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Abstract

The quality o governance and institutions has come to be seen as
a undamental actor

in shaping the development prospects o poor countries. As a
consequence, donor agen-cies have increasingly allocated resources
to providing technical assistance or improving

governance standards in such countries, with mixed results. This
paper investigates the

actors aecting the outcomes o reorms aimed at improving the
quality o government

budget institutions in Mozambique, over the last decade or so.
Mozambique is a highly aid-

-dependent country that has enjoyed substantial economic growth
and political stability,

thus becoming the testing ground or new donor approaches linked
to direct support to

the government budget, alongside heavy investment in technical
assistance to improve

the quality o budget institutions.

The paper starts with a deinition o the quality o budget
institutions that can be measu-

red and tracked over time using existing data, and develops an
analytical ramework that

identiies the key actors at play in the political economy o
budget reorms, both domestic

and external. The analysis then looks at both the overall reorm
trajectory and three speciic

budget reorm areas in Mozambique. It highlights how, despite
some signiicant advances,

these reorms have had limited impact. Weak government leadership
and commitment has

been a key actor limiting successul reorm outcomes, alongside
the lack o an eective

and centralised reorm coordination unction. High levels o donor
ragmentation, both in

general and in the provision o technical assistance or budget
reorms, have also contribu-

ted to Mozambiques ambiguous record.
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Introduction

Over the past two decades, economists and political scientists
alike have claimed that insti-

tutions matter or development (North, 1989; Burki and Perry,
1998; Bardhan, 2005), or moreboldly that they rule (Rodriket al.,
2004). The increasing ocus on the institutional determi-

nants o development is relected in the gradual adoption o the
term governance by a large

number o donor organizations (Letwich, 2000: 116) since the
early 1990s. For many reorm-

-minded citizens in developing countries, Merilee Grindle
argues, as well as or academics and

practitioners in the international development community, good
governance has become as im-

perative to poverty reduction as it has become to development
more generally (Grindle, 2004:

525). Such consensus has been relected in the amount o resources
that donor agencies

have committed to supporting institutional reorms. According to
the OECDs Development

Assistance Committee, aid commitments or the broad government
& civil society sectorhave soared rom US$ 1.2 billion in 1997
to more than US$ 16 billion in 2007 1.

Despite this existing consensus and the importance given to
governance and institutions

as determinants o development, research on how institutions
develop and change over

time is still incipient, especially in developing countries.
Research on how donors inluen-

ce aects governance trajectories and processes o institutional
change in aid-dependent

countries is even more scarce. There are very ew comprehensive
studies o oreign aids

impact on governance and institutions to date, also because o
the diiculties inherent in

measuring and tracking the quality o institutions over time.

This paper contributes to these debates by attempting to explain
the outcomes o insti-

tutional reorms related to the management o public inances in
Mozambique, a country

that is heavily dependent on oreign aid, over the period rom
1997 to 2007. Government

budgets are a key area o government action, through which policy
objectives are chosen

and acted upon, and the necessary resources are collected,
allocated and spent. They have

also became a crucial area being promoted by donors, as their
quality is important to do-

nors because o their role in guaranteeing iduciary saeguards
(e.g. ensuring that aid un-

ds provided through direct budgetary support will not be
misused) 2. Funding or donor-

-supported budget reorm programmes has increased ten-old over
the past decade (romUS$ 170 million in 1997 to US$ 1.6 billion in
20073), covering a range o initiatives aimed at

strengthening the rules and procedures which underpin budget
processes in aid-receiving

countries. Mozambique, in particular, has been one o the
countries that received some o

the largest amounts o donor assistance in support o budget
reorms. How has such exter-

nal assistance worked? Were donors able to buy better governance
in Mozambique? What

other actors shaped the outcomes o budget reorms?

1 http://stats.oecd.org/qwids/2 World Bank (1997); World Bank
(1998a); DFID (2004).3 http://stats.oecd.org/qwids/


	
8/2/2019 Aid CadernosIESE 09 PRenzio Aid

8/56

6

Caderno IESE 09 | 2011

Denitions and analytical ramework

In attempting to answer the questions above, the irst necessary
step is inevitably that o

detailing how the quality o budget institutions can be deined
and measured. Many havelamented, at dierent points in time, the
lack o a comprehensive theory o budgeting (Key,

1940; Schick, 1988). This is partly due to the act that scholars
have approached budgeting

rom very dierent theoretical perspectives, which have never been
properly integrated. The

public administration perspective, linked to theories o public
management, mostly looks at

aspects o planning, accounting and inter-organisational linkages
(Coe, 1989; Guthrie et al.,

2005). It sees the budget as an instrument to organise the way
in which public resources

are managed, and it deines budget institutions mostly in
relation to key budgetary princi-

ples (Sundelson, 1935). Thepublic inance perspective draws
theoretically rom the discipline

o public economics (Musgrave, 1959; Stiglitz, 1986). It sees the
budget as an instrument toachieve iscal policy objectives such as
stimulating consumption, creating employment and

maintaining iscal balance, and it assesses budget institutions
on the basis o those policy ob-

jectives. Finally, the political economyperspective draws on the
insights o new institutional

economics (North, 1990; Campos and Pradhan, 1996) and, to a
lesser degree, o iscal socio-

logy (Schumpeter, [1918] 1991; Moore, 2004). It looks at the
constellation o actors, interests

and incentives involved in the budget process, and it sees the
budget as an instrument to

reconcile competing interests over the use o public
resources.

The need to bring together principles, policies and processes in
order to come to a better un-

derstanding o budget institutions was strongly put orward by
Schick (1998). He highlighted

how even when a government adheres to accepted budget
principles, it may ail to obtain opti-

mal iscal outcomes, and that to achieve its preerred outcomes, a
government [] must create

an institutional ramework that enhances the probability that
actual outcomes will conorm to

proessed targets (1998: 2). It is thereore at the interace
between principles, policies and pro-

cesses that the quality and strength o budget institutions needs
to be deined and tested.

Bringing together these dierent elements, I utilise a deinition
o the quality o budget

institutions that ocuses on three dimensions:

1. Transparency and comprehensiveness. This dimension looks at
the availability and

quality o budget inormation, rom the classiication system used
to organise bud-

get items to the coverage and clarity o budget documents.

2. Linking budgeting, planning and policy. This dimension looks
at the extent to which

the budget can be considered as a reliable policy instrument,
checking the extent

to which budgets are implemented as approved, and whether they
contain a policy

perspective beyond the annual cycle.

3. Control, oversight and accountability. This dimension looks
at what use is made oexisting budget inormation, and whether
adequate mechanisms are in place to gua-
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rantee the respect o existing rules and procedures, and to
promote overall accoun-

tability or the use o public resources.

This deinition partly draws on Caidens work on patterns o
budgeting, which aims to

identiy some key elements o budgeting which are the result o a
long and not entirely

continuous historical development in which dierent strands o
thought and practice inally

used into a generally accepted pattern (Caiden, 1978: 541). The
three dimensions represent,

in my view, the minimum common denominator o such generally
accepted pattern, and

they are related to three o the key unctions that government
budgets play, namely: (a) act

as a source o inormation on government activities and inances;
(b) translate government

policy objectives into the allocation o resources and into
concrete actions; and (c) provide

a system to keep government accountable or its actions4. In this
sense, they are universally

relevant. Furthermore, the three dimensions are broadly
consistent with long-established

budgetary principles, and are compatible with dierent
organisational practices and policy

objectives. Additionally, as I will show below, they are
amenable to operationalisation and

measurement.

The second undamental step is that o identiying some o the key
actors, both domestic

and external, that may aect the dynamics and results o processes
o institutional reorm,

including budget reorms. Drawing on dierent strands o research
looking at the politi-

cal economy o reorms in developing countries, these actors are
summarised in Figure

1. On the domestic side, the idea is to go beyond explanations o
reorm ailure based on

a poorly speciied lack o political will (Grindle and Thomas,
1991; World Bank, 2008). Re-

levant actors include economic and political stability,
technical capacity and the level ogovernment leadership and
commitment to reorms. On the external side, I look at the

various ways in which international agencies can inluence reorm
eorts5 and at some

o the contradictions o donor interventions, linked or example to
the choice o aid mo-

dalities. Some reorm-speciic characteristics also need to be
taken into account, such as

their timing, complexity and likelihood to generate opposition
to their introduction and

implementation6.

