainty and confusion in the districts. With the reorientation towards 
food production and employment generation, the districts were no longer able to allocate the 
OI IL in a truly discretionary manner. This created a problem in terms o f  resources available to 
finance the infrastructure aspects o f  the strategic and annual plans, and once again a demand 
arose for discretionary funds at the district level. 

19. In the 2008 budgeting guidelines the matter was clarified,. dividing district budget 
allocations into two distinct parts. The OIIL part o f  the allocation i s  now a grant allocated 
according to a formula and i s  s t i l l  clearly to be used only for food production and employment 
generation. In addition, there i s  a fixed amount, called the Fundo de Initativa Local (Local 
Initiative Fund) or Delta for infrastructure investment, maintenance and acquisition o f  goods. 
This Delta retains the original spirit o f  the sete biZh6es as a discretionary allocation that can be 
used for infrastructure. 

20. In terms o f  value, the OI IL has grown by about 55  percent between 2006 and 2009 from 
approximately 910 million meticais in 2006 to 1,414 million meticais in 2009. The Delta was 
Mt2.3 million per district in 2008 and has risen to Mt2.5 million per district in 2009. According 
to the Letter o f  Sector Commitment: “For the period 2010-2012 the Government has made 
provision in the MTEF for an increase o f  over 50 percent in the overall value o f  the district 
allocation. Moreover, the Ministr ies o f  Finance and Planning and Development are currently 
developing and wi l l  introduce by 20 12 a formula for the more equitable allocation o f  these funds 
between districts.” In 2006 the OI IL was distributed equally to all the districts. From 2007, 
however, a formula for distribution, including allocation criteria, was introduced. The formula 
included (i) the size o f  district population, (ii) the size o f  the district territory, (iii) the poverty 
index o f  the district, and (iv) factors linked to the capacity to collect revenues. However, the 
Delta continues to be allocated without the use o f  a formula. 

21, An impact evaluation study o f  the f i rst  years o f  OIIL expenditure i s  being undertaken by 
the government with financing from UNICEF, but currently there i s  no reliable study on which 
to base an evaluation o f  the impact. 

22. Although the OIIL and Delta together amount to about US$400,000 per district annually, 
the overall share o f  the budget remains low. The total transfer constitutes only 3 percent o f  the 
national budget, so most o f  the resources for jobs, growth or any social investment remain in the 
sectorhertical budgets largely outside o f  the control o f  the districts. The N-DPFP seeks to 
provide support for the elaboration o f  an integrated district budget that reorients the planning and 
budgeting process into a more territorially integrated one consistent with LOLE, taking into 
account national policy objectives while accounting more closely for local priorities. 

23. The roles o f  District Planning Teams and District Consultative Councils (CCDs) are very 
important as these are the multi-sector, multi-stakeholder structures for participatory planning 
and good governance and accountability at a local level. The impact o f  these CCDs i s  being felt, 
but the vertical process in Mozambique i s  s t i l l  limiting the choice and accountability at a local 
level. In some cases, sector directorates in the provinces have overruled the CCD priorities, by 
demanding that they revisit their priorities late in the year, thus potentially undermining bottom- 
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up accountability. To date districts have been able to apply development funds (donor supported 
or OIIL) to priorities identified by CCDs o f  an investment nature, including social and economic 
infrastructure (such as irrigation, water, roads, and markets). 

24. In terms o f  future perspectives, the thinking o f  the government continues to evolve. There 
i s  a commitment, which i s  visible in the Medium Term Fiscal Framework, to maintain the 
infrastructure allocation, and it i s  expected to increase over time. For the O I I L  part, current 
discussions in the government seem to be in l ine with developing a local economic development 
(LED) fund mechanism to allocate resources to projects identified by the District Consultative 
Councils (CCDs) and to be spent by the communities. According to the Letter o f  Sector 
Commitment, this would be a “revolving district development fund managed by local 
community representatives” for “recycling public investment funds for LED”. 

25. Having both a thriving private sector and a capable public sector is critical to successful 
rural development, as local revenues and new jobs depend o n  the private sector and the private 
sector requires basic services and support f rom government. Most technocrats believe that local 
development funds should not be used for private goods for productive investments nor for 
microcredit but rather for socioeconomic investments o f  a public-good nature, as defined in 
district plans approved by the CCDs. Microcredit and agriculture services should be provided by 
the private or NGO sector or by a PPP with the public sector where risk i s  subsidized. 

26. Experience in many countries shows that investments in income generating activities and 
micro-credit are better served through specialized funds and technical assistance, and should not 
be incorporated into a local government or general local development program. These types o f  
investments, if not managed appropriately, often tend to benefit specific groups (elite capture) o f  
society, with perverse effects on equity and worsening corruption. Mozambique i s  in need o f  
consolidating and further developing the rural finance and support services sector to stimulate 
rural private sector development. There are numerous small funds (fornentos) and NGOs, but a 
comprehensive policy, program and resource allocation remains underdeveloped. 

27. I t  i s  important not to confuse the need for rural micro-credit and agriculture services with 
what are often called “social funds” or “community driven development” programs. In 
Mozambique, a decision was deliberately taken to develop and strengthen districts as the locus 
for service delivery at a local level. Alternatives such as social funds were rejected due to the 
lack o f  both c iv i l  society and governance structures post-war, and a decision was therefore made 
to focus on building sustainable government structures with the limited resources available. I t  
was also recognized that while local governance projects might be slower to deliver, the 
implications for longer term service delivery and sustainability were important and therefore 
prioritized. Sectors therefore retained most o f  the spending power at the district level, while 
district capacity was slowly developed through the DPFP process o f  learning by doing. It i s  
therefore critical that any future efforts to refocus the O I I L  be targeted in the direction o f  micro- 
credit and agriculture, rather than the establishment o f  a social-fund type o f  instrument. Social 
funds can be developed as separate bodies that often have more resources and power than local 
governments and can sometimes result in the undermining o f  emerging local governance 
capacity. 
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Project implications 

28. There i s  wide agreement that the DPFP remains critical to building district capacity to 
plan, manage and implement service delivery at a local level, and to build accountability through 
proper financial and procurement management systems as well as participatory planning and 
accountability to citizens. 

29. The partner-supported projects to date have played a critical role in building this capacity 
in many districts, as well as developing and supporting the establishment o f  CCDs (see the SAL- 
CDS report discussed in the main report under Section J, “Social”). This i s  a long-term process 
that i s  s t i l l  in the very early stages in Mozambique. However, it i s  critical to enhancing 
participation, accountability and efficiency/equity considerations and any interruption or 
distortion would be regressive. 

30. In 2007, the partners and government (MAE, MF, MPD, MOP, MICOA) agreed to 
harmonize existing local government support projects into one national project (N-DPFP) with a 
Common Fund. The fund would support technical and other support to provinces and districts 
designed to improve capacities leading to more effective preparation, implementation and 
monitoring o f  district operational plans and budgets (PESODs). The funds for implementation o f  
the PESOD would come from the sector budget allocations and a small unconditional or block 
allocation (OIIL) starting with seven bilhces in 2007. It was agreed that partners would not fund 
district grants in future, as this would be done by the OIIL in line with good practice for 
streamlining and mainstreaming. Subsequent changes to the OIIL eligibility led to some delays 
in project preparation but the insertion o f  the Delta for socioeconomic infrastructure and 
commitment to i t s  enlargement restarted the preparation process. 

31. The partner-supported Common Fund would provide US$37.7 million (mostly for 
technical assistance) in support over four to five years. The OIIL and Delta are the only fbnds 
over which the district has some allocative discretion and they constitute less than 3 percent o f  
the national budget. The district currently has very limited discretion and unlike many 
decentralized systems i s  s t i l l  far from being a conditional and unconditional grant system 
allocated in a predictable and stable way. Most district funds are prescribed by sectors, often 
from national level on a l ine by l ine basis. Over time, however, as capacity improves at both 
district and upper levels o f  government, there i s  expected to be a softening o f  this approach if 
policy and political statements hold true. Moving towards some level o f  unconditional grants at a 
district level, combined with conditional sector grants, will bring the system closer to the 
principles embodied by effective local governance, namely subsidiarity, allocative efficiency and 
accountability. 

32. The OIIL in i t s  current form, that is, for income generating and food production 
investments, carries the risk o f  undermining the structures for good governance and 
accountability at the local level, if these are seen to be private goods being financed with public 
funds For the financial sector, there i s  even a greater risk that if not defined properly, the use o f  
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public funds for productive investments could undermine the growing credit culture and 
economic appraisal and investment o f  projects in rural communities. 

33. The World Bank recognizes that even with an improved financial sector delivery 
mechanism in place, the actual resources targeted to the government’s development priorities 
may be limited, especially in an environment with a very nascent microfinance industry. Some 
governments have opted to address this constraint by establishing microfinance development 
facilities that act as a wholesale mechanism to provide financing and technical support to retail 
MFIs, microfinance networks, and other intermediaries and service providers working in rural 
communities. Such an approach would have to be complementary to the district budget funds, 
and not be seen as a substitute. As a separate project supporting local economic development, 
such a dedicated facility could be established through partnerships with public and private actors 
and resources. This would be commercially driven with the potential for long-term se l f  
sustainability, while the latter would continue to be grant-based and supported by central 
government budget. The government i s  currently evaluating options for this as part o f  i t s  LED 
project, and it i s  yet to be seen how the O I I L  will migrate into this fund, if at all. What is clear, 
however, i s  that there needs to be a clear institutional separation between a fund that supports 
income-generating investments and related LED activities (currently the OIIL) and the funds o f  
the district government that finance public goods, particularly socioeconomic infrastructure, 
operations, and maintenance (currently the Delta). 

34. World Bank involvement in N-DPFP allows it to maintain a seat at the policy table in 
relation to these critical issues, as wel l  as to feed information to the broader pol icy processes for 
public sector reform and macroeconomic management. The decision o f  the government to 
formulate N-DPFP i s  based on the need to consolidate and implement recent developments in the 
legal framework, and build the lessons learned from the partner-supported projects into a 
harmonized approach to decentralized planning and finance. It will therefore present an 
integrated and holistic platform for the implementation o f  LOLE and SISTAFE laws and support 
the districts in managing their new role. 

35. The new project will build o n  lessons learned from the three partner-funded projects 
(DPFP-Centro, DPFP-Norte, and the PRODER) that preceded the N-DPFP. The lessons learned 
are summarized in the chart below. 

Area 

Strategic planning 

Major Achieved 
Outcomes 

80% districts with 
PEDD approved 
100 % with PESOD 

Good 
Practices/Lessons 

Learned 
Capacity can be created 
Process more important 
initially, but quality will 
follow 

Challenges 

Ensuring quality o f  
PEDD 
Capacity to cover entire 
country 
Ensuring integration o f  
sector plans with 
territorial plans 
Ensuring integration o f  
LED 
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District public finance 

Communication 

Participation I 

guidelines approved 
Communication 

District as a budget unit 
Roll-out o f  e-SISTAFE 
Decentralization o f  
recurrent budget and 
payroll District 
investment budget 

CDDs in a l l  districts, 
Administrative Posts 
and some localities. 
Participatory 
methodologies 
established and 
mainstreamed in the 
legal framework 
Participatory planning 

Internal and external 
control 

District-level external 
audits 

e-SISTAFE facilitates 
FM Own-source 
revenue can improve 
with incentives and 
systems introduced 

Communities can be 
effectively involved in 
strategic and 
operational planning 

Weak quality 

Resistance to 
transparency 

Improved FM and 
procurement 
management 

Financial management 
capacity s t i l l  weak 
Lack o f  transparency 
and incentives for own- 
source revenue 
registration 
Roles and 
responsibilities o f  
implementing agencies 
s t i l l  to be defined 
Ensuring that capacity 
o f  CCDs i s  improved 
Ensuring that guidelines 
are effectively 
implemented 

Lack o f  culture or 
political will for 
publication o f  district 
plans, budgets and 
results 

Needs structured top- 
down and bottom-up 
efforts. 
IGF s t i l l  weak at the 
provincial level 

36. The national project wi l l  consolidate these lessons learned and scale-up the DPFP- 
approach to reach national coverage. The project wi l l  thus contribute to a uniform and 
institutionalized approach to strategic planning, public finance and management at the district 
level. 

37. The design o f  N-DPFP results from a participatory process led by the Ministry o f  
Planning and Development, but with involvement o f  other key ministries. These include the 
Ministry o f  State Administration (MAE - Ministe'rio da Administraqzo Estatal), Ministry o f  
Finance (MF), Ministry o f  Public Service (MFP - Ministkrio da Funqzo Pziblica), Ministry for 
Coordination o f  Environmental Action (MICOA - Ministe'rio para Coordenaqzo Ambiental), 
Ministry of  Works and Housing (MOPH - Ministe'rio das Obras Pziblicas e Habitaqfio), and the 
Administrative Tribunal (TA - Tribunal Administrativo), as well as the development partners. I t  
also benefitted from several workshops where the provincial and district level government had 
the opportunity to comment on design and content. 
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38. The close collaboration between the government and development partners is a visible 
step toward harmonization o f  intervention. However, it must be recognized that this presents a 
very challenging and time-consuming process for the government and development partners 
alike. It is the first time that the World Bank has participated in the design o f  a project funded by 
a Common Fund from the outset. The task team spent a lot  o f  time upfront with the development 
partners to develop the MoU for the financing o f  N-DPFP. The MoU contains numerous 
important annexes such as the project document, KPIs,  f low o f  funds and partner exceptions. It 
has been prepared by the government and endorsed by the development partners. 
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Annex 2: M a j o r  Related Projects Financed by the Bank and/or Other Agencies 

delivery improvement. 
Legal and institutional framework for 

Yorld Bank-Financed P 

Project 

Decentralized Planning 
and Finance Project 
(DPFP) 
Maputo Municipal 
Development Program 
(ProMaputo) 

Municipal Development 
Project (MDP) 

MS 

Market-Led 
Smallholder 
Development in the 
Zambezi Project 
Public Sector Reform 
Project 

PRSC series 

gects 
EOD 

Rating Sector Issues 

Improved governance and more responsive 
service delivery. 

Institutional development and municipal 
governance, improving municipal finance and 
infrastructure rehabilitation and service 

municipalities and training o f  municipal staff 
and politicians. Capacity building through 
implementation o f  infrastructure, equipment 
and consultancies. 
Increasing the incomes o f  smallholder 
farmers in selected districts o f  Zambezi 
Valley region o f  central Mozambique. 

Supporting the Government o f  Mozambique 
(“the government”) to restructure the public 
service for decentralized service delivery, 
professionalize the public service, and 
improve governance. 
The second PRSC series (3-4-5) i s  designed 
to assist the government to implement key 
policy actions outlined in i t s  Second Action 
Plan for the Reduction o f  Absolute Poverty 
(known as PARPA I1 by i ts Portuguese 
acronym) and in the Performance Assessment 
Framework agreed to by the government and 
the 19 external partners that provide general 
budget support (GBS) to the government. 
PARPA I1 i s  mainly focused on shared 
growth and on the need for decentralization. 
Within this context, PRSC series i s  expected 
to help the government in: (a) the 
consolidation and deepening o f  the 
institutional reforms in the area o f  
macroeconomic management; (b) reforms in 
governance by supporting decentralization to 
enhance public investments and service 
delivery at the provincial and district level, 
and by supporting public sector reform; and 
(c) economic development by removing 
constraints to growth, such as infrastructure, 
and promoting agricultural growth. 

IP 
Rating 

S 

S 

MS 

MS 

Mu 

S 

DO 
Rating 

S 

MS 

MS 

MS 

MS 

S 
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Regional 
Communications 
Infrastructure 
ProgramMozambique 
eGovernment and 
Regional 
Communications 
Infrastructure Project 
(pipeline) 

The regional communications infrastructure 
project covers Eastern and Southern Africa 
and has the objective o f  (i) lowering the cost 
o f  bandwith and extend the reach o f  
broadband networks and (ii) increasing the 
transparency o f  government through the 
delivery o f  eGovernment services. The 
Mozambique project will be included in 
Phase 3 o f  N-DPFP, expected to go to the 
Board in 44 FY09. It will include technical 
and regulatory support to increase 
competitiveness in the sector and lower the 
cost o f  connectivity to the districts. I t  wil l 
also include the setup o f  connectivity access 
points across the country, and the purchase o f  
capacity for universities, eGovernment, and 
other targeted users. Finally, N-DPFP will 
include support for the setup o f  eGovernment 
fundamentals and two eGovernment 
applications - likely a land information 
&stem and a civil identity registry. 

4U=Moderately Unsatisfactory; MS=Moderately Satisfactory; S=Satisfactory 

Ither donors-financc 
Project 

Decentralized 
Planning and 
Finance Project 
(PPFD Norte) 

Rural Development 
Program(PR0DER) 

Decentralized 
Funding o f  
Infrastructure 
(FINDER) 

I Projects: 
Funding Institutions 

UNCDF, UNDP 

GTZ (Germany) 

GTZ (Germany) 

Sector Issues 
Poverty reduction though improved 
local governance. 
Increased access by local 
communities to basic infrastructure 
and public services. 

Participation as an instrument for 
poverty reduction. 
Capacity building o f  the public 
sector to meet the needs o f  the poor 
population and the population o f  
selected districts and municipalities 
benefiting from improved basic 
services. 
Rural producers acknowledge and 
value their natural resource base as 
the basis for socioeconomic 
development and explore it in a 
sustainable way. 
Improvement o f  the socioeconomic 
situation o f  the population through 
transparent and accountable local 
governance. Local government 
assumes i t s  mandate for local 
development and provision o f  

Status 
Closed 
(December 
2007) 

Closed 
(December 
2006) 

Ongoing 
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Project for 
Decentralization and 
Municipal 
Development 
(PDDPDDM) 

Democratization; decentralization; 
empowerment o f  the local 
population; and institutional 
strengthening (participatory 
planning, municipal management, 
local economic development). 
Decentralization; democratization; 
and poverty reduction. 

Program for Support 
o f  Decentralization 
and 
Municipalization 
(PADEM) 
Joint Municipal 
Development 
Program in the 
North o f  
Mozambique 

Closed 
(February 
2004) 

Ongoing 

PLACOR- 
Strategic and 
Operational plan 
o f  the 
Administrative 
court 

GTZ (Germany) 

Swiss Agency for 
Development and . 
Cooperation (SDC) 

Swiss Agency for 
Development and 
Cooperation (SDC)/ 
Danish Cooperation 
Agency 
(DANIDA)/Austrian 
Development 
Cooperation (ADC) 

Finland, 
Netherlands, 
Germany, and 
Sweden 

public infrastructure based on 
demand. I 

Poverty reduction and the 
improvement o f  the living 
conditions o f  poor women and men, 
through strengthening o f  the 
municipalities’ autonomy and 
through their balanced and 
sustainable development, ensuring 
wider coverage and quality in the 
provision o f  services. 
Support for implementation o f  
the strategic and operational plan 
o f  the Administrative Court, 
PLACOR 2007-20 10. The 
overall objective o f  PLACOR i s  
to strengthen the Administrative 
Court in order to increase i t s  
future intervention capacity in 
the control o f  the public revenues 
and exDenditure. 

Ongoing 

Ongoing 
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Annex 3: Results Matrix and Monitoring' 

Intermediate Outcomes 
per Component 

Higher Level Goal 

Project Development Objective 
@DO) 

To improve the capacity o f  local 
government to manage public 
financial resources for district 
development in a participatory and 
transparent manner. 

Intermediate Outcome Indicators Use of  Intermediate 
per Component Outcome Information 

Improved Service Delivery at the District Level 

Verifies whether the legal 
and instrumental framework 
i s  in place, so that the basis 
for improved management of 
district development 
resources in the public sector 
has been established. 

Measures progress in 
developing the performance 

Outcome Indicators I 

Management tools for decentralized 
planning and finance are applied in a 
proper manner. 

Use of  Outcome 
Information 

Number o f  districts that have 
received al l  final district process 
dossiers and implementation 
manuals. 

Degree of progress in developing 
and rolling out the Performance 
Monitoring System for 
decentralized planning and 
finance (SMPD). 

I 
Number o f  districts with more than I 
90% budget execution of their 
district operational plan and budget 
(PESOD). 

Number of districts with annual 
PESOD execution report publicly 
displayed and discussed in district 
councils in accordance with 
guidelines. 

Number o f  districts that report on 
district performance in 
decentralized planning and finance 
through SMPD. 

Contributes to an 
improvement o f  plan quality 
and efficiency in plan 
execution. 

Contributes to improved 
transparency and 
community oversight of 
both strategic and 
operational plan 
Implementation. 

Enables all involved 
institutions at the provincial 
and district levels to 
understand in detail how 
their performance affects 
overall functioning of the 
five decentralized planning 
and finance district 
processes and to define 
action to improve such 
performance. 

' Results monitoring for Component 7 i s  integrated into the monitoring o f  the other six components. 
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Number o f  provincial trainers 
accredited by IFAPA available 
for training district staff in 
decentralized planning and 
finance processes. 

planning system for local government 
i s  implemented. 

monitoring system o f  the 
decentralized planning and 
finance district processes. 

Verif ies whether provincial 
training capacity has been 
established, an important 
prerequisite for creating 
district capacity to improve 
management o f  district 
resources. 

Component 3: Enhancing Manal 
Improved institutional capacity for tht 
implementation o f  district plans. 

Strategic and operational participative 
operational plan and budget 
(PESOD) approved and 
disseminated in accordance with 
(selected criteria in) established 
planning guidelines. 

Number o f  districts with an 

Number o f  district councils that 
operate in accordance with 
(selected criteria in) current 
legislation. [Note: PARPAPAF 
indicator] 

, 

Verifies which planning 
procedures are operational 
and in accordance with key 
features o f  the national 
planning cycle. Note that the 
SMPD, once in place, will 
expand on verifying 
qualitative elements o f  the 
planning exercise. 

resource; for debelopment 

Verifies whether the 
prerequisites for local 
government functioning and 
participative decentralized 
planning are in place. 

ment and Implementation Capacity 
Number o f  districts with 
financial processes closed in e- 
SISTAFE at the end o f  the 
ftnancial year 

Proportion o f  procurement 
contracts in public works executed 
by the districts with prior approval 
(“visto”) by the Administrative 
Tribunal, 

Number o f  local government 
technical staff integrated in civi l  
service payroll (based on selected 
key-post prefinanced by N-DPFP). 

