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CURRENCY EQUIVALENTS 
(As of May 2014) 

 

Currency Unit  = Mozambican Metical (MZN) 

 

1 UA    = MZN 47.739 

1 USD   = MZN 31.153 

1 UA   = USD 1.5324 

 

FISCAL YEAR 
 

1
st
 January to 31

st
 December 
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CSO Civil society organization 

CSP Country Strategy Paper 

DBR Doing Business Report 

DP Development partner 

DSA Debt Sustainability Analysis 

DfID UK Department for International Development 

EGIGP Economic Governance and Inclusive Growth Program 
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EMAN II Private Sector Development Strategy II 

FDI Foreign Direct Investment 

FRA Fiduciary Risk Assessment 

FSDS Financial Sector Development Strategy 

FSTAP Financial Sector Technical Assistance Project 

GBS General Budget Support 

GCR Global Competitiveness Report 

GDP Gross Domestic Product 

GIZ Gesellschaft für Internationale Zusammenarbeit 

GoM Government of Mozambique 

GPSE Growth and Public Sector Efficiency Program 

HDI Human Development Index 

IFRS International Financial Reporting Standards 

IGF General Inspectorate of Finance 

IIAG Ibrahim Index of African Governance 

IIP Integrated Investment Program 

IMF International Monetary Fund 

INEFP National Institute for Professional Training 

IPEME Institute for Small and Medium Enterprise Promotion 

IPSAS International Public Sector Accounting Standards  

MDGs Millennium Development Goals 

MIC Ministry of Industry and Commerce 
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MIREM  Ministry of Mineral Resources 

MJ Ministry of Justice 

MoF Ministry of Finance 

MoU Memorandum of Understanding 

MPD Ministry of Planning and Development 

MSME Micro-, small and medium enterprise 

MTFF Medium-Term Fiscal Framework 

M&E Monitoring and evaluation 

OBI Open Budget Index 

OSBS One-Stop Business Shop 

PAF Performance Assessment Framework 

PAR Project at Risk 

PARP Poverty Reduction Action Plan 

PBO Program Based Operation 

PEFA Public Expenditure and Financial Accountability 

PFM Public Financial Management 

PPBB Program-Performance-Based Budgeting 

PSD Private sector development 

PSI Policy Support Instrument 

RBLF Results-based logical framework 

REFIT Renewable Energy Feed-in Tariff 

RENAMO Resistência Nacional Moçambicana 

SAR Streamlined Appraisal Report 

SOE State-owned enterprise 

TA Tribunal Administrativo 

TSA Treasury Single Account 

TYS Ten-Year Strategy 
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GRANT INFORMATION 
 

Client information 

 

GRANT RECIPIENT:   Republic of Mozambique 

EXECUTING AGENCY:  Ministry of Planning and Development 

 

Financing Plan for 2014 for fiscal years 2014-2016 (commitments) 

 

Source Amount (2014) Amount (2015)* Amount (2016)** 

ADF Grants UA 19.335 million UA 10 million UA 10 million 

World Bank USD 110 million USD 135 million N/A 

EU USD 76.6 million USD 15.9 million NA 

DfID USD 65.5 million N/A N/A 

Sweden USD 37.5 million USD 47.3 million N/A 

Other G-19 partners USD 93.2 million USD 61.4 million N/A 

TOTAL USD 412.8 million USD 274.6 million N/A 

 
* 2015 commitments are provisional   

** 2016 commitments by G-19 development partners will only be announced in May/June 2015.  

  

 

Program Timeframe - Main Milestones 

 

Concept Note Approval March 21, 2014  

Appraisal April 21-May 2, 2014 

Board approval  September 2014 

Effectiveness October 2014 

First Disbursement (Phase I) October 2014 

Second Disbursement (Phase II) July 2015 

Third Disbursement (Phase III) July 2016 

Completion December 2016 
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EXECUTIVE SUMMARY 

Program 

context 

Mozambique has had sustained high growth rates for over two decades, driven largely by 

foreign direct investment in enclave mega-projects in mining and energy production. The  

country’s human and social development outcomes have, however, been mixed and growth has 

been less inclusive. Between 2003 and 2009, overall poverty virtually stagnated at around 54%, 

while rural poverty increased slightly to 57%. Inequality also increased. And the geographical 

distribution of poverty remained unchanged with a high concentration in the rural areas, centre, 

and northern parts of the country. There is urgent need to promote inclusive growth, to reduce 

the poverty and income gaps. The expected natural resources boom in the next 5 to 10 years, 

from the development of the massive coal deposits and gas fields, adds further urgency to these 

concerns. The Program’s rationale responds to the four main development challenges facing 

Mozambique: (a) enhancing the inclusiveness and sustainability of growth to ensure that the  

growth has a tangible effect on poverty reduction; (b) consolidating recent reforms in  good 

governance and transparency, PFM systems, and natural resource management to ensure the 

country’s preparedness in terms of  absorption capacity ahead of large-scale gas production; (c) 

ensuring  efficient and effective pro-poor spending; and (d) creating the conditions for 

economic diversification and job creation through an improved business enabling environment..  

Program 

overview 

 

The Mozambique Economic Governance and Inclusive Growth Program (EGIGP) is designed 

as a programmatic series of three consecutive general budget support (GBS) operations 

covering fiscal years 2014, 2015, and 2016, with a total indicative financing envelope of UA 

39.335 million for the three phases. The first phase of EGIGP (EGIGP I) is presented for Board 

approval following the satisfactory implementation of a set of prior actions. In addition, the 

EGIGP I presents the multi-year framework and anticipates indicative triggers for the second 

and third phases (EGIGP II and III) based on the GoM’s reform agenda, thereby providing 

predictable financing and creating a medium-term platform for policy dialogue. As the Bank’s 

sixth GBS operation in Mozambique, the EGIGP responds to a request from GoM to support its  

reform agenda laid down in the Poverty Reduction Action Plan (PARP, Programa de Ação 

para a Redução da Pobreza) 2011-2014, recently extended to 2015), the Medium-Term Fiscal 

Framework 2014-2016 and a series of longer-term sectoral strategies. Undertaken in the context 

of a positive macroeconomic framework, a relatively stable political situation, manageable 

fiduciary risk, and strong GoM commitment to reforms and poverty reduction, the EGIGP 

design incorporates the lessons learned from the Bank’s previous GBS operations in 

Mozambique, as well as good practice principles on conditionality. The EGIGP has been 

designed, and will be implemented, within the framework of the 2009 Memorandum of 

Understanding between GoM and the G-19 development partner group regarding the provision 

of GBS. The program’s policy matrix is fully consistent with Mozambique’s joint Performance 

Assessment Framework (PAF) 2012-2014, the areas of special attention identified by  GoM and 

the G-19 as a complement to the PAF and  GoM’s development policies. 

The program’s proposed development objective is to promote inclusive and sustainable growth 

in Mozambique through two complementary and mutually-reinforcing components, focusing on 

financial and economic governance: (1) Consolidating Transparent and Accountable PFM and 

Natural Resource Management Frameworks; and (2) Improving the Enabling Environment for 

Private Sector Development. Expected outcomes under the EGIGP phases include (1) improved 

efficiency and transparency in the management of  natural resources (including improved 

governance and more effective spending in priority sectors), and (2) expanded opportunities for 

business creation, growth, and employment—ultimately reflected in new jobs, with a special 

emphasis on micro, small and medium enterprises (MSMEs), women and youth. Program 

outputs include policy reforms in PFM and natural resource management governance as well as 

private and financial sector development. 
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Program 

beneficiaries  

EGIGP’s direct beneficiaries include: (a) Government of Mozambique (GoM) institutions 

benefiting from an improved PFM framework (including, as direct beneficiaries, the entities 

implementing those reforms, such as the Tribunal Administrativo and IGF); and (b) private 

sector entities, in particular MSMEs (an estimated number of 4.5 million in the entire country), 

as direct beneficiaries from the supported reforms in the form of increased access to finance and 

lower market entry barriers. Indirect beneficiaries include (a) the entire public administration 

through greater public sector efficiency; and (b) the entire Mozambican population (and 

specially women and youth) through the promotion of inclusive growth, job creation, improved 

natural resource management and service delivery, and a friendlier business environment. In 

particular, gender mainstreaming has been built into program design to ensure tangible impacts 

on Mozambican women in three complementary ways:  (a) a comprehensive gender analysis 

and consultations during appraisal (key GoM stakeholders and CSOs); (b) overcoming the 

limited availability of data to use selected gender disaggregated indicators and targets at all 

levels; and (c) using gender impact as a key inclusiveness criterion to select PAF indicators and 

GoM reform measures to be supported by EGIGP. 

Needs 

assessment 

GoM is currently implementing a comprehensive reform agenda to enhance the inclusiveness of 

growth and its effects on poverty reduction, combined with the maintenance of a sound 

macroeconomic framework and the consolidation of PFM and governance reforms, including in 

the extractives sector. While progress has been made in most of these areas, further work is 

required to achieve tangible development outcomes. The EGIGP, together  with other parallel 

GBS operations from development partners in the context of a highly harmonized framework, 

will contribute to keeping the momentum and delivering key reforms, while providing  GoM 

the fiscal space necessary to address key infrastructure needs, improve the quality of service 

delivery in priority sectors (e.g.. health, education, agriculture), and create the conditions for an 

efficient, effective, and sustainable exploitation of natural resources by  the end of this decade. 

Bank’s value 

added 

The EGIGP builds on the Bank’s vast experience in Africa, its good track-record in 

Mozambique, and its standing as a trusted regional partner. This enables the EGIGP to promote 

dialogue, including on sensitive issues such as preparing mitigating measures for the “Dutch 

disease”, and explains why the relatively modest financial contributions from the Bank have 

had a great impact on dialogue for development impact. . Moreover, the Field Office has solid 

capacity in the areas of macroeconomics and extractives, among others, which will allow the 

Bank to take the lead in policy dialogue in many areas of intervention. The Bank will also 

exploit its comparative advantage based on (a) its experience and solid track-record in 

providing targeted support in key sectors covered by EGIGP reforms (e.g., financial sector and 

EITI implementation); (b) its active participation in the G-19 and key working groups; and (c) 

its experience in GBS and policy dialogue across Africa in the core priorities of this operation 

(i.e., PFM, private sector development, and natural resource management, the latter 

strengthened by the creation of the African Natural Resource Center, ANRC). 

Institutional 

development 

and 

knowledge 

building 

The EGIGP will contribute to the strengthening of  GoM institutional capacity in the areas of 

PFM reform, fiscal transparency (including SOEs and public investment management), and 

private and financial sector development, though support for key institutional transformations. 

Knowledge building will also be promoted through EGIGP policy actions, including the 

strengthening of PFM capacity (e.g., through a new procurement database/portal and the 

creation of a procurement career within GoM), the promotion of youth employment and skills 

development (e.g., through GoM’s new apprenticeship program), or the adoption of a new 

MSME strategy emphasizing capacity building and entrepreneurship promotion. 
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RESULTS-BASED LOGICAL FRAMEWORK 
Country and project name: Mozambique Economic Governance and Inclusive Growth Program (EGIGP ) – Phase I 

Purpose of the program: Promoting inclusive and sustainable growth in Mozambique by (a) consolidating transparent and accountable PFM and natural 

resource management frameworks, and (b) improving the enabling environment for private sector development and investment 

RESULTS CHAIN 
PERFORMANCE INDICATORS 

MOV 
RISKS/MITIGAT

ION MEASURES Indicator (including CSI*) Baseline Target 

IM
P

A
C

T
 

Sustainable and 

inclusive economic 

growth through good 

governance and 

private sector 

development 

Real GDP growth 7.1% (2013) 
8.1% (2014-2018 

average)  MoF/MP

D 

 

 

Macroeconomic 

risks. Mitigation: 

GoM has a solid 

track record of 

prudent 

macroeconomic 

policies; IMF PSI 

(2013-2015) will 

run in parallel. 

 

 

Lack of funding 

and capacity to 

implement 

reforms; limited 

ownership. 

Mitigation: Policy 

actions are derived 

from GoM 

priorities and the 

2013-2016 PAF 

agreed upon 

between GoM and 

donors. Donors are 

providing TA and 

capacity building. 

 

 

Political 

instability. 

Mitigation: GoM 

and RENAMO 

have agreed to 

resume negotiations 

to resolve 

differences. 

Program is 

supporting 

measures 

strengthening social 

stability.  

 

 

Fiduciary and 

debt management 

risk (particularly 

in light of recent 

EMATUM case), 

Mitigation: A 

recent IMF study on 

Fiscal Transparency 

Assessment has 

concluded that 

HDI and Gender Inequality indices  
0.327 & 0.582 

(2012) 
0.350 & 0.650 by 2018 

Sustainable Economic Opportunity Sub-

Index – Ibrahim Index of African 

Governance 

50.6 (2013) 54 by 2018 IIAG 

O
U

T
C

O
M

E
S

 

Outcome 1:  

Improved efficiency 

and transparency in 

the management of 

public resources, 

including pro-poor 

spending 

Bank CPIA Cluster D (Governance) score 3.4 (2012) 3.7 by 2016 CPIA 

Priority sector (pro-poor) spending 

deviation +/- 6% from approved State 

Budget for the expenditure of the priority 

sectors (Agriculture, Education, 

Governance, Health, and Public Works) 

Met for aggregate 

(96%) but not 

sectors: deviation 

of Public Works 

(80%); Education 

(112.3%) (2013)  

Maximum of 6% 

deviation by 2016 
MoF 

Natural Resource Governance Index 

(score) 
37/100 in 2013 45/100 by 2016 NRGI 

Outcome 2:  

Expanded 

opportunities for 

business creation, 

growth, and 

employment 

Time to start a business (days) 13 (2013) 10 by 2016 
WB 

DBR 

Total number of jobs created annually 

(gross), percentage of females 

265,082 / 20% 

(2013) 

300,000 / at least 30% 

(2016) 

PAF/MP

D 

Jobs created by enterprises established 

through the simplified licensing regime 

(annual increase vs. previous year) 

50.458 jobs created 

(2013) 

Annual increases of 70% 

(2014, 2015, 2016) – at 

least 30% women  

PAF 

AR/MIC 

O
U

P
U

T
S

 

A. Consolidating Transparent and Accountable PFM and Natural Resource Management Frameworks 

Public Probity Law 

(“Lei de Probidade 

Pública”) effectively 

implemented 

% of conflict cases reviewed by Central 

Public Ethics Commission over total 

number of cases and complaints /% of 

officials submitting asset declarations on 

time under the law 

Law approved in 

August 2012; 

unavailable 

information in 

2013 

 80% / 100% (2014, with 

information made 

available) 

PAF 

AR/CCE

P 

Improved fiscal 

transparency 

Adoption of FTAP / Adoption of draft 

legislation on SOEs / Publication of 

revised IIP / Number of state enterprises 

with published financial statements  

4 financial 

statements 

published in in 

2013 

FTAP adopted in 2014 / 

draft SOE legislation 

adopted and IIP published 

by end- 2014 / 6 largest 

SOEs (2014) 

PAF 

AR/MoF

-TA 

Strengthened 

procurement systems 

Operationalization of e-SISTAFE 

procurement functionality / Progress in the 

operationalization of a procurement career 

e-SISTAFE 

functionality 

designed in 2013 

e-SISTAFE functionality 

in use by 2014 / profiles 

of staff working for 

procurement units defined 

and approved by end-

2014 

PAF 

AR/UFS

A 

Increased oversight 

by service users and 

CSOs in budget 

process and public 

service delivery 

Publication of “Citizens Budget” / Number 

of service charters published and 

operationalized at 

central/provincial/district levels 

First publication in 

2013 / 24/11/15 

(2013) 

Publication of Citizens 

Budget as both draft and 

final for 2015 budget / 

26/66/400 (2014) 

PAF 

AR/MA

E 

Improved efficiency, 

transparency and 

inclusion in the 

management of 

mineral resources 

 

Preparation and publication of 5th EITI 

reconciliation report according to new 

standard  / Share of mineral revenues 

allocated to local communities and 

publication of allocations in budget 

execution reports 

EITI Compliant 

since 2012 / 2.75% 

in 2013  

2012 EITI Report 

published by December 

2014 / 2.75% in 2014 

duly published in 

quarterly budget 

execution reports 

PAF 

AR/MIR

EM/MF 
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Adequate legal 

framework for the 

development of the 

extractives sector  

Adoption of draft revised legislation on 

mining, hydrocarbons / Adoption of fiscal 

regimes 

Draft legislation 

and consultations 

in 2013 

Approval by Cabinet of 

draft revised legislation 

and draft fiscal regimes 

by end-2014 

MIREM/

MoF 

overall, the 

government’s fiscal 

framework is 

transparent. GoM 

has made 

considerable 

progress in its 

governance and 

PFM reform agenda 

as identified by the 

Bank FRA. 

