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Figure 1: Map of the Six Case Study Provinces
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GLOSSARY AND DEFINITIONS

Dari Terms

Agir
'Alagadar
Arbobs
Babs

Fasils

Furmaan taknini
Hawza
Loyajirga

Karmand
Ma'arif
Ma'arif-gachkol
Mafawk-i-rutba
Meshrano Jirga
Mujahidin

Mustoufiat
Mustoufie velayat or
Mustoufie

Qawm

Rasmi gereeda
Rawabit
Safayi

Sharwali uluswali
Sharwali wolayat

Shura
Takhsis
Tashkeel

Government staff hired on fixed-term contracts
Subdistrict administrator
Village headmen
The six major expenditure codes:
1000 Personal emoluments
2000 Services
3000 Toolsand materias
4000 Maintenance and repairs
5000 Land and structural equipment (capital)
7000 Subsidies, grants, contributions, and pensions
The more detailed line item expenditure codes, such as
overtime, fuel, office supplies, and so forth
L egidative decrees approved by the president and Cabinet
Region or zone
"Grand council.” Theinstitution, which is centuries old,
isasimilar idea to the Islamic shura, or consultative
assembly.
Permanent, tenured government staff
Head of aprovincial education department
"Education alms bowl!" initiative
Beyond grade
House of Elders; upper house of the National Assembly
(Arabic: "fighters") In Afghanistan, the guerrilla rebel
fighters who opposed invading Soviet forces and the
Afghan communist government (1979-92).
The provincial department of finance
The provincia agent of the Ministry of Finance

Network of affiliations deriving from families or
occupations

Official publication of the Ministry of Justice akin to an
official gazette

Advocate or someone who can procure afavor or aspecia
service

Municipal service charge and property tax

Rural municipality

Provincial municipality

(Article 111 of the 1964 Constitution indicated that
municipal councilsareto be established by "free, universal,
direct, secret election." Article 6, Chapter 8 of the new
constitution notes that municipalities shall be established
to administer city affairs.)

Council or association

Budget allotment

Staffing establishment or list of sanctioned posts
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Tashkeelat The department, currently in the Office of Administrative
Affairs, that authorizes department structures and

establishments
Ulema Islamic scholars
Uluswal District administrator
Uluswali District administrations

(Article 108 of the 1964 Constitution indicated that
"subdivisonsareto befixed by law," and thisiselaborated
inthe Law of Basic Organization of Afghanistan. Article
140, Chapter 8 of the new 2004 Constitution makes
reference to districts and villages.)

Wali Provincial governor

Wasita Personal relationships through which favors may be
obtained

Wolayat Province

(Article 108 of the 1964 Constitution provided that "the
unit of local administration isthe province. The number,
area, subdivisions, and organization of the provinces shall
befixed by law." Thelaw enacted under these provisions
and remaining in force during the period of the 1964
Constitution is the Law of Basic Organization of
Afghanistan, 20 Mizan 1344. Articles 34-46 deal with
local administration. Article 42 names 28 provinces, as
well each of the districts. Article 1, Chapter 8 of the new
2004 Constitution specifies that the local administrative
unit is the province.)

Wolesi Jirga House of People; lower house in the National Assembly
established by the 2004 Constitution.

Historical Terms

Mustoufie al mamalik  Head of finance, in Kabul
Ra'is-i tanzimiya Governor general of aregion (four or five provinces)

Technical Terms

Terminology is notoriously difficult in relation to state institutions. In describing
organizational aspects of the Transitional Islamic State of Afghanistan (TISA),
this paper uses the following conventions:

Government is used in the European rather than the United States sense to refer
to senior decision-makersin the executive, excluding the judiciary and the National
Assembly. In other jurisdictions this group is often referred to as the Cabinet or
Council of Ministers.

Ministriesrefer to central government entities headed by a member of Cabinet or
aminister. They are without any separate corporate status, and are subject to the
general provisionsof civil service and public finance law. These features distinguish
them from the various commissions and "independent bodies" that are also
considered government entities, as well as the many government enterprises.

X AREU & The World Bank




Presidency isthe generic term for the principal administrative unit within ministries.

Central agency refers to the organizations in the executive that coordinate the
activities of, and provide guidance to, the line ministries and agencies. Central
agencies in Afghanistan are the President's Office, the Office of Administrative
Affairs, the Ministry of Finance, the Ministry of Labor and Social Affairs, the
Civil Service Commission, and the former Afghanistan Assistance Coordination
Authority.

Department refers to the provincial outposts of central government ministries.
Sometimes, for emphasis, these are referred to as provincial departments.

District subdepartment is used to refer to the outposts of provincial departments
located in the districts.

Other Terms

Allowances Current rewards other than base pay. These can be
provided as part of the employment contract (transportation
and food allowances), or can be provided on a non-
contractual basis including intangible rewards (trips
abroad or training).

Bonded trustees Agents who transport cash for salary payments from the

provincia capita to abudget unit.

Civil service census A check on the actual numbers of staff in position.
Censuses typically use one or some combination of three
methods:

1. Physical headcountsor staff audits. Thesetypically
involve trained teams traveling to various parts of
the census area. Individual employees are required
to present themselves with identification or other
documentation. This can belogistically challenging
at the best of times.

2. Employee Questionnaires. These can be distributed
to employees or agency heads, who submit the
information back up the line and take responsibility
for its accuracy.

3. Payroll reconciliation. This involves reconciling
the payroll against aternative data sources, including
individual personnel files or service books, or the
establishment register. Reconciliation can be
extremely time-consuming.

Civilian central Employees in the central executive and legislative
government (as administration, in departments directly dependent on the
employment category;  head of state or the parliament, together with all other
excludes education, ministries and administrative departments of central
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health, and police)

Compression ratio

Defined benefit pension
systems

Defined contribution
pension systems

Grade creep

Job evaluation

Job grading

Lateral entry

Length of service credit

Nominal roll

government, including autonomous agencies paid by
central government. The exceptions are education, hedth,
and police employees, who are accounted for in other
employment categories.

Theratio of the highest to the lowest salary on a salary
scale. The Organization for Economic Cooperation and
Development (OECD) measures wage compression in
OECD countries as the mean of ninth decile salaries
divided by the mean of first decile salaries. The OECD's
approach ensures that a handful of salaries will not
dramatically skew the compression ratio. However, all
compression ratio approaches can be misleading if there
are significant monetary allowances not captured in the
calculations, or if the perceived value of non-monetary
rewards represents asignificant proportion of total rewards.

A pension scheme in which pension value depends on
years of membership in the scheme and some measure
of earnings.

A defined contribution pension plan isonein which each
employee’ s pension is based on the amount contributed
for the employee and earnings on that amount.

The regrading of staff into higher grades in order to
provide pay rises.

A process that compares jobs with each other, against a
common or accepted set of criteria, and placed in rank
order.

The grouping together of jobs within arange of similar
quality or job weight.

Entrance to the civil service by external recruitment or
otherwise, rather than through promotion or transfer from
within the service. Arrangements for lateral entry are
generally most widespread in position-based systems
where the emphasisis placed on selecting the best-suited
candidate for each position to befilled, whether by external
recruitment or viainternal promotion or mobility.

An additional number of yearsthat an employeeis deemed
to have served in government, as the result of academic
qualifications, qualifying them for early promotion.

A detailed list of legitimately employed staff.

Xii
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Pay-as-you-go

Personal grade

Position grade

Rank-in-person
appointment system

Rank-in-post
appointment system

Replacement ratio

Calendar

Pension schemes in which the accrued pension liabilities
of former employees are funded by current taxpayers or
other government revenues.

The grade that the individual post holder has reached
through promotion.

The civil service grade assigned in the tashkeel to a
particular post.

A system of advancement where promotions take an
employee up through various grades while they remain
in the same post. Thisisin contrast to a rank-in-post
system, where promotion is generally to anew job. All
systems have some mixture of the two systems—the issue
is one of appropriate balance.

A system of advancement where promotion is generally
to anew job. Thisis distinct from a rank-in-person
system.

Pensions as a proportion of final salary.

Afghanistan uses the Solar Hejra Calendar. This calendar has twelve months,
corresponding to dates in the western calendar as follows:

Solar month Western month and date (begins)
Hamal March 21
Saur April 21
Jawza May 22
Saratan June 22
Asxd July 23
Sonbola August 23
Mizan September 23
Agrab October 23
Qaus November 22
Jadi December 22
Dalv January 21
Hoot February 20

Hamal 1, 1381 corresponds to March 21, 2002. The solar year 1382 began on

March 21, 2003.
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Currency

All financial figures are provided in new afghanis (afs.) except where noted. The
most significant exception to this are the development budget data, which are
officialy published in U.S. dollars, and so are also provided in U.S. dollarsin this
report. The conversion rate current at the time of printing is 49.1 afs. per U.S.
dollar.
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ABBREVIATIONS AND ACRONYMS

AACA
ABC
ADB
AFMIS
AKDN
ANA
ANHRA
AREU
ARI
ARTF
AS
BHC

BPHS
CBG
CCA
CDC

CHC

CHW

CIDA
CoAR

Afghanistan Assistance Coordination Authority (now abolished)
Afghan basic competency materials

Asian Development Bank

Afghanistan Financial Management Information System

Aga Khan Development Network

Afghan National Army

Afghanistan National Health Resources Assessment

Afghanistan Research and Evaluation Unit

Acute respiratory infection

Afghanistan Reconstruction Trust Fund

Adam Smith Institute

Basic health center, a small facility, offering the same services as
ahealth post, but with more complex outpatient care

Basic package of health services

Capacity-building group

Cooperation Center for Afghanistan

Community development committee, elected village-level bodies
formed under the NSP

Comprehensive health center; they cover an area of 30,000 to 60,000
people and offer awider range of services than basic health centers.
In addition to assisting normal deliveries, the comprehensive health
center can handle some complications, grave cases of childhood
illness, treatment of complicated cases of malaria, and inpatient and
outpatient physiotherapy for disability.

Community health worker, which, together with TBAS, deliver basic
health services out of their own homes, which function as community
health posts. CHWSs offer limited curative care, including: diagnosis
and treatment of malaria, diarrhea, and ARIs; distribution of condoms
and oral contraceptives; and micronutrient supplementation. In
addition to delivering the BPHS, CHWs will be responsible for
treating common illnesses and conditions in children and adults.
Canadian International Devel opment Agency

Coordination of Afghan Relief

Civil Service Administration (now abolished — replaced by the
IARCSC)

Civil Service Commission (now abolished — replaced by the
IARCSC)

Central Statistical Office
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PREFACE
The Purpose of this Guide
This guide has three objectives:

First and foremost, it seeksto provide newcomersto the administrative and palitical
scene in Afghanistan with a basic guide to the structures and processes of
government. In providing this guide, it intends to convey a sense of respect for
the nuanced ingtitutional arrangementsthat congtitute the public sector in Afghanistan.
The simplistic assertions that the state collapsed in Afghanistan, or that the public
sector is an institutional blank slate, are not borne out by the facts. Politically,
there was undoubtedly a collapse. The presence of conflict from 1978 onwards
stopped any further consolidation of central authority, and there is a continuing
crisis of political legitimacy in much of the country. But the administrative
structures of the state have proven to be fairly resilient. The arrangements are
strongly centralized, but provide a coherent management and accountability
framework. The administrative practices are basically sound, and those practices
are well understood and consistently followed.

Second, and related, it intends to provide reformers with some understanding of
how to work "with the grain" of the existing institutional arrangements. The
coherence of the fiscal and administrative systems, the common understanding of
how they are intended to work, and the entrenched discipline of staff, are valuable
resources. The overarching principle that must underpin al assistance to the public
sector isto work with these strengths, nurturing the discipline that has remained
despite the many years of conflict. Inany setting, reform proposals that cut across
existing, well-entrenched and well-understood procedures present serious risks of
confusion and parallel structures. In a setting where the overwhelming majority
of administrative and fiscal procedures are not written, but are well known to most
serving officials, the introduction of new arrangements must pay very careful
attention to how these will overlay existing practices.

Third, this report seeks to pay tribute to the remarkabl e people who have kept the
system running and who are now reforming it. Credit belongs to two main groups.
There are the many civil servants who, during more than two decades of turmoil
and bloodshed, have neverthel ess respected basic administrative and fiscal procedures.
They emphasize that the pejorative implication so often associated with the term
"bureaucrat" is misplaced. Bureaucracy, with its rules-based procedures, has been
the only source of consistency in an otherwise chaotic and unpredictable environment.
Thereisaso the new staff in government — politicians, administrators and advisers
—who have achieved some remarkable victoriesin ashort period. The achievements
in maintaining a small and fiscally cautious government that is disciplined in
recruitment and pay policy, while also achieving significant improvements in
planning and budgeting capacity, are impressive.

In pursuing these objectives, this guide attempts to set out these underlying strengths
of the public sector, describing the evolution of the Afghan state, the current
political context, and the administrative and organizational components of the
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government. It sets out the legal basis and organizational responsibilities for key
fiscal tasks including revenue collection, budget preparation and execution, and
accounting and audit. 1t also describesthe organizational structuresin the provinces,
the way in which the staffing establishment is determined, and the structure of pay
and grading. In particular, it looks at the arrangements for service delivery in the
education and health sectors.

This guide is supported by detailed case studies of the six provinces that can be
found on the World Bank websites on Administrative and Civil Service Reform
and on Decentralization at:

http://www1.worldbank.org/publicsector/civil service/subcases.htm
http://www1.worldbank.org/publicsector/decentralization/topic2.htm
and on the AREU web site at:

http://www.areu.org.af

A companion paper, “ Subnational Administration in Afghanistan: Assessment and
Recommendations for Action,” outlines some specific recommendations resulting
from these studies.

Data Sour ces

This guide draws its data from many sources, but rests largely on a major program
of provincia assessments undertaken by the Afghanistan Research and Evaluation
Unit (AREU) and the World Bank. The six provincial assessments (Badakhshan,
Bamyan, Faryab, Herat, Kandahar and Wardak) were undertaken between December
2002 and July 2003. Provincial assessment teams consisted of national and
international public administration, public finance, health, and education specidists
who interviewed relevant government employees, NGO staff, and local community
leaders in provincial capitals as well as in several districts in each province.
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1. THE HISTORICAL AND POLITICAL CONTEXT

The Evolution of the Afghan State

Afghanistan became a nation-state, with its present boundaries, in response to
pressures from the expanding British Empire to the south, and the Russian Empire
to the north. The country’s efforts to resist subjugation were largely successful,
though Britain, for atime, asserted the right to control Afghanistan’ sforeign policy.
By 1919, this vestige of foreign interference was removed, and Afghanistan became
amember (in many cases a founding member) of the United Nations (U.N.) and
other international bodies. Throughout its development, the centralized state
structure has co-existed uneasily with a fragmented, decentralized traditional
society. Theinterplay —and at times conflict — between the two has been one of
the recurrent themes of modern Afghan history.

Early state-building

King Amir Abdur Rahman Khan (1880-1901) laid the groundwork for the
modern Afghan state by establishing a standing army and by instituting a more
efficient administration that enhanced tax assessments and collection, and improved
trade, roads and basic education. He re-organized civil administration and extended
it beyond the capital by dividing the country first into six provinces, each headed
by an appointed governor, and then into smaller divisions and subdivisions, led
by government-named officials. These newly prescribed lines of authority, however,
were mediated by deep personal loyalties, ethnic and tribal solidarities, and Shari’a
and customary laws.

Abdur Rahman’s government sought to penetrate, rather than displace, local
political structures. Judges retained their posts, but became salaried and regul ated
officials of the state. Appointed provincial officials worked through community
councils and tribal assemblies, relying on local agents (arbobs) asintermediaries.
Larger landowners, traditional leaders, and the ulemawere granted wide autonomy
in exchange for their cooperation.

Successor Afghan rulers gradually added to the state’ s administrative goals and
capacity, and cautiously attempted modernization.

While much of Amir Habibullah Khan’s (1901-1919) reign was spent fending
off foreign encroachment and protecting royal power, he accomplished several
educational and cultural reforms. He cultivated the rise of a progressive and
nationalist elite, and launched the country’ s first genuine (bi-weekly) newspaper.
He opened a high school to meet the increasing manpower requirements of the
central government, and founded a military academy to create an officer’s corps.

Amanullah (1919-1929), who assumed power after his father’s assassination,
introduced the country’ s first constitution. The 1923 Constitution formed a modern
executive, but kept legislative powers in the hands of the king and his seven-
member cabinet. It granted virtual equality to women, abolished slavery and gave
rights to non-Muslim minorities, while abolishing many traditional executive
privileges and limiting the power of religious court judges. Primary education
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was declared compulsory in a system of national schools, while intermediate and
secondary schools were set up in Kabul and in provincial capitals. The state also
subsidized private industries and encouraged the expansion of trade and private
investment. Municipal and provincial councils were formed for the first time.
Amanullah instituted direct taxation of farmers and traders, and regular budgeting
and accounting procedures. But his attempts to use state administration to impose
these reforms prompted opposition from conservative religious and tribal leaders.
In 1929, a Tajik peasant rebel group seized control of the capital and forced
Amanullah to step down.

Mohammad Nader Shah (1929-1933) - the eldest of the five prominent Musabihan
brothers - restored the rule of the royal family. He pursued areformist agenda by
promoting small-scale industry and by initiating a modern banking system in hopes
of expanding foreign trade. He invested state revenues (now mostly from taxes
on imports and exports) in improved civil and military administration,
communications, and transport. He re-opened schools that had been closed during
the 1929 rebellion, invited foreign teachers, and opened Kabul University, including
aschool of medicine.

After Nader Shah's assassination in 1933, his young son, Mohammad Zahir Shah
(1933-73), assumed the throne. For the next 20 years, the king's uncles ran the
government and did little to further greater political expression or social innovation.
Though government expenditures on education were high, second only to those
for the military (about 12 percent of the total budget in 1948-49), (see Wilber,
1956:169), Afghanistan’s 100,000 students represented less than 10 percent of
school-age children, and only 20 percent of the nation’s schools were located
outside of Kabul. The government added faculties of law, theology, and letters
to Kabul University, but enrollment remained low.

Throughout this period the state administration remained centralized, financed
through indirect taxes on commercia agricultural exportsincluding karakul, cotton,
raisins, and fruit. In the 1950s, the extraction of taxes from the rural areas had
declined markedly, and the revenue barely covered local expenses (see Schurmann,
1962: 234-5). This was in marked contrast to the situation that prevailed under
Amanullah, when land and animal taxes represented two-thirds of government
revenue (see Fry, 1974: 155-156).

It was the king's first cousin, Mohammad Daoud Khan, who became prime
minister in 1953, who recognized a new opportunity for state expansion. Politically
repressive and aggressively nationalist, Daoud prioritized economic growth and
made the critical decision to accept Soviet and East European economic and military
aid (see Ghani, 1987).1 Capitalizing on Cold War competition, Daoud also attracted
more modest amounts of American and European assistance (see Dupree, 1971:
21-23).2 Together, these foreign loans and grants, totaling more than $1 billion,3
covered most of the country’ s devel opment projects through the mid-1960s (Dupree,
1971:1)

Such external assistance allowed the state to expand. Foreign aid and (after 1968)
natural gas exports allowed the expansion of government projects and services,
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including education, roads,
and dams, and also
strengthened the military.
The civil service that was
approximately 10,000
employees in 1955 grew
to nearly 60,000 by 1963.

Daoud also made
earnest attempts at
professionalizing public
administration. Ministries
were reorganized and
preference in recruitment
and promotion was given
to those with foreign
technical or professional
training. Most officialsin
positions of higher
authority were Persian-
speaking ethnic Pashtuns,
who were regularly
assigned outside their

Box 1. Early Centralization

"(Inthe 1930s, provincid officias) ...weredmost aways
outsiders — usually Pashtuns from the south — and they
were frequently transferred to prevent them developing
personal power bases. Asaresult, they had little
knowledge of the areas under their jurisdiction, and they
had little interest in creating close tieswith local |eaders.
In addition, administrative distance was encouraged by
the centralized government organization. All major
decisions were referred to higher officialsin Kabul. All
provincial recruitment and staffing were done through
the ministriesin Kabul, and each ministry maintained
a separate chain of command that precluded easy
cooperation at thelocal level. In general, an officia
was more concerned with keeping good communications
with his superiorsin Kabul than in having good relations
within hisdistrict...

In sum, the weakest link in the government chain of
command was between the subprovincial administration
and the villages, where the government was faced with
indigenous political structures and where its own agents
were not well respected.”

Source: Barfield, 1984: 172-174.

home provinces.
However, officials sent to
rural areas often viewed the local population with contempt, afeeling reciprocated
by villagers who considered the government’ s representatives overbearing and
corrupt (see Barfield, 1984: 172-173).

Provincial and local administration also became more functional during thistime.
The country’ s regions, provinces, divisions, districts, and subdistricts were headed
by governor-generals, governors, commissioners, district governors, and alagadar.
The provincia governors, who exercised considerable autonomy, were appointed
directly by the prime minister; all administrative heads were named by and
responsible to the central government. The country’s districts became its key
administrative units, and the only government with which most citizens came into
contact. In astep toward popular participation, cities of more than 10,000 were
allowed to elect city councilmen and mayors every four years. However, the
provincial governments could veto candidates and, in practice, the elections were
not uniformly held.

Central government powers were also expanded in tribal areas, though actual
government control varied (see Box 1). Government garrisons were posted only
to the larger administrative units, making implementation of government policies
elsawhere difficult and sporadic. For example, in more remote areas, the government
made no effort to collect taxes, and tribal governance continued unimpeded. The
still sizeable nomadic community was linked to government administration only
tenuously. Several large eastern tribes that straddled the Pakistan border retained
many of their own military, economic, and administrative functions. Among other
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prominent tribes, many of their leaders were co-opted, brought to Kabul, and given
sinecure postsin the executive or the military.  Some were appointed as governors,
but always to provinces other than their own.

For al of hisaccomplishments, including educational and modest cultural reforms,
the autocratic Daoud was ill-equipped to pursue any of the far-reaching initiatives
advocated by an expanding urban, educated elite. More pointedly, it was Daoud's
"Pashtunistan” policy — agitation in favor of irredentist claims on Pakistan — that
closed the border, disrupted trade and precipitated King Zahir Shah’s decision, in
1963, to take the reins of government away from his prime minister.

The 1964 Constitution

In 1964, King Zahir Shah convened aloya jirga (grand assembly) to ratify a new
constitution that envisaged a constitutional monarchy with a bi-cameral parliament
comprising apopularly elected lower house and a partially elected upper chamber.
Though the powers reserved for the king were less than democratic, those elected
from the country’ s districts were given an opportunity to participate in the state’s
decision-making process and accorded wide access to the bureaucracy in Kabul.
In addition, the constitution’ s expansion of civic rights and protection of minorities
went far beyond any previous provisions.

The laws and regulations that followed reinforced the centralized administrative
and fiscal nature of the government structure. Officials working in the country’s
27 provinces4 were to work closely under Kabul’s supervision. Provincial and
district administrations were designed as miniature replicas of their respective
ministries in Kabul, bringing to the countryside programs affecting economic
development, education, health, and culture. Though they did not always follow
Kabul’s orders, they did maintain regular relations with the central government
by sending weekly, monthly or quarterly reports to their ministries, and by asking
for instructions from the center on issues they could not solve. Though the
constitution allowed for district councils (shuras) or consultative bodies, the law
establishing them was never passed and the concept was not applied in al parts
of the country.

In 1964, Afghanistan also witnessed improvements in irrigation, agricultural
modernization, increased enrollment in basic and higher education, and investment
in small and large industry. To handle the increased funding and activity, the
central government underwent enormous growth, expanding to 15 ministries (eight
concerned with development activities alone), and creating state institutions such
as banks, construction and insurance companies, two regiona development agencies,
anational airline, and new higher educational institutionsin public health and the
sciences (see Newell, 1981:86-88).

For all of the development gains, however, the 1964 Constitution’s democratic
experiment was foundering. Successive governments were unable to address
mounting economic and social problems or deal with a politically radicalizing
urban population. Legidative paralysis arrested socia and administrative reforms.
What few laws came into being were enacted during the parliament’ s recesses by
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government decree. Such promised legislation as land reform and a progressive
income tax were never addressed. Corruption and nepotism were widespread.

Judicial administration reform offered a somewhat brighter picture. The formal
court system had become visible in the larger cities and provincial capitals, and
the associated legal cadres of judges, prosecutors, and attorneys were gaining
prominence. Inspired, in part, by the 1964 Constitution, judicial administrators
emphasized both modernization and respect for traditional |slamic jurisprudence.
Progress in resolving the incompatibilities between customary and religious legal
norms and secular law in new legal codes was leading toward co-existencein a
dual legal system, though in practice, administration of justice was often
indiscriminate, inappropriate, and biased. Even so, the strides made in judicial
administration set a positive example for other Afghan political institutions and
suggested that many of the excesses in Afghan democracy could be moderated.