Verifies to what extent 
administrative and financial 
management procedures are 
functioning, both as a result 
o f  capacity building and the 
appropriateness o f  the legal 
and instrumental framework 
to improve management at 
the district level. 

Verifies through external 
control whether certain key 
aspects o f  national 
procurement legislation are 
being adhered to. 

Verif ies progress in creating 
sustainable district capacity 
to management public 

Number o f  districts with an annual 
increase in local revenue collection 
and registration in e-SISTAFE. 



through the integration o f  
key technical posts in the 

government's (MPD) portal 
updated at least three times per 
year with best practices and district 
performance reports. 

Number o f  districts that use at least 
three established best practices in 
decentralized planning and finance. 

Aggregated number o f  best 
Dractices in-service training 

district government budget. 

Verifies progress in 
expanding the districts' 
capacity to generate 
resources, thus improving 
the country's fiscal balance 
and the degree o f  auto- 
financing district 
development, 

Measures the willingness 
and capacity o f  the 
decentralized planning and 
finance system to re- 

Component 4: Strengthening Oversight and Accountability 
Improved oversight and accountability1 Number o f  districts that submitted 
at the local level. I their annual financial statements to 

the Administrative Tribunal in 
accordance with current legislation 

Percent o f  district accounts audited 
by the Administrative Court (% o f  
their collective budget as well as '% 
o f  institutions). v o t e :  
PARPARAF indicator] 

Number o f  districts that inform 
their local councils about the 
results o f  internal and external 
control exercises in accordance 
with guidelines. 

Verifies progress in adherin] 
to a basic legal requirement 
o f  public financial 
management, as a result o f  
increased capacity to do so. 

Measures the degree to 
which external control o f  
district accounts actually 
takes place, providing 
district governments with an 
incentive to improve 
financial management that 
cannot be provided by 
capacity building. 

Contributes to measuring tht 
degree o f  transparency and 
accountability o f  district 
government, allowing 
community oversight on 
public expenditure. 

Component 5: Knowledge Management 
Best practices, innovations, I N-PDPF web page in the 1 Provides an additional way 
information and knowledge 
concerning decentralized planning 
finance systematized and dissemin 

and 
.ated 

1 

to organize and provide 
access to available 
documentation on 
decentralized planning and 
finance, for those with 
access to the internet. 
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Component 6: Effective Project N 
Management system in place which 
ensures good quality project 
management. 

contents that are disseminated. 

inagement and Coordination 
Timely submission of consolidated 
Project AWPB and monitoring 
reports. 

Component 7: Activities Funded Outside of the Common Fund 

invigorate i tse l f  based on 
local creative initiative and 
best practices elsewhere, as 
well as the degree to which 
horizontal diffusion of 
innovations takes place. 

Measures the degree of 
systematizing and 
disseminating practical 
experience from 
Mozambique and elsewhere. 

Management tools importan 
to guide project 
implementation and ensure 
that support under 
Components 1 to 5 i s  
provided in accordance with 
project management 
principles. 

Project activities under this component are integrated into the above six components and will bc 
monitored according to each component in this results matrix. 
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Annex 4: Detailed Project Description 

1. The objective of N-DPFP is to  improve the institutional capacity to manage resources for 
district development in a participative and transparent manner. N-DPFP is closely linked to the 
overall strategy for public sector reform in Mozambique, currently in i t s  second phase (2006- 
2011). This phase of the reform i s  grounded in four priorities: improving service provision; 
strengthening the local state bodies; professionalizing the public service; and good governance 
and the fight against corruption. 

2. N-DPFP i s  designed to support al l  o f  these strategic areas and to this end it i s  essentially 
a capacity building and technical assistance project. The proposed activities under N-DPFP will 
be carried out by the government at central, provincial and district level with the support o f  
technical advisors recruited under the project. It will primarily finance capacity building and 
training activities including the development o f  methodologies and instruments with a view to 
strengthening local state institutions. I t  will also finance some .acquisition o f  goods such as office 
equipment, hrni ture and vehicles, as conditions in the districts and provinces are s t i l l  limited 
(amounts listed in parentheses below represent the IDA financing allocated to  each component). 

Component 1: Improving National Support Systems (Estimated full cost US3.9 million, of 
which IDA US3.2 million). 

3. The objective o f  this component is to support the central government to  establish an 
effective framework for decentralized planning and finance. This component i s  targeted at 
central level institutions in order to build their capacity to provide the necessary policy, legal and 
methodological framework for decentralized planning and finance at the provincial and district 
level, It i s  also aimed at supporting MPD and MF in the improvement o f  the national planning 
and budgeting system, particularly in respect o f  the harmonization and integration o f  territorial 
and sectoral plans and budgets. 

4. With the adoption o f  the L O L E  in 2003 and i t s  regulations, the SISTAFE law, and a host 
o f  other public finance laws and regulations, N-DPFP i s  aimed at providing capacity support for 
districts to assume their new roles as “budgetary uni ts”  and “development poles” and 
operationalize these laws and policy frameworks. N-DPFP i s  not a policy project but one that 
seeks to develop capacity and scale-up or mainstreaming o f  good practices from recent 
experience. However, revisions to the legal and policy framework may be needed. This 
component will therefore provide support for inputs for new or revised legal, policy or 
institutional reforms. 

5,  The component wil l primarily support the elaboration, development, testing, revision, 
publication and dissemination o f  various tools, instruments, curricula, methodologies and related 
operational costs for countrywide replication o f  socially and environmentally sound district 
planning and financing methodologies and processes. The feedback from learning-by-doing 
(Component 5) will be channeled into this component in order to learn f rom the experiences in 
other components at the district level so as to improve existing instruments or introduce 
additional ones to the legal, policy, and instrumental framework. 

6. The component will oversee the development o f  a District Process Monitoring System 
(SMPD). The system will monitor district compliance with the range o f  procedures related to  
planning and public financial management (including human resource management and 

48 



participatory planning and budgeting) and wi l l  provide information to all levels o f  government as 
to the absolute and relative performance o f  all participating institutions. This wi l l  enable 
additional targeted support to districts and provinces where necessary, or to the system as a 
whole through the development o f  new policy, legal, institutional or methodological instruments. 
The SMPD will be developed under N-DPFP and will include a mix o f  technical assistance, ICT 
and training. 

7. Under this component, N-DPFP will finance the following activities: 
Technical advisors at the central level for ministries and agencies involved in 
supporting decentralized planning and finance; 
Studies required to support improvements to, or the elaboration of, the legal, 
policy, or institutional framework for decentralized planning and finance; 
Consultants or technical advisors to prepare the methodological instruments 
(including dossiers) necessary for improving or scaling-up the system o f  
intergovernmental planning and finance and particularly district planning and 
finance; 
Development and operationalizing o f  a District Performance Monitoring System 
(SMPD), which will measure the performance o f  all participating institutions in 
the implementation o f  aspects o f  the district planning and finance system, which 
are related to their respective institutional mandates; 
Training o f  trainers and associated operating costs for the training o f  provincial 
trainers in methodologies and other instruments for decentralized planning and 
finance; 
Publication and dissemination o f  the materials developed under this component; 
Elaboration, testing, and design o f  materials that make plans, monitoring reports, 
financial reports, performance reports, audit and inspection findings accessible to 
communities, including but not limited to printed media and community 
television and radio; 
Studies to support the development or updating o f  methodologies and materials 
for conducting district audits and inspections and downward accountability 
mechanisms; and 
Updating o f  a framework for the assessment and management o f  environmental 
and social impacts o f  district-level infrastructure investments. 

8. 
systems and instruments developed or disseminated under component 1. 

Components 2 to 4 focus on the implementation at the district level o f  the frameworks, 

Component 2: Strengthening Participatory Planning and Budgeting (Estimated full cost 
US313.2 million, of which IDAUS$10.4 million).The objective o f  this component i s  to improve 
participatory planning and budgeting at a district level, and it therefore targets resources at both 
provincial and district levels that will support the district. 

9. The component wi l l  provide support: 

(i) to provide the necessary capacity support to districts for the participatory 
elaboration or updating o f  five-year district strategic development plans (PEDDs) 
including the better integration o f  land-use and local economic development 
(LED) components. The aim i s  to improve the quality and speed with which these 
plans are prepared and to ensure they reflect both community priorities and 
national policy objectives, implying greater harmonization o f  sector and territorial 
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planning efforts. Activities related to the land-use planning are mainly to perform 
a diagnosis of existing social and economic infrastructure at the district level, to 
complement them with the simplified plans undertaken during the previous 
DPFP-Centro and then to digitize the data with the view o f  creating an integrated 
national database. 

The component wi l l  support the integration o f  a stronger LED component in 
PEDDs, although N-DPFP will not support the actual implementation o f  LED 
activities. Therefore, the intervention o f  N-DPFP with regard to LED will be 
limited to i t s  planning and budgeting aspects although it will collaborate, where 
necessary, to provide strategic advice to those responsible for implementing the 
government’s LED projects as they evolve. 

(ii) to scale up the introduction or improve the operationalization o f  annual planning 
and budgeting. Annual district operational plans and budgets (PESODs), have not 
yet attained a sufficient level o f  quality in many districts, and therefore a major 
focus o f  N-DPFP i s  to support the capacity o f  district planning teams to develop 
PESODs and to engage constructively with the province to ensure their 
integration, as far as possible, into the provincial operational plans and budgets 
(PESOPs), as well as sector plans in the context o f  the national operational plan 
and budget (PESOE). The development o f  methodologies and processes to 
improve the ‘ y h ~ o n i z a t i o n ’ ’  o f  process at the district and provincial level i s  a 
key aspect o f  this component. It requires improved capacity not only to determine 
spending priorities and choices but also to forecast and integrate the revenue side 
o f  the budget into the PESOD including sources o f  own revenue and fiscal 
transfers. A major challenge for this component will be to strengthen the linkages 
between strategic and operational planning at the district and provincial level. 

(iii) to strengthen the basis for community participation in the local development 
process. The establishment and functioning o f  the Consultative Councils at the 
district, Administrative Post, and local levels i s  critical to the participatory nature 
o f  the district planning and finance process. These councils are made up o f  
representatives o f  government and communities and are the forums’ for 
prioritizing investment in the district. The component will build on the good 
practice o f  the earlier projects and the long history in Nampula Province in 
particular. 

10. Under this component N-DPFP will finance the following activities: 

The training o f  district staff in community participation and strategic and 
operational planning and budgeting; 
The contracting o f  specialized technical assistance at the provincial level to work 
with districts on improving strategic and operational planning with community 
participation. These would be long-term or short-term advisors or consultants 
depending on the nature o f  the intervention required; 
The elaboration and integration o f  territorial perspective to District Strategic 
Development Plans; 
Strengthening community participation in the strategic planning process, 
including supporting the operating costs o f  relevant Consultative Council sessions 
which will, over time, be integrated into district budgets; 
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The elaboration and dissemination o f  materials and instruments for community 
participation, including the provision o f  information in local languages and 
accessible formats; 
Strengthening the capacity o f  Consultative Councils to effectively engage in the 
district development process; 
The publishing and dissemination o f  PEDDs and PESODs in an accessible format 
to  their respective communities; and 
The financing o f  goods and equipment, including vehicles where necessary and 
their associated operating and maintenance costs, to  support planning and 
budgeting processes. This will be accompanied by plans for operation and 
maintenance and a financial plan for integration o f  these costs into the district or 
provincial budgets over time. 

Component 3: Enhancing Management and Implementation Capacity (Estimated full cost 
US$11.6 million, ofwhich IDA US89.2 million). 

11. The objective o f  this component is the improved institutional capacity for district plan 
implementation in l ine with the regulatory and policy framework and associated procedures. 
Funds for plan implementation are provided in the state budget v ia sector budgets and the 
District Investment Budget. N-DPFP provides the associated technical assistance and related 
capacity building support for the implementation o f  plans. 

12. The component will provide training and technical support to district staff on 
procurement, safeguards screening and implementation, contract management, financial 
management, supervision and oversight o f  public investments as set out in district plans. It will 
also provide support for the planning and implementation o f  district maintenance plans and their 
implementation. The component will also be able to support training for local private sector 
contractors to respond more effectively to  invitations to tender. I t  will also provide support for 
training and mobilizing provincial staff to  more effectively engage in supporting districts in plan 
implementation. It will also provide, as part o f  the implementation o f  the plans, systematic 
training in the review o f  environmental and social risks, and the actions needed to mitigate these 
where necessary, as defined by both the previous project (DPFP-Centro) and MICOA.  

13, In Mozambique, the reform o f  the public financial management system and the rollout o f  
e-SISTAFE have been under way for a number o f  years although many districts are not yet 
online, due to lack o f  technical infrastructure (reliable electricity supply, internet access and 
banking facilities). Nevertheless, a l l  districts fo l low SISTAFE procedures. E-SISTAFE is 
currently available to 50 out o f  128 districts. At least 14 more are expected to  have access by 
2012. The component will provide support to districts enabling them to comply with their legal 
obligations with respect to financial management procedures. It will build o n  good practices 
established by the former DPFP-Centro particularly in respect to  contracting, training and 
supporting district staff responsible for management o f  public resources at the district level. 

14. Another critical element o f  the component i s  supporting improvement in the collection 
and management o f  the districts’ own revenue. Although overall potential is  low, as some 
districts have a limited economic base (see “Analysis o f  District Finances in Mozambique,” 
March 2009, by Jamie Boex and h g e l o  Macuacua), there is nevertheless some potential for 
districts to increase revenue collection and that this will have impact at a district level. W h i l e  
many districts have made progress in this area, nevertheless the incentive for collection and 
registration remains weak and needs to be addressed under Component 1. However, there are 
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opportunities for improved collection, registration and management o f  own revenues at the 
district level, and this component will provide the necessary support through the provision o f  
materials, equipment, training, and technical advice. 

15. The component will also provide technical support, training, and the necessary associated 
operating costs and equipment for districts in the area o f  procurement, contract management, 
supervision and monitoring o f  plan implementation. The component also integrates training 
modules and manuals on HIV/AIDS as part o f  the district and provincial planning process. 

16. Under this component, N-DPFP will therefore finance the fol lowing activities: 
Training for district officials in design, safeguard assessment, procurement, 
contract management and supervision o f  public investments, particularly in 
works; 
Monitoring o f  compliance (implementation o f  SMPD at the district level); 
Strengthening o f  financial management capacity, including expenditure 
management and own-revenue collection, registration and management; 
Purchase o f  goods, equipment and vehicles as necessary to oversee plan 
implementation; 
Improvement o f  human resource management at district level, including systems, 
training and equipment; 
The effective supervision and monitoring o f  the implementation o f  PESODs 
(including O&M which will be progressively integrated into the district and 
provincial budgets); and 
The contracting o f  District technical staff (on Government terms and conditions) 
for a maximum o f  two years, to be integrated into the district (or provincial) 
budgets within that period. 

Component 4: Strengthening Oversight and Accountability (Estimated full cost US$O. 4 
million, of which IDA US$0.3 million) 

17. 
level in terms o f  both upward and downward accountability. 

The objective o f  this component i s  improved oversight and accountability at the district 

18. This component is concerned with improvements to internal and external control 
functions, as wel l  as downward accountability to citizens. The coverage o f  district audits has 
been limited in the past, although with some progress achieved under DPFP-Centro. This will be 
continued and expanded in the next phase o f  the government’s program. The strengthening o f  
external control functions will also be supported from resources outside o f  N-DPFP (for example 
the Common Fund for PLACOR, which is a separate but complementary project). The activities 
to support this component’s objectives will include any related to (i) extending the coverage o f  
inspections and audits in provinces and districts, (ii) strengthening the internal control system in 
provinces and districts, or (iii) improving the participation o f  citizens in oversight o f  public 
management. 

19. With regard to internal control, the component will support IGF, IGAE and UFSA to 
strengthen the capacity o f  Provincial Administrative Inspectorates (IAPs) at the provincial level 
to undertake internal control functions in provinces and districts and training for which direct 
support will be provided. 
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20. The component will also support activities aimed at improving community oversight and 
accountability mechanisms. Critical to these efforts will be making planning, budget execution, 
and financial and external and internal control reports available to communities in an accessible 
format, along with opportunities for discussion and review between communities and district 
government, especially within consultative councils, and between different levels o f  sub-national 
government. 

21. The component will also seek to promote coordination and collaboration among the 
various audit and inspection functions, as well as other key ministries involved in the N-DPFP, 
in order to maximize the learning and improvement opportunities offered by the functions under 
their control. Activities under this component will therefore be coordinated with the 
complementary activities financed under the PLACOR. 

22. Under this component N-DPFP will finance the following activities: 
(i) Technical assistance for the strengthening o f  external and internal control 

functions; 
(ii) The elaboration and dissemination o f  materials that make plans, financial reports, 

audit and inspection findings accessible to communities, including but not limited 
to printed media and community television and radio; 
Support to establishing internal control functions at the district level including 
training workshops; and 
Meetings, peer-learning opportunities and training workshops for representatives 
o f  the inspection and audit agencies involved with district audits and 
accountability. 

(iii) 

(iv) 

Component 5: Knowledge Management (Estimated full cost US$0.5 million, of which IDA 
US$O. 4 million) 

23. The objective o f  Component 5 i s  to collect, systematize, and disseminate good practices, 
innovations, information and knowledge concerning decentralized planning and finance in 
Mozambique and beyond. The component wi l l  be focused on establishing learning loops 
whereby experience in the districts will be analyzed and the results o f  this fed into activities o f  
Components 1, 2, 3 and 4 in order to improve performance on the ground through knowledge 
sharing. The component will be responsible for facilitating exchanges o f  experience, peer 
learning and intergovernmental communication. It will also establish a repository o f  materials 
and a library on decentralized planning and finance at the central level, since significant 
transaction costs have been incurred in providing this material to researchers, consultants, new 
government staff and other interested parties over the years. 

24. Under this component N-DPFP will finance the following activities: 
(i) Development o f  guidelines and manuals for data collection, compilation and 

dissemination o f  information and knowledge on decentralized planning and 
finance; 
Consultancies, services or advisors to compile good practice experiences and 
innovations into appropriate media and other forms o f  knowledge capture and the 
publication and dissemination o f  these; 
Establishment o f  a low-cost ICT platform (web-based) to act as a repository for 
the knowledge materials and for updating and maintaining this platform; 

(ii) 

(iii) 
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(iv) Training and workshops necessary for the exchange o f  experiences and 
dissemination and discussion o f  the good practices and other information 
compiled under the component; and 
The purchase o f  the necessary goods and equipment (not including vehicles) and 
associated operating costs, for the preparation o f  materials under this component, 
provided this is accompanied by an operation and maintenance plan and a 
financial sustainability strategy for end o f  project. 

(v) 

Component 6: Effective Project Management and Coordination (Estimated full cost US$4.8 
million, of which I D A  US$3.9 million) 

25. The objective o f  this component is to ensure high-quality project management and to 
establish the systems necessary to monitor compliance with government and development 
partner procedures and other commitments. 

26. The component will finance long-term advisors under N-DPFP at the central and 
provincial level, with a view to phasing out. It will finance the purchase o f  necessary office 
equipment as per the annual plan, as wel l  as specific studies in support o f  project management. 
The component will also finance the necessary project audits, mid-term review, and other 
compliance requirements from development partners under the project. 

27. Under this component N-DPFP will therefore finance the following activities: 
(i) 
(ii) Project financial audits 
(iii) Project procurement audits 
(iv) 
(v) 

Contracting o f  consultants and short te rm advisors for project management 

Purchase o f  necessary equipment to manage the project, and 
Operating costs for management and supervision o f  project activities in the field, 
ensuring consolidated reporting, collaboration and active coordination among 
ministries and other central agencies involved in N-DPFP, and 
Organization o f  regular management workshops. (vi) 

Component 7: Activities Funded Outside of the Common Fund (non-IDA US$8.6 million). 

28. This component will involve a targeted program o f  capacity building in selected 
provinces to facilitate hr ther  decentralized planning and finance at the provincial and district 
level in these provinces, and which will be integrated into the other six components. The details 
o f  these activities are set out in Annex 16. These activities will be financed by the Non-Common 
Fund Partners (UNDP and German Cooperation) signatories to the Memorandum o f  
Understanding, through two separate mechanisms: (i) in-kind (direct) contribution to provide 
technical assistance, and (ii) cash contribution to finance some studies, acquisition o f  goods such 
as vehicles, and training activities. The details o f  the N o n  Common Fund activities and costs to 
be financed by UNDP and German Cooperation are in Annex 16. 
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Annex 5: Project Costs 

Project Cost By 
Component 

Component 1: Improving 

Local US$ million Foreign US$ million Total US$ million 

National Support Systems I 0.2 I 3.7 I 3.9 
Component 2: 

Total Base Cost 
45.0 

37.2 

Total Financing I 38.5 - 
Reouired I I I 
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Table 2: Committed and Indicative Financing (in US$ million) 

Budget and Financing Agency 
Budget 

2010- 
2009 2012 2013-2014 Total 

2.9 37.0 6.4 46.3 

IDA 
Netherlands, Ireland, and 
Switzerland 

Germany 

UNDP 

2.0 22.2 6.2 30.4 

7.3 7.3 

0.3 4.8 0.2 5.3 

0.6 2.7 0.0 3.3 
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Knowledge Management 

Project Management and 
Coordination 
Refund o f  Project 

Component 6: Effective 

Preparation Advance 
(PPA) 

Contingencies 
Total Project Costs 

Total Base Cost 

0.1 0.3 
3.9 

0.5 3.4 

2.0 
0.1 1.9 

29.4 
6.2 23.2 

1 .o 1 .o 
6.2 24.2 30.4 



Table 4: Estimated Project Costs per Component to Be financed by IDA 
(US% million per calendar year) 

Project Cost by 
Component 
Component 1: 
Improving 
National Support 
Systems 
Component 2: 
Strengthening 
Participatory 
Planning and 

PPA 2010 2011 2012 

0.8 0.9 0.8 

Component 3: 
Enhancing 
Management 

Implementation 
Capacity 
Component 4: 
Strengthening 
Oversight and 
Accountability 
Component 5: 
Knowledge 
Management 
Component 6: 
Effective Project 
Management 
and 
Coordination 
Refimd of 
Project 
Preparation 

Total Baseline 
Advance (PPA) 

, 
2.9 2.2 2.0 

0.1 0.1 

0.1 0.1 0.1 

0.6 1 .o 1.1 

2.0 

cost 

Total Project 
costs 

Contingencies 
2.0 7.0 8.2 6.3 

0.2 0.3 0.2 

2.0 7.2 8.5 6.5 

2013 

Cost of  Component German Cooperation UNDP 

Component 7 5.2 3.3 
(Foreign US$ million) (Foreign US$ million) 

Contingencies 0.1 
Total Costs 5.3 3.3 

0.5 

Total US$ million 

8.5 
0.1 

8.6 

1.4 

1.5 

0.1 

0.7 

4.2 
0.2 

4.4 

2014 

0.2 

0.2 

0.6 

0.1 

0.1 

0.5 

1.7 
0.1 

1.8 

rota1 

3.2 

10.4 

9.2 

0.3 

0.4 

3.9 

2.0 

29.4 
1 .o 

30.4 

Table 5: Estimated Project Costs per Component to Be Financed through In-kind 
and Cash Contributions (Non Common Fund Partners) 
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Annex 6: Implementation Arrangements 

Institutional and implementation arrangements 

Basic principles 

1. N-DPFP i s  a support project which provides an integrated platform for a number o f  
activities undertaken at various levels o f  government. The focus o f  these activities i s  to 
strengthen capacity for the execution o f  decentralized and participative planning processes and 
public financial management with the aim o f  increasing the efficiency and responsiveness o f  
district government. 