Program will 

further support the 

consolidation of 

these reforms. 

 

 

Natural disasters 

(particularly 

floods and 

droughts):  

Mitigation: The 

GoM has designed 

a disaster 

management master 

policy and has put 

in place a flood 

early warning 

system. . 

B. Improving Enabling Environment for Private Sector Development and Investment 

Business licensing 

and registration 

simplified 

Number of electronic OSBS (e-BAUS) / 

Number of days required for licensing (in 

commerce, tourism and industry) / 

Adoption of Industrial Licensing Regime / 

Adoption of Single Form for business 

start-up 

0 / 15 / 9 forms 

needed (2013) 

6 electronic OSBS by end 

2014 / 10 by end 2014 / 

industrial licensing decree 

approved by end-2014 / 

single form adopted and 

implemented in 2014  

MIC/MJ/

MSA 

Improved MSME 

policy framework 
Adoption of revised MSME Policy 2007-2012 policy 

Adoption of revised 

policy by end-2014 
IPEME 

Competition law 

implemented 

Adoption of regulations and creation of 

competition authority 

Competition law 

(2013) 

Regulations adopted and 

authority established by 

end-2014 

MIC 

Improved framework 

to promote financial 

inclusion 

Adoption of draft legislation on private 

credit bureaus / Adoption of regulations 

governing e-banking, including mobile 

banking 

Draft legislation in 

preparation 

By end-2014: Draft 

legislation approved by 

Cabinet / Draft 

regulations adopted  

BoM/Mo

F/MIC 

Improved 

opportunities for 

youth employment 

Number of apprentices recruited by 

employers each year 

Legal framework 

established (2013) 

3,000 (2014) – at least 

30% women 

PAF AR/ 

INEFP 

SME growth 

stimulated by the 

public sector 

Percentage of SMEs contracted in public 

tenders of small scale 
85% (2013) 90% (2014) 

PAF 

AR/MoF 

Funding in UA million (2014) - AfDB: 20; other G-19 partners: 259.2 (committed amounts). 
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REPORT AND RECOMMENDATION BY MANAGEMENT TO THE BOARD OF 

DIRECTORS ON A PROPOSED GRANT TO MOZAMBIQUE FOR THE ECONOMIC 

GOVERNANCE AND INCLUSIVE GROWTH PROGRAM (EGIGP) – PHASE I 
 

I. THE PROPOSAL 

1.1 Management submits this report and recommendation for a proposed grant of 

UA 19.335 million to finance the first phase of the Mozambique Economic Governance and 

Inclusive Growth Program (EGIGP). The EGIGP is designed as a programmatic series of three 

consecutive general budget support (GBS) operations covering fiscal years 2014, 2015, and 2016, 

with a total indicative financing envelope of UA 39.335 million. Consistent with the Bank’s Policy 

on Program-Based Operations (PBOs), this report is presented for approval against the achievement 

of a set of prior actions based on the Government of Mozambique’s (GoM) reform agenda. In 

addition, the EGIGP I presents the multi-year framework and anticipates indicative triggers for the 

second and third phases (EGIGP II and III), thereby providing predictable financing and creating a 

medium-term platform for policy dialogue. As the Bank’s sixth GBS operation in Mozambique, the 

EGIGP responds to a request from GoM dated March 13, 2014 for the Bank to support GoM’s 

reform agenda laid down in the Poverty Reduction Action Plan (PARP, Programa de Ação para a 

Redução da Pobreza 2011-2014, recently extended to 2015), the Medium-Term Fiscal Framework 

(MTFF) 2014-2016 and GoM’s longer term strategies in the area of private sector development 

(PSD).  

1.2 The program is closely aligned with the Bank’s Country Strategy Paper (CSP) 2011-

2015 for Mozambique, and the Bank Group Ten-Year Strategy 2013-2022 (TYS). It is also 

consistent with the Governance Strategic Framework and Action Plan (GAP) II 2014-2018, the PSD 

Strategy 2012-2017 and the recently approved Gender Strategy 2014-2018. The EGIGP is 

specifically aligned with the strategic objectives of Pillar 2 of the CSP (Governance in Support of 

Inclusive Growth), aiming to reduce corruption, strengthen PFM systems and improve the business 

enabling environment. The EGIGP has been designed, and will be implemented, within the 

framework of the 2009 Memorandum of Understanding (MoU) between GoM and the G-19 

development partner (DP) group concerning GBS. The program’s policy matrix is fully consistent 

with Mozambique’s joint Performance Assessment Framework (PAF) 2012-2014 and  GoM’s 

development policies, as articulated  in the Letter of Development Policy (Annex I).  

1.3 Mozambique has been experiencing high rate of economic growth for over two decades, 

but needs to translate this into inclusive and sustainable path. The country’s mixed human and 

social development outcomes, including an apparent stagnation in poverty reduction between 2003 

and 2009 and an increase in inequality, call for greater emphasis on inclusive growth. A spurt in the 

exploitation of natural gas and other natural resources, expected as of 2020, adds further urgency to 

these concerns. The EGIGP’s design responds to Mozambique’s main development challenges: (a) 

enhancing the inclusiveness and sustainability of growth to accelerate poverty reduction and broad-

based development; (b) consolidating reforms regarding good governance and transparency, PFM 

systems, and natural resource management to build up absorption capacity in anticipation of a 

projected surge in exploitation of gas and minerals at the end of this decade; and (c) supporting 

progress in economic diversification and job creation through an improved business enabling 

environment.  

1.4 The program’s proposed development objective is to promote inclusive and sustainable 

growth through two mutually-reinforcing components: (1) Consolidating Transparent and 

Accountable PFM and Natural Resource Management Frameworks; and (2) Improving the Enabling 

Environment for Private Sector Development. Expected outcomes under the EGIGP phases therefore 

include (i) improved efficiency and transparency in the management of public and natural resources 

(including improved governance and more effective spending in priority sectors), and (ii) expanded 

opportunities for business creation, growth, and employment. EGIGP’s focus on inclusive growth is 
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reflected in its emphasis on demand-side governance, transparency and participatory natural resource 

management, and job creation in particular through micro-, small and medium enterprises (MSMEs). 

 

II. COUNTRY AND PROGRAM CONTEXT 

2.1 Recent Political and Socio-economic Developments, Perspectives, and Challenges 

2.1.1 The political and security environment is evolving positively. In 2012, Mozambique 

celebrated 20 years of peace during which elections were held regularly and peacefully. However, 

from April to October 2013 political stability was jeopardized when the Government and the former 

rebel group turned political opposition (RENAMO, Resistência Nacional Moçambicana) engaged in 

sporadic military confrontations in the center of the country. The situation has improved and 

stabilized since then. Municipal elections took place in November 2013 with minimal disruptions, 

and in January 2014 the Government and RENAMO announced the resumption of dialogue. 

Provincial, legislative and presidential elections are expected to take place in October 2014. Non-

political violence and crime have also declined during 2014. 

2.1.2 Mozambique’s recent macroeconomic performance has been robust and the medium-

term outlook is positive despite some risks. Since 1992, Mozambique’s economic growth has been 

in excess of 8% per annum. Inflation has remained at low levels during that time.  GoM’s prudent 

macroeconomic management and policy reforms have been supported by successive International 

Monetary Fund (IMF) programs and GBS operations by development partners. The Second Review 

under the IMF’s Policy Support Instrument (PSI) 2013-2015 was completed in May 2014, with all 

assessment criteria and all but one indicative target (priority sector spending) having been met.
1
 

Structural benchmarks were also met, albeit with minor delays. The country’s credit rating is B 

(Moody’s) and outlook is stable. However, there are risks, including from exogenous shocks (mainly 

natural disasters and price fluctuations for tradables – notably gas and coal) and financing risks for 

mega-projects in its extractive industries (Annex III). 

2.1.3 High growth is expected to continue in the medium term. Real GDP growth reached 7.1% 

in 2013, despite the global economic context and various adverse circumstances (including severe 

floods early in 2013). Growth is estimated for 2014-2016 at 8%-8.3%, spurred by extractive 

industries (38.2% in 2013, mostly driven by an expansion in coal mining production) as well as 

agriculture, transport and communications, financial services and tourism. In contrast, agriculture, 

which still represents 80% of employment and about 25% of total GDP, grew below average at 5%, 

and at  just 1.8% for family-based agriculture, the latter due to chronic low levels of productivity.   

2.1.4 Monetary policy has been effective in keeping inflation under control. Average inflation 

in 2013 (at 4.2%) was above the 2012 level of 2.1%, but below the Bank of Mozambique’s (BoM) 

medium-term target (5-6%). It is expected to remain in that range through 2019, despite regional 

inflationary pressures as well as risks to the monetary and fiscal stance. The real effective exchange 

rate has been relatively stable since late 2011, due to targeted interventions to mitigate volatility. A 

nominal appreciation of the Metical against the South African Rand has helped contain inflation. 

Credit growth, at 28.7%, is slowing down. Monetary policy transmission mechanisms are still weak, 

as demonstrated by the limited impact of the BoM’s reductions in deposit and lending rates in 2013 

on relevant commercial rates. This underlines the importance of further financial sector reforms to 

promote competition, transparency, and financial inclusion to stimulate lending to productive sectors. 

2.1.5 Fiscal performance is solid but exposed to risks. Fiscal performance is solid but exposed to 

risks. In recent years, the overall fiscal deficit has been below 4.5% of GDP. However, the 2014 

budget (as amended by a draft supplementary budget) envisages the overall deficit after grants to rise 

to 9.2% of GDP (from 2.8% in 2013). This reflects a rise in total expenditure from 35.6% to 41.6% 

                                                 
1
  The authorities asked, and obtained, modification of three assessment criteria and two indicative targets for June 

2014 to account for revised projections that reflected receipt of windfall revenues in March 2014 and required a 

supplementary budget. 
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in 2014, reflecting mainly three one-off outlays: (i) the direct costs of the 2014 elections with an 

expanded wage bill, caused by an increase in electoral staff resulting from the agreements under the 

on-going dialogue between GoM and the opposition; (ii) an increase in public investment from 

13.5% in 2013 to 16% of GDP in 2014, needed to address the country’s significant infrastructure 

gaps as well as to facilitate the exploitation of the vast natural resources; and (iii) the incorporation 

into the budget of about USD 300 million as an estimate of the quasi-fiscal portion of the EMATUM 

transaction.
2
  GoM, however, also benefited from a windfall revenue of USD 520 million (3% of 

GDP) from recent sales of shares in gas projects, a windfall that contributed to partially off-setting 

the deficit. The residual deficit will be financed by external sources.  

2.1.6 The stock of public debt is expected to reach 57% of GDP in 2014 (compared to the sub-

Saharan African average of 36%). An updated debt sustainability analysis (DSA) carried out by 

GoM, with support from the IMF and the World Bank in April 2014, confirmed the sustainability of 

the current expansionary borrowing stance (with a moderate risk of debt distress), assuming some 

fiscal consolidation beginning in 2015. Over the medium term, the DSA concluded that an overall 

annual primary deficit of 5-6% and small domestic surpluses would be most appropriate, prior to the 

envisaged large scale production of natural gas during 2018-2020. These trends need to be managed 

carefully, to ensure debt public remains sustainable and does not crowd out priority spending.  GoM 

agrees that some consolidation will be needed in 2015, in particular bringing down the wage bill to 

8-9% of GDP, and adjusting the levels of capital expenditure closer to the Sub-Saharan African 

average of about 10% of GDP. The IMF has completed a comprehensive Fiscal Risk Assessment and 

GoM is committed to adopting measures to minimize the identified risks (including a new Fiscal 

Risk Unit and a stronger link between investment planning and DSA tools). The MTFF outlook 

remains positive as the underlying causes of the 2014 spending increase are largely one-off factors, 

revenue collection efforts are expected to continue, and capital expenditure is forecasted to decrease.  

2.1.7 Remarkable progress in domestic resource mobilization is reducing aid dependence. 

Total revenue is budgeted to remain at the 2013 level (27% of GDP), building on a successful 

domestic resource mobilization (total revenue represented just 13.4% of GDP in 2005). Tax revenue 

(that excludes capital gains, tax windfalls, and royalties) is projected to increase by about 1% of GDP 

in 2014, due to tax administration changes in the tax code (including tax equalization across financial 

instruments). This performance has allowed GoM to reduce significantly the budget’s dependence on 

official aid to about 34% in 2013, from 74% in 2000 and 58% in 2009. 

2.1.8 A substantial, though largely foreign direct investment (FDI) financed current account 

deficit needs to be monitored closely. The external current account deficit, which had been 20% of 

GDP in 2010 (before the start of mineral and hydrocarbon mega-projects), rose to 39% of GDP in 

2013 and is expected to reach 46.9% in 2014, reflecting large imports associated with FDI in mega-

projects since 2011 (about USD 5 billion in 2013 alone). Including FDI-financed imports, 

Mozambique’s international reserve coverage has stabilized at some 2.5 months of imports (or 4.5 

months excluding mega-project-related imports) since 2010, although a downward trend is expected 

after 2015 given anticipated slowdowns in FDI inflows to reconstitute reserves.  

 

Table 1: Key Macroeconomic Indicators 2012-2016 

(In per cent of GDP, unless otherwise indicated) 2012 
2013 

Est. 

2014 

Proj. 

2015 

Proj. 

2016 

Proj. 

Annual GDP growth 7.2 7.1 8.3 8.2 8.2 

Inflation rate (CPI, average) 2.1 4.2 4.6 5.6 5.6 

Fiscal balance (after grants)  -4.1 -2.8 -9.2 -7.5 -6.6 

  Total revenue and grants 28.7 32.9 32.5 29.2 29.2 

  Total expenditure and net lending 32.6 35.6 41.6 36.6 35.8 

                                                 
2
  EMATUM, a publicly-controlled tuna fishing venture, issued USD 850 million in bonds (representing 6% of GDP) 

with a sovereign guarantee in September 2013. The bonds are to finance a new fishing fleet, as well as coast guard 

vessels and maritime security system, in a quasi-fiscal operation now regularized. 
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      Of which: capital expenditure 12.3 13.4 15.9 13.5 13.1 

External current account balance (incl. official grants) -45.4 -39.5 -46.9 -47.0 -43.8 

International reserves (in months of imports).  2.6 2.5 2.6 2.5 2.2 

    Public external debt 36.9 44.2 49.2 51.4 52.3 

    Public domestic debt (including T-bills) 5.8 8.9 7.3 6.9 6.0 
 Sources: IMF staff report, April 2014. 