4 The three dimensions are also consistent with the work carried
out by a consortium o internationalagencies to ormulate a common
ramework to assess the quality o budget systems across
countries(PEFA, 2005).

5 According to the World Bank, these include: (a) providing
technical advice; (b) bringing cross-countryexperience to bear; (c)
providing nancial assistance; and (d) imposing conditionalities
linked to theadoption and outcomes o reorm (World Bank, 1997:
14-15).

6 These actors result rom an extensive review o the literature
on the political economy o policy reorms(Grindle and Thomas, 1991;
Nelson, 1990; Haggard and Kaumann, 1992; Bates and Krueger, 1993;
Wil-liamson, 1994; Haggard, 2000); on oreign aids inuence on
institutions and their reorm (Mosley et al.,1991; Brautigam, 2000;
Brautigam and Knack, 2004; Devarajan et al., 2001; Knack and
Rahman, 2007);on so-called second generation governance reorms
(Burki and Perry, 1998; Geddes, 1994; Heredia andSchneider, 2003;
Goetz, 2007; Robinson, 2007); and o budget reorms more in
particular (Andrews andTurkewitz, 2005; Rakner et al., 2004; World
Bank 2008).
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In the rest o this paper I attempt to track and explain changes
in the quality o budget ins-

titutions in Mozambique over the period rom 1997 to 2007,
looking at the broad trajectory

o budget reorms and at donor interventions in support o such
reorms. I also provide a

more in-depth account o speciic reorm areas linked to the three
dimensions o the qua-

lity o budget institutions mentioned above, namely (a) budget
classiication systems; (b)

the adoption o the Medium Term Expenditure Framework (MTEF); and
(c) the introduction

o an IT-based Integrated Financial Management Inormation System
(IFMIS).

Budget reorms in Mozambique: unclear trends and

contradictory eorts

Unclear trends in the quality o budget institutions

Based on previous research (de Renzio, 2008), Table 1 brings
together scores or dierent

indicators related to the quality o budget institutions, grouped
under the three dimen-

DOMESTICFACTORS

- Economic andpolitical stability

- Technical capacity

- Leadership and

commitment

- Political/ bureau-

cratic fusion

- Informal institutions

Design

BUDGET REFORMS

Implementation

REFORM-SPECIFIC FACTORS

- Timing, sequencing andexibility

- Reform complexity

- Overcoming opposition

Changes in the quality of budget institutions

Transparency and Comprehensiveness

Budgets, planning and policy

Control, Oversight and Accountability

EXTERNAL FACTORS

- Promotion of bestpractice reforms

- Conditionality and

policy dialogue

- Technical assistance

- Aid modalities and

fragmentation

Figure 1. Factors aecting budget reorm outcomes
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sions o transparency and comprehensiveness, linking budgets,
policies and plans and

control, oversight and accountability identiied above. For 2001
and 2004, scores were

taken rom the assessments carried out under the Highly Indebted
Poor Country (HIPC) ini-

tiative (IDA/IMF, 2003). For 2005 and 2007, they were derived
rom a detailed analysis o the

inormation included in two more recent assessments done using
the Public Expenditureand Financial Accountability (PEFA)
methodology (PEFA, 2005)7.

Table 1. Indicators o the quality o budget institutions in
Mozambique, 2001-2007

HIPC indicator 2001 2004 2005 2007 Var.

Transparency &Comprehensiveness

1. Budget coverage 2 3 3 3 +

2. Unreported extra-budgetary sources 1 1 2 2 +

4. Inclusion o donor unds 2 2 2 2 =

5. Budget classication 2 1 1 1 -

Sub-total 7 7 8 8 +

Budget-PolicyLinkages

3. Budget reliability 2 2 3 2 + -

7. Integration o medium-termorecasts

2 2 2 2 =

10. Tracking surveys are in use 1 1 1 1 =

Sub-total 5 5 6 5 + -

Control & Oversight

8. Evidence o arrears 3 3 3 3 =

9. Eectiveness o internal control system 3 2 2 2 -

11. Quality o scal inormation 2 1 1 1 -

15. Timeliness o audited nancialinormation

1 1 2 2 +

Sub-total 9 7 8 8 - +

TOTAL 21 19 22 21 - +

Sources: IDA/IMF (2001); IDA/IMF (2004); Lawson et al. (2006);
Lawson et al. (2008); author calculations.

Note: The number o each indicator corresponds to that in the
original HIPC methodology. Score conversions

based on de Renzio and Dorotinsky (2007).

As can be seen, overall changes in the quality o budget
institutions in Mozambique show

an unclear trend over the period 2001 to 2007, with some
worsening o indicators between

2001 and 2004, ollowed by an improvement in all dimensions,
except or a more recent de-

cline in budget reliability. Improvements in the quality o
available budget inormation were

7 For urther details on the underlying method used or
calculating scores, see de Renzio and Dorotinsky(2007) and de
Renzio (2008).
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oset by unclear trends or budget-policy linkages and control and
oversight arrangements

and perormance. The overall score also luctuated without a clear
positive or negative trend.

More speciically, improvements in the quality o budget
inormation were driven by better

coverage o overall government operations, and a reduction in
extra-budgetary unding (al-

though this is by its very nature very diicult to gauge). Budget
reliability (in terms o keepingoutturn close to original budget
projections) has been quite good although variable, rende-

ring the budget a useul policy instrument despite the lack o
clear progress on medium-term

rameworks and expenditure tracking. And inally, improvements in
oversight have been

only partly oset by a continued problem with internal
controls8.

Some o these trends, however, need to be interpreted with a bit
o caution. First o all, as I will

show urther below, ocusing exclusively on the 2001-2007 period
might give a misleading

picture o the overall evolution o the quality o budget
institutions in Mozambique, as it does

not take into account some important reorms that were introduced
beore 2001. Furthermo-

re, HIPC indicators cover a limited number o budget reorm areas,
and thereore might not

give a ull account o budget reorm outcomes. The latest PEFA
assessment (Lawson et al.,

2008) includes a comparison o the results in 2005 and 2007, and
inds some improvements

in the areas o revenue collection and management, cash
management and payroll, procu-

rement and internal controls that are not or are only partly
covered by the HIPC indicators. In

order to come to a uller and more precise picture, it is
thereore necessary to complement

this initial analysis with a more detailed account o how budget
reorms unolded in Mozam-

bique, and how donor agencies intervened to promote (or prevent)
them.

Contradictory eorts by government and donors

Mozambique is widely considered as a successul case o transition
rom civil conlict to

peace, rom autocratic to democratic rule, and rom planned to
market economy. Ater

independence in 1975, Frelimo (Frente para a Libertao de
Moambique, the liberation

movement turned government party) opted or a socialist model,
nationalising most eco-

nomic activities and extending its political organisation and
mobilisation all the way to

the grassroots level. Much o its eorts were hampered by a civil
war waged by Renamo(Resistncia Nacional Moambicana) irst with
support rom Ian Smiths Rhodesia and then

rom South Aricas apartheid regime. The mid-80s brought about a
series o radical chan-

ges. A deepening economic downturn, the waning o support rom the
Soviet Bloc and a

change in Frelimo leadership ater Samora Machels death in 1986
led the Mozambican

government to seek the help o the Bretton Woods institutions,
and to sign up or an Eco-

nomic Recovery Programme (ERP) in 1986/7 that kick-started a
period o intense structural

8 The worsening scores or indicators 5, 9 and 11 between 2001
and 2004 are, in act, difcult to justiybased on existing evidence.
A discussion o changes in the assessment methodology in the Board
papersummarising results or all HIPC countries covered (IDA/IMF,
2005) does not shed any urther light onthe possible reasons or the
dierent scores.
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reorms. In the ollowing years, parallel shits in the domestic
and international political

arenas brought about the end o the civil war, through a peace
accord signed in Rome in

1992, and the introduction o a new Constitution in 1990 that
paved the way or the irst

multi-party elections, held in 1994.

The early reorm period, rom the late 1980s to the mid-1990s,
mostly ocused on macroeco-

nomic stabilisation and on structural reorms aimed at curbing
the states role in the economy

through privatisation and liberalisation measures. So-called
second generation reorms, in-

cluding civil service reorm, decentralisation and reorms in
public inancial management,

were mostly introduced in a subsequent (although overlapping)
phase. Some o the initial

budget reorms that have been implemented in Mozambique were
spurred by a Public Ex-

penditure Review carried out by the World Bank during the early
stages o the ERP, in 1989.

