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I. CONTEXT OF THE PUBLIC FINANCE MANAGEMENT IN MOZAMBIQUE
The process of structural reform of the Public Finance Management in Mozambique began in the late 80's with the introduction of the Economic Recovery Programme (ERP). Basically this program marked the country's membership in the Bretton Woods that led the country to stage a massive privatization, restructuring of the economy and state institutions.

In 1991, when it shed light on the war, began an intensive exercise for preparation of National Reconstruction Plan (PRN). The NRP aimed at creating conditions for the resettlement of populations as well as the basis for a process of socio-economic development of the country.

In 1993 it launched the National Reconstruction Plan (PRN), thus opening the door for Decentralized Investment Budget for the provinces, thus constituting a financial expression of the actions outlined in the NRP to the provinces.

The flow of funds to the provincial level in the implementation of the NRP, has brought substantial changes at the level of sub national institutions in order to better meet the challenges arising.

The management of public resources is beginning to be made ​​next to the field of realization of public spending directed mainly to the recovery of public infrastructure and the State Administration.

After several years of civil war, Mozambique has achieved a commendable and sustainable recovery period, economic transition and consolidation of the peace process. Thus, after the Independence the country has initiated reforms in economic policy, to contribute to the macroeconomic stabilization in the country.

Reached the period of peace, starting from 2001, the country began the first round of public sector reforms, which aim to rationalize and decentralize the institutions and the process of providing services; to manage the public sector in a more effective and efficient through of, among other actions, improving financial management, that is, through the reform of the Public Finance Management (PFM) that achieves remarkable improvement from its starting in 2004.

It is important to place this snapshot of the status of PFM performance within its proper context. Mozambique is a Developing Country with serious human resource and capacity limitations. It is also a young country, still in the early stages of institution building after the protracted and damaging civil war which followed Independence. It is inevitable that it will exhibit significant weaknesses in its PFM systems. 

However, there is no doubt that over the ten year period from 1995 there have been major improvements in PFM systems, which have served to establish the essential legal and institutional structure for public finance management.

The process of PFM reform entered a complicated phase in the period from 2001 to 2006, in particular with the initiation of the design and implementation of integrated financial management system (SISTAFE).

SISTAFE establish and harmonize rules and procedures for programming, management, execution and control of public funds, to enable its effective use and efficient, and produce information in an integrated and timely manner regarding the financial management of agencies and institutions the state.

1. Legal and Institutional Framework for Public Finance Management  
In 2002 he entered the Law 9 / 2002 of February 12, establishing a Financial Management System of the State, with its expression SISTAFE electronic e-SISTAFE. SISTAFE comprises essentially five subsystems, subsystem of the State Budget, in particular, Public Accounting Subsystem, Subsystem of the Treasury, the State Assets Subsystem, and Internal Control Subsystem.

From this period, together with the extent of structural reforms in the economy the state has channeled significant resources to the recovery of tissue from basic social infrastructure and institutions of the State Administrative

The legal framework of management of public finances consists of four groups of laws and regulations, relating to:

• The SISTAFE - System for the Management of State Finances.
• The Tribunal Administrativo and its role as the supreme audit institution.

• The framework for decentralized, autonomous financial management within the Municipalities; and

• The local government framework of deconcentrated management within provinces and districts.
Therefore, the current PFM reforms, have as main areas, the development and implementation of the Financial Management System of the State, hereinafter referred to as "e-SISTAFE", the implementation of the legal regime for the Hiring of Public Works, Supply of Goods and Services Provision to the State (or Procurement) and the establishment of the Tax Authority of Mozambique (AT) and the Control of Public Accounts.

Improvements remarkable in the context of PFM, begin to be observed starting from 2006, (2nd phase of the reform), regarding the use of certain features within the SISTAFE (e-SISTAFE), although there are still many challenges in this matter because some limitations that e-Sistafe still presents.

Yet, there remain some fundamental weaknesses in the quality of PFM systems, which seriously undermine the ability of the Government of Mozambique to ensure that resources are allocated to defined priorities and to guarantee that there is value for money in public spending. Especially worrying are the weaknesses in internal control systems – control over the payroll, over expenditure commitments and over procurement processes.
2. SISTAFE Law and Regulations

It’s important to refer that for the present analysis, the report will be focusing on SISTAFE.

The approval of SISTAFE was the result of the reform of the financial administration system inherited from the colonial administration, in order to introduce legislation and management models more adequate to the needs of a modern public administration.