The Daoud republic and the communists

Increasingly polarized politics, policy stagnation, and a crippling drought during
1971-1972, set the stage for the return of Daoud to power in a military-led,
communist-assisted coup in 1973. Abolishing the 1964 Constitution and the
monarchy, Daoud declared Afghanistan a republic with himself as president.
Daoud soon distanced himself from the socialist ideas that originally motivated
backers of the coup. He sought instead to broaden and intensify relationships with
other Muslim countries, even while repressing the country’ sIslamists. By reaching
out to Iran and Pakistan as well as the Arab states, Daoud hoped to attract
development financing and lessen his country’s now 20-year economic dependence
on the Soviet Union.

Most government structures were kept largely intact. Bureaucrats speak fondly
of this period as atime when the basic administrative systems worked comparatively
smoothly and when some serious efforts were made to reduce corruption. This
included significant amendments to the civil servicelegidation of 1970 that crested
the basis for atransparent and coherent system of public employment.

The same year, Daoud proposed a new constitution to replace the "pseudo-
democracy" of the monarchy with a"new democracy." In redlity, Daoud had little
interest in expanding domestic freedoms. He alowed only one political party,
appointed a cabinet of sycophants and friends, and failed to implement a strong
development program. The communist factions, in particular, felt bitter and
marginalized, and united to mount anti-government demonstrations and, with
support from the pro-Soviet military, staged a full-fledged coup in April 1978,
killing Daoud.

The new communist regime, led by Nur Mohammad Taraki and Hafizullah
Amin, aimed to reform Afghan society and reorient its economy. Using inherited
administrative structures but classic Marxist rhetoric, the communist government
decreed awide range of programs that included land reform, elimination of landless
peasant’s debts, and equal rights for women. However, the government
underestimated the alienating effect these reforms would have on a conservative
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population, which perceived them as socially and economically disruptive and a
threat to traditional culture. Populations were further antagonized by the dispatch
of young party activists to the provinces and by the communists' use of military-
backed political repression that included arbitrary arrests and detention, secret
trials, and executions without trial. Localized revolts, most carrying the banner
of Islam, broke out in the summer of 1978 and soon spread throughout the country.

With the Afghan army near collapse and the communist leadership in disarray, the
Soviet Union sent troops to Afghanistan in December 1979 to subdue the rebellion
and defend its perceived regional strategic interests. Amin, who was never fully
trusted in Moscow, especially after ousting Taraki, was killed in the takeover. The
invaders installed Babrak Karmal, acommunist with a reputation for loyalty to
his Soviet patrons, as prime minister. Karmal, the Soviets naively assumed, would
soon be able to accommodate the government’ s enemies and stabilize the country.

By the early 1980s, much of the countryside stood outside the central government’s
effective control. Kabul continued to appoint governors, but their full writ extended
only in the vicinity of provincial capitals. Most districts and villages were under
the influence of Islamic mujahidin factions, strongly supported by Pakistan, the
United States and Saudi Arabia. Asthe state structures gradually crumbled, various
nongovernmental organizations (NGOs) and the U.N. delivered basic services to
the population by forging direct relations with local leaders and mujahidin
commanders, and creating de-facto decentralization.

Determined to neutralize the opposition, whether by force or enticements, Moscow
sought fresh leadership in Afghanistan, and installed Najibullah, former head of
the secret police, as president in November 1986. Najibullah introduced a new
constitution the following year that was intended to put a more politically pluralistic,
Islamic face on the government. Though Soviet and Afghan militaries devised
new tactics against the mujahidin, they made little headway and, in 1988, peace
accords in Geneva were signed that specified a timeframe for the Soviet army’s
withdrawal.

Mujahidin and Taliban rule

The last Soviet troops departed Afghanistan in early 1989, leaving the Afghan
communist regimeto struggleonin acivil war. Without its benefactor, Najibullah’'s
government survived longer than expected, but eventually collapsed in April 1992.
An interim mujahidin government took control of Kabul, while regional militias,
financed by foreign backers, arms smuggling and drug trafficking, took over most
of therest of the country. Over the next four years, the state largely ceased to exist,
itseconomy in ruins. The various mujahidin parties battled among themselves for
control of the capital, while anarchy reigned elsawhere. Militialeadersand regional
warlords exacted road taxes and transit fees from cross-border traffic, and engaged
in various other forms of extortions, including kidnapping. The delivery of food
from international aid organizations and the U.N. became indispensable.

Order was largely restored and authority centralized with the emergence of the
Taliban. However, the Taliban showed little interest or aptitude for governing
aside from enforcing their strict, uncompromising notions of Islam. The Taliban
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leadership appointed relatively few people to administration, except in the areas
of security and law enforcement. In Kabul, most major services such as water,
sanitation, health and food deliveries were handled by aid organizations.

The only institution-building enterprise considered by the Taliban, the construction
of agaspipeline, never progressed. Negotiationswith an American-Saudi consortium
during the mid-1990s to build the pipeline and bring revenues to the government
and jobs to the economy were stalled for security and political reasons. The
completion and operation of the pipeline would require that the Taliban defeat
their opposition in the north and pacify much of the country. The already risky
foreign investment became a political target for those who viewed any agreement
as an unconscionable sanctioning of Taliban rule.

Post-Taliban rule

The Taliban’ s ouster in November 2001 left the newly installed Afghan authorities
with the major goals of restoring security and directing the country’ s rehabilitation
and reconstruction. Following the signing of the Bonn Agreement on December
22,2001, an interim administration was established under the leadership of Chairman
Hamid Karzai. Thiswas replaced by atransitional authority and the appointment
of Hamid Karzai as president, following the Emergency Loya Jirgain June 2002.
The Bonn Agreement reinstated the provisions of the 1964 Constitution, unless
they were amended by the Bonn Agreement itself.5

The Bonn Agreement laid down the timetable for national electionsto be held in
mid-2004. Broadly in line with this timetable, a new constitution was debated and
endorsed by the Constitutional Loya Jirga, which started on December 14, 2003
and concluded on January 4, 2004. The new constitution provides for an elected
president (along with his’her nominated two vice presidents) and a national assembly
comprising two houses — the Wolesi Jirga (the House of People) and Meshrano
Jirga (House of Elders). Members of the Wolesi Jirga are to be elected by the
peoplein free and fair elections. Members of the Meshrano Jirga are to be elected
or appointed as follows: each provincial council elects one member for a period
of four years; from among the district councils in each province one member is
elected for a period of three years; and the president appoints the remaining one-
third of the members for a period of five years from experts and persons of
appropriate stature (including two representatives representing the disabled and
impaired and two representatives from the Kuchis), with 50 percent of these to be
women.

Efforts are now underway to prepare for elections of the president and national
assembly although it is not clear that these will happen simultaneously.

Current Administrative and Fiscal Structures

The consequence of this complex history is that the structure of government is
unitary; all political authority is vested in the government in Kabul. The powers
and responsibilities of the provincial and district administrations are determined
(and therefore may be withdrawn) by central government. Though provinces and
districts are legally recognized units of subnational administration, they are not
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intended to be autonomous in their policy decisions other than through some
flexibility in implementing centrally determined programs. However, there have
been some attempts at establishing local participative bodies (see Box 2). Article
3, Chapter 8 of the 2004 Constitution specifies that a provincial council isto be
formed in every province, with elected members, and Article 5, Chapter 8 specifies
that district and village councils are to be elected.

There are four types of subnational administration:

e 32 provinces (wolayat)

* Approximately 355 districts (uluswali) — each province contains between 3
(the minimum) and 27 districts

*  Provincial municipalities (sharwali wolayat) — each province, in principle,
contains one such municipality

*  Rural municipalities (sharwali uluswali) — each district contains, at most, one
rural municipality, but some have none.

Municipalities are, in principle, a separate level of government in that they have
some limited autonomy in budget execution and in budget preparation. However,
the Ministry of Interior (Mol) controls their staffing establishment and approves
their budgets.

Organizationally, central government in Afghanistan is comprised of 30 ministries,
two constitutional agencies (the Office of the President and the Supreme Court),

eight independent bodies
and other central
government agencies
(Central Statistics Office
including the Afghan
Computer Center,
Geodesy & Cartography
Office, National Security
Agency, Narcotics
Eradication Agency,
Science Academy,
National Olympics
Committee, Civil Service
Commission, and the
Office of the Attorney
General). There are
ambiguities in the status
of the Attorney General’s
Office; although this was
established as a separate
office in the 1980s, the
Minister of Justice (MoJ)
disputes the
congtitutionality of this
move. Annex 1 provides
further details.

Box 2: Participative Bodies at the Provincial Level:
Historical Context

Article 109 of the 1964 Constitution set out provisions
concerning provincial councils, including a provision
that the councils shall take part in the "realization of
development targets in a manner specified by law" and
that members salaries shall befixed by law. Article 43
of the Law of Basic Organization of Afghanistan, 20
Mizan 1344, provides for a provincial council whose
members shall be elected by the residents of the province
"in afree, direct and secret election.”

However, Article 44 provides that the organization and
duties of the provincial jirga will be regulated by law,
emphasizing that another implementing law would be
needed. No such law was ever enacted. A previous
Law of Advisory Councils, 8 Agrab, 1336, was so
neglected as to have been effectively repealed.

The Law of Provinciad Administrative Councils, 28 Qaus
1343, enacted with the first laws after the 1964
Constitution, created a council of provincial officials—
the governor, the deputy governor, the mustoufie, and
a security commander.
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While there are understandabl e reasons for the current number of Cabinet ministers,
alarge Cabinet is by no means the norm. Previous administrations were smaller:
the Daoud Cabinet, for example, comprised only 15 ministers.

Central/local relationships

To place these structures in context, it should be noted that unitary governments
with strong political centralization can still have some administrative and fiscal
decentralization. Afghanistan, however, is strongly centralized along both
administrative and fiscal lines. The fact that alarge proportion of the public sector
workforce islocated within Kabul emphasizes this centralization. Table 1 provides
asummary of the formal relationships between central and local government in
Afghanistan.
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Table 1: Formal Central-L ocal Relationshipsin Afghanistan

Administrative arrangements

Fiscal arrangements

Structure Per sonnel Revenue Expenditure
The departmental The governor approves | All tax and customs The“ordinary” and
structure mirrorsthe | junior staff levelsareset by centra | development
ministry structurein | appointments and government statute. budgetary allocations
Kabul —athough not | transfers (karmand All revenues are for the provinces are
al ministries have grade 6 and below and | collected on behalf of | the sum tota of the

corresponding agir staff at grade 3 Kabul. Subsequent administrative
§ departments. and below), the fiscal transferstothe | decisions made by the
S relevant minister provincearemade as | various Kabul
g approves karmand per-line department ministries concerning
staff from grades 3-5, | budget allocations. the alocationsto their
and senior staff (grade | Actual cash transfers | provincia
2 and above) are reflect the difference. | departments.
appointed by the
president.
The structure mirrors | Thegovernor approves | Districts collect minor | The “ordinary” and
the departmental junior staff business taxes; rates development budgetary
structurein the appointments and arereviewed by a allocations for the
province—athough | transfers (karmand review committeeof | districtsare the sum
not all departments grade6 and below and | district and provincial | total of the
E have corresponding all agir staff), the representativesevery | administrative
% | unitsin the district. relevant minister three years. Revenues | decisionsthat have
[a) approves karmand are remitted to the been made by the
staff from grades 3-6, | province. various provincial
and the senior staff departments
(uluswal and judge) concerning the
are appointed by the allocations to their
president. district subdepartments.
The municipality Thegovernor approves | All tax and fee rates The “ordinary” and
structure (departments | the appointment and are set in Kabul. development
and numbers of staff) | promotion for agir Revenuesremainin budgetary allocations
isset by the Ministry | grade 3 and below. the municipality and | for themunicipaity are
> | of Interior, with the The governor approves | fund al municipal processed by the
T | agreement of the other junior staff expenditures. municipality and
% governar. appointments and approved by the
= transfers (karmand Ministry of Interior
g grade 6 and below and (municipalities genera
= agir grade 2 and presidency), with the
‘S above), the relevant agreement of the
§ minister approves governor.
o karmand staff from
a grades 3-5, and the
senior staff (grade 2
and above) are
appointed by the
president.
The structureis set by | Thesearedidtrict staff, | All tax and fee rates No formal budgetary
the Ministry of thereforethe governor | are set in Kabul. allocations are made
Interior, with the approves junior staff Revenuesremain in other than salary
2 agreement of the appointments and the rural municipality | payments.
8 | provinciad municipality | transfers (karmand and fund all Development budget
‘G | and governor. grade6 and below and | expenditures. expenditures are
5 all agir steff), the agreed ad hoc and
1S relevant minister administered by the
| approves karmand municipality.
& steff from grades 3-5,
and any senior staff are
appointed by the
president.

Source: AREU/WB staff assessment.

10

AREU & The World Bank




The Historical and Political Context

In terms of the framework set out in Table 2, Afghanistan comes closest to the
model of "deconcentration.” But even on this scale, the formal control by Kabul
of the day-to-day administrative decisions appears highly centralized. Despite
this, the practical reality isthat, politicaly, the center's authority is limited, given
the regional strengths of some commanders who control substantial revenues and
military power. The 2004 Constitution, with its provision for elected provincial,
district and village councils, could conceivably contribute to the emergence of a

more "delegated" model over time.

Table 2: Key Features Distinguishing Degr ees of Decentralization
Political features Fiscal features Administrative features
Deconcentration | « Nolocaly elected » Local governmentisa | ¢ Staff working at the
(minimal) governmental service-delivery arm of local level are
authority. the central government, |  employees of the central
* Local leadershipis and haslittle or no government and are
vested in local discretion over how or fully accountable to the
officids, suchasa where serviceis center, usually through
governor or mayor, provided. their respective
who are appointed by | ¢ Fundingis provided by ministries.
and accountable to the the central government
central government. through individual
ministry budgets.
* Thereareno
independent revenue
SOurces.
Delegation » Government at the  Spending priorities, « Staff could be
(intermediate) local level isled by program norms, and employees of the central
locally elected standards are set or local government, but
politicians, but they are centrally; local govern-|  pay and conditions of
accountable, or ment has some employment are
partially accountable, management authority typically set by the
to the central over alocation of center.
government. resources to meet local | » Loca government has
circumstances. some authority over
» Fundingisprovided by |  hiring and location of
the central government staff, but islesslikely to
through transfers, have authority over
usually acombination firing.
of block and conditional
grants.
* Thereareno
independent revenue
Sources.
Devolution » Governmentattheloca | ¢ Subject to meeting o Staff are employees of
(substantial) level isled by localy nationally set minimum |  thelocal government.
elected politicianswho standards, local * Loca government has
arefully accountable to government can set full discretion over sdary
their electorate. spending priorities and levels, staffing numbers
determine how to best and alocation, and
meet functional authority to hireand fire.
obligations. * Standards and
* Funding can comefrom|  proceduresfor hiring and
local revenues, revenue-|  managing staff, however,
sharing arrangements may still be established
and transfers (possibly within an overarching
with broad conditions) civil service framework
from central government.|  covering local
governments generally.

Source: Evans and Manning, 2003.
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The new constitution, ratified on January 4, 2004 by the Constitutional LoyaJirga,
explicitly allows a measure of decentralization by stating that "the government,
while preserving the principle of centralism —in accordance with the law — shall
delegate certain authorities to local administration unitsfor the purpose of expediting
and promoting economic, social, and cultura affairs, and increasing the participation
of people in the development of the nation” (2004 Constitution, Article 2,
Chapter 8).

Many countries have pursued policies of decentralization, and a well-developed
body of literature examines different aspects of decentralization, including its
advantages and disadvantages, and strategies for implementation. Decentralization
is, infact, acomplex, multi-dimensional concept that affectsal facets of government.
No one right approach fits all situations. While there is a commonly held view
that decentralization is associated with improved service delivery at thelocal level,
this must be balanced against the important benefits to be gained from a strong
central government, such as uniform access to basic services regardless of location.
In Afghanistan, a modest shift towards deconcentration — a very limited form of
decentrdization — could give the center more practical control over local operations.
Thisis not an argument for reform to the basic unitary nature of the Afghan state.

The Palitical Context

The focus of this study is on the administrative and fiscal structures and processes
of government in Afghanistan at the national and subnational level. These
relationships are not only based on technical and procedural issues, but operate
within apolitical context and shape and are shaped by complex political dynamics.
The strengthening of subnational administration must therefore be seen asapolitical
process of institution-building that will be affected by the current distribution of
power in Afghanistan and will have political effects on the establishment of
legitimate authority throughout the country. The following section briefly outlines
the political context within which the detailed discussions and recommendations
about the administrative and fiscal structures of the state in this study must be
understood.

The de jure state vs. the de facto states

This chapter has already highlighted the unitary nature of the Afghan state and the
fact that, in political and fiscal terms, it isformally one of the most highly centralized
states in the world (its administrative centralization, although striking, is less
unusual).® In reality, however, during the past 25 years Afghanistan has become
highly decentralized, with factional leaders operating in relatively distinct geographic
areas and, at times, organizing loose alliances to gain control of, or to resist, the
center. Inthis context, the challenge for policymakersisto take stepsto centralize
the de facto reality of a highly decentralized state while promoting measures to
help decentralize what is now an overly centralized state in theory.

This section incorporates significant material provided by Sarah Lister, Research Fellow, Institute of
Development Studies, Sussex, U.K.
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Since 2002, during the tenure of the Afghanistan Transitional Administration,
significant changes have taken place that appear to represent a centralization of
politics. First, Kabul’s authority seems to be growing, particularly in areas such
as appointment of staff and fiscal authority, as the centralized administrative
structures are restored and strengthened. Second, many of the factional |eaders
(or their representatives) who enjoy power in the provinces have moved to Kabul
and are sitting in the Cabinet. Additionally, it is likely that the new constitution
and the upcoming national elections (scheduled for June 2004) will further centralize
politics. However, this apparent shift of politics towards the center has not yet
been matched by a corresponding increase in the power and authority of the central
government in the provinces.

To better understand this apparent contradiction, it is helpful to move away from
an analysis of power based on local and central, or decentraization and centralization
distinctions. Instead, it is useful to make a conceptual distinction between de jure
and de facto states. De jure states exist by fiat of the international community,
which recognizes them as sovereign entities whether or not they have agovernment
that can effectively control or administer the territory. De facto states actually
administer aterritory (a distinction made by Jackson, 1990: 1001-1023). States
that enjoy international recognition and exercise control through strong institutions
are both de jure and de facto.

In Afghanistan, the de jure state, currently led by President Karzai and his
government, has very weak ingtitutions and alack of both military and administrative
control in large parts of the country. The de facto states that exist in most areas
outside Kabul are controlled by regional warlords and local commanders. Their
make-up and operation vary from province to province, but they are built on power
that is based on financial and military strength, as well as personal, factional, and
historical loyalties supported by the current political economy of Afghanistan.
The situation is complicated by the fact that some individuals were given de jure
positions based on their de facto power and use the latter to influence the de jure
structures according to their interests at both the central and local levels (see Box 3).

Box 3: Who Controls Subnational Administration?

District and provincid officiasinterviewed felt that Kabul’ s influence was very limited
at the subnational level:

“It's only in name that we have a system of government — it doesn’t exist in reality.
I’'m the acting governor but | have no authority. | can only sign but have no feeling
of responsibility — I don’t have the power to say ‘no.’" (Acting provincial governor)

“Mujahidin commanders still hold power. All the mujahidin groups are getting stronger
again because they don’t think the government will do anything against them. “
(Provincial governor)

“Theinternational community made a big mistake by giving a clear mandate and strong
support for regional warlords to rebuild their bases of power. Mujahidin commanders
were appointed to some key positions. Within 18 months, the government couldn’t
change governors, commanders, chiefs of police.” (Provincial mayor)
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The structures of subnational administration are some of the major sites of struggle
between these different sources of power and authority in Afghanistan. One
provincia governor clearly saw the "zero-sum" nature of the relationship, expressing
it as a struggle between "warlord" and "central" power:

The most negative point of the government is keeping warlords strong in the regions.
Most Cabinet members are warlords and |eaders of previous parties that are responsible
for all the problems of this country. | have had very bad experienceswith the interference
of central ministersin our province and districts... If the government is going to be
successful, ministers shouldn’t be commanders and shouldn’t have the right to do
whatever they want... If the government moves against a warlord there won't be a
vacuum of power. The central government will step into power when they remove
local warlords. Keeping warlords in power is weakening the government. The more
the government pays them off, the stronger they will become and the weaker the
government will be.

The best example of the lack of power of the central government at the subnational
level isin Herat, where Governor Ismail Khan has claimed significant political
and fiscal autonomy. Ismail Khan's power is derived from his control of both
military and civil administration, supported by large amounts of customs revenues,
particularly from trade with Iran and Turkmenistan and the reverse traffic from
Kandahar and Pakistan. The central government has worked hard to reduce |smail
Khan's power by pressuring him to remit customs revenues to the center, by
publicly rejecting his self-appointment as"Emir of Western Afghanistan,” and by
acknowledging only his control over civil administration as governor and not over
the military. However, his strong financial position means that heislargely in a
position to ignore demands from Kabul. Herat isdifferent from most other provinces
in that while the structures of the central state are not subject to political control by
central government, and are instead dependent on the patronage of Ismail Khan,
these structures are still heavily relied on to provide servicesto residents of the area.

In the other provinces visited during this study, subnational government structures
had been rendered largely irrelevant in important political decisions that affected
the area. In Faryab Province, for example, the governor only dealt with day-to-
day civil affairs. Major issues, particularly ones related to security, were referred
first to General Dostum or his representatives rather than directly to Kabul.
According to aformer deputy governor of that province, General Dostum’s " special
representative” title bestowed on him by President Karzai legitimized hisinvolvement
incivil affairsand histitle of "deputy defense minister” legitimized his involvement
in military affairs.

Aligning the de jure and de facto states

“Thereis currently a paradoxical situation where the international community
and government of Afghanistan want to bring security to Afghanistan through
those people who don’t want security and have been the greatest cause of
insecurity. How can the government be successful with this strategy?”
(District governor)
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One of the major policy challenges for the Afghan government and its supporters
is how to more fully align the de facto states operating in Afghanistan under the
authority of the de jure state. Box 4 illustrates the current degree of alignment
between the de jure and de facto statesin Afghanistan. A key finding of this study
has been that the de jure state has maintained a foothold at the subnational level
through the administrative structures, and that procedures of the Afghan state have
proven to be remarkably resilient. The basic rules, such as the staffing quotas and
grades contained within tashkeels (staff allotments), are well understood and
relatively well adhered to. Thereis also ageneral acceptance of the rule that all
staff positions above grade 6 have to be approved by Kabul, though it is often the
de facto rather than the de jure power of senior officialsin Kabul that influences
the approval of provincial appointments (see Chapter 4 for a discussion on the
politics of appointments). Thereis some alignment in terms of fiscal relationships
as the basic budget rules of the de jure state are understood and accepted at the
provincial level. However, there is less alignment when it comes to practice,
especially with regard to the remittance of locally raised revenues to the center.
As discussed above, the study found strong de facto political decentralization and
very limited political power for the de jure state at the subnational level.

Box 4: The Degree of Alignment Between de Jure and de Facto States
deJure de Facto
e Most provinces accept that Kabul
. has arole to play in approving
Stdrrﬂinr%gt?e{t?\r/g senior level appointments, but
Administrative certralinaion R there are significant departures
central/provincia virtualv all aj Mministrative from this for some provinces,
relationships decisioﬁs made at the particularly with regardsto police.
center » All provinces accept the basic rules
of the administrative game
concerning grades and tashkeels.
e Provinces do report and transfer
locally raised revenues to the
Strong de jure fiscal Ministry of Finance; however,
Fiscal centralization, with no there are significant amounts of
central/provincial  own-source revenues or unreported (and locally withheld)
relationships authority over expenditures  revenues.
at the subnational level  «  All provinces accept the basic rules
of the fiscal game concerning
budget preparation and execution.
Strong de jure political
centralization Whall . saif-evidently, politically thereis
Political s r; o Itled by th major de facto decentralization,
central/provincial ﬁ;?&:;sg%%ﬂnmmt yan de with regional warlords or local
relationships no mandatory regional commanders setting policy.
representation in the
national government

Source: AREU/WB staff assessment.
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While the resilience of the administrative structures of the de jure state remains
an important finding of this study, it is clear that these structures are often controlled
by the de facto power-holders at the local level. Technocratic interventions to
strengthen subnational administration that fail to understand the political context
could therefore result in strengthening de facto power holders rather than the de
jure state.