The review highlighted key areas where improvements were needed
to ensure that public

investment could be directed towards post-war reconstruction
eorts. Given the large incre-

ases in oreign aid lows coming into the country, there was a
need to reconcile overall iscal

discipline with reallocation o resources to priority areas. For
this purpose, a series o reorms

were introduced, including setting overall limits or public
expenditure, regulating the dis-

tribution o resources between recurrent and investment spending
as well as across sectors,

and implementing (rom 1990 onwards) rolling three-year public
investment programmes,

as a way o introducing a medium-term perspective into resource
allocation, both within and

across sectors (Wuyts, 1996; Fozzard, 2002). In an attempt to
consolidate some o these re-

orms, and bring responsibility or both investment and recurrent
expenditure programming

under a single roo, the Ministry o Finance and the National
Planning Commission were uni-

ied under a single new Ministry just ater the 1994 irst
multi-party elections.

During this early period, the two main donor agencies providing
assistance to the govern-

ment or budget reorms were the World Bank and the Government o
Sweden9. The World

Banks Economic and Financial Management Project disbursed a
total o US$21.7m over

the period rom 1990 to 1997, to support the Ministry o Finance
and the Bank o Mo-

zambique. In the inance ministry, assistance was provided to
improve economic policy

ormulation, capital budgeting and accounting capacity. The
Swedish government started

supporting the Budget and the Public Accounting Directorates in
the Ministry o Finance

in the late 1980s through the State Financial Management Project
(SFMP), providing tech-nical assistance and training in a number o
areas, mostly linked to the improvement and

inormatisation o budget ormulation, execution and reporting.
Over the period 1988 to

1998, the project spent about US$10m. Ex-post evaluations o
these two projects provide

unclear evidence o impact (World Bank, 1998b; SIDA, 2004). In
particular, the SFMP eva-

luation notes that progress was particularly slow during the
irst years o the period under

review (1994-1997), that oten the ocus was on processes rather
than outcomes, and that

government ownership and commitment varied over time (SIDA,
2004).

9 The United Nations Development Programme also assisted the
Ministry o Finance, with support to thetune o US$ 2 million per
year (Fozzard, 2002: 36), but I could nd no urther details on this
project.
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A second review o the system or managing public expenditure was
carried out in 1995/6, always

by the World Bank. In this case, according to Fozzard, the
Fiscal Management Reviewstressed the

importance o an appropriate institutional and legal ramework or
public expenditure management

and the need or co-ordinated reorms to address weaknesses
identiied throughout the [budget] sys-

tem (Fozzard, 2002: 28). In particular, much o the legal basis
or public budgeting and accountingdated back to the late 19th or
the early 20th century, and was thereore based on obsolete and

arcane rules and procedures, which were oten ignored. The Fiscal
Management Review laid out a

reorm approach with three objectives. The irst was that o
creating a transparent, comprehensive

and uniied budget system. The second objective was that o
improving iscal management capa-

city to attain Governments development objectives through the
development o a Medium-Term

Expenditure Framework that improved allocation o public
resources. Under the third objective,

unit costs o public expenditure outputs (such as children
educated, babies vaccinated, etc) would

be assessed to enable the identiication o key ineiciencies
(World Bank, 2000).

The Government responded by pulling together an Expenditure
Management Reorm

Strategy, and by drating a Budget Framework Law (Lei de
Enquadramento Oramental),

which was approved by Parliament in 1997 and ollowed by
complementary regulations.

The main measures included in the 1997 reorms were (Sulemane,
2006: 6-7):

a) The introduction o a new budget classication system
(including administrative,

economic, unctional and territorial classiers);

b) The integration o investment and recurrent budgets;

c) The introduction o a Medium Term Fiscal Framework (CFMP,
Cenrio Fiscal de Mdio Prazo);

d) Improvements in budget preparation, accounting and reporting,
developing IT-

based solutions or both unctions that were to gradually replace
manual procedures;

e) Improvements in budget coverage, by incorporating items that
were previously kept

o-budget;

) Improvements in debt management.

In many ways, the implementation o the reorm measures included
in the 1997 legislationtransormed budgeting practices in
Mozambique, and put them on a more solid basis.

The content and detail o the annual budget documents was
restructured, increasing its

transparency and coverage, and clariying institutional
responsibilities; mechanisms were

established or the production o year-end accounts reporting on
executed expenditure

that could be subject to external audit (the rst ones were
produced or 1998, and the

audit report released in 2000); and new procedures or
medium-term orecasting o public

expenditure were introduced (the rst CFMP was produced in
1998).

Towards the end o the 1990s, during the implementation o this
rst wave o reorms,more donor agencies became involved in supporting
budget reorms, in parallel with the

provision o debt relie linked to Mozambiques access into the
HIPC Initiative, and with
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the agreement in 1999 by six like-minded donor agencies10 to
start providing general

budget support to the government, through what was called the
Joint Donor Programme

or Macro-Financial Support. Sweden continued its support through
the SFMP, though

ocusing more exclusively on the Public Accounting Directorate.
The UKs DFID started the

FoPoS (Fortalecimento da Planicao e Oramentao Sectoriais,
Strengthening o SectoralPlanning and Budgeting) project in 1998 in
collaboration with the Budget Directorate,

supporting in particular the design and implementation o a
medium-term scal ramework

and a better integration o sectoral plans and budgets. The
European Commission provided

technical assistance to the Ministry o Finances Treasury
Directorate, while the World Bank

approved in 2000 the Economic Management and Private Sector
Operation (EMPSO), one

o whose main objectives was that o supporting the implementation
o actions identied

by Mozambiques Poverty Reduction Strategy Paper (the Plano de
Aco para a Reduo da

Pobreza Absoluta, or PARPA) in the area o public nancial
management.

Most o these interventions were based on an inormal division o
labour, with limited

coordination. A Budget Working Group made up o the our main
donors providing budget

support plus the World Bank started putting pressure on the
government to improve

budgeting systems, but their demands were quite basic, and not
tied to strict conditionalities11.

Another weakness o such a ragmented approach was the lack o a
clear government-owned

budget reorm programme. This is highlighted in a DFID
evaluation, which states that:

The reorm o planning and budgetary processes in Mozambique,
which orms the core

objective or the FoPOS continues to suer rom the lack o a well
articulated reormplan which has the command o key stakeholders
[within government]. As a result the

FoPOS project has, over its duration, not been able to eectively
support a reorm pro-

cess (DFID, 2006: 236).

A series o urther donor assessments carried out in 2001, such as
a new Public Expendi-

ture Management Review (World Bank, 2001) and a Fiscal
Transparency ROSC (IMF, 2002),

highlighted a series o gaps in the reorm agenda, urging the
government to ill them with

additional reorm measures. Some o the identiied gaps included
the need or improved

rules and procedures or accounting and cash management, the lack
o perormance in-

ormation that could link spending plans to development
objectives, the unclear status o

planning tools such as the CFMP and the need to upgrade the
control and audit unctions

(Fozzard, 2002).

Many o these concerns were addressed in a new piece o
legislation that was approved in 2002,

the State Financial Management Law (Lei da Administrao
Financeira do Estado) and its subse-

quent regulations, which were all drated with substantial inputs
rom the International Mone-

10 This original group included Sweden, Denmark, Norway,
Switzerland, the UK and the Netherlands.

11 Interview with donor ofcial, 23 October 2009.
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tary Fund. The new law created the SISTAFE (Sistema da
Administrao Financeira do Estado), a

comprehensive public inancial management system with broader
objectives than those set

out in the budget ramework law o 1997, rom the establishment o
an Integrated Financial

Management Inormation System (IFMIS) and o a single treasury
account, to the introduction

o programme classiiers as means o linking policies and
expenditures. Applicable to all stateagencies and institutions, the
SISTAFE established and harmonised rules and procedures in re-

lation to the programming, management, execution and control o
public resources. Following

the principles included in the law, the introduction o
e-SISTAFE, a sophisticated IT-based IFMIS,

has dominated the budget reorm agenda rom 2004 onwards even i
other reorm areas have

also witnessed important advances, such as revenue
administration and external audit. The

government also created a technical unit (UTRAFE, Unidade Tcnica
para a Reorma da Admi-

nistrao Financeira do Estado) in 2001 to coordinate and oversee
the process o reorming the

budget management system.