2. The project will focus on strengthening capacity in relation to five district planning 
processes, each o f  which has a basis in law and confers upon district governments a set o f  legal 
obligations and requirements. 

3. 
framework and guided by three important principles: 

Institutional arrangements for the implementation o f  the project are based on this legal 

i) The project is  a government project executed and managed by government2; 
ii) The support and technical assistance that the project offers i s  delivered within the 

framework and structure o f  government institutions and systems and wherever possible 
follows established government procedures, processes and norms; 

iii) Where these systems, procedures and processes are fragile or where there i s  a lack o f  
capacity for their effective implementation, the project will seek to strengthen them and 
build capacity rather than bypass them or set up parallel structures. 

4. Furthermore, in the definition o f  implementation arrangements, the project takes into 
account the experiences and lessons learned during the implementation o f  project-based 
approaches which preceded the national project3. Many o f  the institutional and implementation 
arrangements that have been tried and tested over many years are up-scaled and mainstreamed in 
the national project. 

Scope of project implementation 

5. N-DPFP seeks to consolidate and mainstream the best practices in the fields o f  
decentralized and participative planning and public financial management, and it will therefore 
be implemented countrywide (covering al l  districts) and will involve the participation o f  key 
central level institutions that contribute directly to the management o f  the decentralized planning 
and finance process. 

’ Except for inkind contributions by Non-Common Fund Partners. 
In the case of DPFP-Norte (UNDPNNCDF) from 1998 to 2008 and in the case of DPFP-Centro 2004 to 2008 3 
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Implementing agencies 

6. Given the scope o f  N-DPFP, government institutions and agencies at the central, 
provincial and district levels will al l  contribute to the implementation o f  its constituent parts. 
These agencies are summarized at the end o f  this Annex. The role o f  these agencies at each level 
in respect to  the implementation o f  the project components can be summarized as follows: 

1 6  1 Project management 

For further information, refer to Annex 3 o f  the Memorandum o f  Understanding (“Institutional 
and Implementation Arrangements”). 

Funding modalities 

7. N-DPFP will be supported by two financing modalities: 
(i) 

(ii) 

A Common Fund Financing Mechanism (CFFM). This i s  the principal financial 
source for the project, o f  which the IDA is the major contributor. 
In-kind and cash contributions provided outside the Common Fund (UNDP and the 
German Cooperation). 

8. Financial support made available through the CFFM will be “on budget” and 
programmed, executed, and accounted for using the government’s public financial management 
system, SISTAFE. A more detailed explanation o f  financial mechanisms and funding flows is 
given in Annex 7,  “Financial Management and Disbursement Arrangements.” 

Project management and coordination 

9.  Project management and coordination adopts an approach which has been tried and tested 
in two o f  the existing DPFP projects: DPFP-Norte (UNDP-CDF) and DPFP-Centro (World 
Bank) in which supervisory (coordinating) committees are established dt provincial and national 
levels supported by multi-sectoral technical teams. 

Central level 

10. National Supervisory Committee (Comitk de Supervisbo- CdS): The lead agency for N- 
DPFP is the Ministry o f  Planning and Development (MPD), which will be responsible for overall 

59 



management and coordination o f  the project. MPD will be supported in this task by a multi- 
ministerial supervisory committee (CdS) which wi l l  play a strategic oversight and coordination 
role. The CdS was established over five years ago under the auspices o f  the DPFP-Centro project 
and has played a key role in the development o f  N-DPFP. Until recently the CdS was chaired by 
the National Director o f  Planning. However, for the purposes o f  the N-DPFP, and to give the 
committee more “gravitas,” it i s  proposed that the CdS be chaired by the Vice-Minister MPD. 
Members o f  the CdS will comprise national directors o f  Planning, Promotion o f  Rural 
Development, Budgeting, Construction, Territorial Planning, Local Administration, and Strategic 
Management o f  Human Resources, as well as representatives o f  the Auditor General (Tribunal 
Adrninistrativo), the General Finance Inspectorate (IGF), and the General Inspectorate for State 
Administration (IGAE). 

11. 
includes the following specific responsibilities: 

The key role o f  the CdS i s  to ensure the overall strategic direction o f  the project and 

Coordinate and oversee project implementation so as to ensure that project 
objectives and key indicators are achieved; 
Ensure the consistency between N-DPFP and other ministerial programs or 
projects that intervene in the area o f  decentralization; 
Ensure inter-ministerial coordination o f  the decentralisation process in relation to 
planning and PFM; 
Approve the budget ceilings and the institutional and territorial distribution o f  
project funds; . 
Approve central level project related annual work plan and budget; 
Oversight o f  project activities at central, provincial and district level to ensure that 
they are adequately resourced; 
Endorse provincial and district project related annual plans and budgets; 
Approve project monitoring and financial execution reports; and 
Maintain regular dialogue with project partners. 

12. Technical Group (Grupo Ttcnico - GT): A group comprised o f  technical officers from 
the institutions represented on the CdS has also existed for over four years and has primarily 
focused on activities related to Component 4 o f  the DPFP-Centro project (research and policy 
replication). Under N-DPFP, the remit o f  this Technical Group will be widened to support the 
CdS by providing inputs on policy and methodological issues, work plans, budgets, monitoring 
and progress reports, financial reports and other material relevant. This group’s function would 
include, among other things: 

The definition, programming, budgeting, and execution ofisannual activities; 
Accompanying the implementation o f  project activities and preparing progress 
and financial execution reports; 
Advising and keeping the Vice Minister and Director(s) informed about N-DPFP 
progress as well as any new initiatives that might be relevant to N-DPFP 
implementation; 
Supporting technical coordination and inter-sectoral articulation; 
Supportinghackstopping provincial technicians and advisors on project 
methodologies and implementation; and 
Disseminating project policy, methodologies, guidelines, and other relevant 
materials. 
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The Technical Group will be supported by project technical advisors and specialists. 

13. National Directorate of Planning, MPD (DirecqBo Nacional de Planificaqzo - DNP): The 
National Director o f  Planning, based in the MPD, will be responsible for the day-to-day 
management, coordination, and monitoring o f  the project. The director will be supported by 
technical staff o f  the newly created Department for Decentralized Planning, which falls under the 
NDP and which will provide oversight to ensure the effective and efficient implementation o f  the 
project. The role o f  the department will include among others: 

Elaboration o f  a consolidated N-DPFP Annual Work Plan and Budget (AWPB) 
including consolidated procurement plan; 
Conducting all project monitoring and evaluation activities; 
Elaboration o f  project implementation reports for submission to CdS and partners. 
These reports wi l l  include an analysis o f  progress against K P I s  and a consolidated 
financial report; 
Oversight o f  the timely flow o f  funds from development partners to CUT and 
from the national level to provinces, districts, and central-level institutions; 
Coordination o f  the Technical Group; 
Provision o f  support and guidance to other government institutions with regard to 
the planning and implementation o f  N-DPFP; 
Support and supervision o f  provincial activities in collaboration with provincial 
directorates (DPPF); 
Safeguarding o f  the operational consistency o f  all long-term and short-term TA 
inputs to the project; 
Maintenance o f  dialogue with development partners on a regular basis; and 
Initiation and preparation o f  mid-term reviews as well as final project reports. 

Provincial level 

14. Provincial Supervisory Committee (Comitt! de Supervisrio Provincial - CdSP): 
Arrangements for project management and coordination at the provincial level largely reflect 
those at the central level. At the provincial level, the Provincial Secretariat will be responsible 
for project coordination supported by other provincial directorates, which together form the 
Provincial Supervisory Committee (CdSP). Provincial CdSs have, in fact, been established in 
Nampula and Cab0 Delgado for some years and generally function well. Previously these have 
been chaired by the director o f  Planning and Finance. However, for the purposes o f  N-DPFP it i s  
proposed that the Provincial Committee wi l l  be chaired by the Provincial Secretary, supported by 
the Provincial Director o f  Planning and Finance in order to align more closely with institutional 
responsibilities. Members o f  the Provincial CdS will include the Provincial Director o f  Public 
Works, Environmental Affairs, and other provincial directors nominated by the Provincial 
Secretary. 

15, The role o f  the provincial CdS, among others, will include the responsibility to: 

(i) 

(ii) 
(iii) 
(iv) Ensure intersectoral coordination and adequate linkages between provincial 

Coordinate and oversee project implementation so as to ensure project results and 
targets are achieved at the provincial level; 
Approve project-related sectoral annual work plans and budgets; 
Endorse districts’ project related annual work plans and budgets; 

directorates and district administrations; and 
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(v) Approve provincial project monitoring and financial execution reports. 

16. Provincial Technical Team (Equipa Provincial do Apoio a P1aniPcaga"o -EPAP): The 
Provincial CdS will be supported by a Provincial Technical Team (EPAP), whose members will 
comprise technical staff drawn from project participating directorates. Provincial Technical 
Teams have already been established in Cab0 Delgado, Nampula, Zambezia, Tete, Manica and 
Sofala under the auspices o f  existing UNDPKDF and World Bank projects. The EPAPs will 
provide substantive input on technical and methodological issues relevant to their respective 
institutions as well assist districts in complying with their obligations in respect to district 
planning processes. The EPAPs will be coordinated by the Head o f  the Department o f  Planning 
and Budget (DPO) based in the Provincial Directorate o f  Planning and Finance (DPPF). 

17. The role o f  the EPAP includes: 

(i) 

(ii) 

(iii) 

(iv) 
(v) 

Providing technical and methodological support to districts on the overall process 
o f  decentralized planning and execution, including on job training; 
Ensuring technical coordination o f  project activities and their articulation between 
sectors; 
Supporting districts in the planning and budgeting o f  project activities to 
guarantee the conformity with project objectives, results and targets; 
Supervising and monitoring project-supported activities; and 
Analyzing and harmonizing AWPB and progress reports o f  the sectors and 
districts. 

18. 
advisors and specialists. 

The Provincial Technical Teams will be supported by provincial project technical 

19. Provincial Directorate of Planning and Finance (Direcpio Provincial do Plano e 
Finangas, DPPF): The Provincial Director o f  Planning and Finance will be responsible for the 
day-to-day management o f  the project including: 

(i) Ensuring that project-related sector activities are consistent with the project's 
results framework; 

(ii) Elaborating a consolidated provincial project related AWPB including a 
consolidated procurement plan; 

(iii) Elaborating consolidated provincial project implementation reports; 
(iv) Ensuring the timely flow o f  funds to participating directorates and districts; 
(v) Providing support and guidance to provincial directorates and districts regarding 

the planning and implementation o f  N-DPFP-supported activities; and 
(vi) Supporting and supervising district activities in collaboration with other 

provincial directorates. 

District level 

20. District governments are the principal focus o f  the project's institutional capacity 
building activities. Capacity will be strengthened to ensure that districts comply with their legal 
obligations in relation to district planning processes. District governments are also the 
implementing agencies for project activities, such as facilitating improved functioning o f  
consultative councils and their members. 
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21. At the district level, district administrators will be responsible for resource use and sub- 
project management supported by a district technical team (DTT) that comprise staff from 
various district services. Moreover, the project will support the reinforcing o f  the technical 
capacity o f  the district by making funds available for contracting technical staff in key areas. 
These staff are technicians in areas such as bookkeeping and works management, and are 
positions within the approved new structure o f  the district but not yet fully funded in all districts. 
As was piloted effectively in four provinces under DPFP-Centro, these staff will be recruited 
according to government procedures and pay scales and within two years will be integrated and 
funded within the district’s own budgets. (see Technical Note on Technical Assistance for more 
information) 

Project annual planning and budgeting cycle 

22. The annual planning and budgeting cycle o f  the project will be aligned with that o f  the 
government. Project activities will be integrated into the government’s annual operational plan 
(Plano Econbmico Social PES) and budget (Orqamento do Estado - OE) at sector, provincial 
and district level. 

23. The definition o f  annual activities will be guided by the project’s strategic planning and 
results framework (MQL) and wi l l  take place at all levels and involve all participating 
institutions. DNP will define a formula for the distribution o f  project funds to participating 
institutions. On the basis o f  these budget ceilings, a series o f  pre-planning workshops wi l l  take 
place at the central level (for central level institutions) and at the provincial level (for provincial 
directorates ‘and districts) in the May-June period o f  each year. These workshops will support the 
elaboration o f  activities and budgets for the project annual work plan for the following year. 
Following a process o f  harmonization and quality control, each participating institution wi l l  
insert project activities and costs into their respective annual plans and budgets (PESODs, 
PESOPs and PESOE) which will then be subject to the normal consolidation and approval 
process. 

24. In principle, district and provincial AWPBs, prepared on the basis o f  the project’s 
strategic results matrix, are endorsed at provincial level by the provincial CdS and subsequently 
integrated in the PESODs and the PESOPs o f  the respective institutions. The DPPF in each 
province plays an important quality assurance role in this process. 

25. The role o f  the central level CdS will be to endorse the district and provincial AWPBs, 
based on an analysis by DNP. This analysis will be shared with the provinces and development 
partners. The central-level AWPBs o f  the participating institutions are discussed and approved 
by the CdS, based on an analysis by DNP and subsequently integrated into the sector PES- 
Budget. 

26. The DNP will have the responsibility to harmonize and consolidate the overall AWPB for 
the project endorsement. This meeting will normally take place in October o f  each year. Once 
actual project planning has taken place, MPD and the DPPFs wi l l  have the responsibility to: 

(i) Ensure harmonization o f  the AWPB, in accordance with the planning framework o f  
the N-DPFP; and 

(ii) Consolidate and analyze the plan and submit it for validation / approval to the 
respective Supervision Committees. 

63 



27. The project’s annual planning and budgetary cycle can be summarized as f01lows:~ 

By end May 

By end June 

By end July 

By end August 

By mid September 

By end September 

By end October 

By end November 

- 
Ac tioas 

Funds to be made available to the NP are defined in the 

Medium Term Financial Framework for Years N to N+2 

Sectoral and territorial ceilings for project budget defined 

and project planning guidelines sent to participating 

institutions 

Pre-planning workshops realized at provincial and 

national level to define project activities for Year N (on 

the basis of  budgedguidelines) 

Project activities are integrated into PESODs, PESOPs 

and the PESOE and into the budget using e-SISTAFE 

(with project budget codes) 

Budget negotiations with sector and provinces finalized 

and submitted to Parliament 

PESOE finalized and submitted to Parliament 

Finalize and distribute consolidated project AWPB for 

Year N 

Joint CdS-Partner Planning Meeting to endorse AWPB 

Partners confirm financial support for Year N 

Confirmation o f  final budgetary limits and communication 

to sectors, provinces, districts 

DNP, DNO, 

partners 

DNP, DNO 

~ 

DPPF I 

participating 

institutions 

provinces 

---i DNP, DNO 

DPPFs 

Partners 

DNP, DNO 4 
Note that for the purposes o f  this table, ’the p lan year’ (Le., the year in wh ich  the plan will be implemented) is 

referred to as Year N. The year prior to the p lan year is Year N-1. Subsequent years are referred to as Year N+1, N+2, 
etc. 
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Final adjustment o f  plans (if necessary) 

N-1 By mid December Preparation o f  annual progress reports and financial 

executions reports begins 

N By end January State budget and Common Fund Resources allocated by e- 

SISTAFE (on-going) 

Finalize annual progress reports and financial executions 

reports for Year N- 1 

N 

All 

participating 

institutions 

MF 

All 

participating 

institutions 

DNP 

DPPFs 

By end February Finalize consolidated project progress and financial 

execution reports for Year N- 1 

DNP, 

Partners 

N 

28. The M P D  has the institutional mandate to  strengthen national planning capacity and 
ensure that the results o f  decentralized and participatory planning and budgeting processes are 
effectively integrated into annual operational plans and budgets. Compliance with this mandate 
will require the further development and strengthening o f  the national system and training to 
ensure its correct application in participating institutions. It is a specific objective o f  the project 
to support the M P D  and the DPPFs in this task through short term and long term technical 
assistance where and when considered necessary. 

By endMarch Joint CdS-Partner Evaluation Meeting to approve 

consolidated project progress and financial execution 

reports for Year N- 1 

Monitoring 

29. 
will contribute to the development and improvement o f  the following monitoring systems: 

Monitoring o f  the N-DPFP will be aligned with national procedures and processes and 

(i) The PESODPESOP monitoring system, which evaluates progress in the 
implementation o f  provincial and district strategic development plans (PEDDPEP) 
and is an integral part o f  the BdPESPARPA monitoring system. 
The District Processes Monitoring System (SMPD), which measures performance o f  
district governments in the execution o f  the obligations in respect to  district planning 
processes. (This is, in effect, an evaluation o f  the district government’s ability to 
manage local development according to established planning and financial 
management procedures), The DPMS will simultaneously measure any improvement 

(ii) 
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in performance, which can be attributed to the N-DPFP intervention, and as such N- 
DPFP performance. 
An N-DPFP internal monitoring system, which will take in additional monitoring 
needs for the national program that cannot be covered by the two previous systems 
and which will cease to exist once the N-DPFP ceases to exist. 

(iii) 

30. Impact evaluation, both in terms o f  improved local governance and in terms o f  economic 
development (as a result o f  PEDDPEP implementation, measured by the BdPES) will be done 
through specific evaluation studies. 

31. The MPD has the institutional mandate to develop monitoring systems for the BdPES. 
Development o f  the SMPD will be done by MPD in collaboration with MAE, as it essentially 
measures the effectiveness o f  district government in managing development processes in the 
district in accordance with the norms and procedures embedded in the district process dossiers. 
32. In relation to the BdPES, monitoring data will be collected by participating institutions. 
For those indicators that are o f  special interest to the national project, MPD/DNP and 
DPPF/DPO will s t i l l  have the responsibility to include them in a consolidated report, which will 
be submitted for validatiordapproval to their respective Supervisory Committees. 

33. In relation to the SMPD, consolidated reports will be produced joint ly by the SP and 
DPPF at the provincial level, as well as by MAE and the M P D  at the central level. As far as the 
national program is concerned, these reports will be submitted to the respective Supervision 
Committees. 

34. The SP and DPPF will be jo int ly responsible to ensure that there i s  proper feedback to 
district government with regard to district performance. A similar jo int  responsibility lies with 
the MAE and M P D  to discuss performance o f  district, provincial and central level. 

35. Lastly, the national project’s Internal Monitoring System will form the basis for regular 
progress reporting. The participating institutions in N-DPFP will report back o n  project plan 
implementation to DPPF and MPD, who in turn will be responsible for producing consolidated 
reports at provincial and national level in their respective PES-OEs. 

Financial execution 

36. 
Note. What follows i s  a summary: 

Financial execution o f  the program i s  dealt with in more detail in a separate Technical 

37. The responsibility for developing and strengthening the public financial management 
system (SISTAFE) l ies with the Ministry o f  Finance. Project activities and their costs will be 
codified and integrated into the PES and the state budget. Once approved by Parliament, 
financial execution using established government procedures will be followed by each o f  the 
participating institutions. 

38. Accounts will be presented through the accounting reports o f  the respective DAFs using 
e-SISTAFE and based on state budget classifiers. Monthly reports wil l be produced by e- 
SISTAFE including analytical reports, summary reports and detailed reports for each level o f  
management. Additional reports can be made in response to a specific request for information by 
development partners and other stakeholders. 
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39. 
the following institutions: 

The responsibility for  producing the financial execution reports o f  the N-DPFP lies with 

(i) MPD/DNP: Consolidated financial report aggregating al l  information from 
implementing agencies at the central and provincial levels, using e-SISTAFE. 

(ii) DPPF/Public accounts Department: Consolidated financial report aggregating al l  
information f rom implementing agencies in their respective provinces, using e- 
S ISTAFE , 
Project Implementing Agencies: Financial execution reports, elaborated either by 
generating analytical reports from e-SISTAFE (in the case o f  the UGEs who have 
access to a terminal) or by compiling the necessary documents (in the case o f  the 
UGBs, who do NOT have access to a terminal). 

(iii) 

40. 
participating institutions in the N-DPFP. 

A single Consolidated Financial Report is  prepared for a l l  development partners and 

Procurement 

4 1. 
and Annex 8. What follows i s  a summary. 