2.1.9 Human and social development indicators in Mozambique point to a pressing need for 

inclusive growth. Despite the robust macroeconomic performance, poverty rates have stagnated 

between 2003 and 2009 at around 54%, while income inequality has grown (Gini coefficients of 41% 

and 45% in 2012 and 2013, respectively). Mozambique’s HDI has grown only marginally from 0.322 

to 0.327 between 2012 and 2013 (still the world’s second lowest score), although the country is on 

track to meet five of the eight MDGs, with significant progress in another two (child mortality and 

access to water and sanitation; Annex V). Challenges remain in several areas, including poverty 

incidence, illiteracy, and access to basic services. While spending in priority sectors (education, 

infrastructure, governance, agriculture, and health) has increased from 54.9% to 66.1% of total 

expenditure between 2009 and 2013, poor service quality and inefficiencies in public expenditure 

have slowed progress in outcome indicators. Service delivery issues, in health and education for 

example, include limited consideration of value for money, deficient oversight and governance 

issues. Overall, gender inequality is still high, with the Gender Inequality Index of 0.653 in 2012 

ranking the country 139
th 

out of 148. However, Mozambique fares relatively well in terms of women 

in positions of influence, with 39% female participation in Parliament, while the primary education 

balance is close to a one-to-one ratio of boy/girl enrolment. The country has also made good progress 

in terms of women economic empowerment. Labor force participation by women (87%) in 2013 was 

slightly higher than by men (83%), although unemployment, salary, and access to credit show 

significant gender gaps. A comprehensive analysis of the gender situation is provided in Technical 

Annex VI as part of a broader gender mainstreaming analysis.  

2.1.10 Mozambique’s nascent coal and natural gas extractive industries have enormous 

economic potential but challenge the economy’s competitiveness. Until recently, these industries 

have played a minor role in the Mozambican economy and GoM revenue,
3
 but the projected 

acceleration of both coal and gas production is likely to dwarf conventional macroeconomic 

indicators, given the expected boom in resource flows.
4
 Mega-project-related revenue represented 

15.7% of total revenue in 2013, or 250% more than in 2012. Annual fiscal revenues could increase to 

USD 2-4 billion from  coal and USD 5-10 billion from  gas, which could triple government revenue 

in 2013 (to about USD 4 billion). International experience has shown that, without corrective 

measures, the economic impact of such a surge in revenue inflows may be highly distortive for the 

non-oil sector, consigning it to a much lower growth rate and making it uncompetitive. Therefore, 

Mozambique urgently needs to put in place safeguards against this “Dutch disease” in the form of (a) 

strengthening economic competitiveness and diversification of the non-extractive sector; and (b) 

building absorption capacity in public finances, including a framework to manage inflows efficiently 

and effectively throughout the exploitation cycle. There is still a window of opportunity to achieve 

this, given that the process for negotiations of exploitation contracts has been slow, because of delays 

in approving urgently needed legislation for the extractives sector. Nonetheless, the balance of 

payments is already being significantly altered by the impact of the mega-projects, which in 2015 – 

2020 will show their exponentially increasing effects. The country needs to bring the extractives 

sector into full fruition, which explains GoM’s fiscal stance and emphasis on infrastructure 

development. Adoption of the already drafted new mining and hydrocarbon legislation, and related 

                                                 
3  

In 2013, extractive industries only represented 2.1% of GDP. Traditional activities consisted of small-scale bauxite, 

gold, and iron mining, and limited natural gas exploitation began in 2004. 
4  

Coal production is projected to increase substantially over the coming decade as necessary infrastructure projects are 

completed; much of the natural gas industry is still in the exploratory phase, but as of October 2012 Mozambique’s 

natural gas reserves were estimated at 130 trillion cubic feet, greater than those of Norway, with an estimated value 

of various hundreds of billions of dollars. Confirmed coal deposits are estimated at 32 billion tons, which could place 

Mozambique amongst the world’s top producers. 
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fiscal regimes and regulations, would help develop Mozambique’s natural resources in a disciplined 

and sustainable manner by creating an attractive environment for investment while maximizing 

revenue collection and encouraging the use of these resources for economic development.  

2.1.11 PFM improvements have taken place in many areas, but challenges remain. Public 

Expenditure and Financial Accountability (PEFA) indicators improved between 2006 and 2010.
5
 

Structural and institutional reforms have been carried out to improve revenue collection as well as 

expenditure management. Recent improvements include: (a) the rollout of an internet-based 

integrated financial management and information system (Sistema de Administração Financeira do 

Estado, e-SISTAFE) across departments to 77% of GoM, units as well as the expansion of its 

functionalities; (b) the creation of a Treasury Single Account; (c) improvements in the capacity of the 

external audit body (Tribunal Administrativo, which has expanded its coverage and improved its 

reviews of  GoM’s accounts); and improvements at the internal audit body, the General Inspectorate 

of Finance (Inspecção Geral de Finanças, IGF), which now oversees about half of the central 

administration budget; (d) the strengthening of procurement systems, and (e) the introduction of 

various planning instruments (including a 3-year MTFF and an Integrated Investment Plan, IIP). 

Building on these PFM reforms, future actions should support effective implementation while 

shifting focus from treasury management to planning, transparency, and risk management 

addressing: (a) off-budget risks, including state-owned enterprises; and (b) the link between 

investment planning (including non-concessional financing for projects through PPPs and other 

instruments), debt sustainability, and GoM’s MTFF, with support from DPs. These areas are crucial 

for building absorption capacity ahead of the full-scale exploitation of natural resources. 

2.1.12 Governance in Mozambique has improved, but further reforms are needed to 

strengthen accountability and transparency. The country ranked 20
th

 in the 2014 Ibrahim Index of 

African Governance (IIAG), unchanged since 2010. Mozambique obtained a score of 30/100 (0 

being highly corrupt and 100 highly clean) in the 2013 Corruption Perception Index (CPI) but has 

improved its CPIA Governance overall score (clusters A-C) since 2010 (Technical Annex V). These 

improvements reflect implemented PFM reforms, as well as the enactment, between 2011-2013, of 

most of the “Anti-Corruption Package” (comprising legislation on public probity, whistle blower 

protection, and anti-money laundering). The reforms still needed are the revision of the Criminal 

Code and Criminal Procedure Code, which are awaiting parliamentary review. In 2012, Mozambique 

became EITI compliant, producing reconciliation reports since then. GoM is addressing governance 

challenges by focusing on the effective implementation of recent reforms, improving transparency 

and accountability in the use of public resources and enhancing the quality of public services, 

including through demand-side governance actions (e.g., service charters).
6
 

2.1.13 Further reforms of the business enabling environment are required to foster inclusive 

growth, diversification and competitiveness. Enterprise creation is key to encouraging structural 

transformation, engaging the more labor-intensive sectors of the economy and, ultimately, achieving 

broad-based development and poverty reduction. According to official statistics, some 265,000 jobs 

were created in the formal sector in 2013, of which only about 20% benefited women, as extractives-

related sectors predominantly employ men. This falls short of the estimated 300,000 jobs needed 

annually to limit unemployment levels (estimated at 22.5% in 2013), and contributes to widening the 

gender inequality gap. Youth unemployment for both men and women (about a third of total 

unemployment) is of particular concern in the context of social stability, as half of Mozambique’s 

population is less than 18 years old. Since extractive industries have limited scope for creating 

employment, PSD in other areas, especially MSMEs, is indispensable for increasing business 

opportunities. Key sectors to target are services, tourism and agriculture (accounting for over 80% of 

total employment), and linkages with megaprojects.   

                                                 
5  

See PEFA scores in Technical Annex IV. A new PEFA exercise is expected during 2015. 
6
  Service charters contain the type of services to be provided by the institution; how to access the services and obtain 

information about them; maximum waiting time for the services; and the payments to be made and rates charged. 
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2.1.14 Despite GoM’s efforts, competitiveness and Doing Business indicators still need 

considerable improvement, while access to finance remains the top constraint to private sector 

development. Reforms have been introduced under the Strategy for Business Environment 

Improvement (Estratégia para a Melhoria do Ambiente de Negócios, EMAN I, 2008-2012), 

including a simplified licensing regime in 2012 and expansion of the One-Stop Business Shop 

(OSBS) network. However, key challenges persist regarding access to finance, corruption, and 

bureaucratic barriers to business activities (the top three obstacles as highlighted in the 2013-2014 

Global Competitiveness Report, GCR). The 2014 Doing Business Report (DBR) recorded an 

improvement in the country’s Ease of Doing Business, ranking it 139
th

/189, slightly above the sub-

Saharan African average (142
nd

), compared with 142/189 in 2013. Comparatively strong 

performance is in protecting investors (52
nd

) and dealing with construction permits (77
th

), a move up 

46 in the ranking compared to 2013. The two weakest indicators are getting electricity (172
nd

) and 

registering property (152
nd

), while access to credit is still only at 130
th

. In addition,  there is room to 

streamline procedures for starting a business (95
th

), which partly explains the large informal sector in 

Mozambique. Firm-level surveys, including one for industrial firms by the Ministry of Planning and 

Development (MPD) in 2012, and an earlier 2007 World Bank Enterprise Survey, show the 

importance of boosting business entrepreneurship. Mozambique’s economic competitiveness has 

been deteriorating over time. The country ranks 137/148 in the 2013-2014 GCR, a one position 

improvement over 2013 but six places below 2011. The causes are persistent regulatory constraints, 

weak human development and limited financial market development.  

2.1.15 Access to finance remains the most significant constraint to private sector development, 

especially amongst domestic MSMEs (Technical Annex X). The Mozambican banking sector is 

highly profitable, with an average return on equity of about 40% in recent years. Meanwhile, total 

credit expanded from 13.2% of GDP in 2005 to 32.9% in 2013, above the levels of Malawi, Angola, 

Tanzania, and Zambia (which range between 28.4% and 18.9%). However, this contrasts with very 

low levels of financial inclusion, as just 22% of the population had access to financial services (both 

formal and informal) in 2009 and only 12.7% to formal banking services. Access deficiencies are 

particularly acute in rural areas. A 2012 survey of MSMEs revealed that only 25% benefit from 

financial products or services, while only 5% of MSME owners declare having borrowed money, 

mostly from family and friends. High interest rates (22% per year on average)
7
 and onerous collateral 

requirements are key barriers. A survey on female financial inclusion suggests that those barriers, 

together with the absence of suitable financial products, affect women and female entrepreneurs 

disproportionately (only 7% of business women in urban areas and 5% in rural areas use banks). 

2.1.16 Against this background, the key development challenge for Mozambique is to enhance 

the inclusiveness and sustainability of growth. Mozambique’s medium-term economic and social 

outlook will be affected by the resource boom expected as of 2020, which will give rise to significant 

challenges in terms of GoM’s fiscal absorption capacity, economic competitiveness, and, ultimately, 

the inclusiveness and sustainability of growth. The specific development challenges that  the present 

operation will contribute to addressing are: (a) to continue strengthening the existing PFM and 

governance systems, while emphasizing fiscal transparency, and accountability; (b) to strengthen the 

existing frameworks for the efficient and sustainable use of Mozambique’s vast natural resources in 

anticipation of a surge in exploitation; and (c) to promote  inclusive  growth and competitiveness of 

the economy by supporting  diversification beyond megaprojects, notably through SME development 

and job creation.  

  

                                                 
7
  For comparison, the Treasury t-bill 90-day rate is 5.2%, i.e. a very similar 22.48% at a compounded annual rate.  
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2.2 Government Overall Development Strategy and Medium-term Reform Priorities 

GoM is strongly committed to poverty reduction, and inclusive growth. Mozambique’s 

third poverty reduction strategy, the PARP, is fully consistent with the long-term vision of Agenda 

2025 and the five-year plan (Plano Quinquenal do Governo) 2010-2014, which is focused on (i) 

improving the business environment; (ii) creating a strong, dynamic and competitive private sector; 

and (iii) improving public services. A flexible instrument, with clearly defined indicators, the 

PARP’s main objective is to reduce the poverty rate from 54.7% in 2009 to 42% in 2014. A 

comprehensive Household Survey is being prepared during 2014, to be finalized in 2015, to evaluate 

the impact of the PARP on poverty reduction as the basis for a successor program. Under the PARP, 

the Government has identified three priority areas and two cross-cutting pillars (Box 1) that reflect 

extensive stakeholder consultations. Overall, 61% of the 33 indicators evaluated have been met and a 

further 24% has experienced progress. In view of the upcoming elections and the time needed to 

prepare a successor poverty reduction strategy, GoM has decided to extend the PARP until end-2015. 

In addition to the PARP, the GoM reform agenda is embodied in the 2014-2016 MTFF and a series 

of longer-term sectoral strategies, including the EMAN II 2013-2017, FSDS 2013-2022, and Green 

Economy Action Plan of April 2013 (prepared with Bank support).  

2.3 Bank Group Portfolio Status  

As at end-December 2013, the Bank Group portfolio consisted of 16 ongoing operations 

with a total commitment of UA 424.6 million (Technical Annex IX). Of this amount, UA 144.0 

million has been disbursed, representing an average disbursement rate of 33.91%. The average 

project age since approval is 2.69 years. Transport is the largest sector, with about 48% of the 

approved amounts, followed by Agriculture (17%), Multi-sector, i.e., budget support (14%), Power 

(9%), Industry/Mining/Quarrying (6%), and Water Supply and Sanitation (6%). The portfolio 

contains no ageing operations. Projects-at-Risk (PAR) represent 6% and Commitments-at-Risk 

(CAR) 3% of the overall portfolio. There is one potentially problematic project, and three slow 

disbursing operations. The Average Implementation Progress (IP) score is 1.78 and Development 

Objectives (DO) is 2.68.  

III. RATIONALE, KEY DESIGN ELEMENTS, AND SUSTAINABILITY 

3.1 Link with the CSP, country readiness assessment, and analytical works underpinnings  

3.1.1 The EGIGP is fully aligned with the Bank’s Country Strategy Paper (CSP) 2011-2015 

and broader strategic framework. The EGIGP supports the 

strategic objectives of the second pillar of the CSP (Governance 

in Support of Inclusive Growth) as well as the Bank’s Ten-Year 

Strategy (TYS), the PSD Strategy (2012-2017), the Governance 

Strategic Framework and Action Plan 2014-2018 (GAP II), and 

the recently approved Gender Strategy 2014-2018. The EGIGP 

will make a positive contribution to realizing the CSP’s results-

based logical framework (RBLF) by strengthening PFM systems, 

and improving scores in Doing Business indicators. The 

operation will deliver key reforms, in line with the TYS, related 

to promoting greater transparency and accountability in the use of 

public resources and creating greater opportunities for 

employment, particularly for women and youth. The EGIGP supports two of the five core 

operational priorities under the TYS: governance and accountability, and PSD. Furthermore, the 

EGIGP will deliver tangible outcomes in line with GAP II Pillar 1 (Public Sector and Economic 

Management, with a special focus on accountability and demand-side governance), and Pillar 3 

(Investment and Business Climate), with special attention to the cross cutting themes of anti-

corruption and gender.  