In the years between 2001 and 2004 things changed quite
drastically in the way in whi-

ch donors supported the reorms, too. The creation o UTRAFE in
2001 ollowed a model

sponsored by the World Bank and the IMF in various other
countries. The idea was to set

up an entity, separate rom but subordinated to the Ministry o
Finance, that would ensure

better coordination and integration o the various strands o
budget reorm taking pla-

ce. In 2002, while the SISTAFE-related legislation was being
drated and approved, the go-

vernment suggested that the various technical assistance
projects supported by dierent

donors and scattered across the various Directorates and
Ministries be brought together

under UTRAFEs coordination. UTRAFEs Management Plan, approved in
2002, included the

creation o a Common Fund to channel donor support, and the
creation o a Coordination

Committee including the various contributing donors (UTRAFE,
2002; Warren-Rodriguez,

2008). Six donor agencies (Belgium, Denmark, the EC, Norway,
Sweden and the UK) olded

up their bilateral technical assistance projects and started
providing direct support to the

UTRAFE Common Fund. The World Bank also contributed, but
indirectly via its Public Sector

Reorm project, while the IMF became the lead agency on the donor
side, by providing the

bulk o the initial technical inputs or the design o
SISTAFE.12

These changes in the mechanisms o coordinating technical
assistance in support o bud-

get reorms went in parallel with a redesign o the wider
relationship between the govern-ment and donors providing direct
support to the budget. In 2001 the government appro-

ved its irst PARPA (Plano de Aco para a Reduo da Pobreza
Absoluta), a comprehensive

plan to reduce absolute poverty, and more donors became
increasingly willing to channel

aid resources through the government budget in support o such a
plan. At the same time,

concerns about governance and corruption brought donors to try
and negotiate a stricter

set o rules or policy dialogue and conditionality. These
concerns were mostly linked to

12 In more recent years, the Common Fund approach has spread to
other areas related to budget reorms,with unds being set up in
support o revenue administration reorms and o the external auditing
unc-tion. Support to planning and budget elaboration, on the other
hand, has remained somewhat rag-mented (Ulens, 2006).
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the assassinations o a journalist, Carlos Cardoso, in 2000, and
o the head o banking su-

pervision at the central bank in 2001, Antnio Siba-Siba
Macuacua, who were investigating

a series o loans that two privatised banks gave to senior
Frelimo party members and that

were never repaid, creating a large hole in the budget that had
to be partly illed with aid

unds. These lengthy negotiations led to the signature o a
Memorandum o Understan-ding in 2004, signed between the government
and a group o 15 Programme Aid Partners

that agreed to give more predictable budget support to the
Treasury in exchange or go-

vernment compliance with some basic governance principles and
with a detailed set o

indicators summarised in a Perormance Assessment Framework
(PAF), that became the o-

cus o annual and semi-annual joint reviews, in a process widely
held as international best

practice, but also criticised or its burdensome nature and or
the degree o penetration

it gave donors into the core o the policy-making process (de
Renzio and Hanlon, 2009).

Since the irst joint review in 2005, the annual PAFs have always
included speciic indicators

that are linked to budget reorms. The main areas covered have
not changed signiicantly

over time. They include some aggregate indicators o budget
outcomes (spending directed

to PARPA priority sectors, overall budget turnout, revenue as %
o GDP), some indicators

on the gradual implementation o SISTAFE across government, some
indicators on impro-

vements in the coverage o internal and external auditing, and
some related to reorms in

procurement and revenue administration (the total number o
indicators oscillates around

10). Such ocus on speciic budget reorm measures and their
outcomes, alongside the

creation o a dedicated Budget Working Group composed o
government and donor repre-

sentatives as part o the joint review process, has certainly
marked a step change in the dia-

logue between donors and government. Interviewed government
oicials have said that

since 2004 they elt both an improvement in the quality and
coherence o the dialogue,

but also an increased pressure due to the constant monitoring o
the PAF indicators, and a

certain rigidity in the interpretation o the indicators
themselves, which in some cases has

hampered rather than helped the implementation o budget
reorms13.

These attempts at better coordination and integration, however,
have oten run parallel to

sector-speciic support, both in the orm o so-called Sector-Wide
Approaches (SWAPs) or

sector budget support, and o technical assistance aimed at
improving public inancial ma-

nagement systems within a speciic sector. Since the mid-1990s,
the main sectors in Mozam-bique, including health, education,
agriculture and inrastructure, have received substantial

amounts o these kinds o assistance. Planning, budgeting and
reporting mechanisms were

oten set up that were not synchronised or compatible with
similar mechanisms in place at

central level, or designed without taking into account ongoing
central reorm eorts14.

In summary, budget reorms in Mozambique (summarised in Table 2
alongside other im-

portant events) show a certain mismatch between initiatives
undertaken, both by gover-

nment and by donors, and results achieved. While the data in
Table 1 may underestimate

13 See the MTEF section below.14 See de Renzio and Sulemane
(2007), and Kizilbash Agha and Williamson (2008).
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Mozambiques achievements, much o the evidence shows that despite
at least two major

new laws (in 1997 and 2002) that revolutionised the legislative
ramework or budgeting,

and a host o other reorm measures, rom the introduction o the
CFMP to that o e-SIS-

TAFE, improvements in the quality o budget institutions have
been limited. This, in the

ace o a donor investment in technical assistance probably
exceeding US$ 100 million15

.Eorts by both government and donors were at best contradictory.
On the government

side, limited leadership and commitment meant that reorms were
mostly adopted as a

consequence o donor pressure, but oten not adequately ollowed
through. On the donor

side, large amounts o technical assistance and an increasingly
sophisticated structure or

policy dialogue were undermined by a multiplicity o ragmented
interventions, that made

reorm implementation more diicult. More detail on these dynamics
are provided in the

ollowing section, that takes a more in-depth look at three
speciic reorm areas.

Table 2. Budget reorms and other important events in Mozambique,
1997-2007

Year Budget reorms Other important events

1997 Approval o Budget Framework Law

1998Introduction o Medium Term FiscalFramework

1999General elections (Chissano is re-elected
president)Beginning o budget support programme

2000 Production o rst audit report on 1998government
accounts

Floods

Assassination o journalist CardosoBanking raud scandal

2001 Creation o UTRAFE Approval o PARPA (PRSP)

2002 Approval o SISTAFE Law

2003 Establishment o e-SISTAFE (IFMIS) Creation o UTRAFE Common
Fund

2004General elections (Guebuza becomes president)Signature o MoU
or budget support programme

2005

2006 Approval o PARPA II (PRSP)

2007 Introduction o programme budgets

15 It is difcult to come to a clear overall gure or technical
assistance in the area o public nancialmanagement or the decade rom
1997 to 2007. Swedish support to the Ministry o Finance
totalledabout $12m (SIDA, 2004), while support to internal and
external audit unctions totalled about $14m(ODAMoz database). World
Bank support through the EMRO and EMPSO programmes between 1998and
2004 is likely to have provided at least US$10m in support, while
up to the end o 2007, UTRAFE hadspent around $60m rom its Common
Fund nanced by several donor agencies (UTRAFE, 2009). Reliablegures
or other programmes, including those nanced by DFID, the IMF, the
European Commissionand UNDP and not channelled through the UTRAFE
Common Fund, were not available in any sufcientlevel o detail.
Overall, thereore, total external support to budget reorms over the
past decade or socan be put at above $100m, which excludes support
to reorms related to revenue administration.
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Delving deeper into three specic reorm areas

Budget reorms is a label that includes a number o quite dierent
areas. While the previous

section looked at the broad trajectory o budget reorms in
Mozambique, in this section Iuse three speciic budget reorm areas
as units o analysis, selected to represent the various

dimensions o the quality o budget institutions. For transparency
and comprehensive-

ness, I looked more speciically at reorms in budget
classiication systems. As ar as linking

budgets, policies and plans is concerned, I ocused on the
adoption o a Medium Term

Expenditure Framework (MTEF), while the introduction o an
IT-based Integrated Financial

Management Inormation System (IFMIS) was the key initiative I
chose or the area o con-

trol, oversight and accountability. I will look at each in turn,
providing some background on

the reorm measures involved and looking at the key actors
explaining reorm outcomes.

Improving budget classication: the slow move beyond basics

Budget classiication systems are the language o public inance,
and one o the unda-

mental building blocks o a sound budget management system (IMF,
2009: 1). Coding and

classiying budget items allows or the interpretation and
analysis o what would other-

wise be a large amount o unspeciied numbers included in budget
books and reports.