Project procurement is dealt with in more detail in a separate Technical Note o f  the M o U  

42. Procurement of Goods; The project will in principle use the procurement units (UGEA) 
within the participating institutions at provincial and district level following Bank procedures 
(which allow for national bidding and local shopping procedures, as indicated in Annex 8 on 
Procurement), based on the approved AWPB. The project will provide technical assistance 
personnel for procurement at provincial and central level in order to be able to comply with Bank 
procedures. 

Procurement of services 

Long-term technical assistance 
e All long-term technical assistance inputs will be based on the defined needs o f  the 
participating institutions, who will prepare draft TORS in coordination with DNP. 
a DNP will be responsible for contracting al l  long-term central and provincial level 
based TA financed by the Common Fund in collaboration with the requesting institution 
during the procurement process in order to ensure a uniform coordinated project input at 
both levels. 

Short-term technical assistance 
e For short-term technical assistance that i s  an input to approved project activity 
and included in the procurement plan, the TOR will be prepared by each governmental 
agency and submitted to the relevant Technical Group at the provincial or central level 
for quality assurance. The final TOR will be submitted to DNP for monitoring and 
recording purposes only. 

’ Does not apply to activities financed by the Non-Common Fund partners. 
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44. 

Ministry 

Ministry for Planning and Development 

Ministry o f  Finance 

Personnel (district field staa 
e The project will initially finance field staff during a period o f  2 years to 
strengthen district government. After this period they will be integrated into the public 
administration. This staff will be recruited directly by the districts but on the basis o f  TOR 
which have been prepared in coordination with the provincial Secretariat and DNP. 

Directorate 

ND for Planning 

ND for Promotion o f  Rural Development 

ND o f  Budgeting 

ND for State Property 

Procurement of all goods and services for which payment in Forex i s  required will be 

Ministry for State Administration 

Ministry for Public Works & Housing 

Ministry of Environmental Affairs 

Ministry for Public Service 

Auditor General (Tribunal Administrativo) 

undertaken by MPD in consultation with participating insti&Gons when necessary or appropriate. 

Internal and external control 

ND for Public Accounts 

General Inspectorate for Finances (IGF) 

Procurement Supervision Unit (UFSA) 

ND for Local Administration 

ND for Territorial Organization 

General Inspectorate for State Administration (IGEA) 

ND for Construction 

ND for Land U s e  Planning 

ND for Strategic Management of Human Resources 

45. 
Tribunal Admnistrativo (external audits) according to the Bank’s requirements. 

The accounts o f  the project will be audited by the MF/IGF (internal audits) and the 

Directorate 

Office o f  the Permanent Secretary 

PD Planning and Finance 

List of  Project Implementing Agencies 

Department 

Planning and Budgeting 

PD Public Works and Housing 

PD Environmental Affairs 

Construction 

Land-Use Planning 

2. Provincial Level 

68 



3. District Level 

I I DepartmentlService - 1  
District government Office o f  the District Administrator 
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Annex 7: Financial Management and Disbursement Arrangements 

Introduction and background 

1. The National Decentralized Planning and Finance Project (N-DPFP) i s  a follow-on to the 
DPFP-Centro, whose responsibility for implementation and coordination was within the Ministry 
o f  Planning and Development (MPD). One o f  the key differences between the previous project 
and the current project i s  the number o f  benefiting and implementing entities; while the previous 
project only involved four central provinces, and later extended to Maputo, the current project 
will involve six line ministries (MPD, MAE, MOPH, MOF, MICOA, MFP) as well as the 
Tribunal Administrativo (TA), all Provincial Directorates o f  Planning and Finance (DPPF), and 
all 128 districts o f  Mozambique. One o f  the objectives o f  the project i s  to strengthen 
decentralized planning process, district public financial management execution and capacity. 

Summary o f  the Assessment 

2. The assessment o f  the financial management arrangements o f  the project in accordance with 
the Financial Management Practices in Bank-Financed Investment Operations, dated November 
3, 2005, took place for all central l ine ministries, including the TA, a sample number o f  DPPFs, 
as well as a sample o f  districts, some o f  which connected to the government’s IFMIS, and some 
not. The assessment o f  the project was favorably impacted by the fact that the project wi l l  use the 
same financial management procedures used on a day to day basis by the participating units. 
The findings o f  the assessment are in the subsequent paragraphs o f  this Annex. 

3. The residual Financial Management (FM) risk rating for the project i s  “Moderate”. In order 
to reduce the FM identified risks several mitigating measures are proposed, including the use o f  
the government e-SISTAFE IFMIS for financial management and reporting. The hiring o f  an FM 
consultant as well as preparation o f  FM Procedures Manual for accessing partners’ funds as 
well as reporting on their use wi l l  also facilitate collaboration between partners and the project. 
The use o f  the Supreme Audit Institution, TA, to audit the project funds, with assistance o f  a 
private firm o f  external auditors, namely for the use o f  International Standards on Audit as well 
as transferring ski l ls from the private sector to the public sector are also considered. Details o f  
the identified risks and the proposed mitigating measures are in paragraph 17 below. 

Country issues 

4. The country’s public financial management system has previously been noted as weak in 
diagnostic studies carried out in this area. The most recent o f  these i s  the report based on the 
PEFA methodology (2008, over 2006 data), which i tse l f  was a follow-up to the country’s f i rs t  
PEFA assessment (2006, over 2004 data). Prior to this, a Country Financial Accountability 
Assessment (CFAA) had been conducted in 200 1. Up to 2006, these early reports observed that 
the public sector financial management systems in Mozambique were weak and that the overall 
public sector fiduciary risk in Mozambique was high. Furthermore, although satisfactory 
improvements had been registered in the management o f  the economy, the comprehensiveness 
and transparency o f  the budget was poor, the medium-term planning and budgeting was weak, 
while budget execution and accounting and reporting presented serious weaknesses. 
5. Coming out o f  these diagnostic reviews, the government, with the support o f  i ts  
development partners, instituted a number o f  reforms in an effort to address the weaknesses. 
These initiatives included the introduction o f  a new Financial Management (FM) law that formed 
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the basis for the introduction and implementation o f  a computerized integrated financial 
management information system, e-SISTAFE, which has since been rolled out to all the l ine 
ministries at national and provincial level, as well as to 5 1 o f  the 128 districts. 

6. Comparing the situation in 2004 to that in 2006, the 2008 PEFA report confirmed that 
significant improvements had been achieved in the quality o f  PFM systems and processes, 
particularly in the areas of: 

e 

e Cash management; 
e 

e Revenue collection and management; 
e 
e 

Payroll, procurement, and internal controls; 

Donor practices, especially predictability o f  budget support disbursements; 

Timeliness and regularity o f  account reconciliations; and 
Timeliness and regularity o f  in-year budget reports. 

7. 
performed in the last three years. 

On the negative side, however, no Public Expenditure Tracking Survey (PETS) had been 

8. The report noted that the quality o f  the PFM was expected to continue improving as a 
natural consequence o f  ongoing reforms such as e-SISTAFE; but indicated that this would take 
some time. AFTFM conducted a review o f  e-SISTAFE and i t s  supporting pillars in 2008 and 
concluded that the Mozambique public FM system was adequate for handling Bank investment 
projects subject to the successful resolution o f  some cross-cutting issues identified at the time. 

9. The issues included: 
e 
their availability to spending units; 
e 
e 
e 
bank reconciliation; and 
e 

audit o f  Bank projects. 

Assurances regarding the timeline between the disbursement o f  Bank funds and 

Agreed procedures for amendments to the project budget; 
Timeliness and content o f  intra-year and year-end financial reports; 
Assurances on the timeliness and accuracy o f  CUT (Single Treasury Account) 

Progressive greater involvement o f  the Tribunal Administrativo in the external 

10. 
Tribunal Administrativo. 

These issues were successfully resolved in discussions with the authorities, including the 
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Governance and accountability 

11, The government of Mozambique approved an Anti-Corruption Law in 2004. The law 
stipulates that all contracts to which state or municipal bodies are party must incorporate an anti- 
corruption clause and that whistle blowers are protected. However, to many it appears that 
although the law i s  extensive in scope, implementation i s  lacking. The Central Office for 
Combating Corruption (GCCC) has been established within the Attorney General’s Office, 
replacing the now defunct anti-corruption agency from 2003 (known as the Anti-Corruption 
Unit). The GCCC carries out investigations o f  complaints in relation to corruption-related 
offenses within the public sector and has delegations in Maputo, Beira, and Nampula. The unit 
receives an increasing number o f  reports on corruption, but the number o f  investigations and 
prosecutions i s  s t i l l  low, due partly to under-staffing and lack o f  funds. 

12. Whi le no specific issues o f  governance and accountability came to light during the FM 
assessment, the following two steps will be undertaken to minimize the incidence o f  corruption 
during implementation o f  the project: 

13. PFM system development: To enhance the use o f  national systems in the management o f  
the partners funds, as well as ensure adherence to established procedures and controls, all funds 
flow, accounting, and reporting for the project will be through e-SISTAFE, the government 
IFMIS; 

14. 
the detection and reporting o f  fraud and corruption in project activities. 

External Audit: The TORS for the auditors wi l l  include specific responsibilities towards 

15. 
pillars for achieving growth with equity, a critical part o f  which i s  “strengthening governance”. 

The above steps are anchored in the Mozambique country assistance strategy’s three 

Risk assessment and mitigation 

16. The project should have financial management arrangements that will at least guarantee 
that (1) the project funds are used only for the intended purposes in an efficient and economical 
way, (2) periodic financial reports are prepared in an accurate, reliable, and timely way, and (3) 
the entities’ assets are adequately safeguarded. 

17. The overall risk associated with the project i s  substantial in all areas related to financial 
management, but the specifics o f  the risks vary by institution and geographical location. 
While the risk level o f  public financial management skill, knowledge, and experience throughout 
all the implementing agencies i s  generally substantial, some mitigating measures to help lower 
the identified risks are listed in the table below: 
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Risk 
factors 

Country 
Level 

Entity 
Level 

Project 
Level 

At least one 
full supervision 
mission a year, 
not only by the 
World Bank 
but more 
importantly by 
the Supervisory 
Committees, 

Description of risk 

Moderate 

1. Major weaknesses 
exist in the FM 
environment 
(staffing, operating 
system, reporting), 
resulting primarily 
from low capacity. 

1. The recently 
created 
Department of 
Decentralized 
Planning (DDP) 
may not have 
sufficient 
experience to 
coordinate such 
a large and 
complex project. 

coordination 
between the 
different 
ministries, DPPF 
and districts. 

2. Lackof 

1. The very nature 
of N-DPFP, and 
geographic 
spread in a 
country whose 
public financial 
management 
system i s  weak 

Risk B 

Rating of 
risk 

Substantial 

Substantial 

High 

ting Summary 

Mitigation 
measures 

The government i s  
committed to the 
reform project, and 
has introduced a 
new legal and 
regulatory 
framework that i s  
underpinned by the 
introduction and 
roll-out of the 
integrated financial 
management system 
(e-SISTAFE). 

1. Work closely 
with higher 
level 
technicians 
ftom the CdS 
to provide 
guidance and 
structure. 

2. The inter- 
ministerial 
coordinating 
group staffed 
with 
experienced 
and skilled 
personnel 
complimented 
by regular 
supervisions by 
DPPF to the 
districts. 

Rating of 
residual 
risk 

I 
Moderate 

Moderate 

- 
1. 

IGF,andTA, 1 

Condition of 

Effectiveness 
, Board or 

Negotiation 
(Yes 

or No) 
No 

No 

No. 

Remarks 

World Bank 
supervision 
missions will 
assess the 
continuing 
adequacy of 
the FM 
arrangements 
and 
recommend 
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3verall 
[nherent 
Risk 
[I. Control 
Risk 
Budgeting 

Accounting 

Internal 
Control 

1. Budget 
constraints can 
result in 
budgeted funds 
for certain 
activities to be 
used for other 
priority activities 
o f  the 
implementing 
units. 

2. Mismatch 
between state 
budget and 
disbursement 
categories. 

1. Inexperienced 
and unqualified 
accounting 
personnel 
throughout the 
districts may 
result in non- 
compliance with 
accounting rules, 
standards, laws 
and regulations 
o f  the country. 

1. Districts may not 
adhere to 
adequate internal 
control 
procedures, or 
not follow the 
procedures and 
regulations o f  
the SISTAFE 
laws. 

Substantial 

H 

S. 

H 

to ensure 
compliance and 
identify any 
problems early 

1. Useofe-  
SISTAFE 
defines 
arrangements 
required for 
budgeting, and 
requirements 
for budget 
revisions. 

sectional 
classifiers for 
state budget for 
IFRs/ annual 
Financial 
Statements. 

1. Continued, 

2. Useo f  

regular training 
projects and 
supervision o f  
districts ’ 
accounting 
personnel. 

1. Supervision 
from the DPPF, 
CdSP, checking 
and verifying 
completeness, 
accuracy and 
validity o f  
transactions. 

Moderate 

M 

M 

M 

N o  

Yes 

Yes 

measures to 
be taken 
when 
appropriate. 

Hiring o f  an 
FM 
Consultant 
for the 
project to 
work closely 
with DNP 
w i l l  be a 
condition o f  
effectiveness. 

Approval o f  
an FM 
procedures 
manual for 
MPD/DNP 
w i l l  be a 
condition o f  
effectiveness. 
Supervision 
missions w i l l  
build the 
capacity o f  
the project 
team and 
encourage 
them to 
conduct an 
annual FM 
risk 
assessment 
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Funds 
Flow 

Financial 
Reporting 

Auditing 

1. There i s  a risk 
that Project 
funds may be 
applied towards 
other 
government 
commitments 
once captured in 
the CUT or that 
there may be 
delays in the 
release of funds 
from the CUT 
towards 
qualifying 
activities. 

chance of errors 
and 
misappropriation 
of funds once 
transferred to 
district bank 
accounts. 

2. Risk of increased 

1. The risk that the 
government may 
not be reporting 
in terms o f  
international 
accounting 
standards. 

1. Given the 
geographical 
spread of the 
project, there i s  
risk that the audit 
coverage may 
not be 
satisfactory. 

2. Risk that the 
audit report will 
not be submitted 
to the partners by 
the stipulated 
time and that the 
audit will not be 
conducted under 
International 
Standards on 
Audit. 

S. 

S. 

M 

1. Funds will be 
ring-fenced to 
the specific 
Project, not 
permitting any 
other party 
access to those 
funds and 
commitment 
from DNT to 
hold funds for a 
reasonable 
period before 
they are 
allowed to be 
used by the 
participating 
units. 

transfer o f  
funds to the 
districts 
allowing them 
to execute petty 
payments. 

1. Government 
accounting 
standards have 
already been 
reviewed and 
deemed to 
equate to 
international 
accounting 
standards. 

2. Limited 

1. The TA, with a 
respective sub- 
contracted 
private sector 
audit fm to 
design a risk- 
based audit 
project which 
will involve as 
many 
implementing 
agencies as 
possible 
without 
affecting the 
quality of the 
work. 

2. Commitment a 
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M. 

M. 

L 

No. 

Yes 

Yes 

for the 
program 

IFR formats 
agreed at 
Negotiation. 

Agreement 
on audit 
TOR at 
negotiations 



Overall 1 Control I 
Risk 
OVERALL I 

S. 

S. 
RISK 
RATING: 

Strengths 

UTRAFE that 
the accounts 
can be ready to 
be audited by 
March and (ii) 
From TA to 
deliver the 
audit report by 
the stipulated 
time. 

subcontracting 
o f  a private 
audit fm, 
through which 
the TORS will 
be approved by 
the partners and 
acceptable to 
the Bank. 

3. The 

M. 

M. 

18. The most significant strength is that o f  the funds f low through the government’s IFMIS, 
which provides additional security and reliability as a result o f  the embedded controls. Even 
though in terms o f  structure, size, and complexity the operations o f  DPFP-Centro were not as 
severe as in this project, the lessons and experience acquired from the DPFP-Centro will also be 
used and taken advantage o f  to avoid the same mistakes in the areas where problems were 
identified. In addition, the N-DPFP will not be receiving any monetary contributions from the 
government, which was a key reason for qualifications o f  the audit reports o f  the predecessor 
project, as a result o f  auditors not been able to confirm the government’s contributions to the 
project. The laws, rules and regulations to be adhered to are the same as those which the 
implementing agencies are currently using for their day-to-day work, namely those which al l  
government institutions are entitled to fol low and with which the FM personnel should be 
familiarized. 

Weaknesses 

19. The main weakness relates to the f i rst  strength, in that not al l  districts are connected the 
government’s IFMIS, requiring the e-SISTAFE unconnected districts’ personnel to travel to 
other connected districts or Provincial Directorates o f  Planning and Finance to capture 
transactions, resulting in additional costs and other unforeseen events that may slow down 
project activities. Most districts lack qualified and experienced personnel in the finance 
departments, while several districts s t i l l  lack basic working conditions such as electricity and 
computers, which can hamper implementation. 
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Action Plan 

Significant 
Weakness 
Unqualified, 
inexperienced FM 
staff at district level 

Action Responsible Party Completion Date 

Workshop/Training on DPPF Prior to effectiveness 
DPFP F M  activities to 
district F M  staff 

Implementing entity 

20. MPD will have the overall responsibility for coordinating the activities o f  the project. The 
Bank’s main counterpart for the project will be MPD through the National Department o f  
Decentralized Planning, a recently created department within the institution. The financial 
management activities o f  the project within the ministry will be supervised by an internationally 
qualified and experienced financial management specialist whose functions, among others, are to 
transfer the know-how to the government’s c iv i l  servants, but the day-to-day activities o f  the 
project will be the responsibility o f  the c iv i l  servants in each o f  participating units throughout the 
country. Each o f  the line ministries will have a specific person assigned as the project 
‘champion’ to facilitate coordination between the ministries, but more importantly to facilitate 
coordination between each ministry and MPD. Each DPPF will also have their respective project 
‘champion’ for coordination o f  activities in the DPPF and al l  districts in the respective province, 
particularly those districts which are not connected to the government’s IFMIS. As the financial 
laws, rules and regulations to be used for the project are the same as those that each ministry, 
province and district currently uses, there i s  no specific Bank experience required from the 
participating uni ts.  

21. A Memorandum o f  Understanding (MoU) between the MPD as representative o f  the 
government. and the partners, which include both Common Fund and non-Common Fund 
partners, has been prepared and provides a code o f  conduct o f  the partners whether they 
contribute to the Common Fund or through any other parallel financing in the project. The M o U  
also governs the relationship between the involved partners, defines key dates for both annual 
reviews and annual joint planning sessions. However, as it is not a legal document, it does not 
replace the individual bilateral agreements between the government and the individual partners. 

Budgeting 

22. Budgeting will fol low standard government procedures. As the project will use the e- 
SISTAFE, no activities will take place without first being budgeted for (at least) in the system, 
and similarly there can be no budget overruns for the project as a whole using the system. As the 
project will be “on budget,” the consolidated project budget will need to be submitted to  
parliament for approval as specified in the law. 

Accounting 

23. The basis o f  accounting will be Cash Basis, and the accounting standards to be used will 
be same as those used by government, which refers to  International Accounting Standards, and 
will also be e-SISTAFE based, where al l  financial transactions will be able to be summarized, 
tracked and analyzed through the same system. However, for the activities which are financed by 
non-Common Fund partners, the accounting will take place outside o f  the e-SISTAFE. UNDP 
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and GTZ will submit the summarized accounting information to MPD for consolidation purposes 
in a manner that should allow M P D  to submit timely financial reports to the Bank. 

24. The accountants for the project will be the same as those performing accounting 
functions for the ministries, DPPF, and the districts. These have varied levels o f  qualifications, 
experience, with the ones in the districts being less privileged. To minimize the risk o f  errors and 
misappropriation o f  funds, the advance o f  funds modality will be used on a l imited basis and in 
cases where necessary. To safeguard against the risk o f  some inexperienced and unqualified 
accounting personnel at district level, regular supervision and capacity building from DPPF will 
take place. 

Internal control and internal auditing 

25. A real advantage o f  using the government’s IFMIS i s  that there are some internal controls 
embedded in the system, namely a segregation o f  duties in that the person responsible for 
initiating a transaction is different from the person approving as well as the one authorizing the 
payment. Other internal control procedures to be used are laid down in the government financial 
management procedures manual, which i s  supposed to be followed by al l  participating un i t s  o f  
the project in their current day-to-day operations. 

26. The internal audit function is the responsibility o f  the Inspecqclo Geral de Finanqas 
(General Inspection o f  Public Finance - IGF), which i s  the government mandated institution to 
conduct inspections and internal audits to  al l  government funds. Some l ine ministries do however 
have their internal audit units, but they mhy not be adequately staffed. It is envisioned that for 
the l i f e  o f  the project, the IGF will visit each o f  the implementing units, and will also perform 
internal audit procedures on the funds financed by partners. During supervision, the team will 
encourage the coordinating entity o f  the project to also prepare an annual risk assessment and 
share it with the internal auditors in order to ensure appropriate coverage o f  the risks identified in 
their audit work plans. To complement the work effected by the IGF, the DPPFs, through their 
departments o f  Fiscalizaqclo e Receitas, will also perform additional inspections and supervisions 
to the districts, including the districts connected to e-SISTAFE, since connection to IFMIS may 
not necessarily imply compliance with rules, laws and regulations. To mitigate the risk o f  
varying levels o f  capacity within the central ministries and DPPF, the DAFs will benefit from 
targeted training on the use o f  e-SISTAFE. 

Funds flow 

27. For purposes o f  the project, the government will operate a Designated Account (Common 
Fund) in US dollars in the Banco de Mopmbique to which the Common Fund partners6 will 
disburse funds, prior to these being transferred to the National Treasury Account (CUT) through 
which the funds will be paid directly to the suppliers o f  goods and services. Districts may have a 
l imited amount o f  cash for execution o f  petty project costs. This amount is not to exceed six 
thousand meticais (Mt6,000), and should fol low the same approval procedures as other district 
expenditures. Non-Common Fund partners, UNDP and GTZ, will operate a parallel financing 
mechanism whereby the funds will f low through commercial bank accounts managed directly by 
the respective beneficiary institutions or DPPFs. The above description can be verified as 
follows: 

Two cofinanciers, UNDP and the German Cooperation, wi l l  provide in kind and cash TA services, and wi l l  thus 
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79 



Non-Common Fund 

Suppliers o f  
GoodslScrvices 

80 



Disbursement 

Category 

(1) Goods, consultants’ 
services, Training and 
Operating Costs for al l  

28. The project will use report-based disbursement documentation. This will be effected by 
producing quarterly IFRs. Disbursements f rom the Bank will be on a quarterly basis. Upon 
effectiveness o f  the Financing Agreement, an init ial  advance, based o n  an estimate o f  six 
months’ forecast financing requirements, will be disbursed into the DA to cover eligible 
expenditures. Disbursements will be subject to approval o f  the Annual Work Plans and 
communication o f  the annual disbursement percentage by IDA. 