SISTAFE establishes and harmonizes rules and procedures in relation to the programming, management, execution and control of the state public treasury, and the financial administration of state agencies and institutions. It is applicable to all state agencies and institutions, including those with financial and administrative autonomy. It is also applicable to public companies and municipalities, except in relation to the rendering of accounts, which is governed by specific legislation.

SISTAFE is organized in 5 subsystems:

• The State Budget Subsystem, which governs the preparation of the State Budget, the preparation of the budget bill for submission to the Legislature; and the evaluation of the budget submissions of state agencies and institutions.

• The Public Accounting Subsystem, which has as its object the production and the maintenance of the records of transactions carried out by state agencies and institutions, and their effects on the State’s assets. Among other things, it governs the execution of the State budget and preparation of the State General Account.
• The Public Treasury Subsystem which governs the process of financial programming, and the management of disbursements and payments in relation to the State Budget and the State treasury position. The subsystem also deals with the preparation of public financial statistics and the management of internal and external public debt.

• The State Patrimony Subsystem governs the coordination and management of the state’s assets, the organization of the information regarding the inventory of State assets and preparation of the respective inventory.

• The Internal Control Subsystem, which governs the inspection of the correct use of public resources, of the application of accounting rules and methods, and of compliance with legal norms and procedures.

The application of the SISTAFE law is regulated by the SISTAFE Regulations. These establish an integrated, harmonized system of norms and procedures for the application of SISTAFE in all state agencies and institutions, respecting the limits of autonomy.

A brief description under-SISTAFE includes budget execution, budget preparation (MEO) and program budgeting. As regards budget execution, by 2005 real reform in this area was not happened, the expenses were made largely through funds advances and the procedures were performed manually.

As for budgeting, in addition to the advantages of using the functionality of e-SISTAFE (MEO), the current challenges are related to the need to improve capacity in terms of human resources to meet the requirements in using this tool.

A positive aspect on PFM reform is that it makes the process of planning and budgeting more systematic and rigorous, with emphasis on coordination among ministries, the internal consistency between national plans, provincial, district, and in conformity between the various national economic plans and strategic documents (Poverty Reduction Action Plan -PARP, Five Year Government Program - PQG, Medium Term Expenditure Framework - MTEF). A significant jump in the reform concerning the planning and budgeting process is the issue of incremental change in the budget for the budget-based programs.
In short, the reforms in the PFM, are bringing remarkable results, contributing to the maintenance of macroeconomic stability climate prevailing in the country and thus contribute to the country development. However, there are still many challenges in this area.
Referring to the decentralization framework, SISTAFE benefits is connected with the consolidation of the decentralization package underway in the country.

They are almost 84 district operating in e-Sistafe, in a total of 128, the main constrains are related with physical conditions (electricity, bank, equipment, communications, etc) and human capacity for system functionality.
II. DECENTRALIZATION AND DECONCENTRATION 
There are several concepts for Decentralization and Deconcentration, herein is defined the decentralization as public administration reform aiming at giving the district and municipal governments more decision-making powers, resources and opportunities to interact better with citizens in the municipalities (cities and towns). Moreover, it’s important to remember that Decentralization implies the redistribution of power, transference of decisions allocation, while Decocentration is the delegation of powers without the shift of decision-making.

In Mozambique the two terms belong to the organizational level of governance and walk simultaneously. It is true that some authors, David Rosenfeld believes that the process in Mozambique is more deconcetration and not decentralization. In fact in Mozambique it is believed that the process of decentralization and deconcentration is not new and dates back to the dawn of national liberation struggle in the liberated zones. Indeed the process of building the Mozambican state is marked by the participation in different stages, allocation of responsibilities and accountability within the unity of struggle and within the unitary state after independence. In 1975/1980 the Mozambican state rests on a centralized basis as was common in many formerly colonized countries in Africa. In 1990, with the country's constitutional amendment was adopted multiparty democracy. In 1996 an ad hoc amendment in the constitution paves the way for municipalization local government the country whose package is established by Law 2/97 to February 18.
Mozambique, like other countries in the region, began a decentralization process of public administration that is part of a set of reforms and changes in political, economic and administrative ongoing since the 80's, aimed at streamlining the processes of planning and management of local development in the country. In 1990 with the approval of the new Constitution of the Republic followed important changes that would be driven to civil war giving the process steps more notorious.
In 1994 occurred the first step in the decentralization of Planning and Budgeting. The investment budget was decentralized to the provinces and they have gained in its sole discretion and management resources to the sectoral and territorial allocation based on local priorities, without prejudice to national strategic lines, as well as shares of large social and economic sectors in the country. This work brings a new need in an attempt to improve the effectiveness and efficiency in resource allocation: the relevance of the production criteria and mechanisms for resources allocation for sectors that induce socio-economic development and tools to guide the process of economic development in the provinces. The then Ministry of Planning and Finance (MPF) developed the regulatory tools and guidance for the provision of resources and planning for socio-economic development that formed the embryo of the various local prioritization exercises that followed is now became part of the history of planning Decentralized and Finance, especially in their territorial dimension.