The dierent levels and types o budget classiication provide
answers to the questions

such as on what?, by whom? and or what purpose? public resources
are being spent. In

this sense, the more detailed the budget classiication system
used, the more transparent

a budget will be, in terms o providing a comprehensive and useul
picture o government

operations.

Over the years, a set o common budget classiication standards
have been developed by

international institutions, led by the International Monetary
Fund who compiled a Govern-

ment Finance Statistics Manual (or GFSM, see IMF, 2001),
providing a benchmark or countries

pursuing reorms in budget classiication systems, and common
guidelines or producing

comparable international statistics on public inance matters.
Donors, including the IMF itsel,have been supporting governments in
introducing GFSM2001-compliant budget classiica-

tion systems across the developing world, with diering degrees o
success.

Until the mid-1990s, budget classiication in Mozambique was very
rudimentary, indicat-

ing simply which government institution unds were being given to
(administrative clas-

siication) and the main items o expenditure (economic
classiication). The purpose was

the simple prioritisation and control o broad spending
categories. The introduction o a re-

vised economic, administrative, unctional and territorial
classiication o expenditure and

revenues, ollowing international standards, was a key element o
the reorms introducedin 1997/8 and, according to Fozzard, the ocus
o much o the training activities undertaken
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by the Ministry o Planning and Finance during 1997 and 1998
(Fozzard, 2002: 32). The objec-

tive was to improve the transparency o public accounts, and to
provide a better basis or

analysing public spending, thereby improving both the allocation
o resources according

to priorities and strengthening expenditure controls. The most
problematic area in imple-

menting such new system related to unctional classiiers. In the
1998 decree regulatingtheir introduction, only 14 high-level
unctional classiiers were introduced (e.g. health,

education, inrastructure, economic activities) that identiied
broad sectors, preventing any

signiicant management and analysis o important sub-sectors, such
as primary education,

eeder roads or isheries.

According to the budget directorate, unctional classiication
based on international stand-

ards was never deemed appropriate by the government or its own
purposes16. Neverthe-

less, in 2001 the government introduced an additional set o
sub-unctional classiiers

based on UN COFOG (Classiication o the Functions o Government)
standards (Cabral and

Fernandes, 2003: 35; World Bank, 2001), bringing the total rom
14 to 25 classiiers. This

was mostly done to respond to donor pressure. As noted in the
2006 evaluation o general

budget support (Batley et al., 2006), a Joint Donor Review
carried out in 2001 related to

macro-inancial aid (the precursor to GBS) indicated the
implementation o the new budg-

et classiication as one o the key reorm areas or the government
to pursue. The World

Banks Public Expenditure Management Review o 2001 highlighted
how problems associ-

ated with the unctional classiication have long been a recurring
issue in the dialogue with

the government, and how the introduction o more detailed
classiiers was a decisive move to

improve donors conidence in the budget (World Bank, 2001:
45-6).

Further (and very substantive) changes came with the
introduction o SISTAFE and e-

SISTAFE, which was based on a much wider and more detailed set o
classiiers, including

all previously existing ones plus others related, or example, to
sources o unding, to par-

ticular spending programmes, and the possibility o creating
sector-speciic classiiers to

respond to the management needs o various areas o government,
and give them more

lexibility. One o the results o the gradual automation o the
system, with operators within

all ministries having to speciically choose how to classiy
various budget items both at

the ormulation and reporting stages, and input them into the
system, meant that budget

classiication was taken much more seriously than beore, as a
donor oicial claimed17. Thearea o programme budgeting, in
particular, has been the ocus o recent reorms, with the

Ministry o Finance leading eorts to introduce a government-wide
system o programme

classiiers that could link resources allocated and spent with an
indication o development

objectives and outcomes. This initiative was taken as a result o
the inclusion o programme

budgeting in the SISTAFE Law (Arts. 18-20).

It is interesting to see how, despite the various changes
introduced over the period be-

tween 1997 and 2007, the general situation in relation to the
use o budget classiication

16 Interview with senior nance ministry ofcial, 27 October
2009.17 Interview with donor ofcial, 1 November 2009.
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systems does not seem to have changed substantially18. The two
HIPC Assessments carried

out in 2001 and 2004 use very similar language in describing the
lack o proper imple-

mentation o unctional and programme classiiers to complement
administrative and eco-

nomic ones. The 2001 Public Expenditure Management Review
attributes this to the act

that ministries are only required to submit their expenditure
proposals and reports accord-ministries are only required to submit
their expenditure proposals and reports accord-ing to the economic
classiication. This means that the unctional classiication is
merely

derived rom the administrative one, losing any additional
signiicance and inormational

value (World Bank, 2001: 46).

The two PEFA Assessments carried out more recently repeat a
similar story. The 2006 report

states that:

The new system o budget classication introduced in 2003 uses the
standard COFOG

unctional classiers. [] However, in the budget documentation,
the unctional classi-cation is only presented or the 10 main COFOG
unctions. In the Conta Geral do Estado

[the year-end report], a ull breakdown by unction and
sub-unction is provided, but

with some inconsistencies which derive rom the act that it is
not the executing agen-

cies themselves but the DNCP, who determine (on an ex-post
basis) the attribution o

expenditure to sub-unctional classiers (Lawson et al., 2006:
21).

While the roll-out o the SISTAFE system should have at least
partly addressed this issue,

giving sectors the opportunity to introduce unctional classiiers
themselves, this in act ledto another problem. In many cases, when
sector operators introduce data in the e-SISTAFE

system, a large percentage o spending ends up alling under the
non-classiied sub-unc-

tional category, rendering sub-unctional classiication virtually
meaningless. While this

percentage varies, in some cases it can be as high as 80
percent19.

The 2008 report simply reports the lack o any signiicant
advances, and criticises the inten-

tion to introduce and utilise programme classiiers or being
over-ambitious (given the rush

to apply them government-wide) and inadequate (given that they
ended up relecting exis-

ting administrative divisions) at the same time. A similar view
was expressed by a consultantwho was involved in earlier attempts
to develop a system or the introduction o programme

classiiers, who stated that programme budgeting is not very
useul in the way in which it is

being done20. He claimed that little or no thought was being
given to what constituted a

programme and the objectives that could be achieved through
public spending in a certain

area, while all the ocus was being put into inding a supericial
link between the activities o

a certain government unit and an existing objective in the
governments existing 5-year plan.

18 This candid assessment was conrmed in interviews with two
senior nance ministry ofcials (27October and 15 November 2010).

19 Interview with senior nance ministry ofcial, 15 November
2010.20 Interview with independent consultant, 28 October 2009.
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strategic approach to sector planning and budgeting. The
introduction o so-called sec-

tionalclassiiers was seen as too little, too late by some
interviewees. In some sectors, the

existence o too many classiiers or each budget item is also seen
as a straight-jacket res-

tricting lexibility in budget execution, leading to some o the
distortions identiied above.

Finally, delays and slow progress on reorming and upgrading
budget classiication syste-

ms were also brought about by contradictory messages and
pressures coming rom donor

agencies. In particular, donors in Mozambique were never very
coherent in their dialogue

with government on whether a more detailed unctional
classiication was preerable to a

programme budgeting approach in promoting a more strategic
approach to budgeting

and links with results. Over the years, such lack o coherence
may have caused unneces-

sary delays and conusion within government circles, in terms o
how best to respond to

donor pressure, and in which directions to take ongoing reorm
eorts. For example, most

assessments, including the World Banks Public Expenditure
Management Review o 2001,

the 2001 and 2005 HIPC Assessments and subsequent 2006 PEFA
assessment only mention

the need to improve the use o unctional classiiers, despite the
governments insistence

on their inadequacy or the Mozambican context. On the other
hand, the 2002 IMF ROSC

already mentions the need to deine and monitor budget
programmes, and the 2004 joint

donor review highlights the introduction o programme budgeting
as an important issue

to be considered in order to better link the PARPA, the
medium-term iscal ramework and

the annual budget. Yet, once the government inally decided to go
ahead and implement

a programme budgeting approach in 2007, donors criticised the
initiative or being too

ambitious and rushed, claiming it should be done much more
slowly and cautiously25.

Introducing medium-term rameworks: Weak capacity or
weakcommitment?

