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The Executive should present a formula for the 
transfer of funds to provincial governments 
to prevent corruption        

The central government should transfer funds from the State Budget for the operation of provincial 
governments. However, so far there has been no formula that defines the criteria for the distribution 
of funds to the 10 provincial governments. 

The formula that should have been approved through Law 16/2019 of 24 September, which defines 
the financial and asset management for provincial decentralized government bodies, is not defined in 
it, so that the Government risks transferring money without criteria that guarantee transparency and 
public scrutiny. Thus, it means that some provinces can benefit to the detriment of others, exacerbat-
ing the social inequalities that exist in the country.

When the above-mentioned law proposal was submitted by the Council of Ministers to the Assembly 
of the Republic in July 2019, it did contain a formula for inter-governmental transfers, which, how-
ever, presented formulation problems, as CIP stated at that moment1. At the time, the CIP showed 
that the formula (Box 1) contained no information on which indicator would represent the total limit, 
which would result in its non-applicability.

1  https://cipmoz.org/wp-content/uploads/2019/08/ANA%CC%81LISE-SOBRE-A-PROPOSTA-DE-LEI-.pdf



Box 1: Formula presented in the proposed law, indicating the criterion for determining the 
spending limits of the Government’s contribution by province

Where: 

LP – Limit for each province; 

NHa – Number of  inhabitants of the Province; 

NHT – Number of  inhabitants of the country; 

LT – Total Limit, excluding government debt service 

ATP – Territorial Area of the Province; 

ATT – Total Territorial Area of the country.

It turned out, however, that the Assembly of the Republic removed the formula in the final version 
of the Law, making the system of transferring financial resources from the central government to the 
provinces less transparent and susceptible to corruption and/or influence trafficking.

Historically intergovernmental transfers have not been made in a transparent manner to decentralized 
governance bodies. This is the case of the municipal compensation fund (Fundo de compensação 
autárquica, FCA), in which the Government should transfer from the budget 1.5% of tax revenue 
based on a formula that guarantees equity in the distribution of resources allocated to municipalities, 
pursuant to Law 1/2008 of January 162. Although there is a formula, the Government has ignored it, 
using the transfer without clear criteria, as CIP previously stated in an analysis3 published in May 
2019.

The analysis in question shows that between 2015 and 2018, with regard to the FCA, municipalities 
that recorded the greatest nominal losses due to non-compliance with the formula were the city of 
Tete, the village of Quissico and the city of Mocuba, with an average loss of about 32 million meticais, 
and those that had benefits beyond what was planned were the cities of Maputo, Beira and Nampula, 
with an average gain of about 59 million meticais.

Internationally, an intergovernmental transfer system has been defined to ensure that decentralized 
governments have sufficient resources to provide the services that are in their purview in an equitable 
manner, that is, through a formula or a clear distribution criterion.

The formula must be objective, transparent and comply with an evening out system (a redistributive 
mechanism to ensure its equity). Its total limit can be set from a proportion of GDP or tax revenue (as 
is the case with municipalities) or another indicator defined by law. With regard to the equalization 

2  Defining the financial, budgetary and asset regime of local authorities and the local tax system.
3  https://cipmoz.org/2019/05/08/descentralizacao-fiscal-sem-enquadramento-no-contexto-actual-das-financas-publicas/, whose updated version can 
be found at: http://www.iese.ac.mz/wp-content/uploads/2019/12/art_cbanze.pdf



mechanism, it can be based on the territorial area, population size, multidimensional poverty, or 
revenue collection capacity, among other indicators. The important thing is that there be criteria and 
that these are clear enough to allow public scrutiny.

Therefore, in order to correct the present situation of transfer of funds without a formula adopted by 
law, which is a clear violation of the principle of objectivity, transparency and equity, it is urgent to 
regulate the finance law of provincial decentralized government bodies, since the governments 
have already been elected and need resources for their operation.

Law 16/2019 provides that the Council of Ministers (CM) regulate this within 180 days of the date 
of its publication, i.e. by March 2020. This is within the first 100 days of the Government’s activities, 
but this action is not contained in the related document made public. Given its importance, it would 
be ideal for this action to be taken on a priority in the upcoming CM sessions.

At present, Law 16/2019 provides in Article 22 that, until the definition of the formula, the limit 
allocated to each provincial decentralized government body will be shown each year in the budget 
law, without clarifying what criteria it is based on.

It should be noted that the non-regulation of this law will compromise the legitimacy of the provincial 
five-year plan (Plano quinquenal provincial, PQP) due to the lack of sufficient elements to predict 
revenue and, consequently, expenditure. The PQP, pursuant to the law under review in its Article 5, 
shall be submitted to provincial assemblies 30 days after the governor’s inauguration.

Furthermore, in recent years, the Executive has been allocating a larger portion of the Budget to the 
central level, approximately 60%, and the remaining 40% to provinces, districts and municipalities. 
The election of provincial decentralized government bodies should bring about a change in the 
distribution mechanism for resources, because financial responsibility is a central component of 
decentralization. 

For decentralized government bodies to perform their duties effectively, they must also have an adequate 
level of revenue, whether they are collected locally or transferred from the central government, as 
well as the authority to make decisions about expenditures.
Therefore, it is expected that these provincial governments will have sufficient resources to be able 
to allow the principle of subsidiarity4 to assert itself (which is what is intended in any process of 
decentralization) because, otherwise, it can be concluded that this last election of provincial governors 
will serve only to bring more costs to the State Budget rather than solving the population’s problems 
at the local level. 

4  The principle of subsidiarity states that decisions should be taken at the lowest possible level of government/administration, compatible with the 
territorial area of beneficiaries of the services provided and without negative effects on higher levels (Martinez-Vasquez, et al., 2006).
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