3.1.2 Mozambique meets the Bank Group PBO eligibility criteria. The EGIGP will be 

implemented in the context of macroeconomic and political stability, strong GoM commitment to 

Box 1: PARP Strategic Pillars 
 

The PARP 2011-2014 has three 
priority areas:  
(i) increase production and 
productivity in agriculture and 
fisheries;  
(ii) promote employment; and  

(iii) foster human and social 

development.  

Its two cross-cutting pillars are:  

(i) good governance and  
(ii) macroeconomic management 
and public finances. 
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reform and poverty reduction  through a comprehensive PARP and  sector reform strategies, 

manageable fiduciary risks (as identified by a  Fiduciary Risk Assessment, FRA), and strong 

harmonization amongst G-19 DPs (see Annex VI).  

3.1.3 The EGIGP is underpinned by a wide range of analytical studies. The key conclusions 

and recommendations arising from this analytical work (including Bank-sponsored reports and 

studies) are: (a) budget support in Mozambique has enhanced budget predictability (allowing  GoM 

to expand development spending while reducing recourse to domestic borrowing) and delivered 

concrete results in key areas, including PFM, governance, and social sectors (e.g., education); (b) 

budget support is still needed to cover budget gaps, even with improving domestic resources; (c) 

greater inclusiveness of reforms must ensure that economic growth will reduce poverty, with better 

income distribution and broader development (with specific attention to impact on women and 

youth); and (d) greater focus should be placed on actual implementation and results monitoring of 

reforms. Technical Annex VII lists the main studies that informed the preparation of EGIGP. 

3.2 Collaboration and Coordination with other DPs 

3.2.1 Coordination and collaboration amongst DPs in Mozambique is highly harmonized 

under the G-19 budget support donor group.
8
 The MPD formulates aid policy for  GoM and 

recently agreed with the G-19 to extend the  2009 Memorandum of Understanding (MoU) until 

September 2015, in parallel with extending the PARP (until end-2015). A common PAF is aligned 

with the PARP (Technical Annex I), which informs individual DPs’ GBS programs. In addition, 

DPs and GoM jointly monitor “areas of special attention” linked to specific reforms. Policy dialogue 

takes place at both the political (Head of Mission/Minister) and technical levels (through working 

groups). The PAF cycle is based on a planning exercise in September/October (when PAF indicators 

are defined for the following year) and a review exercise in April/May (when performance in the 

previous year is assessed). The Bank plays an active role in the Economist Working Group, Private 

Sector Group, and Budget Analysis Group, among others. 

3.2.2 The EGIGP’s RBLF, as well as prior actions and indicative triggers, have been drawn 

from the PAF and GoM’s strategic framework.
9
 Alignment with the PAF and areas of special 

attention will ensure country ownership and harmonization with other development partners.  

Crucially, the implementation of key EGIGP reforms will be supported by technical assistance (TA) 

and capacity building from other DPs, including: (a) DfID (procurement and financial sector 

reforms); (b) the World Bank (EMAN II and FSDS implementation , public investment framework); 

(c) Sweden (on governance and PFM, with a special focus on external control); (d) GIZ (competition 

policy and SMEs); and (e) the IMF (fiscal transparency and PFM reforms). Coordination amongst G-

19 DPs to exploit synergies between GBS and these parallel TA interventions is strong. 

3.2.3 Key stakeholders have been consulted during EGIGP preparation. EGIGP appraisal 

included consultations with key program beneficiaries, including GoM agencies and departments 

implementing reforms as well as the private sector and civil society (including women 

organizations). Meetings were also held with the main DPs providing GBS (World Bank, EU, DfID, 

and Sweden). Finally, the appraisal benefited from broader consultations in the context of the G-19-

GoM 2014 Annual Review, including a “Development Observatory” (a platform interacting with 

civil society). 

  

                                                 
8 
 The G-19 Group is currently composed of 16 members: the AfDB, Austria, Canada, Denmark, the EU, Finland, 

France, Germany, Ireland, Italy, Norway, Portugal, Sweden, Switzerland, the UK, and the World Bank. Two 

associate members, the United States and United Nations, participate in the budget support group policy dialogue but 

do not provide budget support. In addition, the IMF is an ex-officio member of the budget support group. 
9 
 The indicative triggers for the subsequent two years of the EGIGP will be adjusted based on any possible 

modifications on the PAF indicators or the broader framework. 
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3.3 Outcomes and Lessons of Past and On-going Similar Operations  

Lessons learned from past operations have been incorporated into the design of the 

EGIGP. The EGIGP builds on the successful implementation of the five previous GBS operations, 

and most notably the GPSE (2011-2013). Main lessons learned include the: (a) need to focus on 

high-priority measurable indicators closely aligned with the PAF; (b) importance of close 

supervision and development partners’ coordination; (c) need for greater flexibility, specifically 

through a programmatic approach that adapts to changing circumstances during the program period; 

(d) importance of consolidating progress in PFM and stepping up efforts for PSD, where 

achievements have been more modest. The EGIGP builds on the core priorities of the GPSE 2011-

2013 (i.e., public sector efficiency, accountability and transparency as well as an improved 

environment for business and job creation) by deepening and broadening the reform agenda with 

greater emphasis on effective implementation. The Bank PCR rated the GPSE as Satisfactory in all 

four dimensions, with an average of 3.29/4. Technical Annex III describes the GPSE’s main results 

and lessons learned. More broadly, the EGIGP builds on the lessons identified in a study 

commissioned by the EU on GBS operations in Mozambique since 2005.
10

 The study documents 

substantial progress in PFM and governance reforms brought about by GBS-led policy dialogue, and 

calls for greater attention to poverty reduction, including through “a conducive climate for business 

and employment growth.” 

3.4 Relationship to On-going Bank Operations 

The EGIGP has strong links with recent, on-going, or planned Bank projects in 

Mozambique. It builds on the Bank’s previous intervention in Mozambique’s financial sector 

through supply-side reforms under the Financial Sector Technical Assistance Project (FSTAP), with 

notable results in anti-money laundering and financial supervision. The EGIGP will complement 

those achievements with demand-side reforms focusing on financial inclusion. It has strong synergies 

with other  existing or planned interventions through, inter alia, (a) better investment planning 

benefiting infrastructure projects in transport, energy, and water; (b) a more conducive sector 

governance for current and potential projects in mining and hydrocarbons; (c) financial sector 

reforms complementing a proposed line of credit for SMEs; and (d) an emphasis on inclusiveness 

(including gender mainstreaming) consistent with parallel interventions on women entrepreneurship 

skills, SMEs and agriculture and rural development. The EGIGP is also building on Bank non-

lending activities, including policy advice on domestic resource mobilization as well as the gas and 

mining sectors. Finally, the Bank will engage in policy dialogue for mainstreaming green growth into 

the PAF, which would facilitate  a more direct link between EGIGP II and III and other Bank 

interventions , including the planned TA to develop a Renewable Energy Feed-in-Tariff (REFIT) 

policy for green small-scale investments. 
 

3.5 Bank’s Comparative Advantages and Value Added 

 The EGIGP builds on the Bank’s vast experience in Africa, its track-record in 

Mozambique, and it’s standing as a trusted regional partner. This allows the EGIGP to promote 

dialogue, including on sensitive issues such as preparing mitigating measures for the “Dutch 

disease”, and explains why financial contributions from the Bank have a great impact compared to 

the relatively modest resources provided. The Mozambique Field Office (MZFO) staff have solid 

expertise in macroeconomics and extractives, among others, which enables the Bank to take the lead 

in policy dialogue in many areas of intervention. The Bank will also exploit its comparative 

advantage based on (a) its solid track-record in support of  key sectors covered by EGIGP reforms 

(e.g., financial sector and EITI implementation); (b) its active participation in the G-19 and key 

working groups (see Section 3.2.1); and (c) its experience in GBS and policy dialogue across Africa 

                                                 
10

  European Commission et al., Independent Evaluation of Budget Support in Mozambique - Final Report - Volume 

One, 2014. 
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in the core priorities of this operation (i.e., PFM, PSD, and natural resource management, the latter 

strengthened by the creation of the African Natural Resource Center, ANRC). 

3.6 Application of Good Practice Principles on Conditionality and Country Readiness 

Assessment 

 Good practice principles on conditionality have been applied. The EGIGP seeks to 

implement only actions and objectives embedded in the PAF and GoM strategic policy documents, 

thus ensuring country ownership as well as transparent monitoring and evaluation. Policy actions and 

conditionality have been based on GoM priorities and country context, focusing prior actions and 

triggers on critical measures relevant and achievable within the program’s timeframe (see Technical 

Annex II). In addition, the programmatic approach adopted ensures predictability, mirrors the PAF 

cycle, creates a medium-term platform to support policy dialogue, and adapts to potential changes in 

country conditions (e.g., a new PARP or similar instrument after 2015). The disbursement modality 

(a yearly disbursement under each operation) has been retained to align with the PAF cycle and 

reduce transaction costs.  

3.7 Application of Bank Group Non-concessional Borrowing Policy 

 The proposed operation fully complies with the principles of the Bank Group policy on 

non-concessional borrowing and debt accumulation. Specifically: (i) there is strong partnership 

and coordination with multilateral and bilateral DPs; (ii) measures are effective and implementable; 

and (iii) only concessional financing is being considered. 

IV. THE PROPOSED PROGRAM AND EXPECTED RESULTS 

4.1 Program Rationale, Goals, and Objectives  

4.1.1 The EGIGP’s rationale responds to the four main development challenges facing 

Mozambique: (a) enhancing the inclusiveness and sustainability of growth to ensure that the  

notable macro-economic performance has a tangible effect on poverty reduction and participation by 

vulnerable groups  (particularly  women and youth); (b) consolidating recent reforms in  good 

governance and transparency, PFM systems, and natural resource management to ensure the 

country’s preparedness in terms of  absorption capacity ahead of large-scale gas production; (c) 

ensuring  efficient and effective pro-poor spending; and (d) creating the conditions for economic 

diversification and job creation through an improved business enabling environment. The EGIGP 

will support GoM’s efforts to enhance inclusive growth through greater political and economic 

inclusion. First, greater fiscal transparency and demand-side governance interventions, emphasizing 

accountability and transparency, will enhance public trust and participation in service delivery and 

build social cohesion. At the same time, improved governance and participation in natural resource 

management will enhance inclusiveness and social cohesion. Second, stronger PFM systems will 

improve spending efficiency for much needed infrastructure and public service delivery in the social 

sectors. Finally, PSD reforms will broaden economic opportunities by streamlining regulations, 

enhancing financial inclusion, and building capacity for creating new enterprises and jobs, especially 

for women and youth.  

4.1.2 During the next three years, GoM needs to adopt policies to make Mozambique’s 

economy more resilient and inclusive. Rising natural resource rents can help address the country’s 

infrastructure deficit and other development challenges. However, given the country’s limited 

absorption capacity, the expected large increases in financial resources need to be managed skillfully, 

so as to avoid putting undue pressure on domestic resources as well as salaries that would seriously 

distort macroeconomic equilibrium, especially in the fiscal sector. Excess demand for skilled labor 

would increase all wages, making the non-oil economy uncompetitive and actually lead to job 

losses—the opposite of what is intended. Therefore, extractive sector revenues need to support the 

non-extractive sector through diversification of activities and efficient investments in infrastructure. 

The window of opportunity before extractive sector revenues begin flowing at a significant rate is 

shrinking. At least until 2018-2020, predictable external financing through GBS remains a key tool, 
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and opportunity, to support urgently needed public investments as well as encourage critical policy 

reform while GoM continues to strengthen domestic resource mobilization.  

4.1.3 Against this background, the EGIGP’s development objective is to promote inclusive 

and sustainable growth in Mozambique by (a) consolidating transparent and accountable PFM and 

natural resource management frameworks; and (b) improving the enabling environment for private 

sector development. The EGIGP’s operational objective is to support GoM’s efforts to promote 

sustainable growth by consolidating PFM reforms, improving governance in the extractive sector, 

and invigorating the private sector, in particular domestic MSMEs. 

4.2 Program Components and Expected Results 

4.2.1 The EGIGP is structured around two complementary and mutually reinforcing 

components focusing on governance, namely (1) Consolidating Transparent and Accountable PFM 

and Natural Resource Management Frameworks; and (2) Improving the Enabling Environment for 

Private Sector Development. Consistent with the GoM-G-19 framework, measures under the three 

EGIGP annual phases include actions from the joint PAF and areas of special attention that are to be 

adopted during 2014-2016. This Report presents the outputs (i.e., measures) supported by the EGIGP 

Phase I and outlines the priorities for EGIGP II and III. A set of outcome indicators to be assessed at 

end-2016 will be used for the entire program (see Results-Based Logical Framework).  

Component 1: Consolidating Transparent and Accountable PFM and Natural Resource 

Management Frameworks 

4.2.2 Context and Recent Government Actions: Mozambique has made important progress in 

PFM and natural resource management, but further efforts are needed to strengthen efficiency 

and governance. The expected surge in the exploitation of gas reserves as of 2020 and the resulting 

massive financial inflows, as well as the need to reinforce the inclusiveness of growth, call for 

stronger transparency, accountability and efficiency in managing public resources. Important 

progress has been achieved in governance and PFM, including through (a) the roll-out of service 

charters (introduced in April 2013) to empower public service users; (b) the publication of an initial 

IIP in October 2013 and the creation of a project selection committee; (c) improvements in the direct 

payment of salaries through e-SISTAFE,; (d) the adoption of Decree 60/2013 of November 29, 2013 

to strengthen the IGF; (e) an IT system to monitor the implementation of the Tribunal 

Administrativo’s recommendations on the state accounts; and (f) a Medium-Term Debt Management 

Strategy (2012-2015). Delays have occurred in implementing the Anti-Corruption Package, in 

particular the Public Probity Law, but GoM intends to accelerate this process in 2014. Furthermore, 

EMATUM sovereign guarantee calls for a strengthening of investment planning and monitoring of 

fiscal risks. Partly in response to those concerns, GoM adopted a Fiscal Transparency Action Plan 

(FTAP) in March 2014, in coordination with the IMF, to strengthen governance of fiscal resource 

flows. Reform priorities targeted under the FTAP include: (i) budget credibility and predictability; 

(ii) management of fiscal risks (in particular off-budget activities by SOEs as well as investment 

planning and monitoring); (iii) expenditure controls; (iv) value for money in spending; and (v) 

follow-up on audit recommendations.  

4.2.3 The Government is undertaking major reforms in the extractive sector. Following a 

three-year participatory validation process, Mozambique achieved EITI compliance in 2012. Since 

then, GoM has adopted a transparent, inclusive and efficient management of the country’s natural 

resources. EITI reconciliation reports have been published in a timely manner. In late 2013, Cabinet 

approved draft legislation to revise the mining and hydrocarbons legal framework that allows more 

transparency in both sectors, including as regards contracts and the rights and obligations of private 

operators. Also in 2013, GoM launched a public consultation to revise the sectors’ fiscal regimes so 

as to provide adequate incentives for investors, while maximizing the economic and fiscal returns 
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from those resources for the country.
11

 In March 2014, the EITI reconciliation report covering 2011 

was published. Finally, the 2013 budget was the first to take the significant measure of earmarking 

2.75% of revenues generated by these activities to projects benefitting local communities.  

4.2.4 Program Measures: Against this background, EGIGP’s component 1 focuses on three 

priorities in PFM and natural resource management: (a) enhancing budget transparency and 

credibility; (b) enhancing accountability and citizens’ participation/demand-side governance; (c) 

improving extractive industries governance.  