The ailure to link policy, planning and budgeting, the World
Banks Public Expenditure Ma-

nagement Handbook claims, may be the single most important actor
contributing to poor

budgeting outcomes at the macro, strategic and operational
levels in developing countries

(World Bank, 1998a: 31). In the late 1990s, as a number o
developing countries were deve-loping comprehensive poverty
reduction plans linked to the HIPC debt cancellation initia-

tive, medium-term iscal or expenditure rameworks (MTEFs) came to
be seen as a way o

reconciling aggregate iscal discipline and public spending or
poverty reduction. By pro-

jecting revenue and expenditure orecasts over a period o three
to ive years, MTEFs were

seen as a tool to acilitate decision-making that could
contribute to both the maintenance

o macroeconomic equilibrium, by deining overall resource
constraints and thereore avoi-

ding excessive iscal deicits, and to the creation o better
linkages between the policies

25 Donor ofcials recognise some o these issues. In act, one o
them observed that government must bepuzzled by the lack o donor
enthusiasm or programme budgeting.
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and plans that governments were pursuing and the annual resource
allocation process,

ensuring that it relected the relative needs and priorities o
dierent sectors and areas o

government intervention.

The World Bank and the IMF pressed or and supported the
introduction o MTEFs in a large

number o countries, oten helped by technical assistance provided
by bilateral donors such

as the UKs DFID. As recounted in a World Bank paper reviewing
experience with MTEFs,

In the vast majority o cases [i.e. countries where an MTEF
exists] the World Bank was in-

volved in the decision to adopt and implement an MTEF, many o
which came about as

result o a public expenditure review. In act, the MTEF has
become a standard item in the

Banks public expenditure management (PEM) toolkit(Le Houerou and
Taliercio, 2002: 1).

In Mozambique, the introduction o an MTEF (or CFMP) was
suggested during the FiscalManagement Review carried out in 1995,
as a mechanism or improving the inter-sectoral

allocation o expenditures (Muggeridge, 1997), and included in
the governments Expen-

diture Management Reorm Strategy. The irst CFMP was introduced
in 1998, alongside a

string o other reorms linked to the Budget Framework Law.
Similar to what happened

with reorms related to budget classiication systems, over the
course o the ollowing de-

cade various assessments have recorded limited improvements in
the capacity o the CFMP

to improve the linkages between budgets, policies and plans as a
key dimension o the

quality o budget institutions.

Looking at the string o studies and evaluations carried out
since its introduction, some o

the main observations that appear regularly are:

a) The CFMP is not sufciently embedded in the budget process to
promote the desired

linkages between plans, policies and annual budgets;

b) The inormation contained in the CFMP is at too high an
aggregation level, turning it

more into a technical document and limiting its useulness as a
public expenditure

management tool;

c) CFMP documents are not published and do not have a legal
basis;

d) The coverage o the CFMP is limited, as it does not adequately
capture inormation on

all sectors, on investment spending, especially or its
externally-nanced component,

and on local governments;

e) Sector inputs into the CFMP are weak, with a consequent lack
o reliable orecasts, o

realistic sectoral strategies and o recurrent cost implications
o investment decisions;

) Government does not give the CFMP high priority26.

26 The 2001 PEMR quotes some high-level ofcials as saying that
the MTEF does not have much inuenceover the budget process because
it is not seen as credible (World Bank, 2001: 48).
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In reality, and despite the repetition o the points made above,
the history o the CFMP in

Mozambique saw some important shits and changes over time. The
irst attempts at deve-

loping multi-year expenditure projections in the health and
roads sectors date back to the

mid-1990s, leading the Ministry o Planning and Finance to
develop some overall expenditu-

re scenarios o inter-sectoral allocation, yet without any
consideration o inancial constraintson the revenue side. In 1997, a
more comprehensive approach was developed, placing the

CFMP as a central component o the ongoing reorm process (Cabral
and Fernandes, 2003:

22), linking considerations about macroeconomic balance to
resource allocation issues. The

irst CFMP was produced in May 1998, based on a general
equilibrium model o the Mozam-

bican economy to orecast available revenues, detailing spending
projections or ive prio-

rity sectors (roads, health, agriculture, water and education),
and including both recurrent

and investment expenditure, and domestic and external inancing.
While this irst version o

the CFMP remained an internal document, the ollowing year not
only sectors were involved

more deeply, but the resulting document was sent to the Economic
Council, a Cabinet sub--committee, in order to promote a political
discussion o iscal policy options.

A study later carried out by the Ministry o Planning and Finance
(Cabral and Fernandes,

2003) states that ater 1999, sector involvement gradually waned,
and the CFMP ocused

more and more on the macroeconomic ramework and on the setting o
aggregate iscal

limits, leaving aside issues linked to resource allocation and
expenditure programming.

This was in part due to the level o eort taken by the ormulation
o the PARPA in the

same period (2000/1), which helped urther deine priority areas
or government action,

but also to the rustration o sectors, who never saw their
proposals, discussed in the context

o the CFMP, concretised in the annual budget (Cabral and
Fernandes, 2003: 26). Moreover,

the study notes that rom 2001 onwards, the overall ocus o budget
reorms shits rom

planning and budgeting to inancial administration (SISTAFE),
causing the CFMP process

to lose steam and leading to a general discredit over the
practical utility o the instrument.

This, despite the act that the PARPA identiies the CFMP as the
main instrument or alloca-

ting resources to the various sectors, and that the 2002
regulations that ollow the approval

o the SISTAFE Law give the CFMP some sort o legal status27.

In 2003/4, there was an attempt to provide the CFMP process with
new impetus, also thanks

to technical assistance provided by the UKs DFID through it
FoPOS Project. In late 2003, aseminar was held and a new
methodology introduced to revitalise the process. This eort,

however, was short-lived, as in 2004 the holding o general
elections meant that medium-

-term planning issues did not receive much attention, and in
early 2005 the new government

headed by Armando Guebuza decided to separate the Ministry o
Planning and Finance in

two separate entities. Responsibility or the CFMP process was
given to the Ministry o Plan-

ning and Development, urther weakening its linkages with the
annual budget process.

27 Cabral and Fernandes (2003), however, note that the
regulations do not speciy the objectives andthe technical and
institutional characteristics o the MTEF, and thereore do not seem
to have had thedesired impact in the revitalisation o the
instrument (38).
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Despite the loss o a ew key technicians in 2006/7, in recent
years the CFMP has seen some

improvements, with renewed involvement by the sectors, an
extension o the process to

provincial governments, and the submission o the document to the
Council o Minis-

ters or discussion and approval. Some o these improvements can
be seen in the Budget

Working Group reports linked to the GBS Joint Review process. In
2006, the report statedthat there is not yet an elaborated Medium
Term Fiscal Framework (PAP, 2006: no page), whi-

le the 2007 one noted signiicant progress, including stronger
sector involvement. In 2008,

urther improvements were noted with regard to the timeliness and
comprehensiveness o

the CFMP, to the alignment o CFMP and annual budget allocations,
and to the substantive

discussions held at cabinet level28. For the two most recent
years, however, cabinet discus-

sions o the CFMP were delayed until September, at the time in
which the drat budget has

to be sent to Parliament, turning its approval into a mere
ormality rather than a substanti-

ve part o the planning and budgeting process.

This brie account o how an MTEF was introduced and o how it
developed over time in Mo-

zambique highlights two contradictory trends. The irst one
relates to the act that since 1998,

an MTEF has been produced on an annual basis without any
signiicant interruptions, broadly

ollowing a regular calendar that sees macroeconomic and sectoral
projections inalised by

May o each year, in time to provide a basis or budget
discussions. This points to a relatively

high degree o institutionalisation o this medium-term policy
instrument. The second one

sees the MTEF suering rom persistent problems that reduce its
useulness and signiicance,

despite its institutionalisation. How can such trends,
especially the second one, be explained?

A irst, undamental actor, once again, is technical capacity
within the government to un-dertake and successully complete the
complex tasks that an MTEF requires. Developing,

updating and correctly utilising a macroeconomic model and
ramework, developing com-

prehensive sector strategies that rely on credible costing o
uture plans and activities, and

presenting scenarios and trade-os or politicians to consider,
are all sophisticated activi-

ties that require advanced technical skills. A ormer consultant
in the Ministry o Finance

and Planning indicated how, due to capacity constraints, until
today MTEF submissions

rom sectors are neither strategic nor justiied, oten consisting
o tables with numbers

with no explanatory text. Over the years, technical assistance
provided by donors helped

address some o these capacity constraints. The World Bank and
DFID provided assistanceto the National Directorate or Planning and
Budgeting rom 1998 to 2004. In 2004, their

support was olded into the UTRAFE Common Fund, and partly
reduced also because o

the splitting o the ministry. Since 2006/7, and until the time o
my ieldwork, the Ministry

o Planning and Development has not received any speciic
assistance related to the MTEF,

and unctioned with a very small team.

