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Preface

Danish bilateral development cooperation with Mozambique was initiated in the 1970’s.
Initial support covered mainly agriculture, fisheries, water supply and vocational training
as well as some support to rehabilitation of social and physical infrastructure. At the
time, humanitarian assistance was a prominent part of the aid programme as armed con-
flict and natural calamities had made up to one third of the population depended on
food aid for their survival.

Following the implementation of the peace agreement in 1992, development cooperation
with Mozambique gradually changed towards larger and more long-term development
programmes within selected sectors. Strategies for the development cooperation between
Mozambique and Denmark were published in 1988, 1995 and 2000 respectively. The
latter strategy included phasing out from the water and fisheries sector as well as from the
health sector in Tete, while support to agriculture, energy, education and public sector
reforms would be stepped up.

The total disbursement to Mozambique during the evaluation period amount to about
DKK 4.5 billion (in current prices equivalent to roughly USD 700 million). A number of
broad thematic or sector-based evaluations commissioned by Danida or carried out by or
jointly with other donors have included Mozambique over the years. However, no overall
evaluation focussing on the overall strategic choices (e.g. choices of sectors, modalities
and geographical focus) and results of the country programme cooperation between
Mozambique and Denmark has ever been carried out. Furthermore, the most recent
country strategy expired in 2004. In early 2007 it was therefore agreed that a joint evalu-
ation of the development cooperation between Mozambique and Denmark during the
period 1992-94 should be undertaken. The evaluation would serve as an input to discus-
sions on the future development cooperation between the two countries within the con-
text of ongoing efforts to formulate a joint framework for development cooperation
between Mozambique and it’s development partners.

To further the partnership principles of the Paris Declaration, it was agreed that the eval-
uation would be undertaken in close cooperation between the Evaluation Department in
the Ministry of Foreign Affairs (EVAL) in Denmark and the Ministry of Planning and
Development (MPD) in Mozambique, which is responsible for overall monitoring and
evaluation of Mozambique’s development policies and strategies.

EVAL has taken a lead role as regards funding, contracting and implementation manage-
ment, while the participation of MPD in the process has been a valuable contribution to
the exercise and hopefully has contributed to building up experience in evaluation efforts
in MPD. It is hoped that the joint experience gained can be useful also for future evalua-
tions in Mozambique, be they of a sector-specific or wider nature.

The main purpose of the evaluation is to evaluate achievements made and extract experi-
ence from bilateral cooperation and utilise this in the decision-making process concern-
ing future Danish (and international) support to Mozambique. The evaluation thus
assesses achievements against the overall development objectives as formulated in the
Mozambican strategies for development and poverty reduction (PARPA I and II) as well
as in the Danish Strategy ‘Partnership 2000” and the country strategies for collaboration
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between Mozambique and Denmark published in 1995 and 2000. The efforts and
achievements are assessed against the contemporary context and standards prevailing at
the time, when decisions were made.

The evaluation assesses the Danish contribution in view of the general development
efforts made in Mozambique during the evaluation period and in view of the combined
efforts by development partners to support these. The assessment of the Danish develop-
ment cooperation comprises the main bulk of the evaluation, however. The approach is
inspired by debates among partners in the DAC Network on Development Evaluation
concerning evaluations of development assistance at country level and draws on the
approach developed for the evaluations of the Danish development cooperation with
Uganda, Ghana and Benin.

The evaluation has been carried out by a team of external consultants from the UK-based

company Mokoro Ltd. and ECORYS, a company based in the Netherlands.

This synthesis report presents the final conclusions and recommendations of the evalua-
tion. The perception study and various thematic papers conducted as part of the evalua-
tion as well as the appendixes to the evaluation are contained in the attached CD-ROM.
All reports may also be found at www.evaluation.dk and at the MPD web-site www.
mpd.gov.mz.

EVAL and MPD would like to thank all stakeholders who contributed in various ways to
the preparation of the evaluation report.

Evaluation Department Ministry of Planning and Development
Ministry of Foreign Affairs Mozambique
Denmark
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Exchange rates (March 2008)
Danish Krone
USD 1 = DKK 4.72

Mozambican Metical
USD 1 = MZM 24.08

NB: In July 2006 the Metical was redenominated at a rate of 1000:1, in effect removing
three zeroes from the currency.

The chart below shows the historic rates of DKK and MZM against the USD during the
evaluation period.

Danish Krone and Mozambican Metical vs. US Dollar 1992-2006
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Executive Summary

Evaluation objectives and approach

This is an evaluation of the entirety of Danish Aid to Mozambique since 1992. The
main purpose is to evaluate achievements against the overall development objective of
poverty reduction as formulated in the overall development strategies for development in
Mozambique, and development strategies relating to Danish development cooperation in
general and with Mozambique.