4.2.5 First, strengthening of fiduciary systems will enhance budget credibility. Key FTAP 

actions supported under the EGIGP I include (a) the publication of a revised IIP which covers 

financial information for projects with identified financing and a stronger link with DSA exercises; 

(b) the adoption of draft legislation on SOEs (focusing in particular on the many SOEs that are 

operated under commercial law); (c) the operationalization of a procurement functionality in the e-

SISTAFE system and the definition of the profiles for staff working in procurement units, with 

technical assistance and capacity building from other DPs (DfID in particular); (d) greater efficiency 

in internal and external controls by the IGF and Tribunal Administrativo (with an emphasis on 

follow-up to audits); and (e) the publication of financial reports for the largest SOEs in both the 

national gazette and newspapers as a key instrument to monitor off-budget risks. 

4.2.6 Second, demand-side governance interventions will enhance accountability and 

participation by citizens and CSOs. Supported actions in this area include (a) the publication of an 

improved version of the Citizen’s Budget; (b) the operationalization of the Public Probity Law (in 

particular regarding the submission of asset declarations by GoM officials – which is a fundamental 

measure to enhance transparency and prevent corruption in the public administration); and (c) the 

continued expansion of “service charters” across public institutions in central bodies as well as 

decentralized service providers. The strengthening of demand-side governance interventions will 

provide CSOs and individual citizens (including, in particular, women) an opportunity to engage in 

the design and monitoring of the efficiency and effectiveness of public spending.  

4.2.7 Third, the EGIGP I will support GoM in improving extractive industry governance 

ahead of the upcoming envisaged resource boom. Policy reforms will promote the transparent, 

inclusive, sustainable, and efficient management of the country’s natural resources. This includes 

incorporation of the 2013 EITI standards into the relevant Reconciliation Reports (2011 and 2012) 

and adoption by Cabinet of key draft legislation for the extractives sector, including the basic legal 

framework and fiscal regimes for mining and hydrocarbon activities. The revised sector laws are 

bringing transparency to the sector by requiring contract disclosure through publication in GoM’s 

gazette, while the new fiscal regimes clarify the calculation of royalties, rent tax, stabilization clauses 

and other variables. Finally, the EGIGP I will support GoM’s policy of reinvesting a portion of 

natural resource revenues in local communities, through the publication of the allocation of these 

resources in budget execution reports. This measure will enhance inclusiveness also from a spatial 

perspective, by supporting the areas of the country most impacted by natural resource exploitation. 

More broadly, these actions will be mutually reinforcing with those under Component 2, with a view 

to developing the extractive industries while diversifying the economy into more labor-intensive 

sectors and crowding in the private sector. These efforts will be complemented by the recently 

introduced local content policy aimed at maximizing value retention in the country. 

                                                 
11

  The GoM’s strategy in the extractive sector is molded by the desire to use the economic opportunities arising from 

exploitation while being aware of the need of succumbing to the “Dutch disease”. Transparency, accountability, 

management of expectations therefore are high on the list of policies being put in place, to safeguard the progress 

being made regarding inclusive growth, economic diversification, job creation, and environmental sustainability. The 

draft laws and regimes, therefore, contain special chapters regarding local content and capacity building to ensure the 

transfer of know-how to the national stakeholders. The legal framework has also been informed by lessons in other 

countries with a similar experience, including Angola, Ghana, and Uganda. [Source: Management of Resources and 

Optimization of Benefits Originating from Coal and Gas in Mozambique, AfDB-SARC, November 2013] 
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4.2.8 Going forward, and subject to adjustment during Program implementation, EGIGP II 

and III will deepen support for GoM’s FTAP and other transparency initiatives as well as for 

natural resource governance. Indicative triggers for these phases include revisions to the MTFF to 

strengthen the links with investment planning, further fiscal transparency in SOEs, the adoption of 

International Public Sector Accounting Standards (IPSAS), and enhanced budget transparency. 

Regarding extractives, in addition to the broadening and deepening of Mozambique’s EITI 

engagement, EGIGP will support the operationalization of the revised legal framework. 

4.2.9 Expected program outcomes under Component 1 include (a) an improvement in general 

governance standards (e.g., reduced corruption and improved resource governance – measured by the 

Bank CPIA scores and the Natural Resource Governance Index) and (b) a strengthening of 

accountability, transparency, management, and oversight of public resources, notably for budgeting, 

procurement and audit. These objectives will be reflected in an improvement in the above general 

governance benchmarks, as well as in the quality and efficiency of spending in priority sectors 

(agriculture, infrastructure, governance, and social services), measured as a reduction in deviations 

during budget execution. Impact in terms of inclusive growth is expected through both demand-side 

governance interventions and more efficient priority spending.    

Component 2: Improving the Enabling Environment for Private Sector Development  

4.2.10 Context and Recent Government Actions: GoM is implementing a comprehensive 

strategic framework for private sector development. To improve the business enabling 

environment, the Government since 2013 has implemented two strategies shaping the business 

reform agenda, namely: (a) EMAN II (2013-2017), focusing on simplifying business regulations and 

strengthening competitiveness through concrete legal and regulatory reforms; and (b) the FSDS 

2013-2022, aimed at fostering stability, access and long-term development funding targeting  at least 

one financial service for 35% of the population by 2022 (compared to 12% in 2009). Both strategies 

are under active implementation, as evidenced by the adoption of important measures, such as a 

simplified licensing regime (Decree 5/2012), a streamlined regime for commercial licensing (Decree 

34/2013, halving the number of procedures and days needed for a license), and the enactment of the 

Competition Law (Law 10/2013). In addition, in 2013, GoM instituted, through Decree 35/2013, a 

new apprenticeship program (estágios pre-profissionais) to promote access of graduates to the labor 

market.  

4.2.11 Addressing limited financial inclusion is a GoM priority. This constraint reflects both 

supply- and demand-side factors, including (a) limited financial literacy; (b) legal and regulatory 

shortcomings (e.g., mobile telephony payments were introduced in 2011 but their expansion is 

constrained by lack of  a full regulatory framework); (c) infrastructure and technological gaps 

restricting geographic penetration of financial operators; (d) limited access to collateral; (e) little 

credit information as well as weak credit enforcement and insolvency frameworks; and (f) low 

competition (almost 90% of total assets are in the three largest banks, with returns in excess of 30%). 

In April 2013, Cabinet approved the Financial Sector Development Strategy (FSDS) 2013-2022, 

aimed at removing the above constraints. Additional sector reforms have been supported by the 

FSTAP (co-financed by the Bank with other DPs). Key developments include the following: 

strengthening of banking regulations and supervision; improvements in the payments system and 

extension of the retail payments network; introduction of a legal and institutional framework for anti-

money laundering; adoption and dissemination of International Financial Reporting Standards 

(IFRS); alignment of the definition of nonperforming loans with international criteria as of January 

2014; and creation of a commodity exchange. Substantial progress has also been made in 

establishing a deposit insurance fund, and adopting a new Insolvency Law in 2013. 

4.2.12 The role of MSMEs is key to strengthening economic diversification and job creation, 

particularly for women and youth. As noted in Chapter 2, sustained economic growth is not 

generating enough jobs to meet labor supply. Business informality remains high and non-extractive, 

labor-intensive sectors are growing at a slower pace than the economy. The development of a vibrant 
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private sector is thus an indispensable component of a broader strategy for inclusive growth and 

poverty alleviation. MSMEs represent a major opportunity for job creation and economic 

diversification if the right policies are put in place. A recent FinScope survey on the MSME sector 

estimated that over 4.5 million people are MSME owners and employ a further 850,000. These 

MSMEs present low formalization (about 89% are not registered), are relatively new (with two thirds 

operating 5 years or less), possess little sophistication, and are constrained by many barriers, 

including limited financial inclusion and onerous regulations. MSME owners also tend to be young 

and located in rural areas (87%), while women represent 40% of business owners. Reforms aimed at 

MSME development are therefore likely to produce significant results in terms of inclusiveness. 

4.2.13 Program Measures: Component 2 will promote inclusive growth, job creation, and 

economic diversification by developing a competitive private sector, with an emphasis on 

MSMEs. EGIGP I will support the adoption of key GoM measures encapsulated in the above 

strategies and aimed at promoting a friendlier investment climate and expanded access to finance. 

EGIGP-supported actions focus in particular on (a) reducing administrative barriers to business 

creation and growth, while enhancing enterprise competitiveness; (b) implementing proactive 

measures to promote MSME development and job creation; and (c) broadening and deepening access 

to financial services. Program measures have been selected based on their potential for inclusive 

growth and, in particular, for women economic empowerment (see gender mainstreaming analysis in 

Technical Annex VI) 

4.2.14 First, the EGIGP I will support the implementation of key reforms to improve the legal 

and regulatory environment for business creation, growth and competitiveness. This includes in 

particular the (a) introduction of a single-form application, through Decree 80/2013, to consolidate 

the procedures for starting a business (registration, licensing, tax identification, statement on the 

commencement of activity, and workers’ social security registration – previously requiring 9 forms); 

(b) adoption of a new industrial licensing regime that will process  new MSMEs through streamlined 

procedures; (c)  decentralization of the licensing authority for MSMEs to municipalities, one-stop 

shops (Balcões de Atendimento Único, BAUs), and provincial governors; and (d) implementation of 

the 2013 Competition Law, through the adoption of the regulations and establishment of a new 

competition authority aimed at facilitating market entry and ensuring a level playing  field. These 

reforms are being implemented through EMAN II, and will be monitored under a new M&E system 

currently being finalized by the Ministry of Industry and Commerce. 
 

4.2.15 Second, proactive measures to strengthen MSME development and employment 

creation will complement the above regulatory measures. The EGIGP I will thus support the 

adoption, during 2014, of a new MSME strategy to replace the previous strategy for 2007-2012. This 

new strategy focuses on improving the business environment, enhancing the capacity of the MSMEs, 

increasing access to financial services, improving access to markets, and strengthening the 

implementation, monitoring, and coordination mechanisms for MSME-focused public policies. In 

addition, the EGIGP will support the creation of opportunities for MSMEs to benefit from public 

procurement through participation in small-scale procurement bids under Decree 15/2010, and the 

promotion of youth employment through the a new apprenticeship regime under the Employment 

Law, which eliminates various barriers to labor market participation (including a minimum work 

experience requirement) and provides tax incentives to employers of inexperienced workers. 

4.2.16 Third, the EGIGP I will also support the implementation of key FSDS policy measures 

aimed at addressing existing constraints to financial inclusion. In early 2014, GoM submitted 

draft legislation to Parliament establishing private credit bureaus. This reform will address 

information gaps allowing financial institutions to better assess clients’ creditworthiness. The EGIGP 

I will also support the adoption of regulations for mobile banking in 2014. While some operators 

(e.g., Mkesh, M-pesa) already provide e-money services, their enormous potential to promote 

inclusion in rural areas is currently curtailed by the absence of a complete regulatory regime (e.g., for 

electronic payment products and services as well as the issuance of electronic money). Under FSDS 



 

15 

 

reforms, these initiatives are coordinated by a multi-agency steering committee headed by the MoF 

and BoM. In addition, the strengthening of competition enforcement will positively impact the 

financial sector through more innovative products responding to the needs of MSMEs, reduced 

spreads, and lower bank fees. The BoM is also working on specific measures to promote 

transparency of pricing and commissions for financial services and products.  

4.2.17 EGIGP II and III will deepen the above reforms during 2015 and 2016. Indicative 

program measures include the roll-out of the integrated one-stop-shop network (e-BAUs, which are 

already being piloted to support streamlined business procedures), as well as further measures to 

improve financial inclusion, including a new legal framework for the establishment of a tangible 

collateral registry (key to promoting financial inclusion, in particular in rural areas and amongst 

MSMEs), and the adoption and implementation of a National Financial Inclusion Strategy/Action 

Plan (Box 3). In addition, EGIGP II and III will support the implementation of the Green Economy 

Action Plan related to private sector development, including the promotion of green small-and-

medium-sized investments through the preparation of a REFIT policy. 

4.2.18 Finally, the reforms to be implemented under Component 1 will provide GoM with 

fiscal space and strengthened capacity to address two additional constraints operating against 

inclusive growth and PSD in Mozambique, namely infrastructure and human capacity. More efficient  

public spending in priority sectors, such as education to improve quality at the primary level and 

expand technical and vocational training, and infrastructure (particularly the transport network and 

rural infrastructure), will also contribute to an improved business environment for enhanced 

competitiveness, job creation and reduction of gender gaps. Strong synergies between the two 

Components exist regarding the improvement of transparency and efficiency in public procurement, 

the improvement of the investment climate in the extractives sector and the strengthening of 

governance standards. 

4.2.19 Expected Program Outcomes under Component 2: Overall, the above reforms are 

expected to translate into tangible improvement in the business enabling environment, 

particularly for MSMEs. An important EGIGP indicator will be the reduction in regulatory barriers 

to start a business (with the goal of reducing the number of days to start a business from 13 to 10 by 

2016). Ultimately, a friendlier climate for enterprise creation and growth will create jobs. The 

EGIGP reforms are expected to enable the labor market every year to absorb the new jobseekers 

(some 300,000) and increase the proportion of new jobs for women from about 20 to 30%. A specific 

job-creation target will also be used to measure the impact of the new simplified licensing regime, 

based on the number of potential jobs created by businesses benefiting from this regime. 

4.2.20 Prior actions and triggers. The proposed prior actions for EGIGP I, and indicative 

triggers for EGIGP II and III, are shown in Box 2. All EGIGP I prior actions have been achieved 

as at May 2014. The list of indicative triggers for the subsequent years is comprehensive, comprising 

of important reform actions, while providing the Bank and GoM flexibility to select from the list a 

subset of prior actions (not more than 3-4 per year) for Phases II and III based on changing 

circumstances during program implementation.  In addition to these prior actions and indicative 

triggers, the EGIGP I policy matrix (Annex II) also includes other PAF-based policy measures. 

Performance under the EGIGP I will inform the design of the subsequent program phases. Upon 

successful implementation of key reforms under the two Components, and identification of 

shortcomings, the design of EGIGP II will incorporate lessons learned and, if necessary, include 

additional actions to ensure the full implementation of the envisaged measures. 
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Box 2: Prior actions and indicative triggers 

 EGIGP I Prior Actions 
(assessed in May 2014) 

EGIGP II Indicative Triggers  
(to be assessed in mid-2015) 

EGIGP III Indicative Triggers 
(to be assessed in mid-2016) 

G e n e r a l The maintenance of an appropriate macroeconomic framework as evidenced by IMF reports or assessments 
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Prior Action 1: Adoption by the MPD, in 
cooperation with the MoF, of a Fiscal 
Transparency Action Plan 

Evidence required: (a) Letter from the Minister 
of Planning and Development to the G-19 Troika 
head attaching the Fiscal Transparency Action 
Plan, and (b) Action Plan itself. 

Prior Action 2: Operationalization of the 
procurement functionality in e-SISTAFE, 
allowing for the creation of a database on 
procurement processes at all levels 

Evidence required: Letter from Public 
Procurement Authority (UFSA) attaching a print 
screen from the e-SISTAFE website. 

Prior Action 3: Adoption by Cabinet of the 
revised draft Mining Law and draft Petroleum 
Law 

Evidence required: (a) Minutes of the Council of 
Ministers recording the adoption of the draft 
laws, and (b) draft laws.  