The institutionalization of local towns and villages with the approval of local government (municipal) package in 1997 comes in a context of huge changes within the planning system. Indeed, it must be the challenge to guide and accelerate the development of rural areas and districts. Municipal Package clearly establishes the rules of the game to the Local Authorities including the allocation of resources. However, for areas which area not municipal it’s imposed development and decentralization of development planning process.

1. Municipalities, Provinces and Districts

Given the geographical extensiveness and cultural diversity of Mozambique, questions related to the geographical deconcentration of responsibilities and their administrative decentralization (or delegation) have a considerable importance, both politically and for the efficiency of financial management. 
The set of laws containing the normative legal acts and general municipal finance was approved in May 1997, this set of laws became known as Municipal package, constituting the main frame of reference for the organization, functions, activities and budget of human and financial resources needed for new local government areas in 1998, are held the first municipal elections Representing the operationalization and implementation of the will to approach the level of decision making within the population.

Local authorities, is in fact the most visible expression of the process of devolution of power to the people. In fact the mayor is elected by secret ballot, was also elected members of the municipal assembly, with functions to monitor and facilitate the performance of the municipal executive.

To operate the local authorities are allocated a separate budget, in accordance with local authority in the package, Article 7 of Law No. 2/97 to February. 18. empowers local administrative and Article 1 of Law 11/97 of 31 May, provides local administrative autonomy, finances and assets. By 2010, the country was established 43 municipalities, 11 cities.

During the ongoing reforms in the country, and the need to reform the municipal tax system in 2008, the State, through Law No. 1/ 2008 of January 16, held its first municipal tax reform. This law defines the financial system, fiscal and property of local authorities.

Behind this reform would be the need to overcome financial difficulties to meet the competencies of public investment. Indeed, since its effectiveness in 2008, experience difficulties in generating revenue justified by the lack of local capacity for planning, mobilization and management of financial resources.

The dimension of this reform should be understood from the changes that it meant in terms of elements of the model of local funding, particularly in terms of taxation, fiscal transfers from the government and the use of credit.
For the fiscal transfers from government to local authorities, under the law are particular Municipal Compensation Fund (FCA), the Investment Fund Initiative Local Authority (FIIA), other investment funds and extraordinary renditions. The reform has wrought in the FCA in two aspects: the 1st aspect concerning the definition of 1.5% as part of public funds intended for local government. In the previous law the FCA should vary between 1.5% and 3.0%, but the transfer never exceeded 1.5%, leading to the perception that the current adjustment is intended to suit the real financial capacity of the Central Government. Another aspect was the elimination of two of the four elements in the formula for the distribution of FCA, namely, the development index and the performance index weighted tax. Whichever is the criterion of population and territorial area of each municipality
According to Law No. 1 / 2008, Article 12, paragraph 1, the financial regime of local authorities should observe the general principles in force for development and approval of the State Budget and organization of public accounting. Paragraph 2 of the same Act also states that local authorities must be observed in programming, implementation and monitoring of the budget of local rules and procedures established by Law No. 9 / 2002 of 12 February (SISTAFE Law).

Under the SISTAFE Law, the government currently falls annually in the e-SISTAFE values ​​FIIA the FCA and municipalities to make their implementation, by your request to the Provincial Directorates of Planning and Finance (DPPF) as the inclusion of territorial each one. Nevertheless, they are subject to internal audit by the General Inspection of Finance and external audit by the Tribunal Administrativo.

Therefore, one of the constraints that can point to is the weak accountability of budget implementation on schedule (quarterly) in the law.