A second important actor, quoted by many o the interviewees,
relates to the weak politi-

cal commitment to the CFMP as a policy instrument, in particular
or allocating available re-

28 These were linked to the impact o new policy measures such as
the civil service wage policy and a oodproduction plan.
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sources across sectors, with a view to pursuing strategic policy
priorities over the medium

term. A technician stated that the government is not interested
in the CFMP as a planning

tool29, as recent delays in its ormulation and approval
demonstrate. Another one spoke

about the act that political lobbies or the redistribution o
resources across sectors and

ministries continue long ater the CFMP is approved, showing the
scarce political commit-ment to the CFMP and its content30. The
same point was stressed by a senior oicial at the

Ministry o Finance, who blamed weak discipline in sticking to
policy decisions, and the

limited powers that the Ministry o Finance has vis--vis the
sectors31.

This last point is related to a third actor or the lack o
considerable progress in the quality

o budget institutions in the area o linking budgets, policies
and plans. The lack o eective

inter-institutional coordination, above and beyond the issue o
limited technical capacity,

hampered the quality and use o the CFMP as a planning tool. The
separation, in 2005, o the

planning and budgeting unctions in two separate ministries
certainly created a gap that has

not been illed until today, as many observers have noted. While
initially ormer colleagues in

the two new ministries had less trouble working together and
coordinating eorts, an oi-

cial observed, as people change, institutional conlicts become
stronger, and coordination

suers. Moreover, the poor quality o sector submissions is
matched by the lack o a serious

challenge unction within the central agencies. This has made
sectors eel that their propo-

sals are not taken very seriously, negatively aecting their eort
and motivation.

A ourth and inal actor that seems to have inluenced the ortunes
o the CFMP has to do,

as or previous areas, with various aspects o donor behaviour. As
seen above, or example,

the role o the World Bank was undamental in pushing or the
introduction o the CFMP in1997/8 and, alongside DFID, in providing
technical assistance or its early implementation.

The subsequent decline in donor support in this area, some
interviewees observed, might

have aected the quality and outcome o the CFMP process. Donors
lack o capacity to

provide credible medium-term estimates o their support to
various areas o government

intervention is another contradictory aspect o donor behaviour
that was mentioned by

various people. This is particularly puzzling: on one hand,
donors insist on government

putting together three-year spending projections, while on the
other they are not able to

do that themselves. Moreover, since the introduction o the GBS
MoU, the CFMP has not

received much attention in the indicator matrix known as the PAF
(Perormance Assess-ment Framework). By some, this has been
interpreted as a sign o scarce donor interest and

pressure over the CFMP, with a consequent lower priority
attached to it by government.

The recent introduction o an indicator that looks at the
congruence between igures in

the CFMP and in the annual budget, on the other hand, has been
criticised or providing

government with the wrong kind o incentives, ocusing on matching
igures rather than

improving the quality o the process.

29 Interview with planning ministry ofcial, 4 November 2009.30
Interview with planning ministry ofcial, 4 November 2009.31
Interview with senior nance ministry ofcial, 1 November 2009.
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Automating budget management systems: E-SISTAFE, themother o all
reorms

The automation and inormatisation o budget management, rom
ormulation to executionand reporting, has come to be seen as a
necessary step in modernising the management o

public inances across the world. International institutions
supporting budget reorms have

made the introduction o Integrated Financial Management
Inormation Systems (IFMIS) a

normal component o packages o budget reorms promoted across the
developing world

(Diamond, 2002; Allen, 2009). This is meant to address many o
the weaknesses o manual

and outdated expenditure tracking and accounting systems,
leading to mismanagement,

overspending, and the build up o expenditure arrears that could
undermine overall iscal

stability. With the spread o basic inormation technology
inrastructure across the develo-

ping world, the introduction o an IFMIS came to be seen as an
opportunity or poor countrygovernments to leaprog intermediate
stages o development (Wynne, 2005: 17), improving

the transparency, integrity and eiciency o public inancial
management.

The beneits o an IFMIS, an IMF document states, could be argued
to be proound (Dia-

mond and Khemani, 2005: 3), and include: (a) prompt and eicient
access to inancial data;

(b) strengthened inancial controls during each stage o budget
execution; and (c) impro-

ved eiciency and eectiveness o government inancial management.
Moreover, an IFMIS

can come in many dierent shapes and guises. Its core components
(Diamond and Khema-

ni, 2005; Dorotinsky, 2003) include a general budgetary
accounting system or recording

both revenue and expenditure items in government operations, to
have an overall picture

o government accounts at any moment in time, and produce
inancial reports. Additional

modules can include budget ormulation, payroll, procurement and
asset management.

The World Bank has been at the oreront o supporting the adoption
o IFMIS across the

developing world. A 2003 review (Dorotinsky, 2003) looked at 34
projects in 27 countries

across six regions, indicating that the Bank had already
invested more than US$ 1 billion

over 17 years on the introduction o IFMIS. The complexity o such
operations was highli-

ghted by the inding that on average, IFMIS projects took seven
years to complete, and

had a cost o US$ 12.3 million. Furthermore, only 21 percent o
all projects were deemed

successul in terms o delivery, and one quarter o them were
judged to be unsustainable.

Eorts to introduce automated budget management systems in
Mozambique had already

started by the mid-1990s, with support rom Sweden and the World
Bank. A system called

SISOR was installed in the National Directorate or Planning and
Budgeting (DNPO) to

acilitate budget ormulation, while another one called Folha 17
was introduced to help

with recording expenditures during budget execution in the
National Directorate or Pu-

blic Accounting (DNCP). With these two systems in place, ater
the approval o the Budget

Framework Law, the Ministry o Finance was able to start
producing budget proposals and

budget execution reports according to the new legal
dispositions. In particular, the irst seto State Accounts (Conta
Geral do Estado) since independence, reporting on all spending
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executed in 1998, was produced in 1999, and sent to the
Administrative Court (Tribunal Ad-

ministrativo) or auditing. The reporting system was based on
pre-designed spreadsheets

that were illed in by sectors and provinces, sent to the
Ministry o Finance on loppy disks,

and compiled by the DNCP.

The ollowing years saw an increasing debate on what model to
ollow to upgrade the existing

system. While there was consensus that the 1997 Law had let
considerable gaps in terms o

how to structure and regulate broader inancial administration
issues, views on how to design

and implement a new system diverged. On one side, ongoing
Swedish technical assistance,

by then a trusted partner within the Ministry o Finance, called
or a gradual and incremental

approach, building on existing systems and practices. Such view
was relected in the World

Banks 2001 PEMR which, despite criticising the weaknesses o the
existing system, called or

extreme caution in implementing a new, sophisticated IFMIS, as
experience showed that this

was a very demanding exercise and experience, which needed a
gradualist approach and requi-

red some important preliminary steps (World Bank, 2001: 77). On
the other side other actors,

and the IMF in particular, were pushing or a comprehensive and
advanced solution that would

overhaul the system as a whole. The approval o the SISTAFE Law,
the creation o UTRAFE, do-

nor interest in consolidating technical assistance, and heavy
IMF pressure on the Ministry o

Finance all contributed to opting or the comprehensive overhaul,
which was sanctioned by

the Government in October 2002. UTRAFE shited its unctions rom
reorm coordination to

reorm implementation unit, housing a large Brazilian technical
assistance team, paid or by

UTRAFE donors and coordinated by the IMF, or setting up a
custom-built IFMIS inspired by its

Brazilian homologue, with dedicated data processing hardware to
be acquired or the purpose.

Since the approval o the SISTAFE conceptual model in late 2002,
and the launching o the

e-SISTAFE (the name o the actual IFMIS) project, UTRAFE has
become the predominant

government actor as ar as budget reorms are concerned, with an
impressive budget that

by 2008 totalled more than US$70m in spending (see Table 3
below). The ocus o reorms,

relected in the discussions held in the annual Joint Reviews,
has become the gradual im-

plementation and roll-out o e-SISTAFE across government.