Amount of  the 
IDA Credit 

Allocated (US$ 
Million) 

29. 
instructions for withdrawal o f  the proceeds o f  the Credit. 

The Bank will issue the “Disbursement Letter” which will specify the additional 

Total Amount 30.4 

components o f  the 
Project N-DPFP other 
than the N o n  Common 
Fund activities 

28.4 

(2) Refund o f  Project 
Preparation Advance 
(PPA) 

2.0 

Percentage of  Expenditures to be 
Financed 

(inclusive of taxes) 

Such percentage as the Association 
shall determine and communicate to 
the Recipient in i t s  Annual 
Confirmation for the relevant Agreed 
Annual Work Plan7 

Amount payable pursuant to Section 
2.07 o f  the General Conditions 

Financial reporting 

30. The objective o f  the reporting system i s  to enable the production o f  sufficiently detailed 
and regular information to assist in the management and monitoring o f  the implementation o f  the 
project. The D N P  at the MPD will be responsible for the consolidation o f  a l l  project activities 
into a single report through the use o f  e-SISTAFE for information o n  the execution on funds 
from Common Fund partners, while relying on information f rom GTZ and U N D P  o n  the 
execution on the funds outside o f  the Common Fund. 

31. To increase celerity in the submission o f  the interim as wel l  as year-end reports, the e- 
SISTAFE can always provide real-time information in terms o f  financial execution, where the 
D N P  can always verify and prepare for submission to partners should the reports be needed, but 
more importantly for project management’s own use. 
32. The classifiers to be used for the project will be the same as those used by the 
government. Quarterly reports in l ine with government reporting intervals will be prepared and 
submitted to the Bank within 45 days o f  the end o f  the reporting period. The financial reports 
have been designed to provide quality and timely information to project management, 

’ Annual Confirmation for 2010 will be sent to the Government o f  Mozambique before the initial disbursement. 
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implementing agencies, and various stakeholders on project performance. These quarterly reports 
include Designated Account Activity Statements, Summary Statements o f  DA expenditures 
subject to Prior Review, as well as DA expenditure not subject to prior Review; Sources and 
Uses o f  Funds by disbursement categories or sectional classifiers; Detailed Use o f  Funds by 
project Component/ Activity with comparison o f  budgets and actual and explanation o f  
variances; and short-term forecasts o f  expenditure. A narrative summary o f  implementation 
highlights for the quarter helps the readers understand the financial statements better. 

33. Audited financial statements will be submitted annually to the Bank, within six months o f  
the end o f  the financial year audited. The audits will be conducted in accordance with 
international standards on auditing. The Annual Financial Statements for the project will 
incorporate all activities o f  the implementing Ministries including Tribunal Administrativo, all 
DPPFs and all districts, and include: a Statement o f  Sources and Uses o f  Funds showing funds 
from all financiers and how they were applied, a Summary o f  Expenditures analyzed by 
Classification, and the supporting Notes in respect o f  significant accounting policies and 
accounting standards adopted by management; Designated Accounts Activity for the Year 
showing deposits and replenishments received, payments substantiated by withdrawal 
applications, interest that may be earned on the account and the balance at the end o f  the fiscal 
year; an Implementation Report, which would be a narrative summary o f  the implementation 
progress for the project; and a Summary o f  Withdrawals using IFRs, listing individual 
withdrawal applications by reference number, date and amount. 

Auditing 

34. The audit will be the responsibility o f  the Tribunal Administrativo (TA), which i s  
constitutionally mandated to audit all government projects. However, the TA, which i s  one o f  the 
implementers o f  the project, i s  currently not only understaffed to conduct such an audit, but may 
also not be using International Standards on Audit to conduct their work and wi l l  require some 
assistance in the initial stages from a private sector audit firm (private audit f i r m s  would be 
unable to access e-SISTAFE without this assistance). MPD/TA will prepare the audit terms o f  
reference in consultation with the World Bank, and engage auditors in accordance with the 
Bank’s Consultant Guidelines to assist in carrying out the audits during the initial period. The 
audit wi l l  cover all project activities. As e-SISTAFE currently does not have an Asset 
Management Module, the auditors wi l l  need to place some emphasis on verifying project assets 
and assessing the adequacy o f  the accounting arrangements for assets. 

35. The audited financial statements, together with the auditor’s report and management 
comments covering identified issues, w i l l  be submitted to IDA within six months o f  the end o f  
each financial year, that is, by June 30 o f  each year. A single audit opinion will be issued and 
will cover all project income and expenditures, Designated Account, and quarterly reports. The 
subcontracted audit firm wi l l  be contracted on terms agreeable to the Bank and the Partners. 
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FM Action Plan 

Action 

Recruit financial consultant 

Indicative Date By whom 

By effectiveness M P D  

FM procedures manual 

Contract external auditors 

Conditionality 

Condition o f  effectiveness M P D  

Within 3 months o f  effectiveness MPD 

Effectiveness 

0 Hiring o f  an FM consultant at M P D  to work with D N P  
0 Approved FM procedures manual (integrated into the project implementation manual) 
0 Operations manual approved (integrated into the project implementation manual) 

Dated Covenant 

0 External auditors for the project to be hired within 3 months o f  effectiveness 

Financial Covenants 

1. 

2. 

Maintain the financial management system, including records and accounts, and have the 
financial statements for the project audited, in both cases in accordance with the terms o f  
the Financing Agreement and the General Conditions applicable to the financing 
agreement; 

Prepare and furnish to the Bank not later than 45 days after the end o f  each calendar 
quarter, interim unaudited financial reports for the project covering the quarter, in form 
and substance satisfactory to the Bank. 

Supervision Plan 

36. The project supervision plan is a risk-based plan, and the project being a moderate-risk 
project, there will be at least one full supervision a year to  the different line ministries, selected 
DPPFs, and districts on a sample basis. 
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Annex 8: Procurement Arrangements 

General 

1. Procurement for activities financed out o f  the Common Fund under the proposed project 
would be carried out in accordance with the World Bank's "Guidelines: Procurement under 
IBRD Loans and IDA Credits," dated M a y  2004, revised October 2006; and "Guidelines: 
Selection and Employment o f  Consultants by World Bank Borrowers," dated M a y  2004, revised 
October 2006, and the provisions stipulated in the Legal Agreement. The various items under 
different expenditure categories are described in general below. For each contract to be financed 
by the Credit, the different procurement methods or consultant selection methods, estimated 
costs, prior review requirements, and time frame are agreed between the Borrower and the Bank 
in the Procurement Plan. The Procurement Plan will be updated at least annually or as required 
to  reflect the actual project implementation needs and improvements in institutional capacity. 

2. The Bank has been engaging the Government o f  Mozambique in pursuing sound 
procurement reforms and the government has issued the Decree 54/2005 o f  December 13,2005, 
enacting the new Procurement Regulation. With the support o f  the World Bank, the KfW, and 
the African Development Bank, the government has carried out in 2008 an update o f  the Country 
Procurement Assessment Report (CPAR). The 2008 CPAR highlights that the country has 
adopted a new Procurement Regulation, which makes progress toward meeting the requirement 
o f  OECD D A C  indicators, since the Regulation i s  considered generally to meet international 
standards for efficiency and accountability. Nevertheless, the CPAR recommended areas for 
improvement o f  the Regulation and the Bank and Partners will continue to engage with the 
government and support the implementation o f  the CPAR Action Plan. The fol lowing are the 
pillars that were subject to this assessment: 

Pillar 1: Legal and Regulatory Framework: This pillar examined the coherence o f  the 
legal and regulatory framework f rom the highest-level national law to  the detailed 
regulations, manuals, and bidding documents and examines their existence, availability, 
and quality. 

Pillar 2: Institutional Framework Capacity: This pillar looked at the institutional 
framework o f  public procurement and how the procurement system as defined by law is 
integrated in the overall management and governance systems. 

Pillar 3: Procurement Operations and Market Practices: This pillar looked at the 
operational effectiveness and efficiency o f  the procurement system at the level o f  the 
implementing entities in charge o f  the individual procurement actions. 

Pillar 4: Integrity and Transparency of Public Procurement: This pillar assessed whether 
public procurement and i t s  environment are able to operate with integrity and with 
appropriate control systems and have appropriate measures in place to  address the 
potential for corruption in the system. 

3. Along with the Decree 54/2005, the government issued standard bidding documents 
(SBDs) for works, goods and non-consulting services, drugs and medical supplies, and a Request 
for Proposal (RFP) for consulting services. These SBDs are generally consistent with Bank 
guidelines and may be used under national competitive bidding with exception indicated under 
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section F below, to align them with the Bank’s procurement and consultant guidelines and the 
recommendations o f  the CPAR. 

4. The proposed project wi l l  be cofinanced by Partners working in Decentralization 
(Germany Cooperation, Netherlands, Switzerland, Ireland, and UNDP). The IDA financing will 
be pooled with certain o f  these Partners: Netherlands, Switzerland and Ireland have agreed to 
channel their support through a single Common Fund. The Bank‘s procurement rules wi l l  apply 
for all activities financed out o f  the Common Fund. The German Cooperation and UNDP wi l l  
provide their support for other Project activities through in kind services and cash contributions 
made available separately from the Common Fund; the Bank‘s procurement rules will not apply 
to these separate activities. To this end, Partners have discussed with the government and agreed 
on a Memorandum o f  Understanding. 

5. Procurement of  Works: The project will not finance any works. 

6. Procurement o f  Goods: An amount o f  approximately US$10 million (around 26% o f  the 
Common Fund) for goods to be procured under this project would include: Vehicles, 
motorcycles, bicycles, information technology equipment, office equipment, office furniture 
among others. The procurement wi l l  be carried out using the World Bank’s Standard Bidding 
Documents for all International Competitive Bidding (ICB) contracts. For National Competitive 
Bidding (NCB), the national documents in the Portuguese language, in accordance with the 
Mozambican Procurement Regulations, as per Decree 54/2005, and with the exceptions indicated 
under Section F below, may be used for contracts estimated to cost less than US$500,000 
equivalent per contract. Small value goods estimated to cost less than $75,000 per contract may 
be procured under the shopping procedures (see below). 

7. Procurement o f  Non-Consulting Services: Non-consulting services procured under this 
project would include very limited contracts estimated to cost less than $75,000 per contract: 
Printing materials, preparation and organization o f  seminars and workshops, advertisement, 
among others. These will usually be procured under the shopping method. 

8. Shopping i s  a procurement method based on comparing price quotations obtained from 
several suppliers, with a minimum o f  three, to assure competitive prices, and i s  an appropriate 
method for procuring readily available off-the-shelf goods. 

9. 
in accordance with paragraphs 3.6 to 3.7 o f  the Procurement Guidelines. 

Direct Contracting (DC) may be employed with prior approval o f  the Bank and wi l l  be 

10. Selection o f  Consultants: Consulting services under the project are estimated to cost 
around US$8.5 million (23% o f  the Common Fund) through technical assistance and studies and 
these wi l l  include: Development o f  policies, strategies, methodologies and guidelines; 
strengthening o f  district plan execution and financial management; enhancement o f  participative 
planning processes; monitoring and evaluation, human resources and auditing services among 
others. All consulting service contracts estimated to cost US$200,000 equivalent or more per 
contract for f i r m s  wi l l  be awarded through the Quality and Cost Based Selection (QCBS) 
method. Contracts for assignments estimated to cost less than US$200,000 equivalent may be 
contracted through Consultants’ Qualification (CQS). 
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11. Least-Cost Selection (LCS) may be used for selecting consultants for assignments o f  a 
standard or routine nature, such as audit services, where well-established practices and standards 
exist, and estimated to cost less than US$200,000. 

12. 
will be in accordance with paragraphs 3.9 to 3.12 o f  the Consultant Guidelines. 

Single Source Selection (SSS) may be employed with prior approval o f  the Bank and 

13. 
accordance with the provisions o f  paragraphs 5.1 to 5.4 o f  the Guidelines. 

All services o f  individual consultants (IC) will be procured under individual contracts in 

14. For the selection o f  Consulting Services estimated to cost less than the equivalent o f  
US$200,000 per contract and with a short l i s t  comprised only o f  national consultants, the 
provisions o f  the Decree 54/2005 may apply insofar as they are consistent with the Bank’s 
Consultant Guidelines. 

15. All terms o f  reference (TOR) for the selection o f  f i r m s  and individual consultants, 
regardless o f  the estimated value o f  the assignment, will be subject to Bank review and no- 
objection. 

16. Training: About 21 percent o f  the Common Fund resources are earmarked for the 
training o f  trainers, and training o f  provincial and district government staff, and members o f  
local councils. This category would cover al l  costs related to the carrying out training and 
workshops and seminars, i.e. hiring o f  venues and related expenses, stationery, resource required 
to  deliver the workshops and per diem and travel costs o f  participants. Training programs would 
be part o f  the project’s Annual Work Plan and Budget and will be included in the procurement 
plan. Prior review o f  al l  training will be required, on an annual basis, including proposed budget, 
agenda, participants, location o f  training and other relevant details. When training activities 
require the recruitment o f  a specialist trainer, the procedures for the selection and employment o f  
consultant will apply 

17. Operating Costs: Operating costs (around 16% o f  the Common Fund) shall consist o f  
office supplies; operation and maintenance costs for vehicles and equipment; travel expenses and 
subsistence expenditures; and remuneration o f  project staff but excluding Recipient’s c iv i l  
servants, among others. The goods and services under the operating costs will be procured using 
the procedures described above. The procedures will be reviewed and agreed by the Bank as 
satisfactory for use under the project. 

18. Conflict of  Interest: Government officials and c iv i l  servants cannot be hired under any 
circumstances by a government agency for which they previously worked, or when their 
employment would create a conflict o f  interest. Government officials and c iv i l  servants may only 
be hired under consulting contracts, either as individuals or as members o f  a team o f  a consulting 
firm, if they (i) are on leave o f  absence without pay; (ii) are not being hired by the agency they 
were working for immediately before going on leave; and (iii) their employment would not 
create a conflict o f  interest. 

19. The procurement procedures and SBDs to be used for each procurement and selection 
methods, as wel l  as contract templates for works and goods procured, and consulting services 
will be included in the project Implementation Manual prepared by the Borrower and acceptable 
to  the Bank. The Procurement section o f  the Project Implementation Manual will be prepared 
and submitted for Bank review and approval prior to Negotiations. The SBD for N C B  will need 
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to include the provisions o f  Section F below and agreed with the Government o f  Mozambique 
during Negotiations. 

Assessment of  the agency’s capacity to implement procurement 

20. The Ministry of Planning and Development (MPD) i s  responsible for the overall 
management, coordination and implementation o f  the project. Several line ministries including 
Ministry o f  State Administration (MAE), Ministry o f  Finance (MF), Ministry o f  Public Service 
(MFP), Ministry o f  Public Works and Housing (MOPH), Ministry for Coordination o f  
Environmental Action (MICOA) and the Administrative Tribunal (TA) have responsibilities for 
the implementation and oversight o f  components o f  the project. Furthermore, al l  10 provinces 
have implementation and monitoring responsibilities. The DPPF (Provincial Directorates for 
Planning and Finance) are the key implementing agencies at the provincial level, responsible for 
coordinating, harmonizing and monitoring the overall process o f  planning and budgeting at 
provincial level and below. The actual budget managed at the Provincial level i s  about 
US$90,000 per year. The 128 districts in the 10 provinces will implement very l imited activities 
as they will have access to around US$4,000 each during the l i fe o f  the project. 

2 1. At the national level, the MPD will be responsible for management o f  al l  the procurement 
activities including the liaison with the Bank. The other central level institutions, in their 
capacity as beneficiaries, will be involved in the preparation o f  TOWspecifications, participate in 
evaluation committees and be responsible for their respective contract signing and contract 
management. Given the limited financial resources to be allocated at provincial and district 
levels, only small-value procurement i s  anticipated under the project, and it will be procured with 
the use o f  shopping procedures. Procurement under the project will largely be carried out by the 
MPD’s Unidude de Gestiio e Execuqiio de AquisiqGes (Unit for Execution and Management o f  
Acquisition-Procurement -- UGEA). 

22. An assessment o f  the capacity o f  the MPD’s UGEA to implement procurement actions 
for the project was carried out by Giacomo Ottolini, Senior Procurement Specialist and Amds 
Malate, Procurement Analyst, o n  February 20, 2009. The assessment reviewed the organizational 
structure for implementing the project and the interaction with different department. The 
outcome o f  the assessment i s  that the associated risk i s  high. 

23. MPD’s UGEA has been created under the framework o f  the government’s N e w  
Procurement Regulation, the Decree 54/2005, enacted on December 13, 2005, to  carry out the 
procurement activities at the MPD. Despite the clear governmental framework, the UGEA did 
not have permanent staff assigned to it. There were five (5) officers from different departments 
who comprise the UGEA staff and do meet on a demand basis to carry out procurement duties, in 
addition to their other normal obligations. The arrangement raises concerns as procurement is not 
their primary responsibility. All five officers have had limited procurement training in the 
government’s own regulations. The size and associated complexity o f  the procurement they have 
carried out i s  low. Furthermore, there is no prior experience with Bank or other multilateral 
development organizations. 

24. The assessment findings are that the UGEA’s overall capacity to efficiently handle 
government procurement, in general, and Bank financed procurement, in particular, i s  limited. 
The capacity o f  the UGEA officers needs to be enhanced. Due to the important role that these 
officers should play under the project in supporting the officers in the provinces, it i s  
recommended that permanent staff for the UGEA be appointed. Moreover, the officers once 
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appointed should be exposed to Bank procedures to ensure adequate capacity as needed. The 
enhanced capacity would be provided by an experienced consultant who would be hired to 
support the UGEA in a period o f  up to four weeks, while preparing al l  the packages for the major 
procurement. 

Risk Action Completion Date 
UGEA capacity -MPD to assign permanent staff for Completed 
inadequate UGEA. 

- Agree on a Training Plan for UGEA 
staff. 

- Draft project Procurement Manual 
agreed with Bank. 

Completed 

Completed 

25. 
mitigate this and the action plan has been implemented. The overall risk i s  now Substantial. 

The overall project risk for procurement was High but an Action Plan was developed to 

Procurement Management Action Plan to Mitigate Procurement Risk 

26. Procurement Audits: Due to the decentralized nature o f  the project, the associated 
Procurement risk, the need for a more systematic ex-post review i s  high. In addition to the semi- 
annual supervision missions by the Bank, the M P D  will carry out procurement audits o f  the 
project every year. These audits will be carried out by independent consultants under terms o f  
reference acceptable to the Bank and whose qualifications and experience are acceptable to the 
Bank. The audits will include an action plan to improve performance, where required, which will 
be submitted to the Bank and discussed with the Government o f  Mozambique. 

Procurement plan 

27. The Borrower, at appraisal, developed a procurement plan for project implementation 
which provides the basis for the procurement methods. This plan was agreed to between the 
Borrower and the project Team on November 19, 2009, and is available at DNP, Ministry o f  
Planning and Development, Av. Ahmed Sekou Toure, 2 1 , Maputo, Mozambique. It will also be 
available in the project’s database and in the Bank’s external website. The Procurement Plan will 
be updated in agreement with the project Team annually or as required to reflect the actual 
project implementation needs and improvements in institutional capacity. 

Frequency of  procurement supervision 

28. In addition to the prior review supervision to be carried out from Bank offices, the 
capacity assessment o f  the Implementing Agency has recommended semi-annual supervision 
missions to visit the field to carry out post review o f  procurement actions. The supervision 
missions will also include on-site visits, at least once every year. 
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Details o f  the procurement arrangements involving international competition 

29. 
summarized below: 

Thresholds for Procurement Methods and Prior Review 

The thresholds for the use o f  the various procurement and selection methods are 

?500,000 

<75,000 
275,000 - <500,000 

2200,000 
<200,000 

Expenditure 
Cat ego r y  

1. Goods and Services 
(other than 
Consultants’ Services) 

ICB 

Shopping 
Direct Contracting 

QCBS, 
LCS and CQS 
Single Source 

NCB 

2.Consultants ’ 
Services 
Firms 

Ref. 
No. 

3. Individuals 

Review Expected 
by Bank Bid- 
(Prior / Opening 

Date 

Comments 
Estimated Procurem 

cost ent 
(US%) Method Post) 

Contract 
(Description) 

Procurement 
Method 

Contract 
Threshold 
(US%) 

1 

2 

Computers [218 Desktop 604,500 ICB Prior 19-May- 

[248 units] 

Double Cabin [45 vehicles] 1,575,000 ICB Prior 16-Mar- 1 1 

and 44 Laptop] and Printers 10 

?100,000 
<1 00,000 

I C  
I C  
Sole Source 

Contracts Subject to 
Prior Review After 
the First 5 Contract’ 

All 
None 
None 
All 

All 
None 
All 

All 
None 
All 

1. Goods, Works, and Non-Consulting Services 

(a) L i s t  o f  contract packages to be procured following ICB and direct contracting: 

(b) Contracts estimated to cost US$500,000 equivalent or above for goods and non consulting 
services per contract and all direct contracting will be subject to prior review by the Bank. All 
other Prior Review requirements shall be determined by the Bank in Procurement Plan. 

’ The f r s t  five contracts procured under each method shall be subject to Bank Prior Review, regardless o f  the 
amount. 
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2. Consulting Services 

Ref. No. 

(a) List o f  consulting assignments with short-list o f  international f i rms. 