The evaluation is based on a thorough review of available documentation, supplemented
by interviews with a range of those involved with the Danida programme. A study of
stakeholder perceptions was an important source of evidence, and is presented as a sepa-
rate volume in the report. The analysis in the present volume also draws on a series of
sectoral and thematic Working Papers.

The evaluation approach was first to assess Mozambique’s overall performance and the
contribution of aid as a whole (Part II), then to assess the Danish contribution (Part III).

Recovery and aid since the peace accord

Political context

After the end of Portuguese rule in 1974, Mozambique spent almost 17 years embroiled
in a war. More than a million people are believed to have died and much of
Mozambique’s public and private infrastructure was destroyed during this conflict,

in which the party which had achieved independence, FRELIMO, was challenged

by the externally sponsored RENAMO.

Many factors, both political and economic, contributed to the peace settlement between
RENAMO and FRELIMO in 1992. Important external factors included the end of the
Cold War and political change in South Africa. The Nordic countries, including
Denmark, were prominent in the diplomatic efforts to secure an accord, and to make it
work.

As a condition of the settlement, the country moved to a multi-party system and held
democratic elections in 1994. FRELIMO has won successive parliamentary and presiden-
tial elections, with RENAMO as its only major challenger. Although some of its margins
of victory were narrow, FRELIMO has by far the strongest organisation and presence
throughout the country. Thus the transition from war to peace, and the adoption of a
pluralistic constitution, has not brought with it a realistic prospect of a democratic
change of government. The boundaries between party, state and government are blurred,
and most observers see FRELIMO as consolidating party channels of influence and
control.

Economic framework

The war was a massive burden on the government budget, and the state-centred path of
economic development that FRELIMO had adopted became increasingly untenable. By
the mid-1980s Soviet support declined and Mozambique had to reconsider its economic

13



EXECUTIVE SUMMARY

and political options. It became increasingly reliant on Western support, and joined the
IMF and the World Bank. The government embarked on market-oriented economic
reforms.

The peace accord of 1992 and the subsequent elections created favourable conditions for
economic and social development. From a very low post-war level, Mozambique was one
of the world’s fastest growing economies in the period 2001-06, with a significant part of
this growth driven by inflows of foreign aid and foreign-financed ‘mega-projects’ based
on natural resources.

However, the transition to a market economy in Mozambique was not straightforward.
The pool of skilled Mozambicans remained very small, and the formal private sector,
major foreign investments apart, was weak. There was an inevitable overlap between the
business and political elites. The Party has been reluctant to relinquish control over the
economy and there is much continuity between the old era of socialism and the new era
of capitalism. This is not surprising, but it means that, in economic as well as political
terms, Mozambique does not conform neatly with the ideals of its western international
partners.

In 1997, the external debt of Mozambique stood at USD 6.0 billion and the ratio of
external debt to GDP at 233%, the highest for a country in Africa at the time. In 1999
and 2001 the country benefited from two rounds of HIPC debt relief. The HIPC process
required the preparation of a Poverty Reduction Strategy (PRS), and Mozambique’s first
strategy for the reduction of absolute poverty, PARPA I, was prepared in 1999. Successive
PARPAs became a focus for coordination of donor support.

The role of aid

Following the collapse of Soviet assistance to Mozambique, Western donors flooded in
with support. The Nordic countries were early supporters of independent Mozambique,
and still feature prominently among its bilateral donors. Non-OECD donors were of
minor significance during the evaluation period, but some, such as China, are likely to be
more important in the future.

In 1992, during the relief and reconstruction efforts, aid dependence was at its highest,
with aid comprising 87% of GNI. Subsequently the volume of aid has increased from an
annual average of just over USD 900 million during the 1990s to an annual average of
around USD 1.3 billion from 2003-05.

In the early years, there was naturally a transition from humanitarian aid towards reha-
bilitation, both of infrastructure and of institutions. Later attention turned towards
Mozambique’s debt burden, with the same intent — that debrt relief could make more
resources available for poverty reduction.

There were related shifts in aid modalities. Sector-wide approaches (SWAps) were devel-
oped from the late 1990s onwards, and more radically, a system of joint coordination and
dialogue about general budget support (GBS) was developed, which became linked to
the PARPA. The group of Programme Aid Partners (PAPs) grew from a handful to
nearly 20 by the end of the evaluation period. There has been a substantial shift towards
more programmatic aid modalities, but project aid has remained substantial and has
recently continued to grow in volume.