To date, there has not been a clearly discernible political strategy to rebuild the
Afghan state so that it enjoys both de jure and de facto power. Instead, there has
been an over-reliance on reconstruction projectsto try to legitimize and strengthen
the central government. Due, in part, to shortsighted communications strategies,
the expectations of Afghans for reconstruction assistance have been raised to
unrealistic levels. The inevitable perception of the majority of Afghans that they
are not receiving enough assistance means that too much reliance should not be
placed on reconstruction activities alone to strengthen the legitimacy and authority
of thedejure state. Instead, apolitical strategy must integrate the critical need for
security sector reform (particularly disarmament), and the need for the de jure state
to control most state revenues (and limit illicit revenues), with reconstruction
strategies and state-building strategies that enhance the effectiveness and authority
of the de jure state.

The recently announced Afghanistan Stabilization Program (ASP) could be an
important component of a political strategy to align the de jure and de facto states
at the subnational levels. The ASPis comprised of integrated security, governance
and reconstruction components to be implemented at the provincial and district
levels. Theimportance of the integrated approach of the ASP was highlighted in
the field research conducted for this study, which identified three key areas that
apoalitical strategy to strengthen the authority of the de jure state at the subnational
level would need to address.

Disarm local commanders and armed groups

“Disarmament is the top priority — the administrative system can’t function as long
as people are armed because you have to do what the armed people tell you to do, not
what the rulestell you to do.” (Deputy governor)

The strongest and most consistently articulated issue raised in interviews in all
provinces was that if the effectiveness and authority of the de jure state is to be
restored, disarmament of commanders and their armed groups was the top priority
(seeBox 5). There was considerable criticism of the international community and
the government for doing so little about an issue of such great importance, especialy
because many felt that disarmament would not be that difficult to achieve due to
the strong public support and demand for disarmament, combined with the fact
that the vast majority of commanders were not very strong and were so unpopular.

Many provincial- and district-level government staff emphasized that until
disarmament puts an end to the "rule of the Kalashnikov," the rule of law and
authority of the central government could not be restored. In Badakhshan, in
particular, the difference between the quality of local administration in the districts
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Box 5: The Importance of Disarmament

* “In one district the head of the education department was replaced. But because he
had armed supporters he was reappointed in three days.” (Teacher)

“If you want good administration, the first thing you need to do is disarmament.
There' s abig difference between saying and doing. We've heard alot about
disarmament on the radio, but we are seeing nothing.” (Citizens group)

“The two biggest issues are disarmament and salaries. Until there is disarmament
we won't get good security, and until government employees earn enough to survive
on and get paid regularly the government system cannot function properly. If these
two things are done the law will be ruling — today the Kalashnikov isthe law.”
(Deputy head of police)

“If | don’t have acommander around, immediately | become strong and get respect.
If there are armed people around, | can’t say anything.” (District governor)

“If higher authorities accept disarmament then lower authoritieswill. If higher
authorities don’t accept, lower oneswon't either. If those who have power at the
center agree to disarmament, everyone lower down the chain of command will accept.
Those with power to construct and destruct at the center are the problem, not those
at the provincial and district levels.” (District governor)

* “Unless the commander issue is dealt with no one will be successful in rebuilding
Afghanistan.” (Deputy governor)

where disarmament had taken place and those districts still dominated by local
factional commanders was striking. In one district, where two commanders had
been fighting each other, the new district governor was able to get troops in from
Kunduz who disarmed the two commanders in three days. The result was that the
district became one of the most peaceful districts in the province. In the words
of the district governor:

Before | cameto [this district] there was no district administration. All NGO assistance
and humanitarian assistance — about where to build schools, clinics, etc. — used to go
through the commanders. Land disputes went to the commanders to be solved. Since
I’ ve been here and the commanders were disarmed, people now come to the administration
to resolve their problems. When | came, no one thought the administration could make
adifference. People really want a powerful administration system and a reduced role
for the commanders, but we need higher salaries and some budget for furniture.

All provincial administrators are very aware of the importance of other aspects of
security sector reform, particularly the need to reform provincial and district police
as a means of strengthening subnational administration. As discussed in more
detail in Chapter 4, large numbers of fighters from factional militias being incorporated
into the police are politicizing the police force and strengthening the hand of local,
de facto power holders by legitimizing the positions of their armed followers.

Understand and address the political economy of subnational power

“We warned people we would punish them if they grew poppy, but in some areaslocal
commanders encouraged farmersto grow, saying central government isweak and won't
do anything. They have their own interestsin mind as they tax the poppy. There's now
no war on so commanders are looking for alternative livelihoods.” (Provincial governor)

AREU & The World Bank 17




A Guide to Government in Afghanistan

The financial resources that underpin the control exerted by regional and local
commanders come from avariety of sources, including the narcotics trade, customs
revenues, revenues from mineral and natural resources such as mines, oil and gas
fields, land and water, and unofficial taxation levied by local commanders. Not
only do the financial resources provide the commanders with the opportunity to
arm themselves and resist the authority of the de jure state, they enable them to
engage in more "legitimate" activities designed to win support, such as providing
equipment or salary supplements to government employees. Ensuring that higher
percentages of customs and other revenues on licit activities raised by the provinces
are remitted to the center and pursuing more aggressive strategies against the
growing opium economy will have the dual effect of providing further resources
for disbursement by the center to the provinces while weakening the position of
commanders as local patrons.

Disbursement of funds from the center to the provinces and districts could be used
as a strategy to create a new political economy dynamic at the subnational level
that could help link districts and provinces back to the center. Currently, administrators
have no option but to look for sources of revenue elsewhere and the legitimacy
of the dejure stateis called into question when it has no resources to do anything.
In the absence of budgeted government resources, the role of local administrators
has become that of intermediaries, ableto refer difficultiesto NGOs or commanders,
but without the resources to tackle problems themselves. Receiving financial
resources from the center could prove to be an effective way of linking these
provinces back to the center, especially in resource-poor provinces.

One of the most serious threats to the de jure state in Afghanistan, and one of the
biggest challengesiit facesin increasing its authority at the subnational level isthe
dramatic spread of the opium economy. The U.N. Office on Drugs and Crime
(UNODC), inits Afghanistan Opium Survey for 2003, reported that poppy cultivation
had increased from 18 provinces in 1999 to 28 of Afghanistan’s 32 provincesin
2003. The report estimated that the $2.3 billion opium economy amounted to
about half of Afghanistan’s GDP in 2003. The UNODC director made a point of
highlighting that "out of this drug chest, some provincial administrators and military
commanders take a considerable share" (BBC, 2003).

Provincial administrators speak of the alleged involvement in the narcotics trade
by elites at al levels, including government ministers, commanders, police, and
provincia and district governors. For example:

“Poppy cultivation and processing is strongly supported by commanders and police.
They are very involved and take their share. No one could produce poppy if they did
not alow it...opium and heroin istransported in vehicles with officia plates.” (District
administrator)

“The poppy business is linked to important people in Kabul and there is no support
from Kabul to fight with commanders — they have more money than we do.” (General
of provincial garrison)

In some areas, the ability to tax the drugs trade at all stages is considered to be
payment in lieu of areasonable government salary.
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Thenarcoticstrade not only providesfinancial resourcesto warlords and commanders
to support their de facto power, the failure of central government to control both
the growth of poppy and the processing and transportation of opium isavisible
sign of the weakness of the central administration and its inability to enforce its
edicts. To quote one district administrator:

We received aletter from Kabul about not growing poppy which we announced to the
people, but we can't stop farmers from growing poppy with 40 soldiers...If smuggling
continues the prestige of the administration will be reduced — both at the national and
internationa levels, aswell asthe local level. Smugglers alwaystry to hurt and weaken
the administration system.

Itisnot just theillicit economy, however, that is supporting the de facto decentralized
statesin Afghanistan. As discussed elsewhere, revenues from customs duties are
considerable, especially in Herat and Kandahar, and the process of revenue
remittance to Kabul is regarded as one of "negotiation." The study teams were
told that revenues from the Daulatabad salt mines in Faryab and the lapis lazuli
mines in Badakhshan were al captured by commanders and not remitted to the
government. There are many other sources of unofficial taxation by commanders
at al levels, including taxes on productive and transport activities. Furthermore,
some regional warlords are reportedly still funded by neighboring and regional
states seeking to increase their influence in the country.

Power holders often manipulate the structures of subnational government to ensure
the continued access to resources that underpin their control. For example, four
northern districts of Faryab Province have been taken over by the neighboring
province of Jawzjan. The deputy governor explained that while these four districts
were "administratively" still part of Faryab Province, they were "operationally"
part of Jawzjan Province, the home province of Generd Dostum. While geographical
considerations could be used to justify this change, as these districts are more
accessible from the provincial capital of Jawzjan than Faryab, the opportunity for
resource capture was behind this. The four northern districts include the major
carpet trading town of Andkhoi and, more importantly, the Turkmenistan border
customs post at Agina.

Anecdotally, there is some evidence that as municipalities become more vibrant
administrative centers, a "commanderization of municipalities' is taking place.
Asexplained in greater detail in Chapter 5, provincial and rural municipalities are
the only structures of subnational administration that are legally permitted to retain
and spend revenues from taxes and fees raised locally. In several districts, the
study teams found that mayors of rural municipalities wielded more power and
prestige than district governors, and often were the ones to provide hospitality
because they had access to revenues. More significantly, the dramatic increase
in land pricesin urban areas has created tremendous rent-seeking opportunitiesin
provincial municipalities (and even more so in Kabul). Urban land mafias, often
under the control of the factional leaders of the de facto states, are reportedly
muscling their way into the municipalities of the major cities of Afghanistan to
gain control of the lucrative revenues raised through the illegal rental and sale of
state-owned properties.
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Take advantage of the strong sentiment for central authority

“The administrative system is controlled by commanders, and many officials are linked
to commanders. For example, the governor is from Jamiat [a factional group led by
former President Burhanuddin Rabbani] and the Chief of Police isfrom Hezb-i-Islami
[afactional group led by Gulbuddin Hekmatyar]. But 90 percent of people support
the central government — they are unhappy with rule by commanders. Overall control
of Badakhshan is by Rabbani, but if disarmament took place power would be transferred
to the people. People are really looking forward to democracy and want to support
the center. For example, people voted for me to be aLoyaJirga delegate even if | was
opposed by commanders.” (Provincial official and Emergency Loya Jirga delegate)

Centralized state ingtitutions in Afghanistan have historically co-existed uneasily
with afragmented, decentralized, and traditional society. The conflict of the past
25 years, however, has changed the nature of politics both at the local level and
between the local and national levels. One of the most significant changesis that
decentralized power, which previoudly rested largely in the structures of customary
institutions (primarily tribal and religious) with considerable legitimacy, today
rests on control of military and financial resources generated by participation in
the conflict and war economy. The increasing gap between traditional customary
institutions and power at the local level, the nostalgiafor the days of relative peace
under King Zahir Shah, and the bad experience local communities have had with
the decentralization of power to warlords in recent years have seriously eroded the
legitimacy of decentralized power.

Intervieweesin all six provinces were virtually unanimous in their support for the
restoration of central political authority over provincial and district administration.
This sentiment was often expressed most passionately by those who in some way
owed their appointments to warlords and commanders, suggesting that these
loyalties may not be strong. Other poll-based research has also provided evidence
that there is a strong attachment to the idea of central government — for many it
would betheir first port of call, even though citizens are all too aware of its limited
capacity (The Human Rights Research and Advocacy Consortium, 2003:29-30).
Many interviewees expressed considerable frustration at how little had been done
by the international community and the current government to assert itsinfluence,
especially in view of the widespread popular support there would be for such a
move.

In keeping with this concern to rebuild the central state, administrators and others
in the provinces and districts were keen to see the prestige of the civil administration
rebuilt.

“The poorer government is at the district level, the bigger the gap between central
government and the people. Uluswal offices are 90 times less adequate than NGO or
commander offices, so the prestige of the uluswal is going down while that of
commanders and NGOs increases. Either get rid of uluswals or strengthens them —
it’s better to have no government than aweak government that ruins the reputation of
government.” (District governor)

Interviewees considered the current conditions disgraceful and politically damaging
to the reputation of the government: "It is shameful for the government to work
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in these conditions — we feel ashamed," said a member of adistrict elders’ shura,
referring to the office of the district governor. Deprived of resources, civilian
administrators have little with which they can demonstrate the relevance and
importance of central government.

Efforts to boost the prestige and capacity of subnational administration must go
beyond simple "bricks and mortar" interventions. Theimportance of hiring qualified
personnel into key positions at the subnational level was highlighted in numerous
interviews:

“For agood administrative system you must hire professional people. Evenin lslam
it says professional people should be hired to do duties. The governor should look at
ability and experience before hiring people.” (Member of civil society group in
Badakhshan)

“Work should be given to qualified people — now illiterate people have power which
iswhy nothing gets done.” (District shura in Badakhshan)

Staffing provincial and district governments with trained administrators who are
appointed according to their competence will have the dual effect of weakening
local power-holders and increasing the legitimacy of local government structures.

Conclusions

This chapter has outlined the evolution of the Afghan state and described the
current political context of misalignment and political struggle between the dejure
state in Kabul and de facto states at the subnational level. Afghanistan’s current
political context is very different from the history of tension between a centralizing
state and a decentralized society based on the power of traditional institutions with
substantial legitimacy. Today, there is awidespread desire for the power of the
central government to be extended to the provinces, replacing the currently
illegitimate de facto states run by local and regional commanders. While these
wishes are often expressed in terms of adesire for a centralized state, this does not
necessarily imply a centralization of the rules of operation with all activities based
in Kabul. Some modest delegation may be necessary, but such increases in
delegated authority should not be taken to mean broad-based decentralization.
The task isto make a deconcentrated system work, not to seek heroic or destabilizing
radical change.

The integrated nature of the current political, security, fiscal, and administrative
problems facing Afghanistan means that strategies to legitimize and strengthen
the de jure state that rely solely on reconstruction strategies will be inadequate.
Instead, there is a need for an overarching political strategy that provides for
integrated responses that promote the rule of law and security, especially through
disarmament, along with reconstruction activities and measures to undermine the
political economy supporting the commanders and warlords of Afghanistan.
Strengthening national and subnational administration, the focus of the remainder
of this study, will both result from and contribute to a political strategy to align
the de jure and de facto states in Afghanistan.
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L egal Basis and Organizational Responsibilities
Fiscal management

There arefour main pieces of legidation that govern Afghanistan’ sfiscal mechanisms:
the Budget Law (1983), the Accounting Manual (date uncertain), the Control and
Audit Regulation (issued under the Budget Law in 1985) and the Procurement
Regulations (1977).

The Budget Law and Accounting Manual, while somewhat complex, are sound
and provide appropriate checks and balances. The Budget Law provides some
elements of very good practice, in particular in its requirement that the full cost
of donor projects should be reflected in the government's budget. It also has some
significant shortcomings:

e |t makes a separation between the development and "ordinary" budgets, rather
than the more straightforward distinction between recurrent and capital budgets.
The law does not reflect the current budget structure. It isdivided into central
and rural budget, development budget, social welfare budget, and confidential
budget.

* |t does not reflect the current institutional structure of Afghanistan, with
frequent references to the Revolutionary Council as the budget appropriation
and amendment institution.

» |t prescribes a Soviet-style budget preparation procedure, based on indicesin
the five-year development plan, and detailed input cost norms.

o It failsto establish a consistent framework for internal control, internal audit
and external audit.

e |t does not include any provisions for financing of the budget, guarantees or
other below-the-line operations.

The Accounting Manual establishes the "...legal requirements, organization,
policies, procedures and rules concerning the accounting system of the Royal
Government of Afghanistan.” Though the document is not dated, it was promul gated
after 1962 as it makes reference to aloan issued in that year. Thereis a separate
Treasury Manual.

The Control and Audit Regulation recognizes three types of audits:

* |t makes the General Control and Inspection Presidency of the Council of
Ministers the supreme audit authority for the whole of government, under the
auditor general, providing ex-post external audit. This presidency audits the
Final Account of Revenues and Expenditures of the Ministry of Finance. The
"Final Account" contains the appropriations of the primary budgetary units,
the allocations that are issued during the fiscal year, and the revenues collected
and expenditures made by government entities. The Final Account is prepared
by the accounting, treasury, and revenue departments of the Ministry of Finance
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and in the past has been the primary source of information for the preparation
of the budget for the following fiscal year. The Presidency is also undertaking
"external" audits in the provinces.

* It requiresthat pre-audit be conducted by representatives from the Ministry
of Finance who must pre-approve expenditures prior to distributing of salaries,
procurements, and purchasing supplies, and prior to signing any contracts.

» |t aso provides for ministries to have an internal audit department — though
in practice these departments are largely ineffective.

Primary responsibility for implementing the Budget Law lies with the Ministry of
Finance in Kabul, and the ministry’s network of provincial agents (the mustoufie
velayat, also known just as the mustoufi€). The organizational structure for the
Ministry of Finance is somewhat over-elaborate but unremarkable, including
departments for financial and economical analysis (responsible for macroeconomic
projections), budget, revenue, customs, treasury, and accounting. Pensions’
administration has recently been transferred to the Ministry of Labor and Social
Affairs(MoLSA), although responsibility for pension policy remainsin the Ministry
of Finance.

The Procurement Regulations were first issued in 1977, and modifications have
consisted primarily of periodic adjustments to the monetary thresholds. In addition,
there is a parallel set of Construction Works Regulations. These are both, in
principle, more or less adequate, covering the procurement of goods, works, and
services at all levels of public administration. The latter regulations are much closer
to international standards, though there are some significant shortcomingsin the
procurement arrangements:

* ldedly, all procurement regulations should be enshrined in law rather than
regulations.

e There is some ambiguity concerning procurement carried out using extra-
budgetary funds and the permissible breadth of national security exclusions.

»  Theregulationsdo not provide genera conditions of contract, standard bidding
documents, or guidance on ethics and penalties.

»  Theregulations allow for —and indeed encourage — auctions and open bidding,
with contracted prices subject to further negotiation, and provide unfair
advantages to nationalized industries and disadvantages to foreign bidders.

A new draft procurement law is currently being discussed with the Ministry of
Justice. Meanwhile, draft regulations have been prepared and draft standard bidding
documents are under preparation.

Central government ministries and institutions are primary budgetary units with
specific budgets determined by law. The provincia departments of the central
government ministries are secondary budgetary units, and receive allocations at
the discretion of the primary budget unit. The net effect of these arrangementsis
that, in principle, the budgetary allocations for the provinces are simply the sum
of the administrative decisions that have been made by the various Kabul ministries
concerning the allocations to their provincial departments. There is no concept
of aconsolidated provincial budget.
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Staffing

The underlying arrangements for recruiting and promoting staff stem from the
1970 (1349) Law on the Status and Condition of Government Employees, as
amended by the 1977 (1356) Decree No. 1433. The 1970 law and amendments
provided for a system of centralized recruitment, and established a system of job
classification and grading that underpins the management of pay policy within the
public sector. The law aso confirmed the distinction between karmand staff, who
are considered to be regular and permanent, and agir staff, who are hired on fixed-
term contracts.

Thisis murky legal territory however. Thereisalso a 1977 Staff Regulation No.
12.3 (1356) which contains many regulations that duplicate the contents of the
1970 law, particularly those that relate to salary and other benefits, promotion, and
resignation. The 1977 regulation cancels previous regul ations published in 1969,
but it does not mention the 1970 law.

It appears that the 1988 Law on Government Workers (1367) Decree No. 666
superseded thislaw. However, thislatter law appears to cover karmand staff only.
The 1988 law was, in turn, overtaken by the Taliban Employment and Labor
Relations and Personnel Law. The date of passage of thislaw is apparently 1998,
but the latest edition was published by the Ministry of Justice in the official gazette,
Rasmi Gereeda, in 1999. Though broadly consistent with the previous laws, it
omits reference to two key issues that underpin the structure of government
employment: the distinction between karmand and agir staff, and the concept of
promotion in post. It is possible that the omission of this distinction in the Taliban
law has led to some confusion about the current practice. The Taliban 1999 law,
initsfinal article, cancelled Decree 666.

The Taliban law is widely considered to include a ban on the employment of
women but areading of the law does not suggest thisis so. Regardless, the Bonn
Agreement and the subsequent Presidential Decree No. 66 nullified any legal
instruments that were inconsistent with the 1964 Constitution. That Decree,
promulgated in 2001 (1380), annuls al laws, orders, regulations and articles
inconsistent with the Bonn Agreement and requests the Ministry of Justice to
review all laws and | egislative documents passed before 1380.

Thereisaso alabor law that was promulgated in 1987, but this appears to apply
exclusively to private sector enterprises and those companies with up to 50 percent
of government ownership. Annex 3 sets out the range of public sector legislation
that has been identified to date.

It is important to note that employment within government is regarded as a
homogenouswhole. Thereis no distinction made between employees of acommercial
government enterprise with government ownership greater than 50 percent, and
those of acentral government ministry. Similarly, thereislittle distinction between
the terms and conditions of permanent staff and those on contracts. The result
seemsto bethat all staff are effectively permanent and staff can, with permission,
transfer between government enterprises and other positions in government. In
practice, it seems that staff mobility is quite modest.
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Until recently, no single agency or ministry had responsibility for managing the
public service. Human resource management functions, including recruitment,
promotion, and staff placement, were spread out among different organizations —
the Ministry of Labor and Social Affairs, the Ministry of Finance, and the
administrative affairs office. In addition, there were other functions, such as
organizationa restructuring and public administration reform that were not performed
at al. Consequently, there has been no place within government for making civil
service policy, precluding any opportunity for considered policy action.

The Bonn Agreement provided for the establishment of an independent Civil
Service Commission. This was established by Decree No. 257, dated 1381/3/2
(May 23, 2002). Subsequently, the passage of Decree No. 25 and the regulations
in the form of Decree No. 26 on 1382/3/20 (June 10, 2003) amended and extended
the responsibilities of the Civil Service Commission into that of an Independent
Administrative Reform and Civil Service Commission (IARCSC). The decree
and regulation gave the IARCSC responsibility for:

*  Appointments and appeals. In order to fulfill its mandate under the Bonn
Agreement, the Commission will recruit and promote candidates for senior
civil service posts on merit, and will develop and oversee the application of
merit-based recruitment procedures for the remainder of the civil service. The
Commission will also hear appeals and deal with grievances from civil servants.
Two independent boards are being appointed for these purposes.

*  Civil service management. The Commission will develop anew civil service
law, will review and amend, as necessary, existing legislation on civil service
employment, and will develop personnel policies and procedures to ensure
the legislation is applied in practice. The Commission, in consultation and
collaboration with ministries, will be responsible for conducting reviews of
institutional structures and administrative processes to improve the efficiency
and effectiveness of government business. It will also develop strategies for
enhancing the use of modern information technology throughout government.
A civil service management department is being formed to carry out these
tasks.

e Adminigtrative reform. The Commission isthefocal point within government
for oversight, coordination, and management of the Public Administration
Reform Program, one of the 12 priority National Development Programs
(NDP) in the government’s National Development Framework (NDF).

The lARCSC is headed by achairman, who is directly responsible to the president.
Currently, the chairman is one of the four vice presidents appointed as part of the
Transitional Authority. Structurally, the commission comprises:

*  The Independent Appointments Board and the Independent Appeals Board,
with five and three members, respectively, appointed by the president for
periods of between one and three years, renewable at the discretion of the
president for one additional period of three years:

o  TheIndependent Appointments Board will identify and recommend to
the president recruitment of civil servants at grade 2 and above (or
equivalent in any new grading structure), and will review the procedures

AREU & The World Bank 25




A Guide to Government in Afghanistan

used for recruitment and promotion for civil servants below grade 2 carried
out by ministries and government agencies.
o  The Independent Appeals Board will review appeals by current civil
servants and applicants for civil service employment.
e The Civil Service Management Department
o  TheCivil Service Management Department will establish and implement
policies on employment and management of civil servants and
administrative efficiency, including professional development and human
resource management information systems.
e The Administrative Reform Secretariat
o  The secretariat within the IARCSC will support the Ministerial Advisory
Committee (MAC) and the chairman of the IARCSC in leading and
managing the administrative reform program, including the review of
programs and projects. Members of the MAC include the ministers of
foreign affairs, interior, finance, justice, labor, and social affairs, and up
to three other ministries on an annual rotating basis, appointed for one
year.

Prior to the establishment of the IARCSC, the Ministry of Labor and Social Affairs
had responsibility for al staffing records. It aso had —and continues to have —
responsibility for managing staff being considered for redundancy. In principle,
such staff should join a surplus list maintained by the ministry for six months,
while attempts are made to find them employment in other ministries. Thisamounts
to aflat rate six-month salary payment for any retrenched staff.