In the consolidation of the district as the main territorial unit of the organization and functioning of local State administration and planning of economic development, social and cultural consolidation of new centers of development, poverty alleviation and the approach of the centers of political and administrative decision of the population, the government has recently submitted to parliament a proposal for new districts from the current 128 to 150, with the proposed 13 more districts and the nine capital cities.

And so, in the same year, was introduced in the provinces, the short-term planning which resulted on Economic and Social Plan provincial (PES). Although with some limitations in terms of its budget speech, the PES provincial paved the way for sectoral and territorial harmonization and integration at provinces level and between these and the central institutions.
For the sustainability of this process, the MPF prepared and institutionalized methodology for preparation of PES provincial and established them as administrative routines in the public sector. Were gradually being overcome obstacles, most notably the gradual change of attitudes towards planning and budgeting process. In other words, the machinery of public administration at the local level is to focus on forecasting, planning and a logical set of actions which should be monitored in the way of progress as opposed to emergency action palliative in nature. The provincial governments will thus be equipped with an instrument of governance and management of socio-economic development of their territory.
At the national level also begins the process of introducing the territorial dimension of national PES. Despite remarkable advances in the location of government's actions at provincial level, as it moves forward with the decentralization process itself imposes increasingly closer links between the central and provincial levels including the territorial dimension represented by the districts, which is only possible with the planning process.

2. District as the Budget Unit

Along with the devolution of power to local government areas, the Government of Mozambique has continued to develop other instruments having approached the Administration of the population, with the approval of Decree 15/2000 of 20 June establishing the articulation of the states with the Traditional and Community Authorities. With this recognition, an important follow-up of community leadership is to participate in the consultation process for setting policies that impact on local development (local authorities participating in the collection of IRN).

Whit the Local Government Act of the State (LOLE) the District is experiencing a budget unit, as happened with the provinces, start to have a separate budget. Since colonial legislation (Decree-Law 23:229, from December 28, 1933) determined that the counties, districts today, should have its own budget approved by the Provincial Governor. The costs at district level would be supported by revenues and transfers from the Provincial Government, Central Government today.

As you all know, in 1978, the structures of colonial administration are abolished and, instead, were created Districts and Provinces. For the provinces has always been clear that should have its own budget, while to the district level was silent. Yet when the districts submit their budgets have always done, however, the absence of legal instrument, which led to the provinces to develop procedures for small differences in their relations with the districts. In general districts prepare their annual business plan together with the budget. In formal terms, the Governor Provincial approves the plan and budget of the district.
In 2003, it approved the law establishing the general principles and skills of organization and functioning of local organs of state in the Scales of province, district, administrative post and locality. With this Act, the District has become a budget unit, with increased responsibilities in the area of revenue. It also started to have a local development plan, as has been going on at the provincial level. However, this law would only gain consistency with the approval of Decree 11/2005 of 10 June which regulates and details the responsibilities of the Local Organs of State. In 2006, the District is actually being a budget unit when it was added the component of budget investment district (aka 7 million) and more evolved for the District Development Fund (DDF)-oriented economic activities.

In the context of ongoing decentralization in the country, the government initiated in 2006 to grant a loan of $ 300,000 per year for each district, whose application is approved by local councils. In 2008, this figure was increased to $ 350,000 to 600,000 per district, depending on the capacity of each district and performance on prior use of funds. These development funds of the district should be managed by the district as funds for the promotion of economic development or food security projects, which means that the beneficiaries receive the funds in the form of loans, which must be repaid, thus facilitating access to these funds for additional beneficiaries.

the government left OIIL 910 million Meticais in 2006 to 2,012 million Meticais in 2011, representing a growth of about 45%,
Chart. Evolution of the Financing of OIIL 2006 - 2011 (Million MT)
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In terms of revenue, districts receive fees from the proceeds of sharing the collection of National Reconstruction Tax and others derived from the collection of licenses and services tax (the use of soil, forests, eateries, markets, marketing , cemeteries, etc.).. The State defined that all amounts collected shall be deposited in the tax offices of the respective areas of jurisdiction to then ordered by filling in different models created for this purpose. In practice, this is one of the biggest weaknesses of the system. Few districts have in total revenue received for various reasons.

Within the framework of Decentralized Planning and Finance (PPFD) in the period 2003-2007, the district instituted a system of registration of revenue whose preliminary results are encouraging. Indeed, for example, with the systematic recording of the revenue was increased up to 100% of recovery in some districts of Nampula province.