Description of Estimated Selection Review Expected Comments 
Assignment Cost Method by Bank Proposals 

(Prior / Submission 
Post) Date 

At Appraisal stage, no assignment with the short-list i s  foreseen. 

(b) Consultancy services estimated to cost above US$200,000 per contract for firms, and 
US$lOO,OOO per contract for individual consultants, and all single source (or sole source) 
selection will be subject to prior review by the Bank. 

(c) Short l is ts  composed entirely o f  national consultants: Short l is ts o f  consultants for services 
estimated to cost less than US$200,000 equivalent per contract may be composed entirely o f  
national consultants in accordance with the provisions o f  paragraph 2.7 o f  the Consultant 
Guidelines. 

NCB Provisions 

30. National Competitive Bidding (NCB) for Goods and Works, in accordance with the 
Mozambican Procurement Regulations, as per Decree Number 54/2005 may apply subject to the 
following additional provisions: 

Eligibility. N o  bidder, foreign or domestic, shall be precluded from participating 
in the bidding process for reasons unrelated to their eligibility or capability to 
perform the contract. Examples o f  reasons that may not be used to preclude a 
bidder from so participating include the following: proof that the bidder i s  not 
under bankruptcy proceedings in the territory o f  the Recipient; appointment by the 
bidder o f  a local representative in the territory o f  the Recipient; prior registration 
by the bidder in the territory o f  the Recipient; or license or agreement allowing the 
bidder to operate in the territory o f  Recipient. 

Qualification. Bidders shall be post-qualified unless the Procurement Plan 
explicitly provides otherwise. Irrespective o f  whether post qualification or 
prequalification i s  used, both national and foreign bidders who meet the 
qualification requirements stated in the bidding documents shall be allowed to 
participate in the bidding process. 

Bidding Documents. Bidders shall use standard bidding documents for the 
procurement o f  goods, works and services, consistent with the provisions o f  the 
Procurement Guidelines. 

Preferences. N o  preference for domestically manufactured goods or for domestic 
contractors shall be allowed. 
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(v) Bid evaluation. The qualification criteria shall be clearly specified in the bidding 
documents, and all criteria so specified, and only such criteria so specified shall be 
used to determine whether a bidder i s  qualified; the evaluation o f  the bidder’s 
qualifications should be conducted separately f iom the technical and commercial 
evaluation o f  the bid. Evaluation o f  bids shall be made in strict adherence to the 
criteria set forth in the bidding documents; criteria other than price should be 
quantified in monetary terms. A contract shall be awarded to the qualified bidder 
offering the lowest technically responsive evaluated bid. Bidders shall not be 
eliminated f iom detailed evaluation on the basis o f  minor, non-substantial 
deviations. 

(vi) Reiection o f  All Bids and Re-bidding. In cases where the Recipient rejects all 
bids and solicits new bids for a contract, i t  shall, as soon as possible, notify the 
Association o f  such decision. 

(vii) Complaints bv Bidders. Complaints by bidders shall be handled by the Recipient, 
who shall inform the Association o f  any such complaint. 

(viii) Right to InspectIAudit. Each bidding document and contract financed out o f  the 
proceeds o f  the Financing shall provide that the bidder, supplier or contractor, and 
any subcontractor, shall permit the Association, at i ts  request, to inspect their 
accounts and records relating to the bid submission and performance o f  the 
contract, and to have these accounts and records audited by auditors appointed by 
the Association. An act by the bidder, supplier, contractor or subcontractor 
intended to materially impede the Association’s exercise o f  i t s  inspection and 
audit right constitutes an Obstructive Practice. 
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Annex 9: Economic and Financial Analysis 

NOT APPLICABLE 
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Annex 10: Safeguard Policy Issues 

1. The project was originally classified as Category B at Concept Note stage, consistent 
with the provisions o f  OP/BP 4.01, in light o f  the possible inclusion o f  investments contemplated 
at the time, but was reclassified as Category C at the Decision Meeting once it was determined 
that the project would be a Technical Assistance Loan (TAL) designed to finance consultancies 
and assessments for institutional strengthening without any infrastructure investments or other 
works that would potentially generate any adverse environmental or social impacts. As such, the 
project as a TAL does not trigger any of the Bank’s safeguard policies. 

2. IDA funds for the project will be pooled with those o f  other cofinanciers and channeled 
through a Common Fund, which will be used exclusively for the project. All funds from the 
Common Fund as well as those funds from the Non-Common Fund partners for the project will 
be applied towards technical assistance for the project. The entire project i s  focused on technical 
assistance and related activities, targeted at improving the quality and coverage o f  participatory 
district plans and improved public financial management and monitoring o f  their execution. 
There are no works included under the project. 

3. Since the L O L E  o f  2006, the government has provided direct budget allocations to the 
districts to finance the implementation o f  the district plans. Essentially, this means that the 128 
districts participating in the project will finance infrastructure investments out o f  their own 
budget allocations similar in nature to those financed by the Bank under DPFP-Centro. Despite 
N-DPFP’s focus on technical assistance, rather than on financing infrastructure, the government 
recognizes the importance o f  ensuring that these district level investments are carried out in an 
environmentally and socially sound and sustainable manner. Therefore, although the project i s  a 
Category C operation, it includes technical assistance to enhance the appropriate environmental 
and social assessment and management o f  district level investments As part o f  the project, the 
government will prepare an environmental and social management framework as well as a 
resettlement policy framework and specific tools for environmental and land use management, 
based on the ones that were developed under DPFP-Centro. In addition, the government has 
embedded ongoing training on such frameworks and tools into the TAL throughout the l i fe o f  the 
project. Thus, both safeguards frameworks, including the screening checklists and referral 
system to M I C O A  (Ministry for Coordination o f  Environmental Action), are fully integrated into 
the implementation capacity building interventions under the project. The project is  therefore 
designed to reflect the fact that environmental and social considerations are regarded as core 
elements o f  c iv i l  service administration alongside financial management and procurement 
responsibilities. Appropriate levels o f  funding for these activities will be made available under 
Components 1 and 3 o f  the project. 

4. Component 2 o f  the project i s  focused on the participatory elaboration and updating o f  
the five year strategic development plans (PEDDs) including the better integration o f  land-use 
and LED components. The aim i s  to improve the quality and speed with which these plans are 
prepared and to ensure they reflect both community priorities and national pol icy objectives, 
implying greater harmonization o f  sector and territorial planning efforts. Activities related to the 
land-use planning are mainly to perform a diagnosis o f  existing social and economic 
infrastructure at the district level, to complement them with the simplified plans undertaken 
during the previous DPFP-Centro and then to digitize the data with the view o f  creating an 
integrated national database. 
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5. Under the Financing agreement, the government will, by December 2010, prepare and 
ensure the application o f  a suitable framework for the assessment and management o f  
environmental and social aspects o f  district-level investments (including resettlement policy 
framework) so as to ensure that such investments are developed and implemented in an 
environmentally and socially sound and sustainable manner, and that any potential adverse 
environmental or social impacts o f  such investments are prevented, minimized, mitigated, or 
appropriately compensated for, and that positive impacts are enhanced. These frameworks will 
specifically emphasize the guidelines and mitigation measures required for district level land use 
planning and infrastructure investments and will be based on the original ESMF and RPF 
prepared for the DPFP-Centro project approved by the Bank. The Recipient will hire a 
consultancy firm for this purpose. Furthermore, the financing agreement also includes an 
undertaking to review the application o f  these safeguards at MTR. 
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Annex 11: Project Preparation and Supervision 

IDA Credit Preparation Time Table 

Planned Actual 
PCN review December 1 1,2007 June 30,2008 
Initial ISDS to PIC November 14,2008 December 4,2008 
Appraisal December 9,2009 December 9,2009 
Negotiations February 4,2010 February 4,2010 
BoardRVP approval March 30,2010 
Planned date o f  effectiveness June 30,2010 
Planned date o f  mid-term review June 30,2012 
Planned closing date June 30.2015 

Key institutions responsible for preparation o f  the project: 

Government Institutions: 

-Ministry o f  Planning and Development 
-Ministry o f  Finance 
-Ministry o f  State Administration 
-Ministry o f  Public Function 
-Ministry o f  Environmental Coordination 
-Ministry o f  Public Works and Housing- 
-Tribunal Administrativo 

Development Partners: 

-German Cooperation 
-Royal Netherlands Embassy 
-Embassy o f  the Republic o f  Ireland 
-United Nations Development Program (UNDP) 
-Swiss Agency for Development and Cooperation 

Bank staff and consultants who worked on the Project included: 
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Jutta Kern 
Eduardo Brito 

I SuzanneMorris I Disbursement Officer I CTRFC 

Monitoring and Evaluation Specialist AFTRL 
Sr. Counsel LEGAF 

Cary Anne Cadman 
Antonio Chamuco 
Amos Malate 

Sr. Safeguards Specialist AFTEN 
Procurement Specialist AFTPC 
Procurement Assistant AFTPC 

Giacomo Ottolini Sr. Procurement Specialist 
Isabel Nhassengo Procurement Specialist 

Bank funds expended to date on Project preparation: 
Bank resources: US$272,856 

AFTPC 
AFCS2 

Estimated approval and supervision costs: 
1. Remaining costs to approval: US$30,250 
2. Estimated annual supervision cost: US$ 114,000 

Roderick M. Babijes 
Nilsa Come 
Rildo Santos 
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Team assistant AFTUW 
Team Assistant AFCS2 
Prorrram Assistant AFTUW 



Annex 12: References and Other Documents in the Project File 

Jamie Boex, Abdul Ilal, Eduardo Nguenha, and Rudinei Toneto Jr., Intergovernmental Fiscal Relations in 
Mozambique (World Bank, May 2008). 

Jamie Boex and Angel0 Macuacua, Analysis of District Finances in Mozambique (World Bank, March 
2009). 

Jeremy Gottwals and Anselmo Zimba, Approaches to Sectoral Coordination of Small Scale Rural 
Investment, Discussion Draft (March, 2003). 

Massala Consult and S A L  CDS, Analysis of Experiences Relating to Community Participation and 
Consultation in District Planning in Mozambique: North Center and Southern Regions (Nassa, 
Nampula, Tete, Zambbia, Manica Inhambane And Gaza Provinces) (March 2009). 

Ministry o f  Planning and Development, Government o f  Mozambique, Decentralized Planning and 
Finance Project (DPFP) - Quarterly Financial and Management Reports. 

Ministry o f  Planning and Development, Government o f  Mozambique, Annual progress reports o f  
Decentralized Planning and Finance Project (DPFP) implementation prepared for IDA. 

Renaud Seligmann, Mozambique: Country Systems review for project Financial Management 
Analysis and recommendations for action (June 2008). 

U C A  & DPFP Technical Team, with Filimone Meigos, Guidelines for Community Participation and 
Consultation in District Planning, Discussion Draft (March 2003) (in Portuguese). 

World Bank, Mozambique Country Assistance Strategy (October 20,2003). 

World Bank, Mozambique Country Partnership Strategy (April 24,2007). 

World Bank, Project Appraisal Document, Decentralized Planning and Finance Project (October 15, 
2003). 

World Bank, Midterm review aide memoire, Decentralized Planning and Finance Project (August 2006), 
DPFP Task Team. 

World Bank, Implementation and Completion and Results Report, DPFP (September 2009). 

Note: Other sources include other project files, project supervision reports, aide memoires, back-to-office 
reports, and financial audits. 

*Including electronic files 
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Annex 13: Statement of  Loans and Credits 

MOZAMBIQUE: National Decentralized Planning and Finance Project 
Difference between 
expected and actual 

disbursements Original Amount in US$ Millions 

Project ID FY Purpose IBRD IDA SF GEF Cancel. Undisb. Orig. Frm. Rev’d 
P106355 2009 MZ-Competitiveness & PS Dev 0.00 25.00 0.00 0.00 0.00 25.16 0.00 0.00 
PO99930 2009 MZ-Health Service Delivery SIL (FYO8) 0.00 44.60 0.00 0.00 0.00 46.76 0.00 0.00 
P104566 2008 MZ-Water Services & Inst. Support 0.00 15.00 0.00 0.00 0.00 13.03 3.06 0.00 
PO96332 2007 Maputo Municipal Development Program 0.00 30.00 0.00 0.00 0.00 11.44 6.93 0.00 
PO83325 2007 MZ-APL2 Roads & Bridges 0.00 100.00 0.00 0.00 0.00 74.81 43.92 0.00 
PO71465 2006 MZ-TFCA & Tourism Dev (FY06) 0.00 20.00 0.00 0.00 0.00 13.16 1.97 0.00 
PO93165 2006 MZ-Market Led Smallholder Dev (FY06) 0.00 20.00 0.00 0.00 0.00 15.76 4.37 0.00 
PO87347 2006 MZ Tech & Voc Edu & Training (FY06) 0.00 30.00 0.00 0.00 0.00 22.81 11.51 0.00 
PO86169 2006 MZ-Financial Sector TA Project 0.00 10.50 0.00 0.00 0.00 6.41 0.3 1 0.00 
PO82618 2005 MZ-Beira Railway SIL (FY05) 0.00 110.00 0.00 0.00 0.00 11.66 -7.06 -3.32 
PO69183 2004 MZ - Energy Reform and Access APL-1 0.00 40.26 0.00 0.00 0.00 13.48 7.82 6.19 
PO78053 2003 MZ-HIV/AIDS Response SIL (FY03) 0.00 55.00 0.00 0.00 0.00 18.71 10.70 0.00 
PO72080 2003 MZ: Pub Sec Reform (FY03) 0.00 25.60 0.00 0.00 0.00 4.36 0.45 0.00 
PO69824 2002 MZ-Higher Education SIM (FY02) 0.00 75.00 0.00 0.00 0.00 3.71 -21.36 0.00 

Total: 0.00 600.96 0.00 0.00 0.00 281.26 62.62 2.87 

MOZAMBIQUE 
STATEMENT OF IFC’s 

Held and Disbursed Portfolio 
In Millions o f  U S  Dollars 

Committed Disbursed 

IFC IFC 

FY Approval Company Loan Equity Quasi Partic. Loan Equity Quasi Partic. 

2004 ENH 0.00 18.50 0.00 0.00 0.00 13.37 0.00 0.00 
GTFP BDC 0.11 0.00 0.00 0.00 0.11 0.00 0.00 0.00 

1997 MOZAL 29.70 0.00 58.50 0.00 29.70 0.00 58.50 0.00 
2001 MOZAL 10.12 0.00 0.00 0.00 10.12 0.00 0.00 0.00 
2000 SEF Ausmoz 0.72 0.00 0.00 0.00 0.72 0.00 0.00 0.00 
1997 SEF CPZ 1.00 0.00 0.00 0.00 1.00 0.00 0.00 0.00 
2000 SEF Cab0 Caju 0.58 0.00 0.00 0.00 0.51 0.00 0.00 0.00 
2001 SEF Grand Prix 0.33 0.00 0.00 0.00 0.33 0.00 0.00 0.00 
2004 SEF Merec 1.02 0.00 0.00 0.00 1.02 0.00 0.00 0.00 

Total portfolio: 43.58 18.50 58.50 0.00 43.51 13.37 58.50 0.00 

Approvals Pending Commitment 

FY Approval Company Loan Equity Quasi Partic. 

Total pending commitment: 0.00 0.00 0.00 0.00 
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Annex 14: Letter o f  Sector Commitment 

REPU6LlCn DE IWO(3MBIQUE 
MlNlSTeRta Dk PIANIFKACh E DESENVULVIMENTO 

GABIMF 00 MINISTRC) 

Subject:Letter of Sector Commitment - Hetianal Program for Pecentralized Planningand Finance 

Deer Mr. Da Sllva, 

1. 

2. 

3. 

4. 

5. 

6. 

Or! behalf uf the Govclrnriicrnt uF MoLdrFhiqur, I'd like tu exyrr?sb L l w  Guvrrrririenl's fiim 
and renewed ccnmmitment to a Flational Program tor Decentralized Parning arld Firwce 
that aims ta sup~ort the continuation and consolidation of long5tandlng and wn-golng 
policy reforms in the field of dece?tralization, planning and public finandal management. 

These comnitments follow and complement those made by the Government in the perbd 
2003-2006 in the cofitext of th* Deemtralited Planning and Flnance Project Implemented 
by the Government with the generous support of the World Bank and which in large part 
haw been achieved. 1 am particularly referring to the LetterofSector Commitment signed 
by the Minigter cf Planning and tknance and dated Idth August LuU3, and the Letter of 
Sector Policy signed by nyself in November 2C06, 

I believe there is t3mmon understanding that tt-e process of decentralization is a long and 
complex 5ne often rpannin$strYeral political mandates. Nevertheless, we bellwe that since 
2W3 the Government has made slgnlflcant advances in terms cf dwebping a policy 
framework for decentralization and participative planning in Mozambique as indeed you 
recognlzed In your letter of  Zqd April 2QOIo. 

This proeress has been achievec, in no small part, thraueh institutionali7ing and 
mainstreaming many o<tthe best practices and valuable lessons that  have rcsuttcd ditcctly 
from the tnnovattve approaches being tested in the fleld filth the s~pport of the World 
Bank and other development partners, notably tbe United Natbrts and the German 
Coopereth (GT2I 

The Government has made clear It's commitment to dtlren participation in the local 
decision making process whicb we consider an important factor in reducing of pcwerty in 
MozambEquc. thrniigh the Law nn Prim State Radas [Law a13)1)3, 19"' May 2a031, 
partic pattoly processes have beon institutiorrslized and consolidated acmbs the country. 
C~rrsullaLive CuuiidL hdve trueri uskiblished iii ~ l l  dibir i th or d adtrrinlslrdtlue nost5 and, In 
some districts, at locality level, The establishment of these brurns has been popular and 
well received in the mmmunlty and has established a "participative cukure" at district level 
where it previwsly did not exist enabling loca community reoresentatives to cialowe wtth 
District Gavernment and play and active role in determining development prlorlticrr. 
Nevertheless, the Government rmgnlres that  the capsclty of Consultatiire Councik needs 
to be strengthened and, indeed, that t h i s  i s  an on-going rather than a definitive process. In 
this context, the Mlnktry o f  State Administration Ls flnallzlng a trainfng pmgram in which it 
i s  envisaged that members of all 128 Consultathe Councils at district b e l  will receive 

I 
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training in citizenship and participation, planning, public finance management, sustainable 
development, local economic development, disaster rlsk management, and monitoring 
amongst others by lune 2011. To complement this, the M nistry of Education and Culture 
ha5 embarked 07 a literacy Program for members af Consultative Councils in which it Is 
envisaged that all members ofmnsuiative councils will have basic literacy skiits by 2011, 

The ZW3 Act [Lei dac & g h  Lrrmis bo Estcdo} has provided the foundatlon for a process 
of change in other impartant respects. Distrld Development Plans (P€Eo&b) arc defined as 
the cornerstone of the Mozambican planning system and to  date over 100 districts haw 
approved Strat@@ Development Plans wlth the remainder having plans approaching 
finalizatia n. 

These integrated dewlopment plans define strategic prlorltles for the district t h r~ugh  a 
particirratke process wlth communlty representatives. Through the National Decentralized 
Planning and Finance Pragam the Gnvpmmhnt sppk m rnnsntidatp thk prncw~.  Htwever, 
a5 part of the Program, PEDDs will be re-focusicd and b&cr integrated t o  cnwrc that they 
conslder questlons relatlng to local economic dwelopment pctentials and priurities in d 

more comprehensive manner as a way of providing a clearer strategic framework Tor 
investments a t  distfict level whether from the puolic M prlvilte sector. 

The Gcrwrnmerit has alreadly taken a number ot imporeant steps t o  support the 
transformation of District Governments into planning and budgetar). units, 4 5  you are 
aware, dktrictts wprp a l lnratd  an investment !~i l fpPt fm the f int  time in 2005. The overall 
value of this allocation has incrcal;cd by 55% ovcr thc period 2006-20M a trend #which the 
Government will maintain. The district investment b u d p t  niiiirrstredrris dri dppiuddi whkh 
was tested by the w-u projects I? the north and centre of Mozambique with UNCRF and 
World Bank support, It provider District Governments with a source of dbcretionary 
funding with whirh t hpy  can implement dweiopment priorltles defined in their PEDDs in 
relation to -oca1 ecDncrmic development and, since 20108, public infrastructure. Projects to 
be funded are defined on a r  aiinuil basis throuefi a partidpatmy process in which 
eonsultative councils play an important role. I he Government considers the distria 
investment budget an important and irreversible s1ep forward which it intends :O further 
wnmlidate overthe next thrse yearr. 

10. In initially rnrklng investment funds available to districts for the promotion of  income 
generation and food production activities, the Goverrment puruosefuliy sauRht to Finance 
activiiies that would directly impact on poverty redoction In rural areas & providing Inans 
t o  local a5wciations and rnicrp-mterpises the Government has assumcd risks owwbtcd 
witt- the introductlon ofrural credit which the prlvate sector has, to  date, been mkucfant or 
unable t@ take. 

11, Moreover, through this approach the Government has sou&t to hrnaden the PxpPriPnzc! 
and capocity of rural people with regrd to  using micro-credit in S U C ~  a way that 'cvlll create 
n'uw fdvuurabk ruridit ur15 for the evrriludl erilry uf privdte rtnaric~al ilistitutions through 
the creation ot a rmdy market, 

12. The Gwernment Intends to consolidate and normalise these experiences via means of 
reqcling public investment funds far LED through a re*vohring district developmant fund. 
The upefaLiorr o l  Uiesr rutids will initlaily require teclwical support but once established it 
i 5  snvisased t h a t  they will be able to accept third party funding and ultlmateb become self- 
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flnancrng. The Government considers that there is rile risk of these funds competing with 
those of emerging financial institutions in rural areas. On the cotitmry, it it mviraeed that 
such funds will CmplPment the private sector through strengthening thc viabitjty of their 
entry into rural areas. 