14



EXECUTIVE SUMMARY

In Mozambique the capacity of Government (GOM) institutions, especially during the
1990s, was very weak. Initial donor efforts to strengthen public finance management
(PFM) focused on ensuring alignment of public expenditure outlays with government pol-
icy objectives. In the late 1990s and during the present decade the focus of PFM reform
gradually shifted towards the machinery of financial administration. Progress in the mod-
ernisation of the Mozambican system of public finance management is generally considered
to have been good, but there are continuing constraints in planning, budgeting and PEM.

Some broad outlines can be drawn of Mozambique’s performance over the evaluation
period. Macroeconomic growth has been impressive, poverty reduction has been signifi-
cant, and social service coverage has improved. Studies also show that aid has contributed
explicitly to rehabilitation, expansion and operation of public infrastructure and services,
and that aid has contributed to the development of public institutions. However, it is also
necessary to point to several possible drawbacks of aid: the tendency for aid to be chan-
nelled in ways that undermine government capacity and coherence, the possible links
between aid and corruption, and the wider issues of aid and national accountability. The
evaluation therefore considered possible negative as well as positive effects of Danish aid.

The Danish contribution

Denmark’s aid strategy in Mozambique

Danish aid is seen by OECD/DAC peers as generous and of high quality. It is also
regarded as unusually focused on a limited number of programme countries and of sec-
tors within those countries. A consensus supporting high levels of aid has been nurtured
by attention to the Danish ‘resource base’ (businesses, academics and NGOs with a
direct interest in aid).

As regards aid modalities, Denmark was an early advocate and practitioner of partnership
with recipient governments and of the use of government systems so as to build capacity
and promote ownership. It was an early mover away from isolated projects towards pro-
grammes designed at sector level. However, because of concerns about accountability and
about the need for distinct visibility of Danish aid, it has been cautious about disbursing
through government financial systems, and has had reservations about budget support.

Danish aid to Mozambique is not strictly governed by formal strategy documents.
Country strategies became an important feature for Danida only in the mid-1990s, and
only two such documents have been adopted by Danida for Mozambique during the
period, namely in 1995 and 2000. These strategies played a process role and helped to
crystallise thinking and plans, but they were not a rigid guide to resource allocation. In
practice, the country programme is a rolling one, with considerable flexibility and scope
for annual adjustments.

The evaluation of Danish strategy in Mozambique suggests a contrast between two broad
periods: the 1990s were characterised by optimism and innovation, which gave way to
uncertainty in the new millennium.

The Danish aid programme in Mozambique

Denmark’s bilateral aid to Mozambique has a number of funding streams including the
country programme, funding for advisors, Mifresta (Environment, Peace and Stability
Fund), Private Sector Programme, NGO projects, and humanitarian aid.
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A brief overview of Danish aid figures to Mozambique:

e Total Danish aid expenditure to Mozambique from 1992-2006 was almost DKK
4.5 billion (very roughly USD 700 million at contemporary exchange rates).

e There was a general upward trend in annual disbursements, with small dips in
1997, and again from 2003-05. At the beginning of the period the annual total was
less than DKK 150 million; in the five years to 2006 this was closer to DKK 400
million.

e Denmark’s share of official aid to Mozambique sat at just over 4% for the 1992-99
period, and rose to just over 5% for the 2000-06 period.

The main sectors in which Danida remained engaged through the period were Financial
Support (Debt Relief, Import Support and GBS), Government and Civil Society,
Education, Agriculture, and Health. Support to Energy has been substantial since 1997,
and support to Environment since 1999. There was a small programme for Business and
Industry over the period.

Significant amounts of Danish aid have been targeted to the provincial level. Danida has
a history of support to Tete province, and the programme in Tete was broader and more
coherent than in any other province.

Main components of the Danish aid programme

Financial support

The category of ‘financial support’ includes commodity import support, balance of pay-
ments (BOP) aid, debt relief and GBS. During the evaluation period, financial support
amounted to DKK 748 million, or 17% of all expenditures over the entire period (less
than the 20-25% anticipated in the country strategies).

At the beginning of the evaluation period, Mozambique was in the process of liberalising
its economy, but foreign exchange dealings were still heavily restricted. With liberalisa-
tion, tied balance of payments support became less appropriate and more difficult to use,
and there was increasing attention to budget support and debt relief.

The Ministry of Foreign Affairs (MFA) of Denmark had left the Mozambique country
programme free to chart its own course on financial aid and budget support. Denmark
became one of the leaders in the move towards debt relief, and in the system of coordi-
nated budget support that has developed in Mozambique.