3 "Decentralisation" Sector Funds

The process of decentralization of sector funds started in late 2007 with the aim of bringing the process of decision making to sub-national levels, to ensure greater accountability and ownership in the management and exploitation of resources like water, and infrastructure development -structures of local interest in the case of roads, education, small irrigation systems, sanitary units.
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In terms of legislative output, there is significant progress in the decentralization of sector funds. However, this legislation is very recent and in the primary phase of its implementation, there are also some reservations on the effective implementation of the same. For example, progress on sectoral funds decentralization is different. In the road sector, the funds are managed and payments area from the central level through the National Roads Administration (ANE). Concerning the sectors of water and education (accelerated construction of classrooms) funds are managed at the provincial level, and payments on two levels: provincial and district levels.
III. MECHANISM FOR ALLOCATION OF PUBLIC RESOURCES

What extent real allocations follow the official (objective) criteria or whether they are also affected by other factors: politic-economic forces, geography, or ethnicity
Mozambique has a mechanism for allocation of resources based on the Medium Term Fiscal ‘Framework (MTEF). This policy is approved by the Council of Ministers, and is an operational mechanism for programming in the medium term. It is based on the MTEF is prepared the proposal of the State Budget. Is it from CFMP which details the main macroeconomic forecasts, as well as the allocation of resources and budgetary limits.

In Mozambique the MTEF, starting from 2007-2009 was seen as an instrument of public financial management, grant its approval to the Government level. Although the advantages that this tool brings with it challenge to meet the objectives set by the government is still incipient, given some of the gaps that this instrument has in the budgetary planning process. For example in the programming cycle the MTEF is approved in May while the PES is approved in September, a period considered long given the volatility of the economy and prices both domestically and internationally.

Through the MTEF, the funds are allocated complying with pre-established criteria for determining the overall limits at all levels. For the 2013-2015 MTEF under development, are considered the following criteria:

• The sectoral level: the limits are set according to sectoral responsibility within the framework of strategic programs and policy measures set by the Government for PES 2013, whose priority was set on PARP 2011-2014.

• Provincial level: defined two criteria for setting limits: population and multidimensional index of poverty by province. These criteria aim in a transparent manner to reduce the asymmetries of allocation of existing resources per capita among the provinces and also to align the allocation of poverty territorial diagnostics.

• District level: for 2013-2015 the criteria for allocation of district offices are limits to those who are still in force, which is applied on the delta (Additional feature to the Districts). The limits of resources to districts for the MTEF in preparation will be based on the guideline ranges produced in the previous MTEF. as additional resources for infrastructure district will apply criteria of population 35% Surface: 20% District Own Revenue: 15% Poverty Index: 30%.

1. Allocation of Resources to Local Governments.

With the approval of the Constitution (1990), the province was considered the State Local Government, which reinforces the status of being part of the State Budget in separate documents.

The provincial budget must comply with spending limits set by the central competent institution. Regarding revenues, though the boundaries are set by the Ministry of Finance, its validity is limited for the purposes of administrative control.

The provincial budget is essentially a budget expenditure is not different from the budget of the ministries which also has the same nature. In the provinces are not common exercise to calculate the budget deficit and the revenue does not affect the level of expenditure incurred. The provision of resources among different levels of government is determined on the basis of budget processes.

The competent organ of the state sets limits for the current budgets of provincial governments, usually in May each year, continuing the process of preparing the budget for the following year. The provinces and the more cautious are not usually waiting for the setting of limits; they’re using the balance sheet for the year ended and the projection for the current year as a basis for the estimates of expenditure and income the following year. The limits serve as a guiding instrument and, in some ways, containment and consideration of the institutions involved for consistency and realism of this exercise.

In years 90’s the limits were only for personnel expenses and other current expenditure allowing at provinces considerable scope for the provision of resources between sectors. In 1993, the then Planning and Finance Ministry began to set limits to the central personnel expenditure for Education and Health sectors based on the payroll of the ministries to ensure coverage of new recruitments. The limits were also introduced to Social Security and Prisons, also on the basis of central registers. With the introduction of Integrated Sectoral Programs, the MPF began negotiating sectoral limits for the Education, Health and Agriculture covering the central and provincial expenditure in the same year. Since 1999, the limits for personnel expenses and other current expenses of the three sectors mentioned above began to be established centrally.

As an immediate result, the discretionary funds available to the provincial governments were substantially reduced in recent years. And the expenses related to salaries are predetermined and institutions usually request funds to cover this demand, the scope for discretionary redistribution of the provinces is almost negligible.

And this is a challenge for decentralization, because a quick read of the process can lead to regression of the process in favor of centralization.

For many years the budget limits were established centrally, and the spending limits had an incremental basis. Currently (2011), there is a tendency to establish criteria for the allocation of budgetary limits to the provincial governments. The criteria reflect the need to reduce regional disparities within the country. Some of those criteria are related with the size of population, poverty incidence, and the level of revenue.

2. Criteria For Resource Allocation 
i. Investment fund local initiative

Although Investment fund local initiative has been known for 7 million, the value currently assigned to each district is not the same for everyone. In 2007, the Government introduced differentiation criteria to the process of allocating money to the districts, namely: "(i) the number of population, with a weighting of 35% (ii) the poverty rate, with 30% (iii) the extent territory, with 20%, and (iv) factors affecting the ability to collect revenue public with 15% "(MPD 2009, p.8). Three years later, the process of implementing the OIIL revealed a number of difficulties. In the absence of a concerted and structured action, these difficulties could eventually transform the OIIL an obstacle to the process of poverty reduction in rural areas.

ii. Sector Fund
Roads
All provinces, all districts and all municipalities are included with the Road Fund. Each year the district is assigned the value of 1,000,000.00 MT. The value of local authorities is variable. Both the provincial and district governments or local authorities revealed unaware of the criteria used for the determination of budget ceilings, but there are key criteria for choosing certain pathways to repair or build the roads as: 
For Province and District
a) Access roads with limited traffic;
b) Strategic routes in the process of connecting agricultural markets (runoff of agricultural trading markets).
For Municipalities
a) Access roads with traffic difficulty;
b) Need to create accessibility in informal settlements.

Rural Water
For rural water area, the National Directorate of water (DNA) determines the budgetary limits to the provinces according to the following criteria, known to target to achieve for a given year:
Coverage rate - respecting the annual goals of coverage, so that provinces with relatively low coverage rates to the desired goal (in the QGP and the MDGs) are to enable more resources to accelerate the rates of coverage.
Number of damaged sources - more resources to the provinces with the damaged water sources in order to maintain coverage rates to the levels established by strategic plans;
Population growth rate - which influences the rates of coverage in that case in a year the population increases by at least 500 people, so there is a need to build at least one water source - a source of water supply to 500 people;

Existence of partners working in the Province - provinces with no or few partners to work in the water sector is a priority in the allocation of resources.

Construction Accelerated Classrooms

The provinces receive budgetary limits on quotas of rooms assigned to it, by ignoring other criteria. The selection of schools to benefit from the accelerated construction of classrooms meets three criteria:
Number of students;
Size of the School, and
Ease of access and access roads.

The three criteria allow operational objectives and goals of the Strategic Plan for the Education Sector which consists in offering best services for teaching and learning in children across the country.


3. Transfers of Funds

With the introduction of SISTAFE, greatly eased the process of transfer of resources from national to subnational levels. The beneficiaries have to submit their requests directly via e-SISTAFE and transfers are made as if the requests are and funds for this purpose have been budgeted. INSERT STATISTICS (SOURCE: REO / GCE)

In continuation of the reform of the Financial Administration (SISTAFE) has been introduced since 2008, the methodology of Planning and Programme Budgeting (POP) as a model of resource allocation from the budget of the State institutions

The POP method that favors a close link between policy and application of resources, highlighting the most appropriate means to achieve policy objectives. This approach aims to improve standards of effectiveness and efficiency of public spending by encouraging a strategic allocation of public resources based on specific objectives and priorities, focusing on the reduction of absolute poverty, and a physical management - based on financial results. A major challenge is characterized by the alignment between planning and budgeting, in clear and precise language, so that any citizen, view in a single document the level of contribution made ​​by it, the achievements made ​​and goals achieved within the planning, and finally it will still be necessary to carry out.

With new trends in planning and budgeting program, the current budget, under the heading of salaries, the decentralization process will show strong momentum. In fact all districts of the country except those who does not have electricity and banking network, began making payments of salaries to civil servants.


The table below depicts the distribution of domestic expenditure in different areas over the past 3 years  [image: image2.emf]2009 2010 2011

ÂMBITO  OE

% da despesa 

interna OE

% da despesa 

interna OE

% da despesa 

interna

CENTRAL 25,992.0 45.20 34,198.0 43.67 38,154.0 39.50

PROVINCIAL 14,615.0 25.40 19,433.0 24.81 15,204.0 15.70

DISTRITAL 4,517.0 7.90 5,366.0 6.85 14,622.4 15.10

AUTARQUICO 837.0 1.50 1,064.0 1.36 1,597.6 1.70

TOTAL* 45,961.0 80.0 60,061.0 76.69 69,578.0 72.00

* excluindo os encargos gerais do Estado (EGE)

DISTRIBUIÇÃO DA DESPESA INTERNA POR AMBITO (EM MILHÕES DE METICAIS)


Analyzing the above data, we can see that overall, the 2009 funds allocated to the local level (province, districts and municipalities) account for roughly 33% against 45.20% allocated to the central level. Reading made ​​to the data above, there is the perception that the allocation of resources to subnational levels at 31,% and 30.8% in 2010 and 2011 respectively, has been reduced compared to resources allocated to the central level.

However, there is an effort by the government in improving the allocation of resources to the levels of the District compared the provinces. From the above table, we can see a substantial increase in resources allocated to the districts of 7.90% in 2010 to 15.1% in 2011. Probably this increase may be related to the fact that in 2011 introduced a line has been targeted for rehabilitation of infrastructure in light of the District of rehabilitation of infrastructure to the local organs of state (District level), approved by the Government in 2008.


New trends in planning and budgeting program, there are strong indications that in the operating budget the salaries tend to be decentralized.
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VI. FINAL THOUGHTS

Under the reform of public finance management, different principles have been adopted to improve resource allocation and execution of public expenditure, which allowed improving the efficiency and management of public finances, main evidence is the implementation of Sistafe with the real decentralization of resources to the provinces, districts and municipalities, though they still remain many challenges at different dimensions.
1. Challenges
The Introduction of e-SISTAFE in all districts constrained by banking, electrification and communications availability.. To operate e- Sistafe need human and technical capacity for different functionalities. Need to Ensure, transparency and accountability in the use of resources;
- For sector Funds

 The decentralization of sector funds is not yet effective: Although the Council of Ministers has decided to decentralize the funds for roads, water and accelerated construction of classrooms, the management of these funds is made ​​at the level of Provincial Public Works and Housing and Education and Culture. Districts are only informed about the availability of these funds and are only involved in the case of roads and water sectors, the process of procurement (bidding) of contracts to be hired to perform work: construction / rehabilitation of roads, fountains and rooms of classes.

The criteria for allocating funds sector is inconsistent and little known: The sectoral allocation of funds to the provinces and districts do not follow clear criteria for all districts receive an equal amount. Do not respect the principles of local needs ( level of poverty, geographic location of the districts, degree of proximity to urban centers, population size, spatial dispersion of population and other criteria).

The alignment Between planning and budgeting, in clear language and needs, so that any citizen, in a single document view level of the Contribution made ​​by it, the achievements made ​​and the Goals Achieved Within planning.
It is important to note that resource allocation criteria are not properly disclosed as are not known for some districts, they are not set in legislation at all. This fact weakens the planning process as it becomes unpredictable resources.
A major challenge is characterized by the alignment between planning and budgeting, in clear and precise language, so that any citizen, view in a single document the level of contribution made ​​by it, the achievements made ​​and goals achieved within the planning
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Annex :  Legal Framework for Public Finance Management in Mozambique
The legal framework for PFM is governed by the following laws and regulations:

Law nº 9/2002, of 12 February, which approves the State Financial Administration

System (Sistema de Administração Financeira do Estado, colloquially the

“SISTAFE”);

Decree nº 23/2004, of 20 August, which approves the SISTAFE Regulations;

Law nº 5/92, of 6 May, which defines the role of the Tribunal Administrativo;

Law nº 13/97, of 10 July, which establishes the regime for the audit and inspection of public expenditures by the Tribunal Administrativo;

Law nº 2/97, of 18 February, which defines the role of the Municipalities;

Law nº 11/97, of 31 May, which constitutes the legal regime for the finances and

assets of the Municipalities;

Law nº 8/2003, of 19 May, the Local Government Law (relating to districts and provinces); and

Decree nº 13/2005, of 10 June, the Local Government Law Regulations.

23