Policy management in the center of government

Government policies in Afghanistan, as elsewhere, are disseminated in several
forms. First, strategic policies are signaled through personal announcements by
the president and by ministers. Second, policies are conveyed, particularly at the
sector level, by the operating and development budgets. Third, government can
issue various laws and decrees. On the latter, the usual hierarchy applies:

L egislative decrees (furmaan taknini) approved by the president and Cabinet
Decrees of an administrative nature passed within the president's sole authority
Regulations adopted by Cabinet

L egislative documents under avariety of names (rules, directives, guidelines,
and so forth) passed by individual ministers.

The National Assembly, re-established by the 2004 Constitution, has the authority
to ratify, modify, or abrogate laws and legislative decrees, thus placing the laws
that it passes at the top this hierarchy of policy instruments.

Policy management is crucia to ensuring that government is seen to be consistent
and predictablein dl these policy pronouncements.  The phrase " policy management”
is used deliberately. Policies are generally made in the sector ministries and
managed at the center; there islittle advantage to the Cabinet office or other central
agency second-guessing technical proposals from the ministries.
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The recent history of the organizational arrangements for policy management
support to Cabinet in Afghanistan is complex. It appears that the pre-Soviet
arrangements were relatively orthodox: the Prime Minister's Office provided cabinet
secretariat functions, and arelatively small personal office supported the president.
The Soviets introduced a classic "apparat" — tasked with overseeing the line
ministries implementation of Moscow-driven sectoral policies. Thiswas placed
within the Office of the President. Support for Cabinet was provided by the Prime
Minister's Office. The Taliban abolished the Prime Minister's Office, requiring
that the Cabinet support function be moved to the Office of Administrative Affairs.
The Afghanistan Interim Administration (AlA) reestablished the Prime Minister's
Office and established the National Security Council (NSC), followed by an Office
of the National Security Council Adviser, which seems to have some significant
influence in the preparation of cabinet submissions.

As aresult, Afghanistan’s government today comprises the following array of
central agencies:

* A Prime Minister's Office with few apparent functions but with about 300
staff (approximately half of the original, pre-abolition total). The Prime
Minister’' s Office has recently been subsumed under the Office of the President
as a budget unit, though still appears to function as an organizational unit.

* An Office of Administrative Affairs with about 1,200 staff with domestic and
logistical functions, and afurther 300 staff with professional duties, including
support to Cabinet. This office:

o Overseesthe activities of all ministries through five sectors, each staffed
with 20 sectoral experts;

o Reviewsall requests for senior staff appointments with, seemingly, the
authority to veto ministries recommendations; and

o  Organizesthe meeting of ministers, including agenda-setting and sending
out the decisions to line ministries.

* A smadll, but growing, Office of the President, with asmall Policy Management
Unit (PMU) of up to 12 staff that:

o Provides expert advice to the president on policy issues, enabling the
president to enter into informed dialogue with the relevant ministry;

o Liaises with independent commissions established under the Bonn
Agreement (including the Judicial Commission and the Human Rights
Commission), and advises the president on cross-cutting issues; and
Monitors the implementation of the president’s decisions.

. A small but growing Office of the NSC Adviser.

There appear to be some rivalries and organizational tensions concerning
responsibility for Cabinet support, including managing the process for preparing
submissions and managing the Cabinet agenda. In addition, Cabinet faces an
accumulation of some 482 overlapping regulations relating to decision-making
authority and responsibility. Despite this overload of regulations, there are
significant gaps. There are, for example, no consistent criteria concerning what
requires a presidential decree vs. acabinet decision.
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The Ordinary Budget
Budget preparation

As discussed above, central government ministries and institutions are primary
budgetary units (PBUs) with specific budgets determined by law, while the
provincia departments of the central government ministries are secondary budgetary
units, and receive allotments at the discretion of the primary budget unit.

1381

The ordinary budget was designed to provide operating expenditure, including
wages and salaries, operations and maintenance, and some capital expenditure to
the PBUs.

The preparation for the 1381 budget was complicated by the short period of time
that was available to the AIA (see Box 6). A one-month appropriation bill was
prepared to cover the first month, while a more comprehensive full-year budget
was developed. Information was poor, particularly in relation to staffing, with
widespread confusion about the actual number of staff in post and authorized
establishment, or number of positions. The choice of exchange rate also presented
problems. Because the budget was more than 70 percent donor funded, there were

arguments for presenting
the budget in U.S. dollars.
However, because the
majority of expenditures
were on local purchases —
particularly local wages—
the political priority was
to maintain the nominal
va ue of thewage that civil
servants collected on a
monthly basis.

Thefirst stage of the actud
budget preparation process
involved ministries
proposing staffing
structures to the budget
department in the Ministry
of Finance, and then
bargaining over these
staffing numbers. The
second stage entailed
international advisers
working with the proposed
staffing structures and
compiling a budget
document that could be

Box 6: Passage of the 1381 Budget

The finance minister prepared a draft budget for
consideration, but time was not sufficient for detailed
consideration of the budget by Cabinet members.
Accordingly, Cabinet agreed to the recommendation of
the finance minister that one- thirteenth of the draft
annual appropriation should serve as the appropriation
for the first month of 1381.

During that first month, Cabinet debated the budget for
the remainder of 1381. In some cases, there was quite
detailed agreement over the budget, including staffing
levels. However, in other areas, such as defense,
agreement was looser. A budget decree, with the
appropriation schedul e attached, was agreed to by Cabinet
on April 6, 2002 (17 Hamal 1381).

The decree included a number of general policy
pronouncements, including the requirement that no wage
raises could occur until reform of the public sector had
begun. Thiswas effectively reversed six weeks after
the passage of the decree by the decision to introduce
an additional lunch allowance. However, aclause
forbidding overdraft financing has been rigidly enforced.
Summary material, including the budget decree and the
appropriation schedule, were provided to donorsin
English. The appropriation schedule and decree were
circulated to ministersin Dari.

28

AREU & The World Bank




Central Administration

presented to donors. All work on budget preparation was done at the central
ministry level; provinces had no involvement.

The key challengesin preparing the budget were to balance the proposed spending
and staffing on security (including defense and police) with spending in other
areas, and to ensure that the non-wage components in the key social sectors, such
as health and education, were adequately funded. For reasons of political pragmatism,
the defense budget was somewhat |oosely defined.”

An additional challenge was to assess the scale and nature of expenditure that was
occurring off budget. Thisincluded expenditure that could come on budget in a
quite straightforward way, such asthe use of revenues earned in embassies overseas
to fund those embassies and the foreign ministry more broadly, expenditure from
revenues collected at provincial level that were not reported to the center, and
expenditure from assistance provided by neighboring countries.

The 1381 ordinary budget was approved for $460 million, of which $150 million
was for staffing, and against which domestic revenue totaled $83 million or 18.5
percent. The balance was financed through external donor assistance.

1382

The 1382 budget process was somewhat different than that of 1381. Latein 1381,
ministries were required to first re-estimate their likely spending needs for 1381
and then to calculate the implications for 1382 on the assumption of no policy
changes. Any changesto the estimated "ordinary" budget needs were to be justified
by a separate estimate for each policy change a ong with some indicative performance
information, or expected results. From aprovincial perspective, this new budget
process had little or no impact in terms of their involvement in the process — they
continued to be completely excluded.

Time and capacity did not alow any training to be provided by the finance ministry
to spending ministries. The mgjor instruction provided by the finance ministry to
the spending ministries was a request that they prepare and issue a staffing chart.
No guidance was provided for operations and maintenance or capital expenditures.

The overall expenditure level for the operating budget for 1382 was initially set
at $450 million, by the Ministry of Finance, or around 10 percent of estimated
GDP. Because of the relatively low level of domestic resource mabilization, it
was recognized that donor financing would be needed for alarge portion of the
budget. This meant that budget documentation had to not only be available in
English, but also had to be prepared to a standard that provided donors with
sufficient comfort to allow them to support the operating budget. The budget was
agreed by Cabinet on March 17, 2003.

The approved 1382 ordinary budget was equivalent to $550 million —a 19 percent
increase over spending in 1381. Domestic revenue forecasts were set at $200 or
36.4 percent of the budget, requiring more than $350 million in external assistance.
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Executing the ordinary budget

Appropriations and allotments

All appropriations, which are the approved annual budgets of PBUSs, are made
according to fasils (the more detailed line item codes) and babs. Allotments are
sent only by babs. Appropriations are made at the PBU level and are effected
through the passage of the Budget Law (schedule 1). In effect, the budget provides
political authority for the PBUs to spend — a del egated appropriation — subject to
conditions. The conditions include the requirement that the PBUs prepare salary
allotments for their central and provincia units, and that the Ministry of Finance
agrees to these. Section 4 of the 1382 Budget Decree stipulates that, "No
expenditures will be permitted by any ministry until allotments have been submitted
to and agreed by the Ministry of Finance, including allotments authority distributed
to provincial components of each ministry." Table 3 outlines the annual allotment
procedures.

Table 3: Allotment Procedur es

Before thefirst quarter Annual allotments are made by the Ministry of
Finance for the PBUs. Each PBU preparesthe
quarterly allotments for each of its secondary
budget units, and submits them to the Ministry
of Finance.

Before the second quarter Primary budget units submit revised quarterly
allotments for each of their secondary budget
units. The Ministry of Finance retains 25 percent
of agreed allotments pending submission of
expenditure reports.

Before the third quarter Similar to above arrangements.

Before the fourth quarter Similar to above except that the Ministry of
Finance retains 50 percent of agreed allotments
pending submission of expenditure reports.

Primary budget units can transfer allotments between their secondary budget units.
However, transfers between babs and any proposed increase in total primary budget
unit budgets requires re-appropriation and must be authorized by the finance
minister. Box 7 provides details on how budgets and salary allotments are
determined, approved, and executed.
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Box 7: Budgets, Allotments, and Execution

In Afghanistan, annual budgets are approved for al primary budget units (PBUS) — primarily
ministries. Once the annual budget is approved, PBUs prepare quarterly allotments for their
secondary budget units (SBUs) — primarily their provincial departments. Historically, the
quarterly allotments were advanced in cash to the mustoufiat in each province. Salaries and
non-salary expenditures were paid out of this advance, and proper expenditure reports were
sent to Kabul. Allotments could be adjusted on a quarterly basisif necessary to reflect
budget adjustments or cash flow needs.

Salary allotments were determined based on the tashkeel, or staffing establishment, which
was developed by ministries but approved by the Ministry of Finance as part of the budget
process.

However, today no advance is provided to provinces for salaries. Instead, provinces must
submit their payroll documentation to the Ministry of Finance in Kabul, after which payment
ismade. Nevertheless, the tashkeel is still issued (but not necessarily reviewed in detail by
the Ministry of Finance), and quarterly allotment amounts for provincial departments are
still issued by ministries as the formal authority to the province to spend. Asaconsequence,
provinces must receive their alotment — now simply a document authorizing spending for
the quarter, rather than a cash advance — before submitting their payroll documentation to
Kabul for payment.

Thisisfurther complicated by the fact that the tashkeel and salary allotment do not necessarily
match for individual provincial departments, asthey had in the past. Asaresult, when
allotments are delayed beyond the start of the fiscal year, provincial departments are often
in aposition of having to ration an allotment that may be smaller than the tashkeel, after
the staff have aready earned their pay.

Therefore, the role of salary allotments to provinces has changed. It isno longer the basis
for providing an advance to provinces; instead its only purpose appears to be to ensure that
the payroll is kept within budget limits, on the assumption that the tashkeel cannot be
considered areliable financial control mechanism. However, if thisisthe intention, provinces
need to be informed of this change, and be trained on how to manage a staffing complement
that is subject to overriding budget controls — a function they have never been required to
performin the past. Itisalso critical that the salary allotment information be provided to
provinces early enough in the process so that it does not simply frustrate the budget execution
process.

In the future, it will be important to move to an annua budget system with the provinces,
especially if they are to take on increasing responsibility for managing their payroll within
financial limits, in order to give them adequate time to plan.

Similarly for non-salary expenditures, the quarterly alotment to provincesisno longer a
cash advance, but is simply a document providing formal authority to spend. Until August
2003, practices varied, but generally those provinces that had access to revenue would use
this to make non-salary purchases, and those without access to revenue either purchased on
credit or just did not spend. At the very end of the fiscal year 1381, Kabul did provide some
cash to some provinces. In August 2003, the tools for a more regularized payment process
were established with the setting up a single expenditure and revenue account in each
province, and each expenditure account was "seeded" with 1 to 2 million afs. from which
non-salary expenditures could be made. Once proper expenditure reports are submitted,
these funds are to be replenished.

No data are yet available on how well this process has worked. However, if this system of
advancesis funded based on the actual quarterly allotment amounts and replenished in a
timely manner, it should address many of the earlier concerns about lack of access to non-
salary funds.

Aswith the salary allotment, future consideration should be given to moving to an annual
allotment or budget, consistent with increased planning responsibilities at the provincial
level. In the meantime, however, the system of quarterly allotments can also serve as an
incentive for provincia performance, in that the quarterly alotment for non-salary expenditures
could be adjusted depending on whether a particular province is meeting its performance
targets.

AREU & The World Bank 31




A Guide to Government in Afghanistan

Payroll

The Ministry of Finance in Kabul now processes all payrolls. While the Ministry
of Finance has always processed Kabul ministry payrolls, thisisanew procedure
for provinces, introduced since the collapse of the Taliban regime. Previously,
provincia payrollswere consolidated and authorized for payment at the mustoufiat
in each province; now, mustoufiats must forward the payroll to Kabul for
authorization.

Following significant delays in processing payrollsin 1381, particularly for the
provinces, the timeliness of payroll execution appears to have improved in 1382.
Figure 2 measures delays as the average number of days between the date on which
provincial pay was due, and the date on which the Treasury Department in the
Ministry of Finance issued checks to the province. However, this presents only
part of the picture. There could be extensive delays at the "retail” end, for example,
from the governor via bonded trustee to the budget unit and individual. The figure
shows the delays in processing the first checks and in processing the last check
issued. As each province submits many separate payrolls for processing each
month (typically around 300), delays are measured for the first and last payments
processed.

The delaysin initiating the payroll have gradually diminished. However, the delays
in making the last payment significantly increased at the beginning of 1382 and
have only resumed a significant downward trend. The fact that the delays were
limited to less than 20 days toward the end of 1381 suggests that the system is
indeed capable of timely payments. This should be atarget.

Figure2: Delaysin Salary Paymentsfor the Provinces, Excluding Police (days)

180 =

160

140 n

120 = —a— First mant rmad

e ~ = ret payment made
= A" — =— Last payment mads

a0 —
&0 ‘-ﬁ

SE; xhﬁ-""‘ﬂ—
o

-
== oo i, 2 =1t i
FAqn = aiEiRs
IR ERERE 5?3 SERR
| & 7
d|5j8| 78| 20121 |2)| 3| 4|5 |E
B4 1381 BY 1382

Source: PWC, ASl, and World Bank staff calculations.

Non-uniformed staff of the Ministry of Interior are paid through the payroll in the
usual way. However, payrolls for uniformed police are submitted to the Ministry
of Interior without checking with the mustoufiat. There are very significant delays
in sdlary paymentsfor police as September 2003 payroll reportsindicated that dightly
fewer than 50 percent of police had been paid for Jawza (May 22—
June 21).
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Procurement

The procurement regul ations require adecentralized approach to public procurement;
each entity handles its own procurement needs. However, later versions of the
regulations refer to the possible designation by an entity to carry out centralized
procurement of common-use items. No central entity has yet been designated
within government to undertake procurement. Prior to its abolition in October
2003, the Afghanistan Assistance Coordination Authority (AACA) provided
assistance to ministries undertaking major procurement, particularly under donor
financed programs. The procurement unit is now part of the Afghanistan
Reconstruction and Development Services (ARDS) and is supervised jointly by
the Ministry of Planning (MoP) and the Ministry of Reconstruction (MoR).

Articles 90 and 91 in a draft procurement law, now under discussion, establishes
a Procurement Policy Unit (PPU). The PPU isintended to assist the government
in monitoring procurement activity, setting policy, and guiding the professional
development of procurement officials. The placement of the PPU within the
government is now under consideration. Establishing the PPU as an autonomous
entity, reporting directly to the president, firmly divorces the unit from major
procurement activities, but might equally remove akey area of policy from direct
government control. Locating the PPU within the Office of the President would
make it highly vulnerable to political direction. If the PPU isto be housed within
aministry then, in principle, the Ministry of Finance with its overarching stewardship
role must be a prime candidate.

Audit

The control and audit office acceptsits responsibility to audit government financial
statements for 1381. Audits for the government accounts are required by law to
be submitted by September 21 — six months after the start of the solar year.
Accounts for the Afghanistan Reconstruction Trust Fund (ARTF), a mechanism
for financing national development programs (see the budget preparation section
below), have been submitted to the auditor general and the audit of these accounts
has begun.

Currently a systems review of the Ministry of Finance accounting system and a
pilot certification audit of Ariana, the national airline, are underway. This will
assist with the preparation of accounts for the first time for more than 10 years.
A new audit law is under development.

The Development Budget
Budget preparation

1381

Previously, development funds were budgeted for the Kabul ministries by the
Ministry of Finance but through the Ministry of Planning. Sometime early in the
fiscal year, provincia departments submitted a request for specific capital projects
to their respective ministriesin Kabul. The line ministry reviewed these requests
against their available development budget, and informed the provincial departments

AREU & The World Bank 33




A Guide to Government in Afghanistan

which projects had been
approved. The department
then prepared detailed cost
estimates that were
submitted to the ministry
in Kabul. The ministry
reviewed thisand gave the
department a specific
allocation. The department
then informed the
respective districts, as

Box 8: The National Development Framework

Pillar 1: Human Capital and Social Protection

Refugee & IDP Return

Educational & Vocational Training
subprogram— National Primary Health &
Education

Health & Nutrition

Livelihoods & Socia Protection
subprogram— National Solidarity Program &
Emergency Public Works

Cultural Heritage, Media & Sports

appropriate. Pillar 2: Physical Infrastructure and Natural
Resour ces
Per previous practice, a Transport .
L subprogram — National Transport (Roads &
number of ministries had Airports)

submitted development
budgets to the Ministry of
Finance through the
Ministry of Planning in
1381, but these were never
funded.

Energy, Mining & Telecommunications

Natural Resource Management
subprogram — National Water Resource
Investment

Urban Management
subprogram — National Urban Infrastructure

Pillar 3: Enabling Environment for Development

1382

Policymakers took a
different approach when
preparing the devel opment
budget for 1382. TheNDF

Trade & Investment
Public Administration Reform and Economic
Management

subprogram— National Governance Infrastructure
Justice
Security and Law and Order Program

was prepared by the
AACA and presented to donors by then-Chairman Karzai at a donor conference
in April 2002. The NDF provided general guidelines and priorities for development
expenditures. It presented 12 NDPs, with six national priority subprograms under
three broad pillars (see Box 8). Subsequently, a number of national security
programs were also added to the overall framework.

The NDF was designed to address the risk that a large Cabinet, coupled with an
equally large and diverse donor community, would lead to an uncoordinated
approach to the allocation and management of major expenditures. In essence,
the development budget, and the supporting NDPs, were established to focus
financing on national priority programs, as well as to improve government and
donor coordination. It sought to discipline donors as they spend their money on
projects that, despite generally good government ownership, donorswould largely
consider their own, implemented according to their own donor procedures and
timetables. The objective was to link the operating and development budgets —
to include operating and maintenance expenditures for completed development
projects in the operating budget, and provide sufficient capacity to assist in the
implementation of development budget projects. However, for practical purposes,
thereis currently little connection.
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Each NDP is currently supported by a sectoral coordination group (also called a
"consultative group" or CG) chaired by the relevant ministry and supported by a
donor or agency. The objective of the CG process isto increase the effectiveness
and efficiency of aid coordination in support of the national development and
poverty reduction objectives through the implementation of the national budget.

The government has identified three ways in which donors can fund Afghan
programs:

e By direct contribution to the government for designated purposes, to be
administered by the Ministry of Finance;

»  Through trust funds administered by international organizations before being
channeled to the Ministry of Finance, such asthe ARTF; and

» By direct support to private sector organizations to carry out government-
identified priority projects (Ministries of Planning, Reconstruction, and Finance,
2002).

Donors are requested to focus their financial support to government and to improve
cohesion and focus investment towards particular results and activities by limiting
their contributions to three sectors. Large donors can "buy" into additional sectors
with a $30 million contribution, if their commitment to their other three chosen
sectorsis at least that large.

Discussion within the CGsiis intended to help the ministry prioritize project areas,
within which donors may propose to fund and implement projects. Advisory
groups on humanitarian issues, gender, environment, and human rights have also
been established to allow common issues to be integrated into national policy and
budget preparation; working groups in key national security areas such as counter
narcotics and disarmament were also established.

In preparing the development budget for 1382, a call circular was extended to the
12 lead ministries associated with the national development programs requesting
that public investment programs (PIPs) be devel oped for each NDP, in consultation
with cooperation partners. Tradeoffs are required as the Ministry of Finance set
some expenditure limits for each NDP, based on the assumed absorptive capacity
of the sector.

Thetota funding requirement was estimated at $1.7 billion in 1382, rising to more
than $2.6 billion in 1383 and $3.6 billion in 1384 as large projects get underway.
Table 4 presents the distribution of external financing to the three pillars of the
NDF, for 1381, 1382 and 1383. The figures for 1381 remain indicative, as the
budget was only presented in draft. The 1382 budget was agreed by Cabinet on
the March 17, 2003, and the figures for 1383, are rolling budget estimates prepared
by the lead ministries.
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Table4: Distribution of External Financing Requirements by
NDF Pillar (1381-1383, $ million)

National Development Framework | 1381 | 1382 1383 [Three-Year Total

Pillar I: Human and social capital 909 865 1293 2,867
Pillar I1: Physical reconstruction and

natural resources 426 622 1179 2,227
Pillar 111: Security and rule of law 139 231 207 577
Total 1474 1,718 | 2,680 5,671

Source: Ministry of Finance.

1383

Guidance recently issued for the 1381 development budget emphasizes that the
1383 public investment program will reflect more detailed information on needs
and enhancements in the management and coordination mechanisms. During the
1383 PIP preparation it is hoped that the CGs will take a more active role.

To ensure predictability and sustainability in the development budget, the finalized
1383 National Development Budget (NDB) will only include those projects that
have attracted sufficient funding by February 26, 2004. Donors were requested
to confirm by February 26, 2004 which projects set out in the draft PIPs they
wished to support. At this point, the status of funding to al projectswill bereviewed
and any discretionary government resources allocated. Those projects that have
not received sufficient financial commitments may be removed from the 1383
NDB.

During the course of 1383, there will be opportunities at fixed time periods for
projects that could not be included in the 1383 budget or for new projects to be
reviewed and, if approved, included in the 1383 budget.

Executing the development budget

Most of the financial support provided by donors to the national budget remains
in the hands of donors, and is not available as cash or otherwise fungible resources
to the government. As such, monitoring the execution of the devel opment budget
has been complex. A number of programs such as the National Emergency
Employment Program (NEEP) and the National Solidarity Program (NSP) are
funded through the national budget, but are implemented through contracts to
NGOs supervised by government ministries.

The Donor Assistance Database (DAD) has been established to assist with aid
coordination and, increasingly, expenditure tracking. The analysis provided by
the database has been limited to tracking donor commitments with some information
on disbursement, but little is known about service delivery. The reporting that does
exist remains highly aggregated and little analysis has yet been conducted regarding
(a) the long term recurrent implications of the development budget; (b) the level
of recurrent financing inherent within the development budget; (c) provincial
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allocation by NDB sector; (d) the geographic spread of the budget; and (e) analysis
of the costs of execution through the U.N., NGO, or private sector.

Figure 3: Execution of the Development Budget, 1382
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Source: Development Assistance Database cited in the "Mid-Term Budget Review," September 19, 2003.

In addition, the execution of the development budget has been constrained by poor
security conditions around the country, and limited capacity in line ministries with
respect to project and program management, procurement, and financia management.
Figure 3 above demonstrates the slow pace of execution. By September 2003,
only $223 million is recorded in the DAD as having been disbursed against an
overall budget requirement of $1.7 billion for 1382. This also reflects some
difficulty faced by the database in capturing all donor commitments and
disbursements.
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Staffing
Establishment

Tashkeels

The tashkeel isan essential component in the whole budgetary and payroll process.
The tashkeels provide the organizational chart for the ministry detailing staffing
positions and levels. Historically, ministries prepared their tashkeels and then sent
them to the Civil Servant Organizations Department of the Ministry of Finance
for verification. The Ministry of Finance was authorized to make some reasonable
modifications. Preparation of the tashkeels was regarded as one element of preparing
the overall budget. During the mujahidin period, this responsibility was moved
out of the Ministry of Finance and the tashkeels are now approved by a department
in the Office of Administrative Affairs (OAA).