There have been two separate interruptions of Danish budget support. In 2004 budget
support was withheld because of Denmark’s concern about a court case involving the
arrest of three Danish citizens. The temporary ‘freezing’ of budget support in 2006 fol-
lowed Danida’s dissatisfaction with progress in resolving the issues surrounding the
financial management of funds for the education programme in Zambézia. The evalua-
tion considers that both of these actions were an abuse of the budget support system, and
rightly damaged Danida’s reputation and credibility.

Apart from these blemishes, Denmark’s financial support was an extremely valuable compo-
nent of its aid to Mozambique. Financial support was highly relevant to Mozambique’s needs
in supporting macroeconomic stabilisation and reform and easing the constraints of the
government budget. The Danish financial support operations were valuable in themselves,
but their wider benefits in setting a pattern for other donors were probably even greater.
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EXECUTIVE SUMMARY

Agriculture, rural development and fisheries

Denmark’s expenditure in this sector was DKK 488 million over the period (11% of
total disbursements). The share of agriculture in the programme declined, but Danida
remained the second most important donor to a sector that has experienced considerable
donor fatigue.

Danish support to fisheries was mainly focused on semi-industrial fishing and on
attempts to put in place a fisheries master plan. Neither effort was successful. The
government failed to regulate fishing in a manner that would protect the interests of
shore-based fishermen, and Denmark finally withdrew from the sub-sector in 2002.

As regards agriculture and rural development, Danida continued to support projects that
had begun in the 1980s in Zambézia and Tete. During the 1990s, like other donors,
Danida became increasingly concerned that fragmented project assistance was not de-
veloping effective capacity in the responsible sector ministry. It was prominent in the
group of donors that developed ProAgri, a pioneering sector-wide approach for agricul-
ture. From 1999 onwards Denmark’s own efforts were formulated as Agriculture Sector
Programme Support (ASPS) which included pooled support for ProAgri, supplemented
by inputs to rural roads and a private sector support programme. The link with Danida’s
traditional provinces of focus was maintained through technical assistance.

All its initiatives in agriculture reflected Danida’s understandable concern to contribute
to the policy debate at the national level, to be involved with the practical aspects of
developing the functional components of the agricultural system (i.e. production, train-
ing and extension, research, marketing, input supply and credit and regulation) and,
most importantly, to remain committed to the realities of small-scale agriculture on the
ground in selected areas by providing technical assistance to provinces, while grappling
with the cross-cutting issues of gender, the emerging problems of HIV/AIDS and envi-
ronmental protection and management.

However, there is a strong impression that Danida has spread its efforts too thin, while
results from ProAgri have been disappointing. In the view of the evaluation, the time has
come for a fundamental review of ASPS. Sector budget support should continue, but
with links to efforts to devise and test practical solutions to current problems at district
level. This is likely to be more attainable by focusing on a single province and sponsoring
a more joined-up approach to rural development.

Energy

Danish support to the energy sector began in 1992 and is currently planned to be phased
out. Energy was one of the major sectors supported by Danida’s programme, and Danida
was also a major donor to the sector, committing 25% of total bilateral funding over the
evaluation period. As in several other sectors, isolated projects were later linked to a sector
programme which sought to strengthen the main institutions in the sector.

Overall, Danida support to the Energy sector in Mozambique has been beneficial and
relevant to the needs of the sector. The sector programme support was a step forward in
terms of the coherence and efficiency of aid delivery. Denmark is now withdrawing from
the sector, as part of longstanding efforts to streamline the country programme, and on
the basis that other funding sources are available.
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Education

Education accounted for DKK 492 million (11%) of total programme spending. Due to
the war, at the start of the evaluation period the education system was in disarray. The
challenge was to move from an emergency-oriented approach to a longer-term develop-
ment vision, and in 1998, the government’s Education Sector Strategic Plan (ESSP) was
prepared and approved, focusing on access, quality and capacity building,.

The first phase of Danida support to education was initially focused on four basic level
technical schools. In 1995, Danida supported a one-year project to pay salaries of over
800 teachers in Tete province, and the preparation of its first education programme, over
a five-year period. In the second phase, from 2002-06, Danida developed the Danish
Support to the Education Sector Strategic Plan which closely followed ESSP priorities,
and was implemented in Zambézia and Cabo Delgado, as well as Tete. This programme
suffered major setbacks in 2005 from the discovery of accounting irregularities and the
subsequent freezing of most activities (though contracts under way were continued).

The Project Completion Report for the first phase of the education programme empha-
sised that it was relevant and implemented well. For the second phase, no comprehensive
overvie