13. Slnce 2C08, the Garernmrnt made funds available to District Governments, vlo the district 
investment budget, for public infrastructure, t h a e  funds ate Jiuarliunary in the sense 
they are wailable for administrdlive, w i a l  or economic Infrastrbcture pro.ecrs defined as 
prlorlties in PEDOs and by Consutta:~~ Catlncils as part of the annual operational planning 
process (PE5OD). In the State Eudget for 2008. each district via5 allocated Mt.7.3.M For this 
year the allocation ha$ risen to FAt. 2.5M. Fnr the pertod 2010-2012 thu Government has 
made p'ovision in t h e  MTEF fa an incrccac of over 50% in the overall value of this 
slFocation subject to the priorities deliired in the Gwernment's Program for ZC10-14 a m  
prml l lng mcro-ewmrnic clrc.mstances. Moreover, the Ministfles of Finance and 
Ylanning and Development are currently developing and will introduce by 2012 
metkodobp;ies with ekplicit criteria for the eqiiitahle aliocatlon of these funds betwen 
diericts. 

14. The Government introduced a recurreit budget far thP District Admlnistator's and District 
S~rretarfr Offices in 2OD6, From I C b G  the p o d s  and services component of the recurrelit 
budget has been extended t o  all the cuiiiponent servlcm of :he District Government 
{5ew&us Dhlritrris) f w  operating costs, Th? transfer of the pzyroll responsibilities to  the 
diarlct ha5 begun but remgnising the capacity 3rd technlcal and financial infrastructure 
requirement$, this will take Some time to  mmpietP. Nwenhelesr, the payment of the 
salaries of distrlct govwnntwt personnel /E already belng undertaken in somcdietricts and 
the Government intends to wpand this process to include ?he payinclil ul lht! salaries of al l  
government staff a t  dibirirt lewel, Including hedtth and educatron staff, by 2012, 

15. The Cawrnment has made prevision In the MTEF 2010-2012 for a n  increase of 17% irk the 
recurrent budget of DisLiicl Cvvernments aver the iOC9 allocation and wil l  gmdually 
amme responslbliHy for operation a*d maintenance casts of the Program and ensure that 
the salaries of technical staff funded by the Program are Integrated into the civil servire 

16 In addition to the distri:t investment budget, rwtar bnds are also being d ~ r ~ m t r a l b d  to 
provlncial and district lwei. Following a derkinn by the Coountil of Ministers in October 
71707, all  sectan were instructed t o  look at ways in which both t&lr edmpetenc'es and 
bddects could be decentralized t o  lower lieis uradministratlon and It) aarticular to district 
level. Some pragress has Dt2i-i made, notably in the sectors of education, health, 
agriculture, water and roads. For example, in 2DO5 the National Dlrectoratc for Water 
allocated Mt.17.8M to Provincial Govemmtnts far the cnnstrdction of water infrastructure 
and Mt.79.RM to District Guveernments for their rchcbllkation and maintenance. Since 
2008, 3istricts Govcmrrcn~ have each received Mt.lM per yedl rur Llie construction and 
rnaintenarrcc ul  tertiary roads. The Ministry of tducatirrn has decentralized the 
respansibility and funds for the accelerated school construction pvqraw t o  Provinual 
Government and transferrep mme Mt.96M to Districts between 2Dfl5-70nR for primary 
school maintenance. ThP hlinlstry of Health has deeentralked responsibility for the 
construction and maintcnsnce of Type 1 I leoith Posts to distrlct level. 

k?, Whilst these dewbpments prnvidr a startlng paint, the Government recognizes that 
further decentralization initirttivcs must take piace within the writtext of d riiui'ti 

payroll. 
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coordinated and systematic approach. Workon the deve oprnsnt of a stra;egic frdriirwaTk 
far decentralization started in 2007 but in this complex area the Gwemment feels that a 
carefully considered approach based on both international best practices and the 
partisubtities of Mozambique is required. 

1R.Thp condination of the decentralization process is being ked by the hlinlstry af State 
Admlnlstrition Mth technical support from UTRESP and d e r  specialists, A tpam nf 
specialists is currently supporting MAE in the elaboration of P dccentralizatim strategy 
which is antlctpated to be apprwd by the end of 20lD. Sector deconwril~dliun, cutieiitty 
under review as part of the evaluation of PARPk I!, will be a major canrideration in the 
preparation of this strategv wh ch will seek to consolidate and institutionahe promises 
already underway ant furtner define tho distribution nf competeneles between difFerent 
bevels vf Gowrnmcnt. It is envizaged that the elabam:ion of thc stratew will be fcsflowed 
by a National Decentraliratlon Plan tnat will set out concrettr ?rhps m d  actlvities that will 
take the decentralization process torward. 

i9.The Government bellevrs that the greater cldrity it1 tne defiiiition and distributlon of 
competencies that will result from the Decentralization Strategy wlll facilitate the mdre 
effective integration and harmonization of sector and territorial planning instruments and 
prov de the basis far further fiscal dercntralir~ti,ticm. Following approval o f  the strategy, the 
Gwernmcnt will rerrise methodologies and guldc1inc.s for the preparation and integration 
of sector and territorial zt.dlepic and aperational plans by 2014 and foresees a padusf 
increase In the percentage ot the state budget being trans+erred to provlnclai and dtstrict 
level overthe same period, 

20. With regard t o  district finance, wlth support from The world Bank, the Ministry pf Firtarire 
has recently approved a set of practical gddellnes for 'listrid Governnent which will bring 
&water inteadry and tmnspamrtcyta financial management and in particular the collection 
and *eegistratjon af receipts, As 2 rewk the Giawmrnert expects the rp@istration of receipts 
d l  Jislrict level to increase over the peried 2010-2012. FurtherrnorE, the ongoing i d h u t  of 
e-SISTAFE will lead to at least half of all d istr la  belng on line for the puipcurs of 
budgeting, executbn and financial regorting by 2012 and the Government irltends to 
continue to stren,ghen internal and external control functirSnS to ensure greater 
undcntanding and adherence to administrative and financial management regulatinns and 
pruurdurrs. 

21. In pursuing a process ofdrcentraliration the Gowrnmmt hptieutrs it must exercise care to 
ensure that  any increase In the allocation of rcliponsibliitlos and resources t o  District 
Government i s  mmmensvrate with the drengthening of hurndri .rid Lrlstlrutbqal capariRy 
at this level eyecially in the areas ot planning and frnancial management. Thmugh Decree 
6/2CO5, (12'h April, 2006) the Government approved a new organic s t r u c t u ~  for disVlcts 
governments with a r e w  to establishing a rnnrp: wuice orientated apprrsazh On this basis, 
the strucdurc of ail District Governments has been reorpnised to create the Office of the 
District Secretary and four Diblrjd Sewices. Through Recree 5/2006 (lLth April, ZOOS), the 
Gaverilment decentralised the responsibility k r  the recruitment and management of 
human resources with the result that the responsibility for the deflnltion avd recruitmeit 
nf pmts witiin the new organic structure is now the mmpetency ofthe District. 

22, The Government expects the National Program for Dewntralised Planning and Finance to 
play a pliatal rcle in strengthening the caaacitq of District Gouernmenrs in the field o f  
planning and finandal management using training manuals rertified by SlFAP and SIFAP 
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accredited trainers. The National rrog-am will monitor improvements In the capacity uf 
Oistrict Government in relation to a number of key processes in the field of participative 
planning and financial management through the introduction of a performance monitorim 
system which once in place wlll be linked to the district budget allocation rnechanim. 

El. Finally, with a v i w  :n consolidating community particioation, raising public awareness and 
promoting grcatcr tront;porency and access to information, the Government intends to 
dwclop and introduce varims ma~hanisms and communication techhiqucs for improving 
the dissernjnatibn and transrnissi~.n of information to cornmunltles wlth regard to lwai 
development, planning, budgeting and rnonltorlng and Government perfwmancc? In these 
areas. This will be specifislky addressed throuph the infarmation and krovrledge 
management component of the national program 

24. I hope I have been able t o  5how that much has already been achieved and that significant 
and irreversible steps have been taken in the dewntralimtinn p m w i  In Mozambique. The 
Government has complied with all of  the cammiher& scts out In the letter of 13’ Au~uu,  
2003. Nevertheless. we recognize that there I3 much to da and rrrdrly clAlenges to be 
faced. 

&The Government corsiders the consolidation of efforts in the field of decentralized 
planning and finance to be critical cornponeits nf thP dPr.entnliza!lon process in 
Mozambique. The National Decentralized Planning and Financc Program, led by this 
MinlSttry, will address these areas. Rie pre!prrdliotl af the program ia corning to B 
conclusion and the Gwernmeqt Intends to praceed with Its launch this year. It will 
continrre to be an Inteigal component and make an Important contributin to the publlc 
sector reform and d~r~ntrxl i7;rtbn process and tkse strengthening of the capaclty of district 
Government in relation to participative planning and public flnancial management which 
wlll serveto promote greattv t rariyrareriry dlld good governance practices 

26. Thc Program *ill be coordinated through a multi-sedoral supervisory committeP 
composed of MdliUlld! Directoi s froin the 6 relevant ministries and chaired by v y  cdeaguc 
the WmMinister tor Planning and Develaprnent which will meet cn a quarterly basts, The 
team responsible f c r  day-to-day program management is  based in the Natioral Directwate 
for Planning it- the newly created Department for Decentralized PlanninR, Recruitment of 
oodltionol technical f iaff  for this department in the field of strairgic plarinlrkg operational 
planiirigrrid rriuriituriiig was- completed by the end 3f 2UB. 

27.111 summary, and with a view to consolidating the polin, framewnrk within which the 
Natiand Decentralized Plannlng end Finance Prclgram w i l  bc Lmplicmented, the 
Government has agreed upon the f3llowing commltrnents during the Workl Bank’s 
Appraisal missior that twk phce in December 2OD9: 

? An appm-aved Cecentr&llzation strategy; By end LUlO 
* An increase in the value of the infraistrueure component of 2aio -2012 

District I n v e h ~ o n t  budget by at least 50% per year and the 
iri.rudurLion ul methodologies far i t s  equitable allbcatbn; 

9 District performanc:! monitoring system operational in all 
dlstrlcts: 

I 50% Districts on-line for the rnirpnw’; nf edlSTAFE: 
Evaluafian cf thclmpactof the N s t i o d  Program 

By rrid 2011 

Ey end 2012 
By end 1R14 
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28, Finally, I'd like to take this Dppdrtunity to ~ n c e  again reiterate the Gowrnmcrrt'o 
continuinp strong commitment tu the decentralization process In Mozamblque. We are 
grateful for the continued support ofthe World Bank h what will be a lengthy and complex 
process, Nevertheless, we retnam convinced that by working in partnership we will succeed 
in surmounting the challenges that confront us. 

Yours sincerely, 

19 January, 2010 MapT y - 7 . "  

Mr. Lulz Peretra da SHua 

taumry Dlrectcrr for Angola, Malawi, Mmarnbique, 

Zambia and Zimbabwe 

Afrim Region 

MJDUto 

E.r: H.E Manuel Chang Mlnlster for Fhanee 
H.E. Mlnlster for State Administration - Carrnelita Nanaehulua 

6 
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Annex 15: Capacity Building Strategy 

Technical Assistance 

1. The national project’s core objective is to strengthen the institutional and human capacity 
o f  government at the central, provincial, and district level for the management o f  public 
resources and the district development process in a more transparent and participative manner. 
As such, technical assistance in various forms i s  a necessary and fundamental component o f  the 
project. For this purpose, technical assistance includes the contracting o f  short-term experts and 
specialists (for the development o f  specific outputs or products) and long-term technical advisors 
embedded in government institutions to  work alongside government technical staff to transfer 
knowledge and technical know-how. 

2. Overall requirements for the technical assistance considered necessary to achieve the 
project results and objective are incorporated into the Strategic Budget and set out in a more 
detailed technical note annexed to the government’s Program Document. However, at this stage 
these requirements and the type o f  technical assistance foreseen for the project are indicative 
only. In practice it will be the responsibility o f  each participating institution to evaluate and 
just i fy i t s  needs and requirements in terms o f  technical assistance within the context o f  the 
objectives and financial limits o f  the project. Terms o f  Reference for al l  long-term technical 
advisors and short-term technical experts or specialists whether financed by the Common Fund 
or as part o f  an in-kind contribution, will be elaborated by the recipient (beneficiary) institution 
in collaboration with MPD. In the case o f  long-term technical advisors these Terms o f  Reference 
will stipulate: 

a the results expected to  be obtained and in which timeframe, including the 
knowledge to be transferred and the skills to be developed; 

a The performance indicators; 
a to whom the advisor reports; 
a the counterpart(s) o f  the advisor (government staff); 
a the experience and qualifications considered necessary for the post; and 
a the link to the objectives o f  N-DPFP. 

3. Overall requirements in terms o f  technical assistance in any one year (including in-kind 
technical assistance) will be defined in the project’s operational plan and budget and thereby 
linked to the results expected in project implementation. The contracting o f  technical assistance 
(technical advisors) financed through the Common Fund will be incorporated in the annual 
procurement plan and will be undertaken by the government using procedures stipulated in 
financial agreements with project partners. 

4. All technical assistance o f  both a long-term and short-term nature will be managed by 
and accountable to the beneficiary institution which together with M P D  will undertake an 
evaluation o f  performance, assess progress and future requirements. 
5. I t  i s  desirable and indeed foreseen that the terms and conditions (salaries and other 
benefits) o f  al l  long-term technical advisors should be harmonized. This harmonization should 
ideally apply to &l technical advisors--that is, those contracted by the government (using the 
Common Fund) and those provided by Partners as part o f  an in-kind contribution. For the 
government’s part, the salaries for technical advisor positions at both provincial and national 
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level that will be financed through the Common Fund and technical advisors contracted by 
government are already harmonized, as reflected in the project’s strategic budget. This means 
that an indicative salary for each advisory position has been defined and i s  uniform across 
provinces and between ministries. Clearly, in practice there will be some variations in 
remuneration reflecting the degree o f  expertise, experience and qualifications o f  the candidate 
selected for each position. 

6. Naturally, the government does not have direct control over the terms and conditions o f  
those technical advisors offered to the project by Partners as part o f  an in-kind contribution. 
However, the government will seek to encourage partners providing in-kind technical assistance 
to align with terms and conditions offered by Government in such a way that would permit, in 
the medium term, the definition o f  a salary table indicating minimum and maximum salaries for 
each advisory position. 

7. The process o f  the contracting o f  technical advisors by Partners as part o f  an in-kind 
contribution to the project should be inclusive and transparent. Technical advisor positions 
offered by partners should be agreed with both MPD and the beneficiary institutions. These 
institutions should be involved in the definition o f  Terms o f  Reference, which should be aligned 
with those o f  technical advisors contracted with the Common Fund, and the recruitment and 
selection o f  the advisors. 

8. The adoption, implementation, supervision and monitoring o f  the Project’s safeguard 
policies and tools will be embedded in the capacity building efforts provided at the central, 
regional and district levels throughout implementation. 

Technical assistance knowledge transfer and sustainability 

9. The national project i s  premised on the recognition that despite significant progress in 
recent years, human and institutional capacity constraints remain with regard to the management 
o f  public resources and the local development process. Technical assistance will be used as and 
when necessary (although within budgetary limits) to strengthen the capacity o f  participating 
institutions in these fields to achieve the strategic objectives o f  the project and specific targets o f  
operational plans. 

10. However, the national project simultaneously recognizes that technical assistance must be 
sustainable and that the government must not become dependent o n  external technical advisors 
in the long-term performance o f  i t s  routine functions. In this context the project must ensure that 
the transfer o f  knowledge, skills and know-how from technical advisors to  permanent 
government staff will take place over time, and can be monitored and evaluated. This will be 
achieved in a number o f  ways: 

All long-term technical advisors, whether contracted using the Common Fund or offered 
as part o f  an in-kind contribution, will be integrated into the beneficiary institution and 
will report to the appropriate senior manager (nominated by the institution). The 
institution and the senior manager to whom the advisor should report will be specified in 
the advisor’s terms o f  reference; he/she will also clearly indicate the ”transferee/s” with 
whom the advisor will work and ensure these counterparts are clearly committed and 
available to work with the technical assistance. 

0 

0 The TOR o f  long-term advisors will identify the results that s/he will be expected to 
obtain, the knowledge to be transferred and skills to be developed, and the government 
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department and counterpart(s) who will be the beneficiary(ies) o f  capacity building. 
Moreover, the TOR o f  long-term advisors will include performance indicators which will 
be regularly evaluated (yearly) by the beneficiary institution and representatives o f  MPD. 

0 The government for i t s  part will review the TOR o f  the government counterpart(s) who is 
the "transferee" (the target o f  knowledge transfer) to ensure that the national project 
related skills and tasks are integrated into their official functions and where this is not the 
case, update them by the MTR o f  the N-DPFP- , 

The government will ensure that the performance o f  al l  staff is  regularly reviewed and 
evaluated and, where necessary, will update human resource management procedures to 
ensure that this is undertaken. For national project counterparts such reviews would take 
into consideration the development o f  skills and the transfer o f  knowledge and know-how 
related to the project. This process has already been initiated by MFP under the broader 
public sector reform project. However, MPD would need to ensure that it provides i t s  
own additional efforts respecting the performance evaluation o f  staff involved in NDPFP 
on an annual basis if this i s  not yet being done through the MFP stipulated process. 

0 From time to time (biannually, with the first one prior to the f i rst  MTR) an external 
evaluation o f  "skills transfer" will be undertaken by an independent specialist consultancy 
and the findings will be reported to the Supervisory Committee and project Partners. 
Moreover, improvements in the capacity and performance o f  district and provincial 
government will be monitored and evaluated through the introduction o f  a performance 
monitoring system. 

0 All short term- experts/specialists contracted to  undertake a specific task or deliver a 
specific product (whether through the use o f  Common Fund or as an in-kind contribution) 
will report to a nominated senior government official and work with designated 
government technical staff involving them, as far as possible, in the task; 

0 In the interests o f  sustainability and to strengthen national capacity in general, both long- 
term technical advisors and short-term technical experts will, wherever possible, be 
contracted locally. International advisors/experts will only be sought in those few cases 
where the particular m i x  o f  qualifications, skills and experience cannot be readily or 
easily found locally. In general, the project would not encourage government staff to 
leave their posts to take up an advisory position with the project except in exceptional 
circumstances; 

0 Staff training is a fundamental component o f  the national project's capacity development 
and sustainability strategy. Training will be undertaken at a l l  levels and will be tailored to  
develop the knowledge and skills o f  government staff so that they better match workplace 
demands. Training will take various forms, including on-the-job, workplace, and in-the- 
f ield learning, workshops, and seminars facilitated by externally contracted technical 
specialists, and through short courses and vocational courses. On-the-job training and 
specialized and job-relevant workshops or short courses will normally be undertaken the 
project's long-term advisor who's TORS will reflect this as a key output. The project will 
also maintain the practice o f  "training o f  trainers" which has successfully been used in 
the past to  capacitate provincial level government staff to train district level colleagues. 
All training manuals and al l  trainers used by the project will be certified and accredited 
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by SIFAP, the Government’s Public Service Training System. Moreover, the project will 
rely as much as possible on the existing training capacity within Mozambique, both 
through the variety o f  specialized public sector training institutes and centers associated 
with central ministries and through the several universities and technical-vocational 
institutes that operate in the country. 

Finally, it i s  envisaged in the project’s Strategic Budget that all technical advisor posts 
will be phased out within five years o f  the project’s start. 

Technical advisor framework for central and provincial governments for N-DPFP 

PPFD Program Management Advisor (type 1 or 3) for a minimum period from 2010 to 
20 12 in the Department for Decentralized Planning in DNP; 

Operational Planning Operational Advisor (type 1 or 3) for a minimum period from 2010 
to 20 12 in the Department for Decentralized Planning in DNP; 

Advisor for Decentralized Planning and Finance (type 1 or 3 for a minimum period from 
20 10 to 20 12 in the Department for Decentralized Planning in DNP; 

Specialist in Monitoring and Evaluation (type 1 or 3 for a minimum period from 2010 to 
2012 in the Department for Decentralized Planning in DNP; 

Advisor for Monitoring and Evaluation (type 1 or 3) for a minimum period from 2010 to 
2012 in the Department for Decentralized Planning in DNP; 

Advisor for Knowledge Management (type 1 or 3) for a minimum period from 2010 to 
2012 in the Department for Decentralized Planning in DNP 

Advisor for District Finance ( type 1 or 2) for a minimum period from 2010 to 2012 in 
the National Directorate for Planning in the Ministry o f  Planning and Development; 

Advisor for Procurement Specialist (type 1 or 3) for a minimum period from 2010 to 
2012, in the Department for Administration and Finance in the Ministry o f  Planning and 
Development; 

A specialist in Financial Control area (Type 1 or 2) for the minimum period from 2010 to 
2012, in the Department for Administration and Finance in the Ministry o f  Planning and 
Development; 

Advisor in Public Service Training (type 1 or 3) for a minimum period from 201 0 to 2012 
in the Ministry for Public Service; 

Advisor for Public Infrastructure (type 1 or 3) for a minimum period from 2010 to 2012 
in the National Directorate for Planning in the Ministry o f  Planning and Development; 

Advisor for Public Works Management (type 1 or 3) for a minimum period from 201 to 
2012, at the National Directorate for Construction at the Ministry o f  Public Works and 
Housing; 
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Advisor for the Physical and Land-Use Planning (type 1 or 3) for a minimum period from 
2010 to 2012, in the National Directorate o f  Territorial Planning at the Ministry for 
Environmental Coordination; 

Advisor for Decentralization and Local Government (type 1 or 3) for a minimum period 
from 2010 to 2012 in the National Directorate for Local Administration at the Ministry o f  
State Administration; 

Advisor for the Auditing and External Control area (type 1 or 3) for a minimum period 
from 20 10 to 20 12 at the Administrative Tribunal; and 

Advisor for Internal Control area (type 1 or 3), for a minimum period from 2010 to 2012, 
in the Financial Inspectorate and the Administrative Inspectorate. 

Technical assistance at the provincial level: 

11. The evolution o f  technical assistance for the DPFP during the last 10 years has varied 
between provinces. The l i s t  below reflects the results o f  the efforts to harmonize technical 
assistance at the provincial level. 