Indicative Trigger 1: Adoption by 
Cabinet of draft Law on State-
participated enterprises 

Indicative Trigger 2: Publication of 
revised Integrated Investment Plan that 
includes financial information for 
projects with identified financing  

Indicative Trigger 3: Publication of 
the financial reports of the 6 largest 
SOEs in the Official Gazette and 
newspaper with largest circulation 

Indicative Trigger 4: Definition and 
approval of the profile of  Procurement 
Units’ (UGEAs) staff 

Indicative Trigger 5: Submission to 
Parliament of draft legislation on the 
new fiscal regime for mining and 
petroleum activities 

Indicative Trigger 1: Revision of the MTFF 
methodology to incorporate the main criteria 
to select and assess public investment 
projects  

Indicative Trigger 2: Publication of the 
financial reports of the 8 largest SOEs in the 
Official Gazette and newspaper with largest 
circulation 

Indicative Trigger 3: Submission to 
Parliament of draft legislation to adopt 
IPSAS 

Indicative Trigger 4: Publication of 
Citizens’ Budget for 2016 in two versions 
(first draft and final draft) and with improved 
content 

Indicative Trigger 5: Publication of 
procurement information under the UFSA 
Procurement Portal, including information 
on number of contracts awarded under each 
procurement modality at central, provincial, 
and district level. 

Indicative Trigger 6: Adoption of 
regulations on the new fiscal regime for 
mining and petroleum activities 
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Prior Action 4: Approval by Council of 
Ministers of Decree introducing a Single Form 
for business start-up procedures 

Evidence required: Publication of the Decree in 
the Official Gazette (“Diario da República”) 

Prior Action 5: Approval by the Council of 
Ministers of a revised Industrial Licensing 
Decree  

Evidence required: Publication of the Decree in 
the Official Gazette (“Diario da República”) 

Prior Action 6: Adoption by Cabinet of draft 
Law on the creation of private credit bureaus and 
register of borrowers 

Evidence required: (a) Minutes of the Council of 
Ministers recording the adoption of the draft law, 
and (b) draft law.  

Indicative Trigger 6: Approval by the 
Council of Ministers of the revised 
SME Policy 

Indicative Trigger 7: Adoption of (a) 
regulations implementing the 
Competition Law, and (b) statutes 
(“estatutos”) of the Competition 
Authority  

Indicative Trigger 8: Adoption of 
regulations governing e-banking, 
including mobile banking services 

 

 

Indicative Trigger 7: Expansion of the e-
BAU network to 12 units across the country  

Indicative Trigger 8: Submission to 
Parliament of draft legislation on the 
establishment of a movable collateral 
registry  

Indicative Trigger 9: Adoption of National 
Financial Inclusion Strategy/Action Plan 

 

 

4.3 Financing Needs and Arrangements 

4.3.1 Table 2 presents the Government’s financing needs for 2014-2016. For 2014, total 

revenues and grants are projected at MZN 144 billion, while total expenditure and net lending are 

projected at MZN 220 billion. Revenues are estimated to grow at above 10% per year in nominal 

terms, reflecting increasing revenue from the extractive sector and improved tax effort. The growth 

in expenditures is largely driven by an increase in capital outlays (primarily foreign-financed) to 

address the structural weaknesses of the Mozambican economy. As noted in Section 2.1.5, the 

current fiscal stance is considered sustainable under the DSA and fiscal consolidation is expected 

starting in 2015, bringing fiscal deficit to 6.5% of GDP in 2016 and below 6% starting in 2017. The 

disbursement pattern of the proposed EGIGP programmatic series (i.e., the frontloading of resources 

in the first annual disbursement) is closely aligned with these financial needs and the projected 

reduction of GoM’s fiscal gap from a relatively high level in 2014 as a result of the factors explained 

in Section 2.1.5, above, to more modest levels in 2015 and 2016. 
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Table 2: Financing Requirements and Sources, 2013-2016 (In billions of Meticais) 

Categories 2013 2014 2015 2016 

Prel. Projected 
A Total revenue and grants  145.1 162.8 170.0 196.6 
  Of which: grants (excl. budget support) 18.5 18.8 19.1 19.4 
B Total expenditure and net lending  164.2 219.5 220.7 246.7 
  Of which: interest payments 4.0 7.0 7.8 8.9 
  Of which: capital expenditure 61.6 83.8 76.3 84.6 
C Overall balance (A + B) -19.5 -56.8 -50.8 -50.3 
.. External financing (net) 27.1 48.8 41.6 45.5 
.. Plus: EGIGP  0 0.9 0.5 0.5 
 Other budget support 6.4 8.4 6.2 4.8 
 Domestic financing (net; including T-bills) -13.9 -1.3 2.5 -0.5 
 Residual financing gap 0 0 0 0 
 Memo item: Stock of public sector domestic debt 41.0 38.5 41.6 41.3 

      Source: Government of Mozambique and AfDB staff calculations. 

4.3.2 Even though the DSA of total public sector debt indicates that there are no significant 

vulnerabilities linked to domestic debt, the rapid increase in such debt, to some 7% of GDP, 

should be contained. With the current medium-term fiscal policy, the Government envisages a stock 

of domestic and foreign debt of some MZN 44 billion and 461 billion, respectively, by 2018. The 

financial resources provided by the EGIGP can therefore contribute directly to a mitigation of the 

increase in public debt, which is all the more important given GoM’s ambitious strategy for the IIP 

that will require additional resources not yet identified.  

4.4 Beneficiaries of the Program, including Social and Gender Impact  

4.4.1 The direct beneficiaries of the program include (a) GoM institutions benefiting from an 

improved PFM framework (including, as direct beneficiaries, entities implementing the reforms, 

such as the Tribunal Administrativo and IGF); and (b) private sector entities, in particular MSMEs 

(estimated at 4.5 million), as direct beneficiaries from the supported reforms in the form of increased 

access to finance and lower market entry barriers. Indirect beneficiaries include (a) the entire public 

administration through greater public sector efficiency; and (b) the entire Mozambican population 

(and specially women, youth, and rural communities) through the promotion of inclusive growth, 

improved natural resource management and a friendlier business environment. Potential beneficiaries 

will participate in program implementation through GoM’s participatory processes, including 

consultations with CSOs for the preparation of the yearly Economic and Social Plans and dialogue 

with private sector groups in the implementation of PSD sectoral strategies. 

4.4.2 Gender mainstreaming has been built into program design to ensure tangible impacts 

on Mozambican women. Ahead of the introduction of sector-specific gender mainstreaming 

guidelines under the Bank’s Gender Strategy, the EGIGP has addressed gender in three 

complementary ways: (a) a comprehensive gender analysis and consultations during appraisal 

(including the Ministry of Women and Social Action (MMAS) as well as the main women CSO in 

the country, Forum Mulher); (b) overcoming the limited availability of data to use selected gender 

disaggregated indicators and targets at all levels (impact, outcome, and output – including jobs 

created for women and men, or young women benefiting from specific access-to-employment 

programs, which are also relevant indicators under the Bank’s Gender Strategy); and (c) using gender 

impact as a key criterion to select PAF indicators and GoM reform measures to be supported by 

EGIGP (this explains the focus on transparency and accountability in PFM systems and service 

delivery as well as on greater opportunities for enterprise and employment creation). Technical 

Annex VI provides a detailed gender mainstreaming analysis for this operation.   

4.4.3 The focus on improvements in the areas mentioned above will also benefit economically 

and socially vulnerable groups, such as women and youth. Through its poverty reduction impact, 

EGIGP helps meet relevant MDGs (specifically numbers 1 and 8, Annex V). Furthermore, 

investment climate reforms supported by EGIGP are likely to have a positive impact on women, 
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youth, and rural populations. Surveys indicate that about 40% of MSME owners in Mozambique are 

women, with 87% located in rural areas, and 41% aged 30 years or less. While most of their 

employees are male (75%), greater formalization resulting from better regulations could  transform 

their unpaid workers (70% women, mostly family members) into paid workers.  

4.5 Environmental Impact 

4.5.1 The EGIGP has been classified by ORQR under Category III in March 2014, in line with 

the Bank’s procedures for environmental and social impact assessments. The PBO is not expected to 

have any direct negative impact on the environment. On the contrary, EGIGP-supported reforms are 

expected to have a positive impact on the environment. As regards the mining and hydrocarbon 

sector, the key driver of Mozambique’s economic growth in the medium term, the EGIGP strives to 

ensure a proper level of revenue for the benefit of Mozambique’s population and an efficient and 

environmentally sustainable exploitation of resources. Furthermore, greater efficiency and improved 

planning regarding public resources will facilitate GoM’s response to any natural disasters caused by 

the country’s vulnerability to climate change effects. 

4.5.2 Given the country’s climatic vulnerability, GoM introduced a strategy for climate 

change adaption and mitigation in November 2012 that established a monitoring and evaluation 

system. It also approved an Interim Decree on Reducing Emissions from Deforestation and Forest 

Degradation (REDD+), regulating forest concessions, while submitting to parliament a Disaster Risk 

Management (DRM) bill for which central and local governments have to allocate funds. 

Environmental legislation in Mozambique includes an Environment Act (Law 20/97), which includes 

Environmental Impact Assessments (EIAs) for any public or private activities with any potentially 

significant environmental effects. The Environment Ministry (MICOA) is GoM’s main 

environmental agency, in charge of preparing EIAs for public projects. A parallel intervention by the 

World Bank is supporting GoM in developing and implementing a Strategic Environment and Social 

Assessment (SESA) for the mining and gas sectors. 

V. IMPLEMENTATION, MONITORING AND EVALUATION 

5.1 Implementation Arrangements 

5.1.1 Implementation institutional framework: The Ministry of Planning and Development 

(MPD) will be responsible for the overall implementation of the reform program supported by the 

EGIGP, in line of the harmonization framework laid down in the 2009 MoU between GoM and the 

G-19 DPs. Through capacity building projects supported by the Bank and other DPs, the MPD is 

being strengthened to enhance its capacity to monitor implementation of reforms under the PARP 

and the joint PAF. 

5.1.2 Fiduciary Environment: The overall conclusion of the PFM diagnostic reviews conducted 

over the last four years is that the country’s PFM systems are improving steadily over time as 

systems are stabilized and capacity and skills are developed. The 2010 PEFA report indicates that 

between 2008 and 2010, eleven of the twenty-eight PEFA indicators had improved or were moving 

in the right direction, fifteen indicators were unchanged; and just two indicators deteriorated. Other 

recent PFM diagnostic reviews conducted by DPs (such as the EU, DFID,) indicate that the country 

is in the phase of consolidating the reforms underway and exhibiting a positive trajectory of change 

in the overall country PFM systems. In general, the country’s PFM system is determined to be 

adequate to support the Program. The Bank’s FRA, undertaken in 2013 as part of the CSP Mid-term 

Review and updated during EGIGP appraisal in April 2014 (Technical Annex VIII), concluded that 

the fiduciary risk is substantial, but reducing over time.    

5.1.3 Disbursement: The first phase of the proposed programmatic operation consists of a single-

tranche disbursement of UA 19.335 million in 2014 following Board approval and subject to the 

prior actions outlined in Box 2. The proceeds of the grant will be deposited into an account 

designated by GoM at the BoM that is part of the Country’s foreign exchange reserve upon 

fulfillment of the disbursement conditions. The equivalent local currency will be transferred to the 
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Treasury Single Account (TSA) of the Government that is used to finance budgeted expenditures, 

and appropriately accounted for in the financial management systems of the Government. The 

Ministry of Finance will provide a confirmation letter to the Bank indicating that the amount 

deposited in the foreign currency account has been credited to the TSA. The IMF’s 2011 safeguards 

assessment confirmed that the control, accounting, reporting and auditing systems of BoM are 

adequate and aligned with international standards.  

5.1.4 Procurement and Audit: The principles of the procurement regulatory framework are 

generally consistent with international best practices. However, there is still need to supplement this 

regulatory framework, operationalize the institutional system and build the capacity of parties in the 

procurement chain. In this context, GoM has embarked on a reform process aimed at establishing a 

procurement professional career path in the public administration, setting up an information system 

for procurement activities and improving transparency through an efficient procurement portal. The 

Bank’s FRA has rated procurement risk as Moderate and identified mitigating measures for the 

identified risks (including for the EGIGP’s prior actions and indicative triggers). 

5.1.5 In line with the Bank Policy on PBOs, the implementation, monitoring and evaluation of the 

Program will follow the country’s systems, including audit and procurement arrangements. The 

Supreme Audit Institution of Mozambique, Tribunal Administrativo, will annually audit the General 

State Account including the Bank’s contribution. The annual audit report on the State Account will 

be available to development partners. In addition, an audit of the flow of funds of GBS will be 

conducted in accordance with the GoM-G-19 MoU. The audit report and the management letter will 

be submitted to the G-19, no later than six months after year end. 

5.2 Monitoring and Evaluation Arrangements  

Monitoring and evaluation will take place in accordance with the 2009 MoU through (a) the 

joint PAF, which is evaluated for year n outputs and outcomes in the context of the Annual Review 

in April/May of year n+1, as well as (b) the regular monitoring of the PARP, both of which include 

participation by civil society and other stakeholders. The program will be supervised semi-annually 

in alignment with the PAF cycle, with the MZFO leading on policy dialogue through the existing G-

19 working groups and other fora. A PCR will be prepared at program completion. IMF assessments 

and any other relevant analytical work will also be used to monitor progress. 
 

VI. LEGAL DOCUMENTATION AND AUTHORITY  

6.1 Legal documentation: The financing instrument used for the EGIGP Phase I operation is an 

ADF Grant of UA 19.335 million. The grant will be governed by a Grant Protocol of Agreement to 

be signed between the African Development Fund and Republic of Mozambique.  

6.2 Conditions Associated with Bank Group Intervention 

6.2.1 Prior Actions and entry into force: Before the Grant proposal is presented to the Board, 

GoM shall provide evidence to the Bank that the prior actions for EGIGP I listed in Box 2 have been 

met. The entry into force of the Protocol of Agreement shall be subject to the fulfilment by the 

Borrower of the provisions of Section 10.01 of the General Conditions. 

6.2.2 Conditions precedent to the disbursement of the funds for the first phase of the EGIGP 

programmatic operation in 2014: The obligation of the Bank to disburse the funds shall be 

conditional upon the entry into force of the Protocol of Agreement and the fulfillment of a duly 

completed and signed disbursement request in accordance with the Disbursement Letter. 

6.2.3 A Streamlined Appraisal Report (SAR) will be prepared at the end of each phase of the 

programmatic operation (EGIGP II in 2015 and EGIGP III in 2016) and presented to the Board for 

approval. The SAR will indicate, inter alia, any applicable prior actions adopted before Board 

presentation and/or any conditions precedent to disbursement, in addition to indicative triggers for 

the subsequent operation. A Protocol of Agreement shall be prepared for each phase of the EGIGP. 
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6.3 Compliance with Bank Group Policies 

 This program complies with all applicable Bank Group policies and guidelines. These 

include the: (i) Policy and Guidelines on Program-Based Operations (2012 and 2013); (ii) GAP II 

(2014-2018); and (iii) revised Staff Guidance on Quality-at-Entry Criteria and Standards for Public 

Sector Operations. 

VII. RISK MANAGEMENT 

 The Program’s risks and mitigation measures presented below are also summarized in the 

logical framework. The following risks and mitigation measures have been identified:  

Table 3: Operation Risk Matrix 

Risk Mitigation measure 

Macroeconomic shock 

can affect revenues, 

creating a funding gap. 

GoM has built a solid track record of prudent macroeconomic policies. The IMF PSI (2013-2015) 

will run in parallel to the EGIGP, and there will be coordinated monitoring and dialogue concerning 

macroeconomic management to manage shocks. 

