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THE DEBATE BEGINS
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     Action Aid says IMF caps hit education
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+ Guebuza speech - both.

+ Exports to Malawi and chronic malnutrition - Portuguese only
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========
This is an irregular service of news summaries.
To subscribe or unsubscribe, see note at end.
=========
GUEBUZA & PEASANTS UNION
JOIN DEBATE

   Are peasants lazy 

   or not supported?

"The lack of a habit of hard work is perpetuating hunger and poverty. We have to work more and harder," President Armando Guebuza told a series of rallies in Zambezia province last week. "There are many lazybones in Mozambique. We have to admit we don't work much." These are people who "relax without having done anything, and then become tired of so much relaxing."
In Alto Molocue he criticised the "massive apathy toward work in the country". In Zambezia there is a lot more land that could be farmed, and rivers that could be used for irrigation, but which are not being used because peasants are lazy and apathetic. 
The respected journalist Gustavo Mavie, head of the AIM news agency, who travelled with the President, said Guebuza really was "breaking the ice" -- saying the unsayable in blaming lazy peasants for underdevelopment. Mavie noted that in Mopeia, Guebuza hinted at it might be necessary to resort to "persuasion". This could be seen as a reference to the Operation Production which Guebuza used against "unproductive" people in the cities in 1983.
But the new line is not going unchallenged. The National Peasants Union (UNAC) marked International Peasants' Day (18 April) by saying the peasants cannot do more work unless they have more support from the government. The use of fertiliser, improved seeds, animal traction and irrigation is very low in Mozambique because most peasants are so poor they cannot buy inputs. UNAC called on the government to provide agricultural credit, inputs and marketing support. 

UNAC said other countries in the region and around the world provided such support, which is also necessary in Mozambican to make peasant agriculture profitable.
Meanwhile, the national Food Security Unit (Secretariado Tecnico de Segurança Alimentar e Nutricional - SETSAN) announced on Wednesday that chronic child malnutrition is getting rapidly worse -- from 31% of children in 1997, to 41% in 2003, and rising further to 46% in 2006. Chronic malnutrition comes from a regular lack of food, and means that the poorest half the population is getting poorer. 
Thus one reason for peasant "apathy" may be simple lack of food. Peasants who start work at 4 am before sunrise and who only eat one meal a day are likely to be tired and sitting under a tree by 11 am when the visiting delegations pass. But they have already done 7 hours of hard labour. Even just a bit of fertiliser and some improved seeds would make that labour more productive, meaning more food and perhaps making harder work possible during the next season.
Guebuza's attack on lazy peasants has been expected, because Guebuza's close advisors have been taking this line in private for some time. But the Frelimo leadership and Guebuza's advisors are increasingly urban middle class, and it appears the Guebuza has been given some bad information. In one speech he said that it was due to laziness that food was being imported from Malawi. But on the same day, an article appeared in Noticias complaining that 13,000 tonnes of food had been exported to Malawi from just one district, because there was no market for the food in Mozambique. Some Mozambican peasants do not have the money to buy basic food.
Clearly, the debate is only beginning.

                                         Joseph Hanlon, 20 April 2007

IMF DOES CAP AID, SAYS

INDEPENDENT EVALUATION;
MOZAMBIQUE CITED
The IMF has a policy of targeting inflation at 5-7% and requiring 2.5 months of imports as reserves, and if these targets are not met, then aid spending is capped, according to an independent evaluation commissioned by the IMF itself. Speaking at a seminar in London on 2 April 2007, the lead author of the report, Joanne Salop, said the team recommended that since this was, in fact, the policy of the Fund, it should be publicly stated -- but the Board and management rejected the recommendation, on the grounds that secrecy gave them more flexibility.

The evaluation also says that civil service wage caps are "not pro-poor" and have had "unintended consequences" of stopping countries from spending extra aid on hiring more teachers and nurses.
Mozambique was one of the countries studied as part of the evaluation. The report notes that in earlier years wage bill ceilings were seen as "especially important in Mozambique" in order to "free up fiscal space for other expenditure". Further, the report notes that until the early 2000s, the wage bill ceiling in Mozambique was set without considering the "the impact on expenditures in priority areas" or the possibility of increased aid.

But the report also cites Mozambique as an example of how the Fund reacts "to negative publicity and controversy on wage bill ceilings with programme modifications in the next review." The evaluation cites an article "Donor concern over IMF cap on aid increases" published in this newsletter (93) on 26 January 2006 and the reply by the resident representative, Perry Perone. The report notes, pointedly, that "subsequently" the policy was changed to allow Mozambique to spend extra aid.
Although Mozambique can now spend aid, its domestic borrowing is limited in an effort to reduce inflation (which is above the 5-7% range), the evaluation adds.
The report is also critical of "the Fund's failure to pay more attention to infrastructure-related growth" and other expansive factors that would allow the "spending and absorption of additional aid". 

