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A)  Introduction 

1. The Ministry of Health (MISAU), through the Administration and Finance Directorate (DAF) has, with the support of the cooperation partners of the health sector, strengthened the financial management systems through the implementation of an action plan formulated in response to recommendations from audits, inspections and consultancies. This plan has been the subject of regular monitoring by an independent private company. 

2. Still, despite having made significant progress, the plan covers in a first phase the DAF, and does not reach the provincial organs (including the hospitals and district health services), that manage a significant part of the funds allocated to the sector.

3. The introduction of e-SISTAFE (management information system for State Funds) required a new dynamic of the sector, with a transition from a manual system of financial management and accounting towards an informatized system, without the necessary strengthening. The current decentralization of budgetary and financial management to the district level constitutes another challenge, requiring the sector to strengthen the management systems at that level. 
B) Specific objective of the project

The financial management capacities of the health sector at central and provincial level are strengthened via the extension and the deepening of e-SISTAFE.

This includes the development of  (e.g.) the following activities: 

· Strengthening the organization capacity (including a clear definition of the task of the different subdivision and staff within the current scenario of use of IT) in the Provincial Administration and Finance Directorates;

· Developing a Chart of Accounts of the Health Sector through sectoral classifiers in the framework of the ‘Basic Model of Public Accounting’ 

· The use of e-SISTAFE in central and provincial hospitals;

· Training provincial and district staff in budgetary and financial management;

· Training central, provincial and district staff in procurement procedures;

· Training provincial and district staff in budgetary and stock management;

· Developing the Assets Management Sector (reorganize, introduce IT-based asset management system, asset classifiers);

· Consolidating the implementation of the Internal Control Unit in the central and provincial organs;

· Reviewing the Plan for the strengthening of the financial management

4. As can be seen, the scope of the project is the entire health sector, in particular the units that deal with financial management, procurement, logistics and patrimony/assets; from the central up to the district level. In fact, as there is a plan under implementation at the central level, the content should be different for the provincial and district levels. 

C) Project Framework 

5.  The strengthening of the financial management was defined as a priority in the 2009 PES (Economic and Social Plan) and in the Five-Year Plan of the Government 2010-2014 which is under elaboration. The premises that guide these plans are integrated in the efforts of the GoM towards poverty reduction and achieving the Millennium Development Goals, for which the financial component is crucial. A careful budgetary and financial management is crucial for the efficient implementation of the health sector programs, in order to achieve the targets set for each period. 

6. The institutional strengthening of the budgetary and financial management processes is of interest to other partners in PROSAUDE that have been supporting the DAF since 2007, in particular:

· DANIDA: Technical assistance; Plan for the implementation of Internal Control and an Integrated System of Financial Management.  
· European Commission: Refunctionalisation of the Financial Department;

· SDC: Follow-up of the Rapid Situation Assessment of the DPS Zambezia and PFM Assessment in MiSau;

· Global Fund: Monitoring of the DAF Strengthening Plan

7. The involvement of the abovementioned partners covers part of the institutional development needs in the area of financial management of the sector. The current support by Belgium would allow the extension of these processes to the provincial and district levels, as well as the introduction of the tasks.   

D) Budget and Terms of the Project  

8. One of the actions that will need to be undertaken within this project is the review of the Financial Management Reinforcement Plan, so that it integrates other components such as procurement, logistics and patrimony/assets. The current plan does not fully address these areas, beyond the need to cover other levels. For example, the PFM (public financial management) Assessment of MiSau could deliver recommendations that would need to be incorporated in the current Financial Management Reinforcement Plan. Therefore, a medium and long term budget proposal will only be available after the first phase is finalized. 

9.  In this first phase MiSau proposes a short program that is sufficient to use the Euro 1,000,000 that is currently available. Below the activity program proposal is presented in a summarized form: 
	Activity
	Executing unit
	Period
	Value

	Strengthening the organizational capacity of the Provincial Administration and Finance Departments
	DAF/ TA
	Mar 09 – Sep 09
	125,000

	Developing a Chart of Accounts for the Health Sector
	DAF/TA
	Feb 09 – Jun 09
	120,000

	Deepening the use of eSISTAFE
	UTRAFE/TA
	Mar 09 – Sep 09
	125,000

	Extension of the use of eSISTAFE to central and provincial hospitals
	DAF/UTRAFE
	Jun 09- Dec 09
	100,000

	Training of staff in budgetary and financial management, procurement procedures, stock management
	External services
	Mar 09 – Dec 09
	300,000

	Consolidation of the implementation of the Internal Control Unit
	DAF
	Jan 09 – Dec 09
	150,000

	Refunctionalisation of the Patrimony / Assets sector
	DAF/TA
	Feb 09 – May 09
	50,000

	Review of the Financial Management Reinforcement Plan
	DAF
	Jun 09 – Sep 09
	30,000

	Total
	1,000,000


Legend: 
TA – Technical Assistance

DAF – Administration and Finance Directorate

External Services – Contracted private company

UTRAFE – Technical Unit for the Reform of the State Financial Management

10. MISAU is consolidating its financial management processes, which are integrated in the management of PROSAUDE II. It is favorable to MISAU that the management of these funds would be aligned to the mechanisms that are currently in plan and should be integrated in PES 09, as an addendum in the case it is already approved. 

E) Project Implementation  

11. The implementation of the project is under the responsibility of DAF using the mechanism currently applied and the Technical Assistance that will be contracted will be affected to this directorate. The possibility of interaction with other areas that would eventually be indirect beneficiaries of the project is not excluded. 
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