All budget units must have a tashkeel agreed to at the beginning of the budget year
before they can execute payroll and recruit staff. Provincial departments and
district offices receive their tashkeel for the year from their respective ministries.

The other component needed by ministries and departmentsfor processing payrolls,
is the takhsis. The takhsis is the staff allotment for the budgetary unit, which is
provided by the line ministry based on allotments provided by the Ministry of
Finance for the ministry as awhole.

No tashkeels were issued in 1381, and the tashkeels for 1382 were issued late —
many districts still had not received them by mid-year —and they are occasionally
inconsistent with the allotment.

Thereis no reason why the takhsis should match the tashkeel. It is quite common
to have a situation where fiscal constraints result in alevel of funding that cannot
cover all approved positions. In these situations, managers must decide which
approved positions are to be funded. However, for Afghanistan, thiswould be a
dramatic departure from current practice, where traditionally the tashkeel has been
the sole control on staff, and the line ministriesin Kabul make all decisions about
the tashkeel. Switching to a system where the takhsis was the controlling number
would mean that managers at the provincial level would have to choose which
positions are to be funded — a significant change in delegated authority. While
thisis certainly possiblein principle, provincia staff would need training before
taking on this new authority.

Staffing numbers

General civilian government

Reasonable estimates put the total general civilian government employment
anywhere between 250,000 and 350,000 people. The uncertainty over numbers
arisesfor two reasons. Firgt, thereisno list of legitimately employed staff (nominal
roll), either in Kabul or decentralized in the provinces. Second, thereis considerable
variation in the numbers of staff paid each month in each ministry or provincial
payroll. A primary reason for such variation is the delay in submitting and
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processing the provincia
payrolls. However, the
average numbers of staff | Even thelargest of reasonable staffing estimates places
paid per monthisgradualy | Afghanistan at the low end of public sector employment
stabilizing. Overall, there | relativeto population compared to its regional neighbors.
are few signs of any

Box 9: Small Gover nment

A : : Public sector employment in Afghanistan is between
S|gn|'f|cant Increases in 1.1 percent and 1.6 percent of an assumed population
staffing at the Kabul or | o 5 yjillion. In recent years, general civilian government
provincial levels since | employment (i.e. public sector employment excluding
early 1381. the military and state-owned enterprises) has accounted
for about 2.5 percent of the population in countriesin
Although thisgovernment | the Asiaand the Pacific region. Of this, the social sectors
is quite small in (educetion, higher education and hedlth) typically account
employment terms (see | for40 percent, except in states that were part of the
Box 9) relative to its former Soviet Union, where socia sector employment
capability, this is not a averages at around 70 percent of general civilian

small government given government.
the weak capacity of government. A large proportion (around 40 percent) of this
relatively small workforceislocated within Kabul. Thisis potentially problematic,
because it suggests that any moves toward adequate staffing in the provinces
without corresponding reductionsin staff in Kabul could produce alarge government,
which would be both unnecessary and unsustainable.

Figure 4 sets out a current estimate for the underlying total of public employment.

Figure 4: Estimated Underlying Totalsfor Public Employment

Population (2003 est.) 22 million

Civilian Central Govt.
as % of Population 1.0%
| Education 0.5%

STATE-OWNED ENTERPRISES GENERAL GOVERNMENT
r 6,100 —I r 389,566 —I

ARMED FORCES CIVILIAN CENTRAL GOVERNMENT MUNICIPAL ADMINISTRATION
60,000 r 326,566 —I r 3,000 —I

I
Based in KABUL Based in the PROVINCES
r 119,525 _I r 207,041 _I

| | total

TOTAL PUBLIC EMPLOYMENT
r 395,666 —I

of which:

teachers 16,841 53,879 70,721 teachers
health 13,323 12,247 25,571 health
police 21,935 47,491 69,427 police

Source: World Bank Afghanistan Public Employment and Wages Model.
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Figure 5 shows the numbers of staff for whom salaries have been paid in civilian
central government (excluding police), set against the estimated underlying totals.
There is no certainty that these numbers reflect the actual number of staff who
have received their pay.

Figure5: Civilian Government Staff for Whom Salaries Have Been Paid,
Excluding Police
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Notes: Requests for salary payments for the six pay periods from December 22, 2001, to June 21,
2002 (inclusive), and received before July 31, 2002, were processed and paid by the UNDP
before they closed their payroll operation on August 15, 2002. Requests for salary payments
for periods from June 22 onwards were processed by the Treasury Presidency in the Ministry
of Finance and funded from the budget. These data, for the period to March 21, 2003, were
collated and provided by Price Waterhouse Coopers.

The "modeling estimates” provide the assumed underlying totals for civilian government
employment that are used in the World Bank Afghanistan public employment and wages
model. These include estimated totals for Herat, but the monthly data do not.

Sources. 1380 and 1381 — UNDP payroll data and treasury data (collated by the ARTF monitoring
agents, Price Waterhouse Coopers); 1382 — Adam Smith Institute.
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Box 10: Civil Service Working Hours

Civil servants work a six-day week. Civil service working hours are from 8 am. to 4
p.m. five days aweek (Saturday —~Wednesday) with an hour for lunch. On Thursday,
working hours are from 8 am. to 1 p.m. Some provinces, such as Kandahar and
Jalalabad, have summer working hours from 7 am. to 2 p.m., with no lunch or tea
breaks during the hot season.

In practice, working hoursin the provinces are shorter than in Kabul. With the exception
of the provincia governors and senior officials, most provincial officials work up to
1 p.m. On Thursdays, many senior officials will take the complete day off to return to
their home areas. Many civil servants at the district level work less. This part-time
tradition islong-standing. It was the norm in the time of King Zahir Shah and President
Daoud even though it was technically illegal. However, the tradition has become
institutionalized, and now justified on the basis of low salaries.

Teachers work 24 hours per week. In the north, the school calendar runs from March
to the end of November. In the south, the school calendar runs from September to the
end of May. Schools are completely closed outside of these dates.

However, many dedicated officials, particularly in the administration and education
departments, work longer hours than they are, in principle, paid for. A typical caseis
that of the deputy finance officer of adistrict in Faryab province who has been working
overtime and on weekends for many months trying to re-record and re-register the land
and other holdings of the whole district after the archives of the uluswali were burned
and looted by the Taliban.

Teachers

There are some uncertainties in relation to the numbers of particular categories of
staff. The number of teachers estimated in the Rapid Assessment of Learning
Spaces (Ministry of Education and UNICEF update, 31 July, 2002) was 73,074.
On the assumption that 60 percent of the staff of the Ministry of Education (MoE)
is made up of teachers, as reported by the Ministry of Finance, then the Ministry
of Education’s total staff estimate of 120,000 appears correct. This estimate is
further validated by analysis of the expenditures from 1381 and the 1381 second
quarter allotments. The expendituresfor the last five months of 1381 on emoluments
would have paid for atotal of 113,051 staff in the Ministry of Education. The
allotments for the first quarter of 1382 would pay for 142,530 staff. This seems
consistent with the modeling estimate allowing for a controlled increase in teacher
staffing numbers.

However, there are some uncertainties. The Ministry of Education reports that
they have 105,000 teachers, larger than other estimates for teacher numbers, but
less than the total staff of the ministry. Also, in the six provinces visited for this
study, there are significant disparities between provincial reports and the Ministry
of Education payroll data. The payroll records for the first month of 1382 show
814 teachers on payroll for Bamyan, while the province says that they actually
have 2,202. Payroll records in Kabul show 2,545 teachers in Kabul, against a
provincia report of 4,086. Payroll records for Wardak report 1,431 teachers, while
the province report 2,763. Some provinces are undoubtedly having problemswith
late payments of salaries, and some teachers, though recorded as government staff,
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are de facto employees of NGOs, such as the Swedish Committee for Afghanistan,
or paid from unreported revenues held in the province. It could also be the case
that, because of delays in the payroll, provincial reports have yet to show up in
Kabul data

Other provinces are reporting significantly lower totals than those reflected on the
payroll data. Payroll records show that for the first month of 1382, in Badakhshan,
7,097 staff were paid in the Ministry of Education. Provincia education department
staff report that they in fact have 5,646 staff. Similarly, payroll records suggest
3,747 for Faryab, while the province says that they have 2,930. In these cases, it
is possible that the province is reporting data from last year, whereas payroll is
reflecting the actual numbers following some extensive hiring.

In the recorded staff totals, thereis a consistent trend towards increasing numbers
of Ministry of Education staff in Kabul (see Figure 6).

Figure 6: Ministry of Education Staff in Kabul
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Poalice

There are more significant problemsin the accurate identification of police totals.
Totalsfrom the Law and Order Trust Fund for Afghanistan (LOTFA), the funding
mechanism supporting police reform, suggest there are 55,000 uniformed police
(reduced from 63,000 last year) but these exclude data for Zabul, Uruzgan, Herat,
and Khost. Allowing for these provinces might bring the total number of uniformed
police funded from the budget to 61,000. If an assumption is made that, as reported
in 1381, there is an additional 13,600 police paid completely from local revenues
and therefore are not accounted for by LOTFA, this would suggest that the total
number of police might be around 75,000.
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Although all agir and other civilian staff in the Ministry of Interior are paid
according to the regular process, uniformed police are being funded through
mechanisms that bypass the mustoufiat as their payroll is signed by the head of
police and by the governor in each province, and sent to the Ministry of Interior
in Kabul directly. For Bamyan, payroll records for the first month of 1382 show
97 Ministry of Interior staff, while the province reported that they have 737. In
Faryab, the province reported 1,025 Ministry of Interior staff, against payroll data
for 213. Similarly, Kandahar payroll records show 491 staff against a provincial
report of 3,207. However, in other provinces, the lower numbers seem to reflect
the facts. Records in Wardak show 195 Ministry of Interior staff against payroll
numbers of 129, and Badakhshan records report 145 against payroll records of 285.

Payroll records in Kabul suggest that there were 11,300 non-uniformed employees
in the Ministry of Interior.

Sate enterprises

In principle, the above employment estimates exclude state-owned enterprise (SOE)
staff. Government policy isto require enterprisesto pay for their own staff from
own-source revenues, and not to fund them through the government budget. There
are signs, however, that some enterprise staff are migrating to the parent ministries.
So while apparent payments to enterprise staff are declining, there is a small
increase in the numbers of staff funded through the parent ministries.

Recent work undertaken by Adam Smith Institute found 51 functioning and 19
defunct state enterprises and 76 of unknown status (Adam Smith Institute, 2003).
The budget contingency for government enterprise salaries reduced the numbers
of enterprise staff that the budget was planning on funding from 25,000 in 1381,
to around 1,400 in 1382. However, the 1382 budget also made provision for an
allowance for payments to SOEs. If this were all used for salaries rather than as
asubsidy for other operating costs, then this would have provided for an additional
4,600 employees.

On the same basis, the expenditures indicated that an average of 17,100 SOE
employees were paid in the last five months of 1381, reducing the number to an
average of 3,000 for the first five months of 1382. However, the combined
expendituresfor the ministries of Light Industries and Food and Mines and Industry
have increased significantly over this period. The emoluments (salary) budgets
for these ministries have increased from alevel that would have funded fewer than
600 employees to funding for more than 800 staff. But expenses increased more
significantly by alevel of around 7,600 employeesin the last five months of 1381
and by alevel that would, on the same basis of estimation, have funded an average
of 3,100 additional staff in the first five months of 1382 (an increase probably
funded by the budgeted contingency). In addition, payments of 107 million afs.
have been made for "subsidies’ from the Ministry of Food and Light Industries,
and it is probable that these are used for funding recurrent costsin SOEs. These
subsidies could fund 5,000 employees over 12 months.

Overal, the 1382 budget planned areduction in budget funding for SOE employees
from 25,000 to amaximum of 6,000. Early signs based on these estimates are that
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the total numbers being funded from the budget have indeed decreased from about
24,700 to about 6,100. However, there is considerable uncertainty regarding the
totals, and it is possible that there are salary payment arrears for enterprise staff.

Other staff

Defense and security staff numbers cannot be estimated with any accuracy from
available data. The budget, alotment, and expenditure datafor 1382 areinconsistent,
precluding any estimate of the likely underlying totals.

In addition to the permanent (karmand) and contract (agir) staff, there are a small
number of daily paid employees. Daily paid employees are hired according to
private market rates for their services, and are not hired against an establishment
list or assigned an employment grade. It is believed that there are very few daily
paid employees in the provinces. Exceptionsto this are larger municipalities with
substantial public works projects (for example, Herat City).

Pay and grading

General civilian government
Every public employee has a personal grade. Thisistrue of employees based in
Kabul, the provinces, or at district level. Two base pay scales— one for karmand
staff and onefor agir staff —apply equally,
everywhere in Afghanistan. Thetwo base

pay scales are amost identical (see Table Table5: Salary Grades/Steps
5). The same food allowances apply to and Base Pay (monthly, afs.)
both. Grade/step Karmand | Agir
(highest to lowest)

"Outside of grade" is used for ministers, | "Outside of grade” 455
the attorney generd and the auditor genera "Beyond grade” 210
as these have the status of minister. It "Above grade” 170 128
also applies to the vice presidents, the 1 130 13
mayor of Kabul and, previously, to

/ . . 2 110 102
parliamentarians. Previoudy the governors
of the larger provinces were also "outside 8 % %3
of grade," but recently all governors’ 4 8 76
positions have been downgraded to 5 70 68
"beyond grade." 6 62 60

7 57 55

The original intention of the 1970 Law 8 51 29
on State Employees was to provide for 9 5 ye
promotion in post for karmand but not m 0 %
for agir staff. However, the distinction

between the two categories has largely  Note: Different terms are used which tranglate

i ioni i i as "steps’ for karmand and "grades” for agir
disappeared. Promotion in post is subject positigﬁs Although this refer%to thesan%?dea,

to: namelg_ that advancement istriggrered_ through
acombination of academic qualifications and
. . years of experience, the distinction seemingly
»  Completion of three years of service Is design d to emphasize tg_:# the bnature of the
i ucational requirements differs between
in the same grade . karmand and agjr staff.
*  Good performance and activity record  Source: AREU/WB staff assessment.
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e Complete and regular attendance

* Adequate education levels (There are academically-based restrictions on
working in higher position grades before having been promoted. A high
school graduate can work only two levels above his/her persona grade, with
abachelors' degree he or she can work four levels above and with a masters
degree 6 levels above. There are no restrictions for PhDs.)

»  Endorsement of the promotion by the immediate manager and by the higher
approving authorities.

If akarmand staff meets all these legal requirements, he/she could have a grade
increase every three years until he/she reaches grade one. Promotion from grade
one to "above grade" and from "above" to "beyond grade” requires four years of
service.

*  While karmand employees have the prospect of areasonably assured promotion
every three years, advancement through the grade (and pay) structure for many
agir positions is capped at a particular level (for instance, drivers cannot be
promoted beyond grade 2); however, higher skilled agir employees can advance
to the top of the agir scale.

*  Agir employees are not entitled to receive a professional bonusin addition to
salary.

Contract employment through agir status provides some flexibility — as evident
in the education sector —but, in practice, most agir employees remain in government
for many years and follow a career path very similar to that of karmand staff.
All police officers and sergeants are regarded as karmand staff. Police patrolmen
areagir.

The regular promotionsin post require adistinction to be drawn between a"position
grade" (the grade assigned in the tashkeel to that particular post), and the "personal
grade" (the grade which the individual post-holder has reached). Through years
of service and regular promotions, staff in lower positions of authority can occupy
a higher grade (and earn a higher salary) than their managers. Thisis known as
a rank-in-person arrangement — distinct from the more common rank-in-post.
These disparities are masked by wage compression, but in any pay reform thiswill
need to be addressed.

Pay policy is set centrally for al public employeesin Afghanistan. In addition to
the base pay set out in Table 5, there is also a complex set of allowances, outlined
in Table 6.

The 1970 Law on State Employees states the circumstances under which additional
remuneration is possible for additional hours and work in extreme or dangerous
conditions. In practice, public employees do not receive overtime pay in Afghanistan
today. Hazard pay, if it exists, is extremely rare.

The underlying base pay scale offers a reasonably well-structured scale for base
pay. However, as Table 7 shows, the real salary scale for public employeesisvery
compressed, as food allowances (given equally to all public employees) account
for more than 90 percent of monthly pay.
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Table 6: Monthly Monetary Allowances within Public Sector Pay

Base pay

Payableto all staff

Food allowance

Payable to all staff

Second food
alowance

The second food allowance was introduced on 5 May, 2002.
In principle, thisis not payable to teachers.

Transport alowance

Payable only to public employeesin Kabul

Professional Thereis no direct link between employment grade and the

allowance professional allowance. In the education sector, a professional
alowance of 8 &fs. is paid to those who have completed secondary
school; 12 &fs. for completing two additional years of schooling
(grade 14); 15 &fs. for auniversity degree; 17.5 afs. for an
additional year beyond university; 20 afs. for amaster’ s degree;
and 25 for adoctorate. Only those who have completed high
school can be hired as karmand teachers (others can be hired as
agir). It is believed that the same rules for the professional
allowance apply to government employees of other sectors.

Additional

professional 157.5 &fs., payable to "beyond grade" karmand staff

allowance

Scientific allowance

1,400 &fs., payable to "beyond grade" karmand staff

Special alowances

There are two specia alowances (200 and 300 afs.) that are
available only to “beyond grade” employees for special duties.

Source: AREU/WB staff assessment.

Table 7: Monthly Pay and Common Allowances
by Grade for Karmand Staff (afs.)
8 gl o |E >

cos | 5|55 |28/ 5 |2 E |222
8123 |23| & T 858

o B ([NTB| = & - < +~

Outside | 455 | 1,200 | 440 2,095 | 78.3%
Beyond | 210 | 1,200 | 440 | 130 | 15| 2,019 | 89.6%
Above | 170 | 1,200 | 440 | 130 | 8 | 1,955 | 91.3%
1 130 | 1,200 | 440 | 130 | 8 | 1,908 | 93.2%
2 110 1,200 | 440 | 130 | 8 | 1,888 | 94.2%
3 95 | 1,200 | 440 | 130 | 8 | 1,873 | 94.9%
4 78 | 1,200 | 440 | 130 | 8 | 1,856 | 95.8%
5 70 | 1,200 | 440 | 130 | 8 | 1,848 | 96.2%
6 62 | 1,200 | 440 | 130 | 8 | 1,840 | 96.6%
7 57 | 1,200 | 440 | 130 | 8 | 1,835 | 96.9%
8 51 | 1,200 | 440 | 130 | 8 | 1,829 | 97.2%
9 46 | 1,200 | 440 | 130 | 8 | 1,824 | 97.5%
10 40 | 1,200 | 440 | 130 | 8 | 1,818 | 97.8%

Note: See Table 6 for details of eligibility for these allowances.

Source:;

AREU/WB staff assessment.
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Schedule 11 of the 1382 Budget Decree consolidated the various allowances into
base pay, but did not increase total pay. This has proved to be something of a
change in nomenclature only. In practice, staff still consider that their pay comprises
asmall base pay element and then alarger series of allowances.

Generally, pay rates are very low, especialy for the higher steps or grades. One
of the possible factors contributing to the absence of massive hiring isthe low pay.
Many government employees have other jobs, and see their government salary as
an added bonus rather than their main income.

Some foodstuffs are also provided to government employees (Box 11). Thisis
quite separate to the monetary food allowances that are part of their pay.

Box 11: The History of the Food Baskets

Food was first provided to civil servantsin Afghanistan around 1937. Ration books
allowed a government worker to receive both food and non-food items. The amounts
provided have varied. Ration books printed in the 1990s refer to entitlements of 56 kg.
of wheat per month. Other itemsincluded in the ration books are flour, sugar, tea,
powdered milk, rice, cooking oil, soap, and razor blades.

At first, the commodities were provided free. Subsequently, they were sold at subsidized
prices. In 1989, the Najibullah government reverted to the distribution of free commodities
to civil servants. In 1992, under the Rabbani government, this was stopped and civil
servants were given monetized benefits —in the form of transportation and meal
allowances.

The AIA, with the support of the U.N. secretary-general’s special representative to
Afghanistan, made a special appeal to the World Food Program (WFP) to include a
food ration for civil servantsin its emergency operation that began on April 1, 2002.
WFP' s emergency appeal subsequently included a special program of food assistance
for up to 270,000 civil servants from March to September 2002. The United States
Office of Food for Peace provided 100 percent of the civil service food supplement,
plus additional quantities of vegetable oil to be provided to teachers after assistance
to other civil servants was to finish in September. The quantities provided under the
U.S.-supported program (comprising 12.5 kg. of lentils and 5 liters of oil per month)
is estimated to have provided a boost in the purchasing power of civil service salaries
by 20 to 25 percent.

The U.S.-supported program through WFP and the Department of Rations ended in
September 2002, except for teachers who continue to receive U.S.-supported food
assistance as a salary supplement (10 liters of oil per month, in theory) through WFP
and the Ministry of Education. The Ministry of Commerce (department of rations) has
contracted to provide some rations, including tea, soap, and oil — supplemented by
donated contributions of supplies from some countries such as Pakistan (sugar).
However, it appears that the government has determined that these supplies are to be
sold to government employees in Kabul at cost.
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Current pay reforms

Police

A new salary scale was proposed by the Ministry of Interior for police officers and
sergeants and approved by Cabinet in early 1382, effective from Jawza 1382 (May
22 to June 21). The pay rise for police officers has resulted in the pay scale shown

in Table 8.

There are significant
disparities in the average
salary levels between
provinces. In Hamal 1382
(March 22 — April 21), the
average ranged from 800 afs.
to 1,700 afs. Thiswasbefore
the pay raise and the disparity
probably reflected some
combination of different
ratios of officers/sergeants
and patrolmen, and varying
use of own source revenues.
However, following the
implementation of the raise,
the early signs are of
remarkable differences in
average pay. It appears that
this is a consequence of the
uneven introduction of the
new pay scales and the
consequent need to pay
arrears.

In 1382, police have dso been
paid significant arrears that
accruedin 1381. Budget code
30600 (a food allowance
code) was used to pay the
arrearsfor police who had not
received pay at all in 1381

due to irregular appointment procedures but
who have since been confirmed in position.
Code 70600 (an exceptional transfers code)
was used to pay the arrears for the 13th month
salary for 1381 for Kabul police and for some

provinces.

Teachers

Teachers have historically been paid in line
with other civilian government staff. Teachers
are, in principle, not entitled to a second food

Table 8: Palice Pay Scale (from 1382, afs.)

Grades Before | From
1382 | 1382
Officers
Beyond | Four-star general 1,625 |5,625
Above | Lt. general (Dagar general) 1,625 |5,250
1 Major genera (Touran general) |1,625 | 4,950
2 Brigadier (Bread general) 1,625 |4,650
3 Colonel (Dagarwal) 1615 |[4,425
4 Lt. colonel (Dagarman) 1,615 |4,200
5 Major (Jaglan) 1,615 |3,975
6 Senior captain (Jeak touran) 1,608 | 3,750
7 Captain (Touran) 1,608 |3,525
8 First It. (Lowmlai breatman) 1,608 | 3,300
9 Second It. (Dowahum breatman)| 1,608 | 3,150
10 Third It. (Drayam breatman) 1,608 | 3,000
Sergeants (Satanmanans)
Sar satan man 1,603 | 3,500
Lomari satan man 1,603 | 3,100
g Do ham satan man 1,603 | 2,800
2 Daryam satan man 1,603 |2,500
%" Police academy students
§ First class 75 75
g Second class 150 150
O | Thirddass 225  |225
Patrolmen
Maximum 600 600
Minimum 800 800
Source: LOTFA
Table 9: Education
Qualification Allowance
(monthly, afs.)
Qualification Allowance
Masters degree or higher 1,500
Bachelors' degree 1,300
Grade 14 complete 1,100
Grade 13 complete 1,000
Grade 12 complete 900
Lessthan 12 yrs. 800

Source: AREU/WB staff assessment.
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allowance (see Table 6), but in practice it appears that they do receive this. Recent
teacher pay raises increase the professional allowance significantly, from 15 afs.
per month for "above" and "beyond," and 8 afs. per month for other lower graded
staff, to 1,300 afs. per month for teachers if they have a bachelors degree (see
Table 9). Increasing teacher salaries via a professional allowance rather than
through an increase in base pay complicates matters as it requires detailed data on
staff and their qualifications. Table 10 provides details of teacher qualifications
in three provinces. It is probable that teacher qualifications in Kabul are higher
than elsewhere.