The study concludes that the Fund failed to follow through on the promise of poverty reduction when it shifted from ESAF to PRGF, and instead "gravitated back to business as usual". The team notes that the Fund is bad at engaging with the World Bank, with donors especially in budget support countries, and with civil society -- and points out that governments told it that they wanted the Fund to have more contact with civil society (in contrast to Fund staff saying governments will not allow them to talk to civil society).
The report as published contains an angry and very conservative response from IMF staff. They defend the past use of wage bill ceilings, while noting that there is a new Fund policy "to discourage the use of wage ceilings, given their blunt nature." The staff defends its concentration on "macro-economic stability" as the basis of growth and poverty reduction, and says this was never supposed to change in the shift from ESAF to PGRF. The staff also object to the report's implication that it is always good to spend extra aid. 
Staff are clearly angry with the implication in the report that the IMF should allow more expansive policies. At the London talk, the staff even had a rebuttal speaker, David Andrews, who said aid should be saved in order to "manage volatility". And he warned that it was necessary to be sceptical about donor promises to increase aid, made in Gleneagles. "The extra aid isn't coming".

The document is dated 12 March but was not posted on the web until 26 March. It is on

http://www.imf.org/external/np/ieo/2007/ssa/eng/index.htm

ACTION AID SAYS

IMF STILL CAPPING

EDUCATION

Although the IMF has become more flexible with respect to Mozambique, its policies still restrict essential education spending, according to a study just released by ActionAid. 

The researchers looked at Malawi, Sierra Leone and Mozambique precisely “because the IMF claims to have shown some flexibility in these countries.” After donor protests last year, the IMF no longer imposes a specific civil service wage cap on Mozambique. But government officials, in interviews with ActionAid researchers, said that in order to meet IMF demands for single-digit inflation and low fiscal deficit levels, they had to impose a wage ceiling on themselves and limit the number of new employees.

This has meant limiting the number of new teachers. Also training for primary teachers has been cut from to one year after 10th class instead of two years. This doubles the number of teachers that can be trained, but, more importantly from a wage cap view -- means that the teachers can be paid only half as much as those who have 12th class or equivalent.

The government admits that spending caps mean it cannot hire enough teachers, says the report. With a primary school pupil to teacher ratio of 74:1, Mozambique is one of the worst in Africa, according to UNESCO. At best, the government hopes to lower this to 54:1 by 2015, which will require going from 47,000 primary teachers to 83,000. UNESCO in its 2007 Education for All Monitoring Report says: "Generally, ratios above about 40:1 make it difficult for teachers to maintain adequate quality standards." To reach that level, Mozambique would need 106,000 primary teachers. ActionAid says IMF caps make it impossible to hire the extra 23,000 primary teachers. There is also a problem of lack of sufficient aid commitments by donors, but ActionAid warns that Mozambique may not even be able to use long term education commitments, such as are made by DfID, without cutting spending in other vital areas such as infrastructure.
ActionAid researchers say Mozambican officials told them that the IMF could not justify their inflation and deficit targets, and that these are set by negotiations with the Ministry of Finance before there is any discussion about sectors such as education and health. The study argues that many economists feel the caps are much too tight, and that higher inflation and borrowing could be allowed in order to invest in education. Also education has a high rate of return, and teachers' salaries help to stimulate an economy which is demand-constrained (it does not grow enough because people do not have money to spend).
The full report is available at

http://www.actionaid.org/assets/pdf/1%20%20CONFRONTING%20THE%20CONTRADICTIONS%20E-VERSION.pdf
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REPORTS ON THE WEB

GUEBUZA 2005 SPEECH

AT CARTER CENTRE

CRITICISING DONORS

President Armando Guebuza criticised doors for telling Mozambique it cannot have a development bank. "Privatization means privatizing for the foreigner, and the domestic entrepreneurs do not have the resources, they are not given the chance to have the resources, and they are not part of those that should play an important role in creating wealth in the country and providing jobs." A development bank would change that. In the discussion, Mozambicans said "donors are actively discouraging" the development bank "through surreptitious means." The speech was at the Carter Centre, Atlanta, Georgia, USA on 9 December 2005, but has only just been published.
President Guebuza called on donors to listen a little bit more to what Mozambique says it wants, and to stop demanding so many viability studies. "We are the first ones interested in solving our problems. We feel them every day, and that is why we need to own our own development program"

Mozambican excepts and full conference report on

http://www.open.ac.uk/technology/mozambique/p6.shtml

ATTORNEY GENERAL STATEMENT

Attorney-General Joaquim Madeira made his annual statement to parliament Wednesday 18 April. I have posted the full text of the statement plus comments by CIP and AIM. These are posted on

http://www.open.ac.uk/technology/mozambique/p7_1.shtml
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