0 Advisor for the Decentralized Planning (type 1 or 3) for a period from 2010 to 2012 in 
the Planning and Budgeting Department o f  the Provincial Directorate for Planning & 
Finance; 

0 Advisor for Community Participation and Cross-Cutting Issues (type 1 or 3) for a period 
from 2010 to 2012 in the Provincial Secretariat 

0 An Advisor for District Finance Management (type 1 or 3) for a period fiom 201 0 to 
2012 in the Planning and Budgeting Department o f  the Provincial Directorate for 
Planning & Finance; 

0 Advisor for Public Works Management (type 1 or 3) for a minimum period from 2010 to 
2012, at the Provincial Directorate o f  Public Works and Housing; 

0 Advisor for Monitoring and Information and Knowledge Management (type 1 or 3) for a 
minimum period from 2010 to 2012 in the Provincial Directorate for Planning and 
Finance Provincial. 

12. Each provincial government will evaluate i t s  needs for technical assistance within the 
context o f  project results framework and annual activities. Technical assistance will be 
contracted in coordination with the Ministry o f  Planning and Development according to the 
financial limits o f  the project. 

Contracting and integration o f  district technical staff 

13. In pursuit o f  decentralization in Mozambique the government agrees it must exercise care 
to ensure that any increase in the allocation o f  responsibilities and resources to district 
government i s  commensurate with the strengthening o f  human and institutional capacity at this 
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level especially in the areas o f  planning and financial management. Through Decree 5/2006 (12* 
April, 2006), the government decentralized the responsibility for the recruitment and 
management of human resources with the result that the responsibility for the definition and 
recruitment o f  posts within the new organic structure i s  now the competency o f  the districts. 
With Decree 6/2006, (12th April, 2006) the government approved a new organic structure for 
districts governments with a view to establishing a more service orientated approach. On  this 
basis, the structure o f  al l  district governments has been reorganized to create the Office o f  the 
District Secretary and five integrated District Services. 

14. Subsequent to these decrees al l  district have submitted a “quadro do pessoal” (staffing 
structure) defining the posts that they wish to establish within their new organic structure and 
which have been approved by the Ministry for Public Service (MFP). The baseline survey 
undertaken for the national project will provide information on the number posts at district level 
which are f i l led and those which will need to be recruited. 

15. In the context o f  the national project, the government does not consider the placement o f  
technical advisors at the district level either necessary or financially viable. Technical assistance 
for districts and the process o f  building the capacity o f  district technical staff will be provided by 
provincial level government technical staff supported by provincial level technical advisors. 

16. However, the national project recognizes that, o n  the basis o f  past experience, the process 
o f  recruitment o f  technical staff for district government can be time-consuming due to a 
requirement that each candidate selected for a post be approved by the Administrative Tribunal 
(TA)’. In the absence o f  regional offices, this has resulted in a backlog o f  cases in the Tribunal in 
Maputo with the result that i t can take many months for a successful candidate to take up h i s k e r  
post in a district and receive a salary. In addition the districts may not have the revenue necessary 
to recruit these technical staff immediately and have traditionally needed a period o f  time to 
identify funding sources for this (whether through own revenue or from the recurrent expenditure 
transfer). 

17. Clearly this situation has implications for the implementation o f  the national project, 
which requires that the new staffing structure o f  every district be f i l led in order that it can 
achieve its prescribed objectives and results. With this in mind, and on the basis o f  an approach 
tried and tested in the central and northern provinces o f  Mozambique, i t is proposed that the 
national project will use the Common Fund to temporarily pay the salaries o f  key district 
technical staff relevant for achieving the objectives o f  the national project until they can be fully 
integrated into the public service staffing and salary structure. 

18. Once detailed information i s  available f rom the baseline survey, the exact number o f  
posts that will be temporarily supported with project funds will be defined. However, some 
general principles have been established: 

Posts eligible for support from the project must be directly related to the project and 
justified, by the district, as being necessary to achieve i t s  objectives and results. The table 
below lists in an indicative sense those posts which could be supported by the project. 
However, this list i s  not exclusive. Other posts might be considered for support if 
adequately justified. 

Equivalent o f  the Office of the Auditor General or Auditing Commission in many other countries. 
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Post 
S trategic/operational/participative 
Planning Technician 
Accountanflinance Officer 
Human Resources Administrator 
Land-use Planning Technician 
Engineer/Public Works Technician 
LED Technician 

0 

0 

0 

0 

19. 

Attributed to: 
District Permanent Secretary Office 

District Permanent Secretary’s Office 
District Permanent Secretary’s Office 
District Service Planning and Infrastructure 
District Service Planning and Infrastructure 
District Service for Economic Activities 

The project will only consider supporting posts defined in the staffing structure o f  the 
district and approved by the Ministry for Public Service. This serves to guarantee that the 
selected candidate will ultimately be integrated into the public service staffing and salary 
structure and that provision has been made for this; 
Technical staff will be recruited in line with government procedures and will be 
temporarily remunerated by the project on the basis o f  the same terms and conditions as 
other district government staff on an equivalent scale and with equivalent qualifications 
and experience; 
The district Government will be responsible for the recruitment process, including the 
elaboration o f  TORS, with technical support f rom the Office o f  the Provincial Permanent 
Secretaries and in coordination with MPD; 
The recruitment process undertaken by the district will serve a dual purpose: (i) 
triggering the process o f  approval o f  the candidate by the TA, and (ii) contacting the 
successful candidate by the district on a short-term, time-limited (but renewable) 
contract, paid with project funds, which will expire once the candidate i s  approved by 
the AT and integrated into the public service staff and salary structure; 
Project funds will support district technical posts for a maximum o f  two years although in 
practice it i s  probable that the period will be much shorter than this (6- 12 months); 

For the purposes o f  elaboration o f  the project’s Strategic Budget, it has been assumed that 
an absolute maximum o f  670 technical staff could be recruited by 128 district governments 
during the period 2010-2013 and supported with project funds for a maximum period o f  two 
years before being absorbed into the public service payroll. It is anticipated that the actual 
number supported will fal l  below this and the average period required for project support is  
expected to be between 6 and 12 months and reduced over time as the capacity o f  the TA 
improves (also supported by the project). 

20. Given technical and financial capacity constraints, the project assumes a phased approach 
to  recruitment with approximately 25 percent technical staff being contracted each year until 
2013. It is expected that al l  technical staff contracted and supported with project funds will be 
integrated into the public service payroll by the beginning o f  2015. An extract f rom the project’s 
Strategic budget below demonstrates how this is envisaged to take place. The graph below 
indicates how the use o f  project funds for the payment o f  district technical staff will gradually 
diminish from 20 12-20 1 5 while the costs to  government correspondingly increase f rom 20 1 1. 

Excerpt from Project Strategic Budget (table below): 
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72 

'72 

i36.6 

305.8 

- Recruitment Plan (# posts) 

- Number of posts to be paid by Project 

- Salary paid by Project fund ('000 $) 

- Annual Integration Plan (# posts) 

- Posts already integrated 

- Cumulative integration plan (# posts) 
- Salary paid by Gov. for already integrated posts 
(period to NPPFD) 

- Salary to be paid by Gov. for posts recruited via N-DPFP 

201 1 

I 74 

346 

1,079.5 

98 

305.8 

305.8 

201 2 

184 

358 

1,117.0 

172 

98 

I 72 

305.8 

536.6 

842.4 
22% 

201 3 

140 

324 

1,010.9 

1 74 

98 

346 

305.8 

1,079.5 

1,385.3 
23% 

2014 

140 

436.8 

184 

98 

530 

305.8 

I ,  653.6 

I ,  959.4 
24% 

201 5 

140 

98 

670 

305.8 

2,090.4 

2,396.2 
18% 

13% 13% 35% 58% 82% 100% 

Staff deemed necessarv/reauired for the Districts (6 Dosts): it is foreseen that the N-DPFP will support the 
payment of salaries of these staff for a period of 24 months for each post after which they will be integrated into 
the civil service salary system via the State Budget. 
NB: the central provinces of Tete, Manica, Zambezia & Sofala have already integrated accountants and public 
works technicians. 
Taking into account the capacity constraints in relation to recruitment and the absorption capacity of the 
Government, it is assumed that the 670 posts that will potentially be recruited for 128 districts will be recruited 
gradually using a phased approach of 26%, 26%, 27%, 21% during project implementation. It is estimated that 
by the end of 2012, 26% of the total posts will have already been integrated and that by the end of 2014 all posts 
recruited will be paid from the State Budget (see table above). 
On the basis of the above assumption, the Government, although not making a direct contribution to the project 
budget will continue to finance the district budgets by USD305, 800 (13% of salary costs) during the first two 
years and by USD842, 400 (35% of salary costs), US$ 1,385,300 (58%) and US$ 1,959,400 (82%) during the 
subsequent 3 years, reaching US$2,396,000 (100%) by 2015. 

2.7 

2.4 

2.1 

1.8 

1.5 

1.2 

0.9 

0.6 

0.3 

0 

Anos -+--Common Fund contribution - - Gov Absorption (integracdo) 
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Annex 16: UNDP and German Cooperation Contribution 
(Non-Common Fund Activities) 

1. N-DPFP i s  designed to support strategic areas including improving service provision; 
strengthening the local state bodies; professionalization o f  the public service; and good 
governance and fighting corruption. To this end, it i s  essentially a capacity building and technical 
assistance national project. The proposed activities under N-DPFP will (except for in kind 
services provided by Non-Common Fund Partners) be carried out by the government at central, 
provincial and district level with the support o f  technical advisors recruited under the project. It 
will primarily consist o f  capacity building and training activities including the development o f  
methodologies and instruments with a view to strengthening local state institutions. It wi l l  also 
involve some acquisition o f  goods such as office equipment, furniture and vehicles, as conditions 
in the districts and provinces are st i l l  limited. The activities supported by the Non-Common Fund 
Partners (UNDP and German Cooperation) signatories to the Memorandum o f  Understanding, 
are as follows: 

2. UNDP (Central level) 

A In-kind direct contribution will finance the following activity (US$O. 6 million): 
- One technical advisor at the central level in the area o f  Decentralized Planning and 
Finance. 

B Indirect contribution willfinance the following activity (US$0.2 million): 
- One technical advisor at the central level in the area o f  Knowledge Management. 

3. UNDP (Gaza, Nampula and Cab0 Delgado) 
In-kind direct contribution will finance the following activities (US$O.S million): 

- Three (3) technical advisors at provincial level in the area o f  Decentralized Planning. 
A. 

B. Cashnndirect contribution will finance the following activities (US$2.1 million): 

- Twelve (12) technical advisors at the provincial level in the areas o f  (i) Community 
Participation and Cross-Cutting Issues; (ii) District Finance Management; (iii) Public 
Works Management; and (iv) Monitoring and Information and Knowledge Management. 
- One study on Knowledge Management. 
- Acquisition o f  2 vehicles for Nampula. 

4. German Cooperation (Central level) 
In-kind direct contribution will finance the following activity (US$0.4 million): 
-One technical advisor at central level in the area o f  Auditing and External Control. 
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German Cooperation (Manica, Inhambane and Sofala) 

A. In-Kind direct contribution will finance the following activities (US$2.2 million): 

- Fifteen (15) technical advisors at provincial level in the areas o f  (i) Decentralized 
Planning; (ii) Community Participation and Cross-Cutting Issues; (iii) District 
Finance Management; (iv) Public Works Management; and (v) Monitoring and 
Information and Knowledge Management. 

B. Cash contributions will finance the following activities (US$2.6 million): 

-Training and the necessary associated operating costs and equipment for the districts in 
the area o f  procurement, contract management, supervision and monitoring o f  plan 
implementation, as follows, and in three provinces (Manica, Sofala, Inhambane): 
-Training o f  District technician staff in participation and community consultation in 
planning 
-Training o f  Local Committee’s (CL) members in the development o f  PED and DEL 
(local development) 
-Training o f  District Staff in strategic planning 
-Training o f  District Staff in operational planning and budgeting (PESOD) 
-Training o f  District Staff in management o f  public works 
-Training o f  District Staff in financial management (expenditures and prescriptions) 
-Training o f  District technician staff in procurement o f  goods, works and services 
-One study on elaborating methodologies and manuals for strengthening Internal and 
External Control o f  public funds 
-One study on Evaluation o f  the effective implementation o f  monitoring activities. 
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Annex 17: Country at a Glance 

Mozambique at a glance 212510 

Key Development Indlcators 

72006)  
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Urban population (%of total population) 
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GNI per capita (P PPI international $) 
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GDP par capita growth (%) 

(most recent estimate, 2003-2006) 
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(US$ millions) 
Net ODA and official aid 
Top 3 donors (in 2007): 

European Commission 
United States 
United Kingdom 

Aid (%of GNI) 
Aid percapita (US$) 

Long-Torm Economlc Trends 

Consumer prices (annual %change) 
GDP implicit deflator (annual %change) 

Exchange rata (annual average, local per US$) 
Terms o f  trade index(2000 = 00)  

Population, mid-year (millions) 
GDP (US$ millions) 

Agriculture 
Industry 

Services 

Household final consumption avenditure 
General gov't final consumption expenditure 
Gross capital formation 

Evorts of  goods and services 
Imports o f  goods and services 
Gross savings 

Manufacturing 

1980 

167 

7 
9 
11 

4.7 
14 

4.2 
4.1 

0.0 
87 

P . l  
3,526 

37.1 
34.4 

28.5 

96.7 
P .2  
7.6 

0.9 
27.4 

IS90 2000 

998 906 

81 79 
82 116 
43 83 

43.0 22.5 
74 50 

43.7 P.7  
34.1 P.0 

0.9 S .4 
1P 0 0  

73.5 8 . 2  
2,463 4,249 

(%Of  GDP) 
37.1 24.0 
8 . 4  24.5 
0 . 2  9 . 2  

44.5 515 

92.3 79.5 
u .5  9.0 
22.1 3 10 

8.2 17.5 
36.1 37.0 

2008 

1777 

240 
153 
118 

24.2 
83 

0 . 3  
7.7 

24.3 
119 

218 
9,846 

28.6 
24.3 
u . 9  
47.1 

817 
12.1 
8 . 5  

33.3 
45.7 

I J 

Orowth of ODP and ODP per capita ( O h )  

15 I 

10 

5 

0 

5 

-10 1 . 
85 05 

-C GDP - GDP per capita 

1980-SO 1880-2000 2000-08 
(average annualgmvdh %) 

11 3.0 2.2 
-0.1 6.1 8.0 

6.6 5.2 7.8 
4 . 5  P . 3  0 . 1  

w.2 9.4 
6.5 5.0 7.2 

-11 5.8 7.6 
5 . 7  3.2 -7.0 

4.1 8.8 3.3 

5 . 8  0 . 1  6 . 5  
-3.8 7.6 8.7 

Note Figures in italics are for years otherthan those specified 2008 data are preliminary 
a Aiddataarefor2007 

indicates data are not available 

Development Economics, Development Data Group (DECDG)~ - I - I - _  __ I 

115 



Mozambique ~ 

, Souffie: KsufmannXmsy-Maatrui, World Bank 

Balance o f  Payments  and Trade 

(US$ millions) 
Total merchandise exports (fob) 
Total merchandise imports (cif) 
Net trade in goods and services 

Current account balance 
as a %of GDP 

Workers' remittances and 
compensation of employees (receipts) 

Reserves, including gold 

, 

Centra l  Government  Finance 

(%ofGDP) 
Current revenue (including grants) 

Current expenditure 

Overall surpl usldeficit 

Tax revenue 

US$rnillions 

Highest marginal taxrate (Oh) 
Individual 
Corporate 

External D e b t  and R e s o u r c e  Flows 

(US$ millions) 
Total debt outstanding and disbursed 
Total debt service 
Debt relief (HIPC, M DRI) 

Total debt (%of GDP) 
Total debt service (%of exports) 

Foreign direct investment (net inflows) 
Portfolio equity(net inflows) 

2000 2008 

364 2,653 
1 6 3  3,804 
-615 -1223 

-1042 -2,021 
-24.5 -20.5 

37 16 

745 1605 

15.2 19.7 
n .5  14.2 
117 15.7 

-6.4 -7.9 

20 32 
35 32 

7,247 3,432 
96 43 

2,992 1057 

70.6 34.9 
P .5  13 

0 9  587 
0 0 

~~ 

Composition of  total external debt, 2008 

Short-tom, 628, I O R D '  

latemi, 512 

P r i v a t e  S e c t o r  Development  

Time required to start a business (days) 
Cost to start a business (%of GNI percapita) 
Time required to register pmperty(days) 

Ranked as a major constraint to business 
(%of managers surveyed who agreed) 

n.a. 
n.a. 

Stock market capitalization (%of GDP) 
Bank capital to asset ratio (%) 

2000 

2000 

8.2 

2008 

26 
22.9 

42 

2 0 0 8  

6.4 

Governance Indicators, 2000 and 2008 

Vdceaxl accantability 

Pditica slability 

Regulalory quality 

Ruled Iw 

Contrd d Corrq$icn I I  
0 25 50 75 100 

02008  Cantry's permile rark (4100) 
02000 highervaluss rmp'yb@ermtng 

Technology and Infrastructure 

Paved roads (%of total) 
Fixed line and mobile phone 

High technologyexports 
subscribers (per TI0 people) 

(%of manufactured exports) 

Envlronment 

Agricultural land (%of land area) 
Forest area (%of land area) 
Nationally protected areas (%of land area) 

Freshwater resources per capita (cu. meters) 
Freshwater withdrawal (billion cubic meters) 

C 0 2  emissions percapita (mt) 

GDP per unit of energyuse 
(2005 P P P  $ per kg of oil equivalent) 

Energyuse percapita (kg of oil equivalent) 

2000 

18.7 

1 

9.3 

61 
24.8 

5,242 
0.6 

0.07 

13 

397 

2 0 0 8  

21 

2 3  

62 
24 5 

5 8  

4,693 

0 09 

17 

420 
I 

I (US$ millions) 

IBRD 
Total debt outstanding and disbursed 
Disbursements 
Principal repayments 
Interest payments 

IDA 
Total debt outstanding and disbursed 
Disbursements 
Total debt service 

IFC (fiscalpar) 
Total disbursed and outstanding portfolio 

of which IFC own account 

0 0 
0 0 
0 0 
0 0 

760 1149 
97 255 

6 6 

99 04 
99 84 

Disbursements for IFC own account 49 -2 
Portfolio sales, prepayments and i repayments for IFC own account 3 m ,  

M IGA 
Gross exposure 114 228 
New guarantees 74 50 
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, 
Millennium Development Goals Mozambique 

with selected targets to achieve between 1990 and 2015 
I 

(estimate closest to date shown, C 2years) 

G o a l  1: halve the rates f o r  extreme poverty  and malnutrit ion 1990 
Povertyheadcount ratio at $125a day(PPP, %of population) 
Poverty headcount ratio at national povertyiine(%of population) 
Share of income or consumption to the poorest qunitile (%) 
Prevalence of malnutrition (%of children under 5) 

G o a l  2: ensure that  children are able t o  complete  primary school lng 
Primaryschool enrollment (net, Oh) 42 
Primarycompletion rate (%of relevant age group) 26 
Secondaryschool enrollment (gross, %) 7 
Youth literacyrate (%of people ages 15-24) 

G o a l  3: el lmlnate gender disparity In educat lon and empower  women 
Ratio of girls to boys in primaryand secondaryeducation (Oh) 71 
Women employed in the nonagricultural sector(%of nonagricultural employment) 
Proportion of seats held b y w m e n  in national parliament (Oh) 

11 
18 

G o a l  4: reduce under-6 mortal i ty by two-thlrds 
Under-5 mortality rate (per i000) 
Infant mortalityrate (per I000 live births) 
Measles immunization (proportion of one-year olds immunized, Oh) 

201 
0 5  
59 

G o a l  6: reduce maternal  morta l i ty  by three-fourths 
Maternal mortality ratio (modeled estimate, per 100,000 live births) 
Births attended by skilled health staff (%of total) 
Contraceptive prevalence (%of women ages 15-49) 

G o a l  6: halt  and begin t o  reverse the spread o f  HlVlAlDS and o t h e r  m a j o r  d iseases 
Prevalence of HlV (%of population ages 15-49) 

Tuberculosis cases detected under DOTS (Oh) 

14 
SI Incidence of tuberculosis (per r)O,OOO people) 

G o a l  7: halve the proport lon o f  people without sustalnable accese t o  basic needs 
Access to an improved watersource (%of population) 

Forest area (%of total land area) 
Nationally protected areas (%of total land area) 

36 
20 

25 4 

0 1  
0 9  

Access to improved sanitation facilities (%of population) 

CO2 emissions (metnc tons percapita) 
GDP perunitof energyuse(constant2005PPP $ perkgof oilequivalent) 

G o a l  8: develop a global partnershlp f o r  development  
Telephone mainlines (per 100 people) 
Mobile phone subscribers (per 100 people) 
Internet users (per 100 people) 
Personal computers (per 100 people) 

Educatlon Indicators (%) 

25 E 
2000 2002 2004 2006 2008 

-Primary net enrolment ratio 

+Ratio of gidr lo boya in primary h secondary 
aducation 

olds) 

1990 1995 2000 2007 

OMommbique OSuMaharan Afiica 

0.4 
0.0 
0.0 

1995 
813 
89.4 
5.6 

28.1 

26 
7 

47 

25 

190 
P 8  
71 

44 
6 

4 5  
262 

59 

39 
22 

25.1 

0 1  
10 

0 4  
0 0  

0.0 
0. I 

2000 

56 
18 
6 

75 

30 

184 
P5  
71 

9 5  

47 
378 

41 
27 

24.8 

0.1 
13 

0.5 
0.3 
0.1 
0.3 

2008 
74 7 
54.1 
5.4 

2 i2  

7 6  
48 
l8 
53 

85 

35 

168 
115 
77 

520 
48 
n 

12.5 
43 1 
49 

42 
31 

24 5 
5 8  
0.1 
17 

0.4 
20.2 

16 
14 

ICT Indicators (per 100 people) 

30 1 

2000 2002 2004 2006 2008 

OFixed + mobile subscribers 
Olnlemet users 
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Annex 18: IBRD Map 33451R1 
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