Table 10: Proportions of Teachers by Academic Qualifications, 1382
Percentages Ministry of Herat Kandahar Wardak
Edgcati on | (karmand only)
estimates
Masters or higher 0.4 0.3 0.1 0.0
Licentiate/bachelors 8.8 6.2 12 22
Grade 14 and higher 18.0 19.5 4.0 31
Grade 13 17.8 49 12 0.7
Grade 12 54.2 64.5 27.8 94.0
Less than grade 12 0.7 45 65.7 0.0
Total 99.9 99.9 100 100

Source: Provincial departments of education.

Priority Reform and Restructuring Decree

The Priority Reform and Restructuring (PRR) Decree was signed by President
Karzai on 10 July 2003. Ministries and government agencies may apply for PRR
status, which is granted on the basis of the quality of the proposed business plan
for aministry or agency. PRR status allows some staff to be placed on higher
salaries, for afixed term, if they are undertaking high priority tasks and have a
demonstrated track record of

m nce. The higher
o ar'ioggr: > vided threnoh Table 11: Interim Additional Allowance
. P throug Scale (afs. per month)
an interim additional
allowance (IAA), which is | Post level Minimum Maximum
additional to base salary but A 11,045 11,750
which replaces all other
allowances. B 9,635 10,240
C 8,225 8,930
AsTable 11 indicates, thelAA
- D 6,815 7,520
scale provided for by the PRR
decree has seven steps, E 5,405 6,110
intentionally designed to deter E 3,995 4,700
simplistic transfers of existing -
h [
staff onto the new grades 6] Unchanged (existing salary and allowances)

without consideration of their  Source: AREU/WB staff assessment.
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responsibilities. In effect, staff are regraded as they are moved into the new
positions created when a department is awarded PRR status.

Ministries’ proposals for PRR status undergo a robust but straightforward two-
stage process. In stage one, proposals to be considered for PRR status must be
made in writing to the chairman of the IARCSC with relatively simple documented
evidence that urgent reform of the function is required, and that a suitably skilled
task force is available to lead and manage the reform and restructuring process.
The Ministerial Advisory Committee on Administrative Reform makes the decision
to allow the application to proceed to stage 2.

Stage 2 requires a more detailed proposal, including the expected improvements
in efficiency and cost-effectiveness, with documented evidence that the relevant
function has been comprehensively reviewed, identification of the posts recommended
for transfer to the IAA scale, and a full costing of the proposed changes, with
evidence that these have been discussed and agreed with the Ministry of Finance.

The PRR decree should provide for some relief from the very compressed wage
structure for ministries and departments undertaking important functions. As of
January 31, 2004, there were 26 functions that had

received stage 2 approval, and afurther 16 had received stage 1 approval.

Health

Although there is no health sector pay reform intended, the "contracting out"
exercise adopted by the Ministry of Health (see Chapter 7) islikely to set the pay
for health sector staff within government. Table 12 sets out the base salary scales
that NGOs working in the Afghanistan health sector have agreed to follow under
donor and government-funded programs.

In addition, incentives are given as percentage increases on these base salaries
according to hardship scores. These scores are determined by criteriathat reflect
district-specific conditions (physician density, girls enrolled in primary education,
midwife density, population of district), and facility-specific conditions (distance
to provincial center, distance students must walk from the clinic to a primary school
where femal e students are enrolled, living amenities including housing provided
by NGO, safe water source available next to housing, population of immediate
community, population that can reach facility in less than 30 minutes’ walk,
indication of potential for private practice, closest functioning hospitals, and days
cut off per year due to snow in winter). The resulting hardship scores increase
salaries proportionately as shown in Table 13.

If it is assumed that the average incentive will be 75 percent of base pay, then an
administrator in afirst level referral hospital would receive 17,500 afs. ($350) per
month. Within government, such an employee might reasonably be on grade two
and would be currently receiving 10 percent of that (1,888 afs. per month). In
order to ensure some minimum level of parity with these NGO packages, it is
anticipated that provincial health departments will apply for PRR status. |f awarded
to them, it islikely that a senior administrator might be placed at grade D on the
interim additional allowance scale. Thiswould result in the administrator being
paid 9,056 afs. ($181.12) per month. This disparity will be difficult to sustain over
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Table 12: Maximum Base Salary Scalesfor NGOsWorking in the
Afghan Health Sector (June 15, 2003 — June 14, 2004)

Monthly
Categories Slgjaasre Comments
(U.s. ¥)
Generdl practitioner/MD $170 Based on five hours of daily work in a standard health
(CHO) facility
Medical and nursing not yet
specidists determined
Surgeon (first level referral $450 Postgraduate diplomain surgery. Based on eight hours
hospital) of daily work including on-call rotation
Surgeon (first level referral $600 Postgraduate diplomain obstetric surgery. Based on
hospital) eight hours of daily work including on-call rotation
MD (first level referral $200 Based on eight hours of daily work including on-call
hospital) rotation
Dentist $170 University-level training; based on five hours of daily
work in ahospital out patient department setting
Dental technician $100 Between two and three years basic medical training;
based on five hours of daily work
Dental technician $90 Between 6 and 18 months of basic medical training;
based on five hours of daily work
Nurse $110 18 or more months of basic medical training; based on
five hours of daily work
Assistant nurse $90 Between 12 and 18 months of basic training; based on
five hours of daily work
Midwife $140 Three years of midwifery training; based on five hours
of daily work
Auxiliary/community $125 Between 1.5 and 2 years of basic training; based on five
midwife hours of daily work
Pharmacist $140 University-level training
Pharmacy technician $100 Between 12 and 18 months of basic medical training;
based on eight hours of daily work
Lab technician Sfi rst level $120 More than 18 months basic training; based on eight hours
referral hospital of daily work
Assistant lab technician $100 Between 12 and 18 months of basic training; based on
eight hours of daily work
Assistant Iab technician $80 Between 6 and 18 months of basic medical training;
based on five hours of daily work
X-ray technician $150 Assumed between 6 and 18 months of basic medical
training; based on eight hours of daily work
Anesthetist $150 Assumed between 6 and 18 months of basic medical
training; based on eight hours of daily work
Physiotherapy technician not yet Assumed between three and six months of basic training
determined
Health inspector/sanitarian not yet
determined
CHW nosalary | To be determined by community, advise maximum $21
per month
Vaccinator $80 Based on five hours of daily work (including outreach
activities)
TBA no salary | Receives some paymentsfor servicesrendered by clients
Categories not mentioned
inthe BPHS
Administrator (CHC) $100 Based on five hours of daily work
Administrator (first level $200 Based on daily eight hours of daily work
referral hospital)
Guards, cooks and other for NGO
support staff to decide

Notes: Recommended BPHS health worker categories; scale based on a six-day work week.
Source: Salary Policy Working Group, 2003.
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the longer term, and it is probable that there will be considerable pressure for
increasing the IAA scales— doubling them would be necessary to achieve something
close to parity with the NGO health sector administrators’ salaries.

Other pay reforms . .
In November 2003, Cabinet agreed Table 13,'_,'26]“;?;2;%?&?:” NGO

to apay increase for civil servants
(excluding the military, police, and

Essential medical
Score Classification staff

teachers). The increase amqunted Male | Female
to a 600 percent increase in the 0-24 | Urbarvsemi-urban % | 0%
base selary for dl g@l& (sge Teble 25-49 | Small towns 25% | 50%
14). The casefor this pay increase

is convincing — not least because 50-74 | Rurd S0% | 100%
unless some relief is offered, ad 75 - 100 | Deep rural and remote| 100% | 200%

hoc pay increases are inevitable, Source: asTable12.

The reform will decompress the wage scale: since the increase for grade "beyond”
is64 percent and only 13 percent for grade 10, theratio of pay (base plus allowance)
for "beyond" will increase from 1.1 to 1.6 times the pay for grade 10. Thisisan
important outcome: salary levelsfor professional staff will be more attractive for
the civil serviceto retain qualified staff, even though the pay increase brings salary
levels for unskilled labor at alevel beyond those observed in the private sector.
However, this pay somewhat reduces the incentives provided by the IAA, by giving
apay increase to departments without any reform program.

In addition to the full year costs of 950 million afs. from this reform, the pay
increase for police agreed in Jawza 1382 (May 22 —June 21) will entail full year
costs of 800 million afs. (assuming there are close to 18,000 officers and 7,000
sergeants that benefit), more than doubling the previous wage hill for police.

Assuming that 10 percent of teachers have a master’s or bachelor’s degree, and
that 65 percent have completed grade 12 or less, then the teacher pay reform has
increased the total annual wage bill for teachers from 1.2 billion afs. to 2.7 billion.
afs. The annual budget for salaries (1000 code) for teacher salariesis 2 hillion afs.
(the total amount budgeted for salariesin the Ministry of Education is 3.4 billion
afs. but 41 percent of this amount is necessary to cover that proportion of
administrators), so these teacher pay increases must be coupled with a decrease
in teacher numbers unless more resources are identified.

The costs of the PRR decree depends on the assumptions employed about the re-
grading of staff and the numbers affected. If two-thirds of al civilian, non-teaching,
non-police departments and agencies were to go onto PRR status, then the annual
wage bill would increase by 3.9 hillion afs., though the estimation is highly sensitive
to assumptions concerning shifting staff from the current structure onto the PRR
grades. If it is assumed that 5,000 staff might go onto PRR over the next 12
months, then on the same assumptions, the increase in the annua wage bill would
be some 200 million afs., or $4 million.
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Table 14: Increase in Base Pay
Grade | Standard Previous Revised

allowances|Basepay| Total pay | Allow. as% | Base pay | Total pay| Allow. as%
of total pay of total pay

Outside | 1,640 455 2,095 78.3% 3,185 4,825 34.0%

Beyond 1,809 210 2,019 89.6% 1,470 3,279 55.2%

Above 1,785 170 1,955 91.3% 1,190 2,975 60.0%

1 1,778 130 1,908 93.2% 910 2,688 66.1%

2 1,778 110 1,888 94.2% 770 2,548 69.8%

3 1,778 95 1,873 94.9% 665 2,443 72.8%

4 1,778 78 1,856 95.8% 546 2,324 76.5%

5 1,778 70 1,848 96.2% 490 2,268 78.4%

6 1,778 62 1,840 96.6% 434 2,212 80.4%

7 1,778 57 1,835 96.9% 399 2,177 81.7%

8 1,778 51 1,829 97.2% 357 2,135 83.3%

9 1,778 46 1,824 97.5% 322 2,100 84.7%

10 1,778 40 1,818 97.8% 280 2,058 86.4%

Source: AREU/WB staff assessment.

Taken together, the agreed pay reforms represent a 50 percent increase on the
current civilian wage bill. There are two significant risks. First, there is the
possibility of growing, contingent liabilities and the implications for pension
liabilities of these pay increases must be considered (see the section on pensions
below). Thereis an associated risk that increased pensions might increase the
pressures for recruiting staff into the lower, unskilled grades of the civil service
asincome security for staff and their familieswill significantly raise the perceived
value of public sector employment.

Second, uncoordinated pay reforms could support competitive leapfrogging between
sectors. The PRR isintended to be the first step towards a new pay and grading
system to operate across government. As Table 15 indicates, there is considerable
inconsistency between the recent pay increases, but the PRR rates are sufficiently
in excess of other recent pay reformsto provide a unifying framework. However,
the PRR rates arelikely to be under some pressure from the more generous payments
alowed in the health sector. Therewill be some upward pressure on wages because
of the economic effects of poppy growing, and the related construction boom in
the urban areas.

Early analysis of the limited labor market data suggests that the PRR rates are
reasonable for general staff who operate purely within the Afghan labor market,
and that pay rates at the lower, unskilled end should not be raised.

For unskilled jobs, for which a primary education (or less) is required, the current
government compensation package of 1,813 afs. per month is comparable with the
casual daily wage which grosses up to between 1,300-2,000 afs. per month for a
20-day working month. It also compares with the average family income, from
two to three workers or sources, of 2,400 afs. per month. At this level, it seems
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probable that pay for low level civil servantsis, if anything, rather high for unskilled
and, in some cases, illiterate staff. However, asnoted in the discussion of provincia
pay and grading on page 103, there are some signs that unskilled labor ratesarerising.

At the other extreme, the proposed pay range of 11,000-11,750 afs. per month for
top civil servantsis considerably below the U.N. pay levels, but it appears on par
with the earnings of self-employed and small businessmen in "professional” and
"managerial” occupations. Survey evidence points to atop income of 13,000 afs.
per month in Kabul (International Rescue Committee, 2003).

Asfor the mid-level, restructured government jobs, pay scales appear comparable
with the informal sector, although it must be noted that there is considerable
variation in informal sector business incomes, with incomes as high as 17,500 afs.
per month and as low as 5,000 afs. per month for the professional categories
(International Rescue Committee, 2003). As a general rule, incomes are lower
outside Kabul.

Table 15: Current and Planned Pay L evels (afs. per month)
Current pay levels Planned pay levels
Recent | Health administratorsin
Civil servants Police pay reforms PRR reformed Teachers® pay NGOs under contract
(from Jawza 1382) departments? raise to government®
Current Current | IAA | Total Total Total
Grade |total pay Grade total pay| scale| pay |Minimum|Maximum| pay Grade pay
"beyond" | 2,019 | 4 Star General 5,625 a 13,417| 2,819 3,519 3,279
"above’ | 1955 | Lt General (Dagar | 5250 | b | 11,803 2,755 | 3455 |2975
General)
1 1,908 | Major General 4950 | c | 10486 2708 | 3408 |2688
(Touran General)
2 1,888 | Brigadier (Bread Administrator
General) 4,650 d 9,056 2,688 3,388 2,548 | inafirstlevel |17,500
referral hospital
3 1,873 | Colonel (Dagarwal) | 4,425 d 9,041 2,673 3373 2,443
4 1856 | Lt. Colone 4200 | e | 7614 | 2656 | 3356 |[2324
(Dagarman)
5 1,848 | Mgjor (Jaglan) 3,975 e 7,606 2,648 3,348 2,268
6 1,840 | Senior Captain
(Jeak Touran) 3,750 f 6,188 2,640 3,340 2,212
7 1,835 | Captain (Touran) 3,525 f 6,183 2,635 3335 2,177
8 1829 | 1stLt (Lowmla 3300 | f | 6177 | 2629 | 3329 |[2135
Breatman)
9 1824 |2ndLt (Dowahum | 3450 | | 1824 | 2624 | 3324 |2100
Breatman)
10 | 1818 | 3rdLt (Drayam 3000 | u | 1818| 2618 | 3318 |2058
Breatman)

Notes: & Thedistribution of PRR grades shown isillustrative. Thereisintentionally no simple
mapping of PRR grades onto the existing pay scales as the intention is that staff should
be considered individually as new job descriptions are prepared.

b/ The range of teacher pay arises because individual qualifications can vary at each
grade.

¢/ The NGO pay scales are very detailed covering various other medical staff. However,
the administrator posts offer aready point of comparison with other civil servants.

Source: AREU/WB staff assessment.

Salary top-ups
To improve accountability and reduce the perception that government staff in

receipt of salary top-ups from donors and NGOs (cash or other supplements to
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normal salary levelsfor civil servants) are more concerned about their relationship
with the donor than with the implementation of government policy, the government
has passed a "Decree On Regulating Externally Funded Reimbursements and
Allowances for Civil Servants' (the "top-ups decree"), which would regulate the
additional externally-funded paymentsin cash or in kind received by government
employees.9 A reasonable level of additional payments will be permitted for
specified purposes for alimited period of time. A process of consultation with
NGOs and donorswill be required prior to full implementation of the decree.

The decree responds to the concern that staff who receive significant funding from
donors, in addition to their salaries, are accountable to two different employers.
The decree seeks to resolve this problem of dual reporting for staff. Following a
consultation period while government determines the appropriate sector and
provincial caps on top-ups staff may receive, financial limits will be placed on
reimbursements and allowances that government employees may receive from
donors and NGOs for field work and international travel; and the levels of these
will be progressively reduced. The financial limits will be determined following
areview of the labor market situation within different sectors of the public service,
and consultation with key players.

Once the new financial limits come into effect, government officials who accept
additional payments other than as prescribed in this decree will be deemed to have
resigned from government employment.

Capacity building groups (CBGs)

Thereis continuing interest within government and some donorsin funding capacity-
building groups — an elite corps of ministerial advisors to be posted to sector
ministries to develop capacity in technical issuesand in policy formulation. These
staff would be paid higher salaries and placed on contract to the IARCSC, while
retaining their underlying tenure as government employees. Asyet, the numbers
of staff in CBGs has been very limited and it is not clear that this initiative will
be sustained in the context of other initiatives in train to build capacity within
ministries.

Pensions

Two pension schemes are currently operating in Afghanistan. Thefirgt, in principle,
covers employees of all formal sector organizations, except for public banks, and
isadministered by the new Pension Fund Organization (PFO), arecently-established
semi-independent branch of the Ministry of Labor and Social Affairs. The second
one, covering public bank employees, is run by the Da Afghanistan Bank (DAB).
Both are currently "pay-as-you-go" defined benefit systems. Most likely, the two
schemes will remain separate schemes in the immediate future.

Thefirst scheme appearsto apply to all government employees, both karmand and
agir. Thereareafew daily paid employees, hired according to private market rates
for their services, and are not hired against an establishment list or assigned an
employment grade. It appears that they do not have pension rights. It isaso not
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clear if municipal employees are covered by the pension scheme. The basic pension
arrangements are set out in Table 16.

Table 16: Pension Eligibility and Benefits

Relevant
Event sre;cetrllgr:)rc])f Benefit payable
rules
Upon attaining 12 Lessthan five | Lump sum of two months’ last drawn pension-
retirement age 16 years service | able salary for each complete year of service
(apparently 65 for
both men and Morethan5 | Lump sum of three months' last drawn
women) yearsservice | pensionable salary for each complete
but less year of service
than 10
10 years Monthly pension equal to 40 percent +2
service or percent for each year in excess of 10 of the
more last drawn pensionable salary (maximum 100
percent). Incomplete periods of six months or
more istaken as ayear.

Loss of 60 percent or 12 Monthly pension of 100 percent of last drawn pensionable

more of energy due 16 salary, irrespective of service. Under Section 21 of the
toillness, accident or 18 pension rules, the loss of energy, disability, etc. hasto be
disability approved by amedical commission. Once the disability has

ended, the employee has to return to work. Disability due to
intake of narcoticsis excluded under section 22.

Death of active 12 Monthly pension of 100 percent of last drawn pensionable
employee salary, irrespective of service. Pension payable to heirs. Rules
do not specify when the pension payable to heirs ceases. Death
dueto intake of narcoticsis excluded under section 22.

After rendering 25 13 Employee may apply for early retirement, under which full pen-|

years of service sion as per the formula applicable for normal retirement may be|
payable; thereis no reduction indicated for early retirement.

If an employee has 13 Not clear what "final order" refersto. It does not seem to refer

been terminated to retrenchment and is possibly atermination for disciplinary

under “final order" reasons. Pension may not be payable in the case of such

termination, except for concession to apply for pension which
is applicable to those who have been imprisoned for more than
six months, or to take care of dependents.

Death of pensioner 42 Pension divided among legal heirs. Rules do not specify when
the pension payable to heirs ceases.

Source: Rules for retired employees' rights as per government regulation No. 791, dated 9 Zilgad
1420, trandlated, and analyzed by Omer Morshed (Morshed Associates Pvt. Ltd., Karachi) for the
World Bank.

Pensions are calculated on the basis of the last drawn pensionable salary. The
employee’s contribution is 3 percent of the pensionable salary plus:

» 25 percent of the pensionable salary in the first month of his employment.
» 50 percent of any increment in the first month in which the revised salary is
received.

The employer’s contribution is 8 percent of the pensionable salary.
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Section 41 of the rules seems to indicate that pensions will increase at the same
rate as pay increases, but qualifies this by stating that thiswill be at the discretion
of management.

A PFO was established in April 2003 as a semi-independent body within the
Ministry of Labor and Social Affairs. The PFO is overseen by a committee that
includes representatives of the ministries employing most of the insured persons
(Ministry of Labor and Socid Affairs, Ministry of Finance, Ministry of Education,
Ministry of Justice, and Ministry of Defense). The PFO has small branchesin the
provinces. Currently, 50,026 people are eligible for the benefitsin the PFO scheme,
but only about 4,000 are receiving them. The average monthly pension is about
75 afs. ($1.50). Benefit levels are so small that many pensioners do not collect
them.

The pension scheme that covers employees of the public banking system is run
by the Pensions Department of the DAB. The DAB scheme pays pensionsto 1,511
pensioners, about 80 percent of whom live in Kabul. Pension payments amounted
to 398 thousand afs. during the first six months of the current fiscal year, implying
average monthly pension of 44 &fs.

Both pension schemes are governed by rules devel oped under the Taliban regime
and cameinto effect in 2000. They largely repeat earlier pension legislation passed
under President Daoud in the 1960s, with only minor changes. Anecdotal evidence
suggests that the rules are often not followed and that eligibility for benefits as
well astheir levelsisin many cases determined arbitrarily.

Currently, pensionable salary constitutes only a small portion of the public sector
employees remuneration, i.e. the base pay, which varied from 3 — 10 percent of
total remuneration prior to the recent pay increase, and which now ranges from
15—45 percent (see Table 14). A question remains about the possible implications
for pension liabilities of the recent pay increases. Since the replacement ratio
(pensions as a proportion of final salary) is currently close to 100 percent, these
increases have potential significant long-term implications. However, the decree
authorizing the pay increases states that pensions should continue to be cal culated
on the basis of the previous base pay levels.

Schedule 11 of the 1382 budget decree consolidated the various allowances into
base pay. Thiswould have had avery significant impact on the pension liabilities
of government. The normal way of avoiding salary increases having an effect on
pension liability isto modify the benefit determination mechanism. This caninclude
increasing the normal retirement age, modifying the formulaitself, or reducing
indexation of the pension itself, post-retirement. However, under the circumstances,
the budget decree adopted the pragmatic approach of freezing pension payments
at their previous levels. In practice, pay is still universally regarded as comprising
base pay and various allowances.
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Staff composition

Although there undoubtedly has been some grade creep, driven by the semi-automatic
increase in the personal grade every three years, overal the grading composition of
the civilian government workforce is reasonably broad (see Table 17).

Table 17: Grade Composition of the Civilian Government Wor kfor ce
Ministry of Education Ministry of Interior Other civilian staff
All provinces mﬁ?gtLrjlles All provinces mri(nailgurlies All provinces mlfn‘r’i‘glﬁli%
Outside 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beyond 1.7% 2.1% 1.4% 1.6% 1.0% 0.3%
Above 2.2% 4.1% 4.7% 4.2% 2.0% 0.4%
1 2.7% 4.3% 4.0% 4.8% 2.9% 1.5%
2 2.8% 4.9% 6.5% 7.6% 7.1% 5.9%
3 4.3% 6.4% 10.7% 12.9% 14.2% 24.3%
4 5.7% 8.4% 12.6% 14.9% 15.0% 11.1%
5 6.6% 9.3% 12.8% 13.5% 15.3% 10.2%
6 5.6% 10.2% 17.1% 12.1% 21.0% 10.1%
7 12.2% 10.3% 10.4% 9.2% 5.3% 2.6%
8 7.5% 9.4% 9.5% 5.7% 2.4% 3.2%
9 20.6% 18.8% 5.6% 8.2% 8.3% 27.8%
10 28.0% 11.8% 4.7% 5.3% 5.7% 2.6%

Source: World Bank analysis of the ASI headcount data for Sonbola 1381.

Thereis extremely limited data available on the proportions of women in the civil
service. Initial estimates from the Central Statistics Office and UNIFEM estimate
that in 1381 approximately 27,742 women held karmand positions within
government. A further 5,753 were employed as agirs. The very limited available
evidence on educational qualifications suggests that these women are significantly
less educated than male civil servants (see Table 18).

Table 18: Education L evels of Women Civil Servants
All staff in
Women K abul
Agir Karmand Total | Proportion | Proportion

Uneducated 2,536 | 2,536 7.6%

Private 1,608 625 | 2,233 6.7%

Primary School 3,830 1731 | 5,561 16.8%

Vocational Schools 3077 423 3500 10.5%

Vocational Baccalaureate 5,508 111 5,619 16.9%

Total with less than high

school diploma 14,023 5426 | 19,449 58.6% 8.0%
Baccalaureate 10,932 245 | 11,177 33.7%

Over Baccalaureate 1,809 76 | 1,885 5.7%

Total with high school diploma | 12,741 321 | 13,062 39.3% 66.9%
University Graduate 660 6 666 2.0% 20.0%
Master 18 18 0.1% 5.0%
Doctorate 0 0.0% 0.1%
Total 27,442 5,753 | 33,195 100.0% 100.0%
Source: MoOWA and Afghan Audit Office reported by BBC Monitoring South Asia,
August 19, 2003.
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UNICEF surveys indicate that 27 percent of teachers, and more than 50 percent
of the teachersin Kabul, are female.