Lack of funding and 

capacity to implement 

reforms; limited 

ownership  

Policy actions are derived from GoM priorities (e.g. 2014 Social and Economic Plan; 2014-2016 

MTFF) in the PAF agreed between GoM and DPs. AfDB and other DPs are providing TA and 

capacity building, notably in oversight (Sweden for Tribunal Administrativo; DfID for 

procurement); private and financial sector development (World Bank on business enabling 

environment, DfID on financial sector, GIZ on SMEs); and natural resource management (e.g., 

AfDB, World Bank, IMF, others). G-19 commitment to budget support is still strong. 

Political instability in 

the run-up to the 

national elections in 

2014 

Following a period of armed confrontation in 2013, the GoM and RENAMO have resumed 

negotiations and significant progress has been made towards the signing of a final agreement. Local 

elections took place peacefully in November 2013. Mitigation measures include more policy 

dialogue during the pre-election period and donor support for the electoral process as well as the 

current framework for political dialogue, which is proving fruitful. More generally, the EGIGP is 

supporting measures aimed at strengthening social stability (e.g., demand-side governance, 

transparent and inclusive management of natural resource revenue).  

Fiduciary and debt 

management risks: The 

EMATUM case 

(issuance of a US$850m 

government-backed 

bond), raised 

transparency and debt 

sustainability concerns.  

A recent IMF Fiscal Transparency Assessment has concluded that overall, the Government’s fiscal 

framework is transparent. An update of the DSA prepared by the IMF shows that the debt 

sustainability outlook is not significantly affected by the EMATUM transaction as long as other 

non-concessional debt in the pipeline for 2014 is delayed. Moreover, GoM has made good progress 

in its governance and PFM reform agenda (e.g. approval of anti-corruption package; creation of a 

financial crimes unit, and strengthening of audit systems). The EGIGP will further support the 

consolidation of these reforms. A FRA has been carried out during appraisal (Technical Annex 

VIII) to assess the residual fiduciary risks associated with the program, which have been rated 

Substantial but reducing, and thus acceptable for program implementation. 

Natural disasters: Floods 

and droughts are cyclical 

and severe.  

The GoM has designed a disaster management master policy and put in place a flood early warning 

system. 

VIII. RECOMMENDATION 

 Management recommends that the ADF Board of Directors consider and approve the 

proposed Grant in an amount not exceeding UA 19.335 million to the Republic of Mozambique for 

phase I of the EGIGP programmatic GBS operation for the purposes, and subject to the conditions, 

stipulated in this report. 
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LETTER OF DEVELOPMENT POLICY 
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ANNEX II 

 

EGIGP PHASE I OPERATION POLICY MATRIX (2014) 
 

Medium-term 

objective 
Policy actions (outputs) 

Institution 

responsible 
Outcome indicators 

Target outcomes 
CSP goals 

Baseline Target 

Component 1: Consolidating Transparent and Accountable PFM and Natural Resource Management Frameworks 

Improved Fiscal 

Transparency 

Adoption of a Fiscal Transparency Action Plan 

MPD in 

cooperation 

with MF Bank CPIA Cluster D 

(Governance) score 

 

Public works 

spending deviation +/- 

6% from approved 

State Budget  

3.40 (2012) 

 

20% 

deviation 

(2013) 

3.80 (2016) 

 

Maximum 

6% 

deviation 

(2016) 

Both Pillar I (Enhanced Private 

Sector Competitiveness 

through Infrastructure 

Development) and Pillar II 

(Governance in Support of 

Inclusive Growth), including 

improved planning and use of 

public resources for 

infrastructure investment. 

 

Approval of draft Law on State-Owned Enterprises MF 

Publication of revised Integrated Investment Plan including 

financial information for projects with identified financing 
MPD 

Publication of the financial reports of the 6 largest SOEs in the 

Official Gazette (Diário da República) and newspaper with the 

largest circulation 

MF 

Effective 

implementation of 

Public Probity Law 

80% of conflict cases reviewed by Central Public Ethics 

Commission over total number of cases and complaints / 100% of 

officials submitting asset declarations on time under the law 

CCEP 

Bank CPIA Cluster D 

(Governance) score 
3.40 (2012) 3.80 (2016) 

Pillar 2 (Governance in Support 

of Inclusive Growth), including 

improved natural resource 

management, and more 

efficient PFM systems to 

maximize spending in priority 

sectors 

Improved 

implementation of 

internal and 

external audit 

mechanisms 

At least 45% of internal audit recommendations implemented / 

40% of TA judgments published over total number of audits in the 

previous year / 20% of TA audit recommendations followed-up on 

TA audits 

TA/IGF 

Strengthened 

procurement 

systems 

Operationalization of the procurement functionality in  e-

SISTAFE allowing for the creation of a database on procurement 

processes at all levels 
MF/UFSA 

Definition and approval of the profile for staff in procurement 

units (UGEAs) 

Increased oversight 

by service users 

and CSOs in 

budget process and 

public service 

delivery 

Publication of “Citizens Budget” for 2014 budget MF 

Priority sector (pro-

poor) spending 

deviation +/- 6% from 

approved State 

Budget for the 

expenditure of the 

priority sectors 

(Agriculture, 

Education, 

Governance, Health, 

and Public Works) 

Met for 

aggregate 

(96%) but 

not sectors: 

deviation of 

Public 

Works 

(80%); 

Education 

(112.3%) 

(2013) 

Maximum 

of 6% 

deviation in 

2016 Roll-out of service charters to reach 26 at the central level (1 per 

Ministry), 66 at the provincial level, and 400 at the district level  
MAE 



 

IX 

 

Improved 

efficiency, 

transparency and 

inclusion in the 

management of 

mineral resources 

Preparation and publication of 5th EITI reconciliation report 

(2011) incorporating new EITI standards   

MIREM/MF 

Natural Resource 

Governance Index 

37/100 

(2013) 

45/100 

(2016) 

Publication of information on the allocation on the portion of 

extractives revenue (2.75%) to local communities in quarterly 

budget execution reports 

Adequate legal 

framework for the 

development of the 

extractives sector 

Adoption by Cabinet of the revised draft Mining Law and the draft 

Petroleum Law 
MIREM 

Submission to Parliament of draft legislation on the new fiscal 

regime for mining and petroleum activities 
MF 

Component 2: Improving Enabling Environment for Private Sector Development and Investment 

siness licensing and 

registration 

simplified 

Establishment of at least 6 electronic one-stop-shops (e-BAUs) 

MIC 

Time to start a 

business (days) 

 

Jobs created by 

enterprises 

established through 

the simplified 

licensing regime 

(annual increase vs. 

previous year) 

  

13 (2013) 

 

50.458 jobs 

created 

(2013) 

10 (2016) 

 

Annual 

increases of 

70% (2014-

2016) – at 

least 30% 

women 

PILLAR II: Governance in 

Support of Inclusive Growth, in 

particular in the area of the 

business enabling environment, 

job creation, and MSME 

development 

Approval by the Council of Ministers of a revised Industrial 

Licensing Decree 

Approval by the Council of Ministers of a Decree introducing a 

Single Form for business start-up procedures 

Improved MSME 

policy framework 

Approval by the Council of Ministers of revised MSME policy to 

replace the 2007-2012 policy 
IPEME 

Total number of jobs 

created annually 

(gross), percentage of 

females 

265,000 / 

20% (2013) 

300,000 / at 

least 30% 

(2016) 

Competition law 

implemented 

Adoption of (a) regulations implementing the 2013 Competition 

Law; and (b) statutes (“estatutos”) of the Competition Authority 
MIC 

Improved 

opportunities for 

youth employment  

At least 3,000 apprentices recruited by employers in 

implementation of the Government’s new apprenticeship 
INEFP 

SME growth 

stimulated by the 

public sector 

Percentage of SMEs contracted in public tenders of small scale 

reaching at least 90% 
MF 

Improved 

framework to 

promote financial 

inclusion 

Submission to Parliament of draft Law on the creation of private 

credit bureaus and register of borrowers 
MF 

Adoption of regulations governing e-banking, including mobile 

banking services 
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ANNEX III 

 

IMF MACROECONOMIC ASSESSMENT 
 

 

IMF Executive Board Completes Second Review of Policy Support Instrument (PSI) 

for Mozambique 
 

Press Release No. 14/211 

May 9, 2014  

 

The Executive Board of the International Monetary Fund (IMF) completed today the second review of 

Mozambique’s economic performance under the program supported by the Policy Support Instrument (PSI). In 

completing the review, the Board approved the modification of three assessment criteria, including two end-June 

2014 assessment criteria as the result of the higher than anticipated fiscal revenues and a continuous assessment 

criterion related to an increase of the non-concessional borrowing ceiling as this is in line with a PSI objective of 

facilitating a scaling up in infrastructure investment. 

Following the Executive Board’s discussion, Mr. Naoyuki Shinohara, Deputy Managing Director and Acting Chair, 

issued the following statement: 

“Mozambique’s strong growth performance and low inflation are commendable. Natural resource exploitation 

underpins the medium-term outlook and entails benefits as well as risks. 

“The implementation of the Poverty Reduction Strategy is progressing, but it will be important to strengthen 

expenditure execution to ensure that the 2013 shortfall on priority spending was temporary. Making growth more 

inclusive will require generating more employment, and improving human capital and the enabling environment for 

small and medium-sized enterprises. 

“The fiscal stance for 2014 is expansionary, partly reflecting some temporary factors—such as spending related to 

holding general elections—and public investment. Fiscal consolidation will be needed in the medium term. Monetary 

policy needs to remain vigilant and stand ready to take action to keep inflation to the authorities’ medium-term target. 

“The structural reform agenda is progressing, but implementation could be invigorated, especially in the areas of 

public financial management reforms and the identification of fiscal risks. Building institutional capacity is important 

to prepare for managing the future resource boom and making growth more inclusive. Financial sector development 

and business facilitation will also be essential. 

“External borrowing can help fund infrastructure investments. However, using such resources effectively requires a 

transparent project analysis, prioritization and selection process, and should be informed by the implications for the 

debt sustainability. Furthermore, strict monitoring of project implementation is essential to ensure value-for-money in 

the use of public resources.” 
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ANNEX IV 
 

SELECTED ECONOMIC INDICATORS 2011-2019 
Source: IMF 

 

 2011  2012  2013  2014  2015  2016  2017  2018  2019  

 Act.  Est.  Est. Proj. Projections 

National income and prices          

Nominal GDP (MT billion) 365 408 461 528 603 689 784 894 1017 

Nominal GDP growth 15.8 11.8 13.0 14.4 14.2 14.3 13.9 14.0 13.7 

Real GDP growth 7.3 7.2 7.1 8.3 8.2 8.2 7.9 8.0 7.7 

GDP per capita (US$) 510 567 593 645 689 748 814 888 966 

GDP deflator 7.9 4.3 5.5 5.6 5.6 5.6 5.6 5.6 5.6 

Consumer price index (annual average) 10.4 2.1 4.2 4.6 5.6 5.6 5.6 5.6 5.6 

Consumer price index (end of period) 5.5 2.2 3.0 6.0 5.6 5.6 5.6 5.6 5.6 

Exchange rate, MT per US dollar, eop 27.3 29.8 29.9 ... ... ... ... ... ... 

Exchange rate, MT per US dollar, per.avg. 29.1 28.5 30.1 ... ... ... ... ... ... 
          

External sector          

Merchandise exports 33.6 23.6 8.4 17.7 15.3 18.3 12.0 14.0 9.7 

Merchandise exports, excl. megaprojects 65.8 48.4 12.4 0.4 8.1 7.2 9.2 14.9 10.8 

Merchandise imports 52.8 47.2 8.5 15.6 16.2 5.2 19.3 8.5 -3.8 

Merchandise imports, excl. megaprojects 46.2 50.8 8.6 8.7 8.7 9.8 8.4 7.4 8.5 

Terms of trade 2.5 -5.2 -9.2 -2.6 -0.4 0.5 -0.1 -0.3 -0.3 

Nominal effective exchange rate (annual ave.) 12.4 7.4 ... ... ... ... ... ... ... 

Real effective exchange rate (annual average) 19.8 5.4 ... ... ... ... ... ... ... 
          

Money and credit          

Reserve money 8.5 19.7 15.7 17.0 15.1 14.9 14.9 15.0 15.1 

M3 (Broad Money) 9.4 29.4 16.3 18.5 15.3 15.2 15.1 15.1 15.2 

Credit to the economy 6.4 19.9 28.7 20.7 16.4 16.3 16.5 16.4 16.4 

(Percent of GDP) 26.9 28.9 32.9 34.7 35.4 36.0 36.8 37.6 38.5 
          

Investment and saving           

Gross domestic investment 37.0 48.0 50.1 49.8 57.4 53.6 61.1 60.8 54.7 

Government 14.9 13.4 15.5 18.3 16.3 16.0 15.3 15.0 15.0 

Other sectors  22.1 34.5 34.5 31.5 41.2 37.6 45.8 45.8 39.8 

Gross domestic savings (excluding grants) 5.7 -1.1 7.5 -0.5 7.8 7.5 7.1 6.9 6.9 

Government 2.0 4.1 7.4 4.0 4.6 5.9 6.3 6.8 7.4 

Other sectors  3.7 -5.2 0.1 -4.5 3.1 1.6 0.7 0.2 -0.4 

External current account, before grants -31.3 -49.1 -42.6 -50.3 -49.7 -46.1 -54.1 -53.9 -47.8 

External current account, after grants -24.4 -45.4 -39.5 -46.9 -47.0 -43.8 -52.0 -52.0 -46.2 
          

Government budget          

Total revenue 1 20.8 23.3 27.5 27.3 25.0 25.7 25.9 26.1 26.4 

Total expenditure and net lending 33.7 32.6 35.6 41.6 36.6 35.8 34.9 34.3 34.0 

Overall balance, before grants -13.1 -9.5 -8.3 -14.3 -11.6 -10.1 -9.0 -8.2 -7.6 

Total grants 7.8 5.4 5.4 5.2 4.2 3.5 3.1 2.8 2.5 

Overall balance, after grants -5.3 -4.1 -2.8 -9.2 -7.5 -6.6 -5.8 -5.4 -5.1 

Domestic primary balance, before grants -2.9 -1.0 0.9 -3.0 -1.2 -0.2 0.3 0.6 1.1 

External financing (incl. debt relief) 3.7 4.2 7.0 9.2 6.9 6.6 5.8 5.2 4.9 

Net domestic financing 1.6 0.7 -3.0 -0.1 0.5 0.0 0.0 0.2 0.2 

Privatization 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Total public debt 2 39.6 42.7 53.1 56.5 58.3 58.3 57.7 56.5 55.5 

Of which: external 32.9 36.9 44.2 49.2 51.4 52.3 52.4 51.6 51.0 

Of which: domestic 6.7 5.8 8.9 7.3 6.9 6.0 5.3 4.9 4.5 
          

Memorandum items:          

External current account, before grants -

3,922 

-7,023 -6,523 -8,592 -9,286 -9,578 -12,536 -13,951 -13,789 

External current account, after grants -

3,059 

-6,484 -6,048 -8,007 -8,781 -9,108 -12,067 -13,481 -13,320 

Overall balance of payments 323 177 390 400 224 161 213 683 797 

Net international reserves (end of period) 3 2,239 2,605 2,996 3,397 3,623 3,784 3,997 4,680 5,477 

Gross international reserves (end of period) 3 2,428 2,799 3,192 3,591 3,781 3,905 4,081 4,727 5,489 

