Government-donor annual joint review
   Both sides fail to meet targets
   Donors impose heavy burden

   Corruption, agriculture, HIV top

        problems for government

   Salaries and 7 mn MTn remain

        hot issues
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GOVERNMENT & DONORS

FAIL TO MEET TARGETS

Government and donors both failed to meet more than half of their agreed targets for 2006, according to the annual joint review concluded 30 April. 
The group of 19 donors who put part of their aid into budget support now includes all the key donors except the United States and Japan. It is known as the G-19 or Programme Aid Partners (PAP) and has developed a possibly unique relationship with government in which both sides are held to account. Lists of targets are agreed for each side and in March and April there is a joint review, leading to an agreed aide memoire which was released on 30 April. 
The whole process is supposed to reduce the burden on the government, but so far this does not seem to have happened. This year the number of working groups increased to 29. At the 30 April meeting, Planning and Development Minister Ajuba Cuereneia said that “one of the principles of budget support is to reduce the administrative weight of foreign aid, but, as we have said before, the joint review process remains extremely long and complex. This involves a great deal of work from senior government and donor officials and we must find new ways to work that are shorter and faster and leave us more time to actually implement the decisions taken.”

DONORS MISS TARGETS TO
CUT GOVERNMENT BURDEN

Donors missed many of the agree targets. A key one was to do more joint missions so as to reduce the amount of government time taken up, but in 2006 there were 213 PAP missions compared to a promise to reduce them to 167. PAP donors promised that 40% of their aid would be budget support, 30% programme aid, and only 30% projects. But they failed to meet that – 34% was budget support, 21% programme aid, and 45% projects. Only 8 of the 18 donors in 2006 met more than 75% of their targets. In particularly, there was a problem of short term predictability of aid.
In his statement to the meeting, the head of the donor group, Dutch ambassador Frans Bijvoet, admitted the continuing problem of donors attempting “micro-management”. “We have an obligation to do better,” he said.

The joint aide memoire explicitly criticises two donors. Denmark withheld three quarters of committed budget support in response to audits that it felt showed mismanagement, if not corruption. Demark said it has followed correct procedures but government and the other PAP donors said is had not. Mozambique still has to pay a fraction of its old debt, not cancelled under HIPC, to France, which then returns the money as budget support. Government and the other PAPs agreed this did not meet the definition of budget support.
GOVERNMENT CRITICISED ON
CORRUPTION, HIV, DEVELOPMENT

Government was subject to some harsh criticism, both in the agreed aide memoire and in statements at the meeting by Norwegian and Dutch ambassadors. Of its 49 targets, government only met 23. It failed to meet any of its targets for rural development and failed to meet 6 of 8 targets for combating corruption and reform of the justice system. By contrast, government did relatively well in improving financial management systems and on service provision expansion (water, health and education).
Dutch ambassador Frans Bijvoet, said government progress was “unsatisfactory” with respect to judicial reform, fighting corruption, and public sector reform. Bijvoet particularly cited the on-going problem of Banco Austral, plundered by members of the Frelimo elite in the late 1990s, where government has not acted on the forensic audit forced by donors, has not been successful in recovering bad debts, and continues to not investigate the assassination of the acting bank head, Siba-Siba Macuacua.
Bijvoet also noted that although service expansion continues at a high rate, “quality continues to be low”. The joint review is “preoccupied with the weak institutional capacity” at all levels in health and is “also preoccupied” with the poor quality of education, where “the high pupil/teacher ratio (more than 70/1) contributes to the poor results of pupils.” 

The Ministry of Health receives some of the harshest criticism. The joint review notes that Mozambique has one of the highest maternal mortality rates in the world and the rate is actually increasing, while that the percentage of births taking place in health units is falling. The Ministry is also hit for again failing to implement anti-retroviral treatment of pregnant women to reduce mother-to-child transmission of HIV; only 8% of HIV-positive pregnant women were treated. This was given top priority by donors at the joint review meeting in April last year. As a result of lack of action, 30,000 children were born with HIV in 2006 and half will die before their second birthday, says the joint review. It also criticises the National Aids Council (CNCS) for spending only 59% of its budget.
The joint review hammers the government for its lack of a rural development and agriculture strategy and for its continued “weak” provision of agricultural services. It says “government must make greater efforts to provide public agricultural services which are relevant to market realities and reach most producers.” This statement reflects an important change on the part of donors, who in the 1990s stressed extension services provided by the private and NGO sectors to a smaller commercial farming group; now there is return to the model of state services for most farmers.
Donors also criticised government for reducing the state funds given to the 33 elected municipalities.

TWO FRAUGHT ISSUES:

SALARIES AND DISTRICT MONEY

The joint review and the donor statements point to two issues where there is not consensus, civil service salaries and the 7 million MTn given to each district as a development fund.
Government has failed to carry out a civil service salary reform, and the joint review notes that government salaries “do not reflect the real cost of living” nor salaries in the private sector. Thus, low salaries “create major difficulties in recruiting and retaining qualified staff, especially at district level.” This, in turn, hinders attempts to improve public service delivery. But any sgnificant increase in salaries would go against two concerns of the IMF – it’s increasingly contested emphasis on maintaining very low inflation rates as well as its possibly justified worry that donors are not prepared to fund higher civil service salaries over the long term. Mozambique in its “letter of intent” to the IMF says it will limit civil service salaries to 7.5% of GDP, which will make it hard to bring project staff on budget even at the present salary scales, increase the number of teachers, and o offer more attractive salaries. The IMF is an “observer” to the PAP – will it allow the wage bill to go above 7.5%?
On the salary issue, donors seem to be aligned with government against the IMF. But on the district development fund, donors are confronting the government. First granted last year, the 7 mn MTn (about $250,000) per year to each district is to be spent in agreement with local development committees. Initially, there were few guidelines, but as last year progressed orientations were given that the money was explicitly for economic development, and not for projects potentially covered in the normal state budget. In his rural tours this year President Armando Guebuza has set out a clear line – the money is to create revolving loans funds for job creation and food production. 

Donors appear to have been outflanked. They successfully blocked Guebuza’s earlier proposal for a development, but the district development funds are, in effect, being used to support small enterprises at district level. At the joint review press conference, Dutch ambassador Frans Bijvoet said that some districts do not know how to invest the funds properly. AIM reports that he said he was strongly opposed to the use of district development funds as loans, because that was the task of a development bank, not the state.
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