Table 3. Cumulative expenditure by UTRAFE (2004-2008)

2004a 2005a 2006b 2007b 2008a

US$ 13.7m 27.2m ~40m ~60m 73.5m

a) Data rom UTRAFE Annual Reports (www.utrae.gov.mz)

b) Data rom 2009 QAG Report (Cavanagh and Gustasson, 2009)

Many interviewees asked the question o what has been achieved
with the large amounts o

money spent on this Rolls Royce o inancial management systems32.
Some results are clear,

32 Interview with donor ofcial, 23 October 2009.
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and have been indicated by both government and donor oicials.
They include: (a) the cre-

ation o the Single Treasury Account (CUT) in place o the
plethora o pre-existing bank ac-

counts, acilitating and tightening control over public spending,
and reducing ineiciencies;

(b) the improved timeliness o budget execution reports, as
inormation is readily compiled

by the system; (c) a reduction in cash transactions through
direct execution, where paymentsare made straight rom the CUT to
the bank account o the service provider, thereore limiting

the space or raud and mismanagement; and (d) improved routines
and a more rigorous

application o existing rules, given the checks that are built
into the system.

The 2009 report rom the SISTAFE Quality Assurance Group, a team
o international experts

that carry out periodic assessments o reorm implementation,
provides some useul num-

bers to complement the considerations above (Cavanagh and
Gustasson, 2009: Table 4).

Use o the Single Treasury Account can be considered a success,
having achieved coverage

o 80% or more o all receipts and payments, even though this
includes 100% o domestic

spending and only 30% o donor-unded expenditure. Roll-out to
government entities co-

vers all national-level ministries, all provinces and 50 out o
128 districts, but still needs to

be extended to more than 400 other government entities,
including autonomous institu-

tions, public enterprises, municipalities, or more remote
districts where conditions do not

allow or an on-line system to be installed33.

Table 4. SISTAFE reorms implementation and coverage

2006 2007 2008

Percentage o all receipts/payments through CUT 71/75 72/75
80/83

Number o government entities on-line (out o a total o 769) 88
245 301

Percentage o expenditures via direct execution 4.5% 11.5%
23.6%

Source: Cavanagh and Gustasson (2009)

Interestingly, however, the share o total government spending
that utilises the direct ex-

ecution modality is still very low, covering less than a quarter
o total expenditure by 2008.

Moreover, so ar implementation has ocused on a ew key
sub-systems (Treasury, Budget

and Accounting), leaving many others linked to state assets,
revenue collection, internal

control and debt management (Cavanagh and Gustasson, 2009) still
pending, limiting

the scope and unctionality o the system as a whole. These
issues, alongside looming do-

nor atigue in sustaining the levels o inancing that the system
has required so ar, have

brought various interviewees to question the success o the
SISTAFE reorms, despite rec-

ognising their irreversibility and intrinsic impetus.

33 Some key institutions or budget accountability are also still
not linked to the system, includingParliament, the internal and
external audit institutions, and the revenue agency.
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How can such a mixed record be explained? Three main actors
stand out rom the material

gathered. The irst one relates to the adequacy o reorm design.
According to a senior i-

nance oicial, SISTAFE was introduced without a previous careul
analysis o issues with SISOR,

but based on the Brazilian system that in many ways cannot be
considered adequate34. It is un-

clear why the Brazilian model was chosen over other available
options. Some intervieweesrepeatedly stated that the IMF was
insisting on the Brazilian model, given that many o the

key oicials involved were Brazilian themselves. Once the model
was adopted, urther choic-

es were made that have been questioned in terms o their
adequacy. First, UTRAFE ocused

on a heavy hardware investment, leaving aside the soter
components o the reorm, such

as change management. In the words o a oreign consultant, this
was a mistake, as reorms

cannot be based on terabytes alone35. Also, the system was
designed mostly to respond to the

needs o the Ministry o Finance, without adequately taking into
account the needs o sector

users, who are key in ensuring that the system works
eectively.

This is linked to the second main actor that explains the
outcomes o the SISTAFE reorms

so ar. The issue o resistance to reorms was not tackled
alongside the introduction o the

new system. As a consequence, buy-in rom many o the key actors
responsible or making

SISTAFE a success was limited. This is particularly true o
sector ministries. Even the IMF rec-

ognised that there was huge internal opposition within
government36. Resistance was (and

still is) due to the act that ministries inevitably lose a
certain level o control over resources,

as payments are made straight rom the CUT, while beore money
used to sit in the minis-

try accounts and managed directly by ministry oicials, while now
with SISTAFE they only

authorise electronic payments. This meant, in the words o an IMF
oicial, ewer accounts,

more transparency and less corruption37. While lots o eort was
put into training lower-level

oicials in the use o the system, not enough attention was given
to making sure that man-

agers understood the advantages o using the system, such as more
timely disbursements,

or example, or provide them with tangible incentives, such as
the recent initiative to allow

or the carry-over o earmarked revenues rom one iscal year to the
next. Finally, the act

that SISTAFE unctionality so ar did not adequately respond to
sector needs, or example by

developing a planning module, or introducing sector-speciic
classiiers, has led sectors to

keep using or designing separate and parallel systems that
better respond to their speciic

needs38. While some see this as an inevitable intermediate phase
o the reorms, it certainly

undermines their overall thrust, and highlights important
unresolved contradictions.

A third explanatory actor relates to the unclear political
backing that the SISTAFE reorms

have counted on since their adoption. Despite the change in
government ater the 2004

elections, the key people that had been responsible or the
introduction o the SISTAFE

34 Interview with senior nance ministry ofcial, 27 October
2009.35 Interview with consultant to Ministry o Education, 25
October 2009.36 Interview with donor ofcial, 23 October 2009.37
Interview with donor ofcial, 23 October 2009.38 The education and
agriculture sectors, or example, already run their parallel
systems. The health sector

is considering one, and has obtained donor unding or it.
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reorms remained in key positions, ensuring continuity in
leadership39. While commitment

to SISTAFE was weak at the beginning, even with some parts o the
Ministry o Finance, it then

grew and remained strong, at least at the level o senior
bureaucrats. This was partly linked to

the growing role and power o UTRAFE which, as was uncovered,
paid salary top-ups to most

senior oicials in the Ministry. The Presidency has supported the
Ministry o Finance in itsreorm drive, even though it has
highlighted the need to respond to sector criticisms. Yet, it
is

unclear how strong an interest there is within government to
strengthen spending controls.

An independent observer said that in recent years the boundaries
between the party and

the government have become more blurred, and that this does not
bode well or the uture

o the SISTAFE reorms. In this sense, government sees budget
reorms as a necessary evil

to keep oreign aid lowing into the country, but is likely to
advance at the slowest possible

pace40. This was conirmed by a member o UTRAFE, who explained
the uneven progress with

the various components o the reorm by stating that the
government was orced by donors

to introduce SISTAFE, and that government started considering to
do it only where it hurts less,meaning that areas where vested
interests are likely to be stronger, such as internal control,

asset management and procurement, were let to lag behind in
reorm implementation.

The area o automating budget systems using IT solutions sums up
some o the key contradic-

tions in the political economy o budget reorms. The introduction
o an IFMIS means tighter

expenditure controls, and this inevitably aects the degree o
transparency and lexibility in

the management o public unds. Transparency increases and
lexibility decreases, limiting

opportunities or mismanagement and raud. More than in other
reorm areas, this is where

government commitment and leadership is undamental, as it needs
to tackle higher levels

o opposition to reorms. This is also where donor eort needs to
be most eective, in order

to demonstrate that aid unds are not being wasted. The actors
shaping reorm outcomes in

Mozambique tell an unortunately common tale. The diiculties that
e-SISTAFE ran into stem

rom heavy donor inluence on the choice o a largely inadequate
and overly sophisticated and

expensive system, against a backdrop o reluctance and resistance
rom various parts o gov-

ernment, which was not adequately addressed. UTRAFE turned into
a money-spending em-

pire largely separate rom government, paying o senior oicials to
ensure their backing. On

the donor side, the lock-in eect rom the choice o IFMIS model
meant that vast amounts o

money were spent despite repeated implementation delays and
evidence o mismanagement.

Explaining budget reorm outcomes: Domestic and

external actors

Ater having documented the development and dynamics o budget
reorms in Mozambi-

que, both generally and in some more speciic areas, the evidence
now needs to be brought

39 In particular, Luisa Diogo, who was Finance Minister in
2000-2004, became Prime Minister in ArmandoGuebuzas government,
while Manuel Chang, then Vice-Minister, became Minister or
Finance.

40 Interview wit
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