Months of projected imports of goods and 

nonfactor services 

2.4 2.6 2.5 2.6 2.5 2.2 2.1 2.3 2.5 

Months of projected imports of goods and 

nonfactor services, excl. megaprojects 

3.0 3.9 4.2 4.4 4.2 4.3 4.3 4.2 4.2 

 

1  Net of verified VAT refund requests. 
2 Consistent with DSA definition, the nonconcessional Portuguese credit line is included under the external debt.  
3 Includes disbursements of IMF resources under the ESF and August 2009 SDR allocation. 
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Goal 1: Eradicate extreme poverty and hunger 19901 20002 20123

Employment to population ratio, 15+, total (% ) 78.3 80.2 79.2

Malnutrition prevalence, weight for age (%  of children under 5) 23.9 21.2 18.3

Poverty headcount ratio at $1,25 a day (PPP) (%  of population) ... 74.7 59.6

Prevalence of undernourishment (%  of population) 51.7 41.4 39.2

Goal 2: Achieve universal primary education

Literacy rate, youth female (%  of females ages 15-24) ... 50.0 56.5

Literacy rate, adult total (%  of people ages 15 and above) ... 48.2 50.6

Primary completion rate, total (%  of relevant age group) 25.9 29.6 56.2

Total enrollment, primary (%  net) 43.7 70.3 90.4

Goal 3: Promote gender equality and empower women

Proportion of seats held by women in national parliaments (% ) 15.7 30.0 39.2

Ratio of female to male primary enrollment 72.2 83.1 91.0

Ratio of female to male secondary enrollment 61.3 69.5 89.2

Goal 4: Reduce child mortality

Immunization, measles (%  of children ages 12-23 months) 71.0 76.0 82.0

Mortality rate, infant (per 1,000 live births) 125.2 95.8 75.6

Mortality rate, under-5 (per 1,000) 208.9 150.7 117.6

Goal 5: Improve maternal health

Births attended by skilled health staff (%  of total) ... 47.7 55.3

Contraceptive prevalence (%  of women ages 15-49) 5.6 12.9 14.2

Maternal mortality ratio (modeled estimate, per 100,000 live births) 800.0 710.0 490.0

Goal 6: Combat HIV/AIDS, malaria, and other diseases

Incidence of tuberculosis (per 100,000 people) 478.0 520.0 548.0

Prevalence of HIV, female (%  ages 15-24) ... ... 8.2

Prevalence of HIV, male (%  ages 15-24) ... ... 2.8

Prevalence of HIV, total (%  of population ages 15-49) 4.1 11.0 11.3

Goal 7: Ensure environmental sustainability

CO2 emissions (kg per PPP $ of GDP) 0.5 0.4 0.4

Improved sanitation facilities (%  of population with access) 11.2 15.9 19.1

Improved water source (%  of population with access) 37.3 43.3 47.2

Goal 8: Develop a global partnership for development

Net total ODA/OA per capita (current US$) 66.5 60.8 83.3

Internet users (per 1000 people) ... 6.8 40.7

Mobile cellular subscriptions (per 1000 people) ... 34.6 301.4

Telephone lines (per 1000 people) 3.7 3.7 3.7

Sources  :  ADB Statistics Department Databases;  World Bank: World Development Indicators; last update :

UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports,

Note  :    n,a, : Not  Applicable ;  … : Data Not Available,

PROGRESS TOWARD ACHIEVING THE MILLENNIUM DEVELOPMENT GOALS

Mozambique

September , 2014

1  Latest year available in the period 1990-1995;  2  Latest year available in the period 2000-2004;  3  Latest year available in the period 2005-2012
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Year
Mozambiqu

e
Africa

Develo-     

ping         

Countries

Develo-       

ped  

Countries

Basic Indicators

Area ( '000 Km²) 2011 799 30,323 98,458 35,811
Total Population (millions) 2012 25.2 1,070.1 0.0 0.0
Urban Population (% of Total) 2012 31.4 40.8 47.1 78.0
Population Density  (per Km²) 2012 29.9 34.5 69.8 23.5
GNI per Capita (US $) 2012  510 1 604 3 795 37 653
Labor Force Participation - Total (%) 2012 43.5 37.8 68.7 72.0
Labor Force Participation - Female (%) 2012 53.1 42.5 38.9 44.5
Gender -Related Dev elopment Index  Value 2007-2011 0.395 0.525 0.694 0.911
Human Dev elop. Index  (Rank among 187 countries)2008-2012 185 ... ... ...
Popul. Liv ing Below  $ 1.25 a  Day  (% of Population)2009-2011 59.6 40.0 20.6 ...

Demographic Indicators

Population Grow th Rate   - Total (%) 2012 2.5 2.3 1.3 0.3
Population Grow th Rate   - Urban (%) 2012 3.3 3.4 2.6 0.7
Population < 15 y ears  (%) 2012 45.4 40.0 28.5 16.4
Population >= 65 y ears  (%) 2012 3.3 3.6 6.0 16.6
Dependency  Ratio (%) 2012 89.1 77.3 52.6 49.2
Sex  Ratio (per 100 female) 2012 95.5 100.0 103.3 94.3
Female Population 15-49 y ears (% of total population) 2012 23.0 49.8 53.3 45.6
Life Ex pectancy  at Birth - Total (y ears) 2012 49.9 58.1 68.2 77.7
Life Ex pectancy  at Birth - Female (y ears) 2012 50.8 59.1 70.1 81.1
Crude Birth Rate (per 1,000) 2012 39.4 33.3 21.4 11.3
Crude Death Rate (per 1,000) 2012 14.4 10.9 7.6 10.3
Infant Mortality  Rate (per 1,000) 2012 75.6 71.4 40.9 5.6
Child Mortality  Rate (per 1,000) 2012 117.6 111.3 57.7 6.7
Total Fertility  Rate (per w oman) 2012 5.3 4.2 2.6 1.7
Maternal Mortality  Rate (per 100,000) 2006-2010 490.0 415.3 240.0 16.0
Women Using Contraception (%) 2012 14.2 34.5 62.4 71.4

Health & Nutrition Indicators

Phy sicians (per 100,000 people) 2004-2010 2.6 49.2 103.7 291.9
Nurses (per 100,000 people)* 2004-2009 34.1 133.0 168.7 734.3
Births attended by  Trained Health Personnel (%) 2006-2010 55.3 53.7 64.3 ...
Access to Safe Water (% of Population) 2011 47.2 67.8 86.5 99.1
Access to Health Serv ices (% of Population) 2000 39.0 65.2 80.0 100.0
Access to Sanitation (% of Population) 2011 19.1 40.2 56.8 96.1
Percent. of Adults (aged 15-49) Liv ing w ith HIV/AIDS 2011 11.3 4.6 0.9 0.5
Incidence of Tuberculosis (per 100,000) 2011 548.0 234.6 146.0 23.0
Child Immunization Against Tuberculosis (%) 2011 91.0 81.6 83.9 95.4
Child Immunization Against Measles (%) 2011 82.0 76.5 83.7 93.5
Underw eight Children (% of children under 5 y ears) 2006-2011 18.3 19.8 17.0 1.4
Daily  Calorie Supply  per Capita 2009 2 112 2 481 2 675 3 285
Public Ex penditure on Health (as % of GDP) 2010-2011 2.7 5.9 2.9 7.4

Education Indicators

 Gross Enrolment Ratio (%)

      Primary  School       -   Total 2009-2012 110.1 107.0 107.8 102.7
      Primary  School       -   Female 2009-2012 104.9 103.1 106.2 102.3
      Secondary  School  -   Total 2009-2012 26.0 46.3 66.4 100.4
      Secondary  School  -   Female 2009-2012 24.5 41.9 65.1 100.0
Primary  School Female Teaching Staff (% of Total) 2009-2012 41.0 39.2 58.6 81.3
Adult literacy  Rate - Total (%) 2009 50.6 71.5 80.2 …
Adult literacy  Rate - Male (%) 2009 67.4 78.4 85.9 …
Adult literacy  Rate - Female (%) 2009 36.5 64.9 74.8 …
Percentage of GDP Spent on Education 2008-2010 5.0 5.3 4.5 5.5

Environmental  Indicators

Land Use (Arable Land as % of Total Land Area) 2011 6.6 7.6 10.7 10.8
Annual Rate of Deforestation (%) 2000-2009 0.2 0.6 0.4 -0.2
Forest (As % of Land Area) 2011 49.4 23.0 28.7 40.4
Per Capita CO2 Emissions (metric tons) 2009 0.1 1.2 3.0 11.6

Sources  :  AfDB Statistics Department Databases;  World Bank: World Development Indicators; last update :

UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports.

Note  :    n.a. : Not  Applicable ;  … : Data Not Available.

COMPARATIVE SOCIO-ECONOMIC INDICATORS

Mozambique

october 2013
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ANNEX VI 

 

SUMMARY ASSESSMENT – PROGRAM ELIGIBILITY CRITERIA 
 

Prerequisites Comments on the current situation 

Government 

commitment to 

poverty 

reduction, 

reform and 

inclusive growth 

The GoM’s commitment to poverty reduction, reform and inclusive growth is 

encapsulated in the 2011-2014 PARP, prepared with the overarching objective of 

strengthening the inclusiveness of growth. The PARP sets an objective of reducing 

the poverty rate from 54.7% in 2009 to 42% in 2014. A comprehensive Household 

Survey is being prepared during 2014, which will be finalized in 2015 to evaluate 

the impact of the PARP. The PARP has three strategic pillars (increasing 

production and productivity in agriculture and fisheries, promoting employment, 

and enhancing social and human development) as well as two cross-cutting themes 

(sound macroeconomic management and improved governance). PARP 

implementation has already produced some tangible results. For instance, 

Mozambique is on track to meet five of the MDGs and significant progress has been 

made regarding another two (i.e., child mortality and access to water and 

sanitation). Commitment to reform is strong. The GoM performance under the PAF 

framework, derived from the PARP priorities, has consistently been rated 

satisfactory by the G-19 donors, and GBS still represents about one third of the 

budget. Progress in areas like PFM (with the almost complete rollout of the e-

SISTAFE system) and natural resource management (with the country becoming 

EITI compliant in 2012) has been significant. Performance under IMF programs has 

been robust; and the most recent (second) PSI review in May 2014 concluded that 

all performance criteria and most indicative targets had been met, despite some 

delay in structural reforms. Performance under the PAF indicators is also strong. In 

2013, 61% of the 33 PAF targets had been met and a further 24% experienced 

noticeable progress. Progress was rated “satisfactory” in three of the five PARP 

priorities (agriculture, human and social development, and macroeconomics and 

poverty) while performance was weaker in good governance and employment 

promotion, the two main areas where the EGIGP is expected to support GoM’s 

efforts to improve that performance.  

Macroeconomic 

stability 

The medium-term macroeconomic and financial framework is conducive for the 

implementation of a GBS operation. Mozambique has been amongst the fastest 

growing countries in the world for many years, with an average 7.3% real GDP 

growth rate since 2003. This impressive economic performance is continuing into 

2014, and sustained and sizable FDI, increased coal production, expansion of credit 

to the private sector, and strong infrastructure investment, combine to raise the 

projected growth rate to 8.3% in 2014-2016.  A prudent monetary policy, helped by 

an expansion in agricultural output, produced an average inflation in 2013 (4.2%) 

that was below the GoM’s medium-term target; it is expected to remain below 6% 

through 2016. The external current account deficit, which had been 20% of GDP in 

2010 (before the implementation of mineral and hydrocarbon mega-projects), is 

expected to widen to 46.9% in 2014, reflecting large imports associated with 

foreign direct investment (FDI) in mega-projects. Mozambique’s reserve coverage 

stabilized at some 2.5 months of imports, although a downward trend is expected 

after 2015, given anticipated slowdowns in FDI inflows. The updated debt 

sustainability assessment (DSA) confirmed the sustainability of the current fiscal 

expansionary borrowing stance. Nonetheless, measures will be adopted to minimize 

risks (including a stronger link between investment planning and DSA tools). The 

real effective exchange rate has been relatively stable since late 2011, and a nominal 

appreciation against the South African rand helped to limit inflation. The 

Government has been able to meet prior actions required by the IMF by maintaining 
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stable macroeconomic indicators, which paved the way for continuing 

implementation of a PSI for 2014-2016 (Annex 3). The Second Review under the 

IMF’s Policy Support Instrument (PSI) 2013-2015 was completed in May 2014, 

with most assessment criteria and indicative targets having been met. 

Satisfactory 

fiduciary risk 

assessment 

Several satisfactory fiduciary risk assessments (FRAs) have been undertaken in 

Mozambique, including three PEFA assessments in 2006, 2008 and 2010. In 

particular, the 2010 PEFA assessment identified substantial progress in areas such 

as budget credibility (with the roll-out of the e-SISTAFE system, improvement in  
budget transparency and a reduction in the deviation of budget execution from 

budgeted amounts) and, to a lesser, extent, comprehensiveness and transparency of 

the budget. In particular, the country’s performance in budget transparency is 

strong, with all eight major budget documents being regularly published and a 

major improvement in terms of the Open Budget Index, from a score of 28 out of 

100 in 2010 to 47 in 2012. Reforms have continued unabated since 2010 in all 

areas, and a new PEFA assessment is expected to take place with support from DPs 

during the implementation of the EGIGP. The Bank’s Fiduciary Risk Assessment 

(FRA) undertaken in 2013 as part of the CSP Midterm Review and updated during 

the appraisal of the Program in April 2014 concluded that the fiduciary risk is 

substantial, although declining. The FRA also proposed a number of mitigation 

measures that have been built into the EGIGP’s design (e.g., proposed 

improvements in public procurement systems). 

Political stability 

In 2012 the country celebrated 20 years of peace during which elections have been 

held regularly and peacefully.  Nonetheless, in 2013 political stability was 

jeopardized when tension between the Government and RENAMO, the former rebel 

group turned political opposition, degenerated into fighting in the interior of the 

country. However, municipal elections took place in November 2013 without major 

episodes of violence, and in January 2014 the Government and RENAMO 

announced the resumption of political dialogue.  Significant progress has been 

made towards the signing of a final agreement. Provincial, legislative, and 

presidential elections are expected to take place in October 2014. EGIGP measures 

are expected to reinforce social cohesion through an emphasis on inclusiveness and 

growth creation, as well as greater transparency and accountability in the use of 

public resources through a variety of demand-side governance interventions 

Harmonization 

Development partner coordination in Mozambique is very strong. Donors providing 

GBS to the GoM are organized in the so-called G-19 Group, currently 

encompassing 16 bilateral and multilateral institutions (including AfDB). The 

March 2009 MoU signed between the GoM and the G-19 has been extended until 

September 2015. It is based on a series of “fundamental principles,” namely: (a) 

predictability and alignment with country systems; (b) joint monitoring and policy 

actions and expected outcomes based on a common performance assessment 

framework (PAF); (c) no separate reporting to individual donors; and (d) mutual 

accountability. The MoU, which would have expired in 2014, was extended by 18 

months. Every year, the G-19 donors and the GoM carry out a Joint Annual Review 

(typically in April) to assess performance in the previous year, and a series of 

Planning Meetings (typically in September) to identify and adjust the relevant PAF 

indicators for the following years. In addition to the two joint reviews, PARP (and 

PAF) implementation is monitored through monthly joint steering committee 

meetings with representatives from both GoM and DPs. Different joint working 

groups have been set up to ensure coordination and harmonization in all relevant 

sectors, including those concerned by the present operation (e.g., Budget Analysis 

group, Private Sector group). 
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MAP OF MOZAMBIQUE 

 

 