There are few details available on the proportionate splits between karmand and
agir staff. Table 19 suggests that, although generally there are roughly equal
numbers, provincial education departments have, somewhat counter-intuitively,
fewer contractual staff than other departments.

Table 19: Proportionsof Karmand and Agir Staff

Faryab Wardak Unweighted aver age
of these provinces
Karmand Agir Karmand Agir Karmand Agir
All departments |0, 56% 45% 55% 44% 56%
except education
Education only 82% 18% 7% 23% 79% 21%

Source: Provincial administration.

Selection and appointment

As noted earlier, the IARCSC is now responsible for oversight of appointments
and promotion, civil service management and administrative reform. Historically,
in Afghanistan, the question of how the merit principle in recruitment should be
protected has been a source of some dispute. The 1970 Law on the Status and
Condition of Government Employees (Article 6) established two bodies with
responsibility for public administration: the Civil Service Commission (CSC) and
the Civil Services Administration (CSA). Thisisarelatively orthodox arrangement
in which an arms-length commission acts as a check on the executive in its hiring
practices, while a body within the executive is responsible for administrative
reform. Thislaw was amended in a1977 (1355) decree that merged both functions
inthe Central Administration of Employees and Administrative Reforms, reporting
to the prime minister, effectively ending the arms-length oversight.

This centralization of recruitment was exacerbated during the 10 years of Soviet
occupation that followed. The Central Administration was abolished, while the
OAA within the Presidency grew in authority, with aresponsibility to ensure that
the line ministries under the prime minister implemented "approved” policy. This
allowed extensive palitical control over senior appointments. The Soviet period
also saw an increasing role for the Ministry of Labor and Social Affairsin its
responsibility for maintaining full employment.

After the end of the Soviet occupation, the U.N., in a 1991 report on public
administration suggested re-establishing the 1970 CSA reporting to the prime
minister. It was also the intention of the government at the time to merge the
administration section of the Ministry of Finance with the re-established CSA.
However, nothing was implemented and the CSA was dissolved again when the
Taliban took power in 1996.
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Currently, the rules for selecting and appointing public employeesin a post vary
according to the grade. In theory, the president must approve the appointment of
the most senior staff (grades 2 and above).

Formally, al new recruits should pass through Ministry of Labor and Socia Affairs
as shown in Table 20. In principle, the Ministry of Labor and Social Affairs has
aduty to find employment within government for al new graduates. In practice,
there are multiple routes to appointment to avacancy in the public sector, including
direct communication with the department director or the provincial governor. In
selection and appointment, politics and connections clearly play their part. In
addition, staff enter government employment at different grades/steps according
to their occupational group and educational background. Teachers, who have
completed high school for example, enter at grade 10. Those with a university
degree enter at grade 9 and also gain two years service credit. Those with amaster’s
degree enter at grade 8 and those who have completed their doctorate enter at grade
8 with 2 years of service credit.

Table 20: Proceduresfor Recruiting Graduate Staff

Ministry of | Receivesfrom schoolsalist of new graduates in baccal aureate,
Labor and bachelors and university degrees.*

i?%‘_"‘:s Also receives alist of vacancies from various ministries.
Human Graduates that meet the required qualifications are tested and interviewed.
Resources If applicant is qualified, aletter of introduction is given to the ministry

Department | concerned.

The applicant goes to the ministry concerned together with the letter of
introduction.

Ministry Screens applicant.

concerned If qualified, processes appointment papers (P2) of the applicant. The P2
contains the following information about the employee: grade, position,
vocational privileges.

Appointment papers are distributed within the ministry to: the departments
of personnel, administration, finance, and to the office where he/she will
be assigned.

Based on copy of appointment paper, the finance section prepares the
M40 personnel record.

Note: * Only new graduates have to pass through the ministry; other applicants,
particularly those with previous work experience, can apply directly to aministry.
Source: AREU/WB staff assessment.

The formal employing authorities vary according to the grade, and according to
whether the person is karmand or agir.

Staff records

The manpower department in the Ministry of Labor and Socia Affairstheoreticaly
holds the appointment records of all government employees, including contract
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workers and laborers. As
noted, all government
employees are supposed to
go through this department
to have their qualifications
certified and to be
"introduced" to the relevant
ministry for employment.
The manpower department
filesin Ministry of Labor
and Social Affairs should
contain basic biographical
information and a record
of the educational
qualifications of all new
government employees. In
practice, however, records
are not complete because
not all new employees go
through the manpower

Box 12: Personnel Records

The organization and condition of the personnel files
are of varying quality in the Kabul line ministries. In
the education ministry, the building housing the personnel
records is in total disrepair, with windows missing,
floors and ceilings cracked and sagging, water seepage,
and dust everywhere. The records are housed in filing
cabinets, on which the locks and often the doors are
broken. Thus there is no security guaranteeing the
integrity or safety of the personnel files. Many filesare
undoubtedly missing or misplaced in some way, with
many others only partially complete.

Conditions are better in the Ministry of Health. The
templates for the personnel files are the same as those
used in the Ministry of Education, as they are standard
across the government. An important differencein the
Ministry of Health was that each employee is given a
personnel code and records are filed according to this
number. While the storage system and the files
themselves were not observed, officials said that the
records are well managed, and information such as age,
date of birth, and basic biographical information, could
be retrieved easly.

department. Ministriesalso
hire directly, and record no information about the position or grade the employee
ishired into, or any ongoing personnel information such as promotions.

Historically, the personnel departmentsin the line ministries held personnel files
for al the employees in the ministry, organized by major department within the
ministry. These personnel files should contain basic biographical data and
departmental personnel information, such as evaluations and promotions. They
should also contain the appointment papers (form P2) of the employee, which
includes the original grade and position of the employee. However, as Box 12
indicates, the records are in poor shape.

Achievements and Challengesin the Central Administration
The basics are in place

Progress in budgeting

Budget making in Afghanistan has undoubtedly evolved considerably over the last
two years, with government taking increasing control over the allocation of
resources. The first budget was little more than an attempt to describe what was
happening — particularly in the case of bilaterally funded development or
reconstruction projects. However, as the level of technical sophistication and
understanding increased over time, the budgets have become more prescriptive
and used as atool to allocate both cash and in-kind contributions to the government’s
highest priority tasks. Overall, the budget process has done significantly more
than prepare an expenditure plan for the government. It isthe major tool that built
the capacity of the government decision-making process, as expenditure decisions
were the first ones that the government was required to make. It isalso playing
amajor role in defining the structure of the government and is the catalyst that is
forcing the discussion of major policy issues.
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Additional support has been provided to the provincial mustoufiats, including
finance advisers and computer packagesto assist in budget management. During
recent months, a number of mustoufies have been replaced by the Ministry of
Finance for poor performance.

Independent Administrative Reform and Civil Service Commission (IARCSC)
The IARCSC, officialy established in June 2003, is now formally responsible for
both appointing senior civil servants based on merit and designing, organizing,
leading, and implementing the overall reform program in order to bring about an
efficient public administration system. After some considerable period of uncertainty
about the role and responsibilities of the Commission, it is now in place with a
well-considered structure and remit.

Thisis a solid foundation, but some additional technical and policy actions are
necessary to ensure that the Commission delivers on its new responsibilities quickly.
In particular, it isimportant that the Commission is seen to have an independent
appointments board in place, with the capacity to identify and recommend to the
president for recruitment, civil servants in grade two and above. This might be
undertaken by some contracting out of the initial testing and recruitment to a
reputable external firm.

Ministerial Advisory Committee (MAC) on Public Administration Reform

The MAC established on June 3, 2003, provides a sounding board for reform
proposals and offers political legitimacy for the difficult choices that must be made
concerning departmental restructuring and the approval of PRR status.

The chairman of the IARCSC has an overdl responsibility for leading and managing
the administrative reform program.

It is important to ensure that the MAC is provided with regular progress reports
that can subsequently be sent to the president for endorsement before publication.

Early stepsin pay reform

The Decree on Priority Reform and Restructuring within Ministries and Government
Agencies of October 7, 2003 (the PRR decree), now allows targeted pay increases,
avoiding the previous problem that pay raises for some staff amount to raises for
all. Thekey actions needed to build on this devel opment are the wide distribution
of the full details of the PRR decree and a summary of the method of application.
The implications of the PRR decree for the provinces are complex, as questions
of pay comparability are likely to be considerably more sensitive.

Staff who receive significant funding from donors, in addition to their salaries, are
accountable to two different employers. The "top-ups decree” mentioned above
seeks to resolve this problem of dual reporting for staff. Overall, thereis little
justification for higher pay than the PRR grades allow for — and seemingly every
reason not to raise pay at the lower unskilled end of the civil service. However,
the data are as yet so limited that where particular skill groups can only be recruited
and retained within government with higher pay than allowed for in the PRR
grades, then this should be entertained. However, thisis an empirical point and
evidence that staff cannot be recruited and retained should be set out.
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The recent series of ad hoc sector-specific pay reforms are unhelpful but not fiscaly
disastrous, and can be pulled back into one common system over time if the
indicative PRR limits are honored. Thereis, however, arisk that the health sector
reforms could set up problems of comparability, which could lead to significant
pressure for further sector-specific pay increases and continuing leapfrogging and
catch-up problems.

Major challenges and actions needed

The establishment of the broad-based IARCSC has provided alocus for reforms,
and the Public Administration Reform and Economic Management (PAREM)
program developed under the National Development Budget has identified the
major tasks to be pursued in this sector and allocated them to the relevant lead
agencies (see Box 13). This section flags the priorities for action within this broad
agenda. They are set out in more detail in the companion policy paper Subnational
Administration in Afghanistan: Assessment and Recommendations for Action.

Box 13: PAREM Program

The Public Administration Reform and Economic Management (PAREM) program comprises three
key subprograms: public administration reform, governance, and economic and financia management.
Each subprogram has a separate devel opment budget.

Subprograms Civil servicereformand | Financial macro Governance
training policy and reform
Major activities |+ Development and Support and capacity |+ Projectsto support gender
implementation of building to develop analysis and balance
primary and secondary | systems and processes across government;
legal framework; for: » National population

* Personnel management | ¢ Operating and census;

(pay scales, palicies, development * Planning, preparation, and
retrenchment, capacity- budgets, implementation of the
building, personnel  Officeof theminister Constitutional LoyaJirga
database); for finance; and election;

¢ Streamlining of e MoF provincial » Geodesy, cadastral, and
institutional and offices; cartographic survey and
functiona structures(of | » Revenue (customs) mapping;

CSC and of central office;  Capacity building for the
government structures); | ¢ Da Afghanistan CSO;

« Cabinet processes, Bank; * Capacity Building Groups
policy formulation, e Aid Coordination project (supporting all
capacity building, and Unit; MoF; ministries);
machinery of  Financial capacity of |+ Support for the (now
government systems; govt.; defunct) AACA; and
and  Procurement; and « Coordination of national

e Administrative * \Women in senior physical infrastructure of
efficiency (reviewsand economic government project
IT). management. (Kabul and provinces).

Lead agencies | CSC, Office of the MoF, DaB MoF, CSO, IARCSC,

President MoWA, MoFA,

Geodesy and Cartography

Office, independent
elections commission

Source: National Development Budget 1382, Ministry of Finance.
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Further pay and pension reform

Current salary levels continue to present a serious problem at the senior levels.
There are still no labor market surveys that provide any robust comparators, but
there is every reason to assume that at the higher levels of the civil service, and
in skilled professional areas, salaries are insufficient to attract or retain qualified
and competent staff. Thiswas particularly the case when many government staff
were being recruited by donors, the U.N., and NGOs, though the worst of this
phenomenon is aready over as many of the best staff have already left government
service. Most immediately, a labor market survey is essential to improve the
quality of the debate on potential pay raises for staff, and to provide a rational
basisfor planning. Any meaningful salary decompression will first have to remove
many anomalies through a comprehensive job evaluation and re-grading exercise.
Currently, the skills do not exist within the Afghan civil service to undertake this
sort of exercise. A training program will have to be devel oped to enable ministries
and other civil service bodies to carry out their own re-evaluations. This will
require amajor program of staff training in staff inspection techniques, focusing
particularly on grading and job evaluation; manuals will also need to be developed.

The recent pay increases are astep in theright direction. It isimportant, however,
that they are fiscally sustainable in light of budget savings elsawhere, accompanied
by agovernment commitment to avoid further ad hoc, sector-specific pay increases,
and accompanied by aclear decision that all agreement to any changes in staffing
levels (tashkeel) is made within the budget process. While pay reform isahighly
sensitive topic — politically and fiscally — any further delays will exacerbate two
major risks:

»  Expectationsare growing. Many staff seetheir current pay as merely a place
holder —an IOU from government that will be redeemed when the substantial
comprehensive pay reform that is widely regarded as inevitable, actually
arrives.

* Alinkis being established between pay and cost of living. While thisis
tempting and may seem logical, it is a dangerous approach for several reasons,
not least because the cost of living is an elusive concept requiring sophisticated
economic approaches not currently availablein Afghanistan. Overal, however,
the principal concernsin over-stressing this connection are, first, that the cost-
of-living approach will undermine the need to start from fiscal realities in
determining the wage bill. Second, it may undermine the relationship between
remuneration and the value of the job and the level of effort.

Pay reform implies alonger-term vision concerning the future of the civil service.
A reasonable working assumption is that the opening provided by the PRR decree
will lead to a two-tier civil service, with higher-paid, professional career civil
servants at one level, and a broader range of support staff on asecond level. This
might replace the now somewhat confused karmand and agir distinction.

Reform of the pension arrangementsisincreasingly urgent, asthe increase in base
pay islikely to fuel expectations of an increase in pensions. Administration of the
scheme is also subject to a great deal of discretion, and there is undoubtedly
opportunity for corruption. Against this context, and given the limited capacity
to administer any pension scheme at the moment, the option of providing a flat
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pension to al those currently entitled to draw a pension, while offering a cash
"buy-out" to current civil servantsin lieu of future pension benefits and winding
down the existing scheme, is a reasonable way forward. This could allow a
breathing space in which government could consider options that are coordinated
with both overall pension policy and civil service reform.

In any of these options, new entrants to the civil service would have no pension
rights for the medium term. Consultation will need to be careful and thorough as
the issues are sensitive. Many older civil servants would like to retire, and some
are aready beyond retirement age but have not been allowed to do so, even though
they have petitioned government. There are many complaints about the lack of
new policies concerning retirement, pension levels and rights for retiring officials.
Staff concernsreflect the reality that civil servants who entered government service
in thetime of King Zahir Shah or President Daoud Khan were implicitly promised
100 percent salary as pension. A proportion of this was payable after the officia's
death to his or her descendants until the youngest child was 18 years old, depending
on the number of children. In addition, the family continued to receive the normal
food coupons and, in some cases, a gift of irrigated land.

In the longer term, once afinal pension package is agreed, a pension can add to
disciplinary controlsfor civil servants. Few civil servants expect to be well-paid,
but they expect to have a significant period of secure employment (often alifetime).
Their pension expectations, and conversely the threat of losing these if they are
dismissed for disciplinary reasons, can be a significant incentive to follow the
rules.

Confidence building in the new structures

The establishment of the IARCSC is undoubtedly amajor step forward. However,
as noted above, it isimportant that the Independent Appointments Board isin place
and that progress reports on public administration reform are provided for the
MAC, as soon as possible.

Short-term capacity injection

Systematic rebuilding of the administrative structures is necessary but insufficient
to achieve a noticeable increase in the policy or implementation capacity of the
government within the short term. In addition to the range of capacity-building
initiatives already launched (see Box 14), and as a short-term kick-start to improved
policy formulation and program management within Kabul ministries and provinces,
it isessential to recruit asignificant number of national staff on contractual terms,
at remuneration levels that are sufficient to attract experienced managerial staff
from national and regional NGOs and private sector organizations (lateral entry
staff on contract). Sustaining the capacity improvement provided by this short-
term fix will require the massive training of new staff for fast-track entry at junior
levels. Thisimplies a very significant investment in training facilities. More
modest approaches include training for identified high flyers within the existing
staff and the recruitment on contract and retraining of recently retired staff.

Paying such national contract technical assistance (TA) staff more than their
national counterparts in government generates understandabl e resentment and
tensions within the ministries. The problems of resentment are exacerbated by the
fact that most international staff providing technical assistance have nationa support
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staff working for them — as trandators, dataentry clerks, and general office support
—that are also paid considerably more than their ministry counterparts. The pay
issue is being ameliorated by what is becoming intensive use of the PRR decree
(see Box 14). Although this does not take national government staff to levels that
are comparable with international staff, it does represent a significant proportionate
increase and also clearly signals that this rolling program is available to other
departments that undertake reforms. Serving civil servants should consider the
rates of pay for these national consultants to be clearly exceptional and not
benchmarks to be compared with their own salaries. It isimportant that the claim
of contract staff to international rates of pay is credible and that they demonstrate
they are marketable within an international or at least regional labor market.

Allowing these contract staff to report outside of the line management structure
can make them difficult to control or to hold accountable for their work. Theissue
of dual accountability can be mitigated by requiring that all contract staff funded
through technical assistance have a single employer —and in particular cannot go
around managerial decisions by appealing to their funding body. This effectively
places such TA-funded consultants into two groups. The first group comprises
those whose funding body is prepared to ensure that the staff operate as if they
were subject to civil service management and discipline. This means that the
consultants can be removed or have their work program redirected by their line
manager with no appeal to the funding body. To assist in creating the right
incentives, these consultants should have very little prospect of further employment
from the funding agency (and ideally none). For consultants in this group, the
traditional caveat against TA-funded consultants acting in line positions no longer
applies. The second group comprises TA-funded consultants whom the government
feels cannot be directed (and effectively disciplined) by aline manager within the
civil service. Thework of these staff islikely to be considered as useful suggestions
from external agencies, but not regarded as core to the agency's business. It is
important that these consultants are not liable to regularization without further
recruitment procedures, as they have been appointed on the basis of criterialaid
down by their funding agency and not by government.

Box 14: Current Capacity-Building I nitiatives

PRR (Priority Reform and Restructuring) Program

Departmentsin the Ministry of Finance, IARCSC, and the Ministry of Public Works have
aready been approved for PRR. Departments within the health, education, foreign affairs,
communications, irrigation, audit, and control ministries are all seeking to be approved
for PRR.

PRR will shortly have someimpact in the provinces. The Ministry of Public Works PRR
is being extended to four provinces. The provincia health departments proceeded to PRR
status in December 2003 and should have begun implementing PRR across al provinces
in January 2004. Ultimately, it could a so be extended to the districts alongside other
initiativesto improve facilities there, including the UNAMA district government buildings
pilot project.

National Civil Service Management Training I nstitute

The rehabilitation of existing IARCSC buildingsto develop an IT training center has
begun and a public administration training policy and program is being developed. Donor
commitments have been made to begin construction of afull-scale training institute in
2004.
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Capacity Building Groups (CBG)

In the short term, the IARCSC will use the CBG initiative to respond to urgent needs of
government departments for training in I T, language, and procurement. It may also use
some CBG staff to support the rollout of PRR to the provinces.

Contracted Management Firms

The Ministry of Finance, IARCSC and key ministries have explored the use of management
firmsin key ministries to scale up the reconstruction effort as capacity is being devel oped
through other means. Management firms may help design and supervise large investment
programs and support policy and strategy development.

ARTF Expatriate Component Fund

This fund has been approved by the World Bank and will be managed by the IARCSC.
Its key purposeisto identify and recruit highly qualified expatriate Afghans to work as
advisors to support key investment projects and programs, and to develop capacity in
specific areas within departments.

IOM Return of Qualified Afghans Program
This program has been used to attract qualified Afghans from abroad by paying them
higher salaries and by covering their re-location expenses.

UNDP TOK 10

The "Transfer of Knowledge Through Expatriate Networks" scheme managed by the
UNDP has also been used to attract senior professionals for senior management positions
across the civil service. These professionals are being paid a volunteer’s allowance that
is substantially higher than civil service salaries.

Accelerated Direct Recruitment

The Ministry of Finance hasinitiated a scoping study being carried out by the UNDP to
see if government capacity can be improved through direct recruitment of expatriate
Afghansinto civil service at higher than PRR rates of pay, lateral entry into civil service
of recent retirees, and fast tracking of a cadre of young managers.

Direct Ministry Level and Other Capacity-Building I nitiatives

Many key ministries have also introduced training programs that address specific ministry
needs. These training programs have typically been implemented through consulting
firms.

Even with this careful positioning, there will be a need to provide all TA-funded
contract staff with training on how government works. Although they may be
experienced managers with much to offer, a speedy orientation to the workings
and nuances of the system will have to be provided in order for them to be effective
contributors who can motivate and lead staff.

For some of the larger ministries with significant capital works programs, program
management is a particular and pressing area for capacity building (see Box 15).
Program management comprises four key elements:

Preparing and prioritizing multi-year investment programs,

Setting technical standards for project design;

Contracts administration (designing terms of reference, undertaking bid
evaluations, negotiations, supervision); and

Financial management (managing the payments to consultants and civil works
contractors, accounting, financial reporting).
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Box 15: Building Program M anagement Capacity

At aworkshop entitled, " Capacity Building for National Development Programsin
Selected Infrastructure Sectors," held on October 23, 2003, and organized by the Transitional
Islamic State of Afghanistan, the World Bank, and the Asian Development Bank, it was
noted that rapid improvement in program management capacity is a necessary condition
for the achievement of large-scale results.

H.E. Minister Ashraf Ghani Ahmadzai pointed out that thereisamenu of options available
to the ministries for acquiring capacity, including contracting-in consulting firms to
support program management and coordination, contracting-out management of
reconstruction activities and twinning with foreign public sector authorities. He indicated
that any and all of these options could be supported by PRR to strengthen ministry
structures and staffing. To proceed, ministries need to determine which options are best
for them and quickly progress to implementation. He added that the government’s Design
and Feasibility Studies Unit (DFSU) could help finance and support some of the necessary
short-term measures.

The workshop highlighted that there were some sensitive areas to consider:

e Thehiring of management firms may create conflicts, since they may become privy
to confidential information about other firms who may be bidding for various
reconstruction activities. This needs to be addressed carefully during the preparation
of TORs.

e Consultants must seek to involve government staff in all aspects of their work;
capacity building cannot be forgotten in the rush to implement programs.

e Some functions, such as information technology, span ministries, and it might be
more efficient to address these functions in a unified manner.

Basic payroll and human resource management systems

Currently thereis no "nominal roll," or list of legitimately employed staff against
which salary payments can be validated. When payrolls are processed, there is
no record of the staff that should be paid. Construction of a database should begin
with the data that are automatically provided to the Ministry of Finance through
the payroll. The proposed addition of a computerized payroll module onto the
Afghanistan Financial Management Information System (AFMIS) would
automatically generate such anomina roll in that it would generate alist of names
known to be working regularly in that department, and would require justification
through change reports for any inclusions or exclusions. Subsequently, a civil
service census should be conducted to substantiate the information in the human
resources database.

The Ministry of Finance is taking determined action to address the problem of
payroll delays. Three different pilots are being introduced:

Pilot 1: M41 (payroll) data are telephoned or radioed to Kabul, avoiding the need
for time-consuming journeys by the mustoufie. Payrolls are subject to
subsequent random audit.

Pilot 2: M41s(payroll) are processed and approved at the provincia level, initialy
with teams from the Treasury Department in the Ministry of Finance, and
subsequently within the province.

Pilot 3: Bonded trustees are dispensed with as the central bank arranges payments
to individuals.

Longer-term challenges include placing the bonded trustees on a more transparent
footing, by paying them an explicit fee, as opposed to a civil servant salary in
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addition to any "deductions" taken from salaries for expenses incurred by the
bonded trustees, such as travel costs, and providing social monitoring oversight
(announcement of the names of staff and the amounts of salary that they have
disbursed via the local mosque, for example). These might be precursors to
contracting out this task.

As noted above, the Ministry of Finance is also considering the introduction of a
payroll module, associated with the treasury AFMIS, which could assist in generating
automated and "completed” payroll formsthat only need to be updated or corrected.
If this were coupled with improved communications technology in the districts,
then the payroll module could even avoid the need for the mustoufie to physically
take the payrollsto Kabul.

Reforms to the civil service legal framework

The basic laws that underpin the civil service are not clear. Arguably, thisis not
amajor problem in the very short term, as there is sufficient consensus on the
nature of public employment to allow for basic managerial control. However,
some of implications of the legal uncertainty have been masked by the lack of
tough managerial decisions and the ability of the president to issue somewhat
arbitrary decrees. No mgjor retrenchment or significant re-postings of staff have
been attempted. |If major reforms involving these or other painful reforms were
to beintroduced, it is doubtful that a presidential decree would be seen to embody
sufficient legitimacy to carry public opinion. Inthelonger term, detailed personnel
policies and procedures cannot be devel oped without clarity on the underlying
legidlation.

Policy management
Whatever the eventual shape of the organizations that support the president and
Cabinet, adedicated unit of professional civil servantsis required to:

Prepare the Cabinet weekly agenda and longer-term forward program
Ensure quality in Cabinet submissions

Prepare summaries for the president and the official Cabinet minutes
Follow up on implementation of Cabinet decisions.

The unit should also be responsible for preparing the government’s legislative
program, prioritizing government decrees and ensuring they are consistent with
the budget and with each other. In the longer term, thiswill include preparing the
government’ s legidative program, ensuring consultation and coordination between
ministries, and providing a means of identifying and resolving conflicts and
competing priorities (in particular, ensuring that the financial implications of policy
proposals are agreed with the Ministry of Finance).

Inparalel, the OAA requiresradical restructuring. Thereisno continued justification
for departments that supervise policy implementation in the line ministries, as was
the custom in Soviet-style governments. The tashkeelat, the department in the
OAA that authorizes department structures and establishments, should be abolished
inits present form. Approval of establishment totals should be transferred to the
Ministry of Finance budget department. Responsibility for the provision of advice
on organizationa structure and efficiency improvements should passto the IARCSC.

AREU & The World Bank 69




A Guide to
Government in
Afghanistan

Anne Evans, Nick Manning, Yasin Osmani,

THE WDRLLD BAMK

Anne Tully and Andrew Wilder




3. CENTRAL/LOCAL FISCAL RELATIONSHIPS

Overview

To assessthe fisca relationship between the central government and the subnational
levels, in essence the degree of fiscal centralization, one must look at both
expenditures and revenues.

From an expenditure perspective, it is difficult to develop good comparative
statistics since the amount of discretion is more relevant than the amount of
spending; the former can be difficult to judge and also can vary between different
sectors. However, by any standard, thereis clearly very little discretion as to how
expenditures are made at the subnational level in Afghanistan. Though thereis
government spending in the provinces, all district and provincial expenditures are
made on behalf of central government.

The structure of revenues provides amore robust picture of fiscal decentralization,
and in the case of Afghanistan outside of central government, the only tax autonomy
isat the municipal level, and even then autonomy isminimal. All tax and fee rates
are set in Kabul, but the revenues do remain at the municipal level and fund all
municipal expenditures.

Overall, the high degree of fiscal centralization in Afghanistan sets it apart from
most countries. Drawing on available data, the only countries known to have such
limited tax autonomy and minimal fiscal transfers are Latvia and Lithuania, but
they are still considerably more decentralized than Afghanistan (see Ebel and
Yilmaz, 2002).

As noted earlier, central government ministries and institutions are primary
budgetary units with specific budgets determined by law, while the provincial
departments of the central government ministries are secondary budgetary units,
and receive allotments at the discretion of the primary budget unit. The net effect
of these arrangementsisthat, in principle, the budgetary alocationsfor the provinces
are simply the sum total of the administrative decisions that have been made by
the various Kabul ministries concerning the allotmentsto their provincial departments.
Thereisno concept of aprovincia budget, as such. And as noted above, provinces
do not have any independent authority to borrow. The Budget Law, Sections 8.2
and 8.3, indicates that "local organs of government" can prepare aplan that includes
borrowing as aresource, but this is submitted to central government in the budget
preparation process (and presumably such proposals must be formulated on a
sectoral basis). Government enterprises, however, are apparently authorized to
borrow.

Districts are tertiary budget units and as a result are even more dependent on
administrative decisions; their budgetary allotments depend on the decisions made
by the relevant provincial level departments (secondary budget units) of the Kabul
ministries (primary budget units).

Municipalities are largely self-sustaining entities with responsibility for providing
some services (trash collection, recreation, and park services, for example) and
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collecting minor revenues from local service charges and retail licenses.
(Municipalities are discussed in more detail in Chapter 5.)

Revenue Coallection

The Budget Law effectively requiresthat nearly all revenues (excluding municipal
revenues) be remitted to the central government for inclusion within the single
national budget:

e The provinces collect arange of locally generated revenues on behalf of the

central government, the most significant of which is the customs tariff. All
tax and customs rates are set by the central government. The revenues areto
be held by the mustoufiat in an account of the DAB, and periodically remitted
to Kabul.
The districts collect minor taxes on business premises. The rates are based
on location and property values, and are assessed every three years by athree-
person committee (comprised of district and provincial staff) that reviews the
value of each property. The revenues from this tax are sent to the provincial
mustoufiat. Generally, these revenues are not significant. Last year in
Badakhshan Province, for instance, district revenues totaled only 477,016 afs.,
less than 14 percent of total provincial revenues.

Table 21 presents the level and sources of revenues from each of the provinces
visited during the study.

The legidation makesit clear that all revenues collected by provinces and districts
are national revenues, and provinces are merely the tax collectors. For some
provinces, practice has been consistent with thisview. In Bamyan and Wardak,
for instance, al officially collected and reported revenues are remitted to Kabul,
and both provinces are fully dependent on Kabul for funding. In Faryab and
Badakhshan, provincial revenues have been used to help fund non-salary
expenditures, apparently with the approval of Kabul. Itislikely only an issue of
convenience that these two provinces operate differently from Wardak and Bamyan,
given their more remote location. In none of these cases, however, is there any
discretion at the provincial level on how these revenues are to be spent.

Table 21: Revenues Collected, 1381 (afs.)

Category Badakhshan | Bamyan Faryab Herat* Kandahar Wardak
Direct taxes 1,793,214 na 1,430,395 213,834,848 | 33,575,093 255,025
Indirect taxes (incl. customs) 279,722 na 203,069 | 1,466,394,535 | 403,114,507 192,701
Revenue from govt. properties 738,953 na 3,485,147 91,908,743 37,402,056 415,739
Revenues from licenses 381,858 na 773,469 140,001,770 | 34,729,026 42,484
Government property rent 14,000 na 142,770 16,791,466 7,419,046 470,191
Arrears 138,911 na 249,098 741,566 | 84,931,519 70
Other 2,289,180
Pensions 154,466 na 320,561 5,036,591 | 26,195,462 0

Revenues from all sources
collected for the last two
months (Herat only) 696,254,788

Total 3,501,124 | 563,170 | 6,604,509 | 2,630,964,307 | 629,655,889 | 1,376,210
Index: Badakhshan=100 100 16 189 75,146 17,984 39

Notes: Includes provincia and district revenues, but not municipal revenues.
*Breakdown by code is for 10 months only for Herat.
Source: Provincial mustoufiats.
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In Herat and Kandahar, on the other hand, revenues far exceed budget allocations
primarily due to the prominence of customs duties. In these two provinces, all
provincial expenditures are funded through local revenues, and there are no transfers
received from Kabul. The excess revenues are supposed to be transferred to Kabul,
but until recently there has been no regular process for doing so; rather, it is done
on an ad hoc basis when requested by Kabul. In fact, provincia officialsin these
provinces tend to view these revenues as "provincial” rather than national, and the
process of revenue remittance has been described as one of negotiation. The
Ministry of Finance has begun efforts to enforce its claim to these revenues. One
of these actions has been to freeze all existing provincial revenue and expenditure
accounts as of August 1, 2003, and replace them with one of each type. All
revenues are now supposed to be deposited in the revenue account, and only Kabul
can authorize the transfer of funds to the expenditure account.

Another reform proposed by the Ministry of Finance is the creation of a"large
taxpayer office" in Kabul to focus on domestic revenue collection from the "top
100" tax-paying entities. In addition, there are plans to create "model offices’ in
the provinces that would handle medium size taxpayers. However, these offices
would be totally separate from the mustoufiat, and would be outside the normal
provincial structure that reports through the governor. There is a precedent for
this type of provincial department to function outside the normal mustoufiat-
governor reporting relationships. The Ministry of Foreign Affairs, for example,
has officesin some of the larger provinces, but they are totally separate from other
provincial operations. The mustoufiat does not manage their payroll or budget,
and staffing procedures are separate.

Table 22 summarizes the revenues reported by the six case study provinces during
1381, together with the provinces' original budget allocation, and actual expenditures.
The dramatic difference in spending pattern between Kandahar and Herat on the
one hand, and the other four provinces on the other, speaks directly to the perceived
"provincial ownership" of revenues.

Table 22: Summary of Provincial Revenues and Expendituresfor 1381 (afs.)

Province Revenuescollected | Ordinary budget allocation* | Actual expenditures**
Badakhshan 3,501,124 44,392,098 145,140,102
Bamyan 563,170 19,271,700 57,620,850
Faryab 6,604,509 53,890,379 80,025,452
Herat 2,625,927,716 166,389,042 969,618,246
Kandahar 629,655,889 63,696,206 668,244,884
Wardak 1,376,210 62,040,793 61,276,417

Notes: * UNDP saary paymentsincluded in alocation for Wardak only.

** Note that budget allocations and expenditures have not traditionally been aggregated on
aprovincia basis, as expenditures are established and tracked through each separate central
ministry-provincial department reporting line.

Source: Provincial mustoufiats.

Anecdotal evidence found that not all revenues are being reported, both from
customs revenues and other sources, such as revenues from mining operations.
There are extensive reports of significant sums, often cited at around $70 million
(3 billion afs.) annually, accruing to Herat as customs duties. Revenues from the
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Daulatabad salt minesin Faryab are a source of income for one of General Dostum'’s
commanders, and are not reported to the center. Similarly, revenues from the lapis
mines in Badakhshan are captured by Shura-i-Nazar commanders. Some local
commanders reportedly levy unofficial taxation, including taxes on productive and
transport activities. In addition, the narcotics trade has provided substantial
revenues.

Budget Preparation

In the past, particularly during the Soviet period, provinces did have some
involvement in the budget preparation process. At some point before the beginning
of the fiscal year, provincial departments would be asked by their ministries to
develop a budget request for the upcoming budget year. Some of the older staff
interviewed recall this process. Not only did departments routinely prepare a
budget request, but also in some provinces, the governor and heads of department
would review the various department requests before they were submitted to the
respective ministry. This group was sometimes referred to as the "budget board"
or "administrative council." Even some districts reported that they used to prepare
budget requests and review them collectively before they were submitted to the
various provincial departments.

This practice no longer occurs. While afew interviewees from provincial health
and education departments reported receiving information requests intended to
feed into the 1382 budget process, in most cases these requests were limited to
statistics on current resources, rather than an assessment of needs.

To the extent that these Box 16: Budget Planning in Kandahar

information requests occur at
all, this is the only point of
involvement for the provinces
in the preparation of the
recurrent budget. (See Box 16
for a case where the center
actually ignored a proactive
attempt at provincial
budgeting.) Budget
development occurs in the
ministry head officesin Kabul.
Staff in these central offices
determine how much funding
they will request from the
Ministry of Finance, how it will
be split between the central
offices and the subnational
departments, and how the
subnational share will be split
among different provinces.
Once each ministry has
completed its consolidated
budget request, it is submitted
to the Ministry of Finance.

In reviewing the budget preparation experiences of
the case study provinces, Kandahar provides an
interesting, if somewhat atypica, illustration of the
lack of provincia involvement.

According to the mustoufie, prior to the 1381 fiscal
year, Kandahar’'s mustoufiat prepared a combined
budget request in a processinvolving all provincia
departments. Thiswas done without direction from
Kabul. The completed budget request was sent to
Kabul through the various ministries, but no onein
the province received any response or feedback.
The only communication received from Kabul was
the formal transmission of the approved allocation
to each department.

Whileit is not surprising to find the approved
dlocation was significantly lower than the request,
it isunfortunate that no attempt seemsto have been
made to take Kandahar’ s circumstancesinto account.
It isaso worth noting that Kandahar' s expenditures
for 1381 were closeto their original budget request,
far exceeding their approved allocation, and slightly
exceeding reported revenues in the province.

When asked if they would participate in asimilar
budget process initiated by Kabul and subject to
provincial expenditure ceilings, the reply was yes
—if the ceiling was large enough.
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Once the budget allocations for all ministries have been approved, each ministry
prepares the quarterly budget alotments for each of its provincial departments and
sends this information to the provinces, usually well after the beginning of the
guarter. How this allotment is determined is not clear. Uncertainties in the
assignment of responsibilitiesto different levels of administration only add to these
challenges. In education, responsibilities are relatively clear (see Table 45). In
health, on the other hand, the alocation of functional responsibilitiesis considerably
more ambiguous (see Table 49). Thereis extensive overlap between the functions
of hospitals at the provincial and district levels, and external funding from NGOs
and donorsis pervasive. The health sector also faces the potential confusion arising
from the shadowy existence of the "region" as a coordinating layer of administration.
In preparing budgets and plans for the health sector, staff and managers face far
more uncertainty and potential conflict in assigning responsibilities (and therefore
budgets), and are correspondingly more uncertain about their accountabilities than
their colleagues in education.

Table 23 provides an analysis of the first quarter budget alotments to the provinces
for 1382, in terms of the split between salary (personal emoluments) and non-
salary expenditures. These data have been compiled from a new Afghanistan
Financial Management Information System (AFMIS) database that tracks allotments
assigned to each provincia department by their respective ministries, as well as
expenditures. The table showsthetotal split acrossall ministries to be 77 percent
for salaries compared to 23 percent for non-salary expenditures. However, the
ministry-by-ministry split varies considerably.

Table 23: First Quarter Ordinary Budget Allotment to Provinces, Salary vs.
Non-Salary Split, 1382

Ministry/department Per sonal Non-salary Total Non-salary
emoluments | expenditures expendituresas
(afs) % of total
President's Office 113,400 0 113,400 0.0%
Supreme Court 7,032,750 1,077,300 8,110,050 13.3%
Finance 28,769,000 7,074,500 35,843,500 19.7%
Defense 242,056,149 80,048,114 322,104,263 24.9%
Foreign Affairs 1,279,019 6,844,425 8,123,444 84.3%
Religious Affairs & Hajj 39,545,900 5,125,000 44,670,900 11.5%
Commerce 552,633 146,810 699,443 21.0%
Interior 112,942,600 148,863,800 261,806,400 56.9%
Education 589,744,800 30,165,890 619,910,690 4.9%
Higher Education 20,250,000 16,120,250 36,370,250 44.3%
Return of Refugees 4,321,355 2,247,625 6,568,980 34.2%
Planning 400,750 269,000 669,750 40.2%
Mines and Industry 107,623 61,102 168,725 36.2%
Communications 9,102,425 1,718,275 10,820,700 15.9%
Information and Culture 9,320,725 4,356,750 13,677,475 31.9%
Public Health 93,098,546 53,476,551 146,575,097 36.5%
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Women's Affairs

3,350,600

594,350

3,944,950

15.1%

Agriculture

44,886,777

2,384,725

47,271,502

5.0%

Irrigation and Water
Resources

6,535,545

2,560,500

9,096,045

28.1%

Public Works

6,102,000

2,743,500

8,845,500

31.0%

Rural Rehabilitation and
Development

8,556,240

3,159,618

11,715,858

27.0%

Martyred & Disabled

4,505,100

937,750

5,442,850

17.2%

Transport

2,565,950

827,436

3,393,386

24.4%

Frontiers

4,058,589

5,297,682

9,356,271

56.6%

Labor & Socia Affairs

12,583,250

1,853,400

14,436,650

12.8%

Civil Aviation

2,084,400

908,410

2,992,810

30.4%

Urban Development

1,170,000

690,000

1,860,000

37.1%

Justice

11,100,406

4,858,850

15,959,256

30.4%

Narcotics Eradication
Commission

383,614

158,242

541,856

29.2%

National Olympics
Committee

856,372

398,725

1,255,097

31.8%

Geodesy & Cartography

1,794,539

720,595

2,515,134

28.7%

Central Statistics

1,037,500

699,125

1,736,625

40.3%

Attorney General

11,128,293

1,264,500

12,392,793

10.2%

Total

1,281,336,850

387,652,800

1,668,989,650

23.2%

Source: Ministry of Finance allotment data (from AFMIS).

Figure 7 goes on to examine the split of the total salary allotment for the first
quarter of 1382 between the center and the provinces, compared to the split of the
total non-salary expenditures between the center and the provinces. These data
show that considerably more of the non-salary allotment has been planned to be
spent by the center. The split on average for non-salary expendituresisin fact 86
percent to the center vs. 14 percent to the provinces, compared to asalary split of
roughly 60 percent to 40 percent. In other words, the head offices in Kabul tend
to keep alarge share of the non-salary budget for themselves. It is possible that
some expenditure attributed to the center is in fact provincial, but these data
certainly argue for a careful review.

Previously, once the funds were allotted to the primary budgetary units (PBUS),
the Ministry of Finance had no further interest in how they chose to alocate them
between their provincial departments. However, now the quarterly allotment of
budget funds to the secondary budgetary units (SBUs) must be submitted to the
Ministry of Finance beforeit can be sent out to provinces. Arguably, it islessthan
ideal for the Ministry of Finance to be involved in what might be regarded as a
high level of detail concerning the relationship between the Kabul ministries and
their provincial departments.10 On the other hand, this leverage available to the
Ministry of Finance could be used to increase the provincial alotments.
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Figure7: Distribution of 1382 First Quarter Allotments, Center vs. Provinces

Provinces Provinces
41% 14%

Central
59%

Personal emoluments Non-salary

Source: AFMIS.

The information on provincia department budgets contains an organizational chart
detailing all staffing positions and levels (tashkedl), as well asthe budget allotment
(takhsis).

The budget alotment is given to the provinces viaform B20, one copy of which
is provided to the line departments, while another copy goes directly to the

mustoufiat. In the past, the B20 contained a detailed breakdown by expenditure
category, including babs, the major codes, such as "personal emoluments" and
"services," and fasils, the more detailed line items, such as overtime, fuel, and
office supplies. For 1382, allocations are being provided at the bab level only;
however, provincial departments are still expected to report at both the bab and
fasil level. Thischangeis significant; it gives provinces more flexibility to move
funding around within a particular bab — and arguably more room for abuse.11

It is noteworthy that the transmission of the official allotments on form B20 to the
mustoufiat isthe first point of involvement for the mustoufiat in the budget process,
as provincial departments provide budget requests (if they are prepared at all)
directly to their respective ministries without the involvement of the mustoufiat.
In fact, the mustoufiat receives no alotment information directly from the Ministry
of Finance. Generally, the mustoufiat also does not typically use these forms to
draw up a consolidated budget on one piece of paper. Table 24 shows the first
quarter allotments for 1382 by department for the six case study provinces prepared
from the AFMI S database.
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Table 24: Provincial Ordinary Budget Allotment by Department, First Quarter, 1382
Province

Badakhshan Bamyan Faryab Herat Kandahar Wardak
President's Office* 0 0 0 28,350 28,350 0
Supreme Court (Courts) 226,500 226,400 226,400 420,250 236,400 226,400
Finance (Mustoufiat) 1,201,000 406,000 1,142,000 2,330,000 1,401,500 566,000
Defense 0 14,458,894 0 37,533,231 46,863,879 0
Foreign Affairs 0 1,180,292 0 1,204,250 1,205,560 0
Religious Affairs & Hajj 1,944,530 1,219,790 1,344,120 3,022,145 1,768,420 1,286,760
Commerce 22,568 0 49,526 73,979 76,848 0
Interior 12,762,500 4,627,500 6,885,300 11,014,500 11,991,900 6,964,700
Education 37,766,100 5,686,650 20,102,700 77,801,700 35,212,500 27,346,650
Higher Education 920,000 0 1,022,000 2,977,500 1,875,000 0
Return of Refugees 170,500 199,750 199,750 423,100 423,100 114,875
Planning 0 89,250 0 111,750 96,750 0
Mines & Industry 0 0 0 1,070,871 168,725 0
Communications 467,624 205,337 412,796 1,092,500 534,861 128,712
Information and Culture 475,000 216,625 480,500 9,038,007 692,000 199,500
Public Health 8,090,880 2,197,109 3,692,689 136,600 6,501,086 3,981,768
Women's Affairs 139,600 127,000 129,500 2,253,656 144,600 90,300
Agriculture 1,643,619 614,076 1,065,102 581,161 1,349,047 696,899
Irrigation & Water Resources 294,943 108,515 256,661 639,050 260,812 108,292
Public Works 77,550 135,800 123,800 355,026 362,050 0

Rural Rehabilitation and
Development 355,026 355,026 355,026 207,550 355,026 355,026

Martyred & Disabled 204,550 146,550 161,100 364,300 197,050 145,050
Transport 41,313 56,513 116,562 551,662 174,812 47,725
Frontiers 296,185 192,003 268,264 1,116,500 618,070 143,335
Labor & Social Affairs 383,750 147,850 452,750 315,063 646,500 126,225
Civil Aviation 159,431 87,990 144,583 315,000 486,239 0
Urban Development 0 199,750 0 77,408 296,750 0
Justice 1,040,889 285,078 526,045 840,598 806,562 336,132

Narcotics Eradication
Commission 77,408 44,836 77,408

National Olympics
Committee 33,987 33,987 33,987 191,267 52,137 34,087

Geodesy & Cartography 130,223 0 118,652 0 0 0
Central Statistics 40,125 38,875 39,000 89,125 76,500 37,625
Attorney General (Prosecutor) 599,392 276,250 426,280 500,800 533,013 386,745
Total 69,565,193 | 33518860 | 39,775,093 |156,721,735 |115513455 | 43,322,806
Index: Badakhshan=100 100 48 57 225 166 62

Ministry/department

Note: * Represents aspecia allotment to the governors of large provinces with respect to entertaining
obligations. It isknown asthe "tablecloth" allotment.
Source: Ministry of Finance (AFMIS).

Once the provincial departments have received notification of their quarterly
allotments, they are supposed to prepare similar quarterly alotmentsfor their district
offices or subdepartments. These allotments should be provided to the district
office of the ministry, and a copy should also be provided to the mustoufiat. The
mustoufiat then would prepare a combined set of allotments for all the officesin
aparticular district, and then provide this information to the district finance office.
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In reality, however, this generally does not happen. Just as Figure 7 suggests that
provinces receive arelatively low share of non-salary expenditures, with some
rare exceptions, provinces do not provide districts with any non-salary allocation.
In some cases, particularly district health offices, some goods are provided in-
kind, such as hospital supplies, but no cash istransferred. Moretypicaly, districts
simply do not receive any support beyond salaries. Thisistrue asmuchin Kandahar,
wherethereis significant over-spending, asin revenue-poor Badakhshan or Faryab.

Figure 8 describes the formal communications flow for disseminating official
budget allocations.

Figure 8: Approval Hierarchy for Budget Allocations
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Source:. AREU/WB staff assessment.

There have been surprisingly few provincial concerns expressed about the top-
down, Kabul-centered process for preparing the budget. Provincial departments
arewell accustomed to a system in which they have virtually no involvement until
they begin to receive their organizational charts with staffing levels, and their first
quarter funding alotments. They generally accept and expect a strong leadership
role from the center, but thereis asignificant concern that the center is not listening
to provincia needs. A more responsive center would be welcome.

There are indications that this "acceptance” of the center’s role is beginning to
erode. Concerns over the low level of non-salary allotment have been frequently
voiced — and more specifically the lack of cash in some provinces that has made
it very difficult to actually spend the small allotment they receive. However, a
more significant issue has surfaced since the start of 1382. The tashkeels that set
the staff levels of all ministries and provincial departments and districts have
become disconnected from the takhsis (see Box 17). Historically, the tashkeels
were prepared in apresidency within the Ministry of Finance, and their preparation
was regarded, very correctly, as one element of preparing the overall budget.
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During the mujahidin period, this responsibility was moved out of the Ministry of
Finance and the tashkeel s are now agreed to by joint committees of the respective
line ministry and the OAA in the President's Office, under the oversight of avice
president and head of the Civil Service Commission. This process provides the
OAA with authority to agree to the tashkeels without the prior agreement of the

Ministry of Finance as to the budgetary commitment that they represent.

The 1382 budget decree
sought to remedy this
problem by requiring that
ministries advise the
Ministry of Finance of their
proposed employment totals
in advance of the financia
year for both their Kabul and
provincial departments
(Budget Decree, Section 6,
1382).12 However, while
the Ministry of Finance did
submit proposed caps to
cabinet, they were never
approved. Ministries have
now submitted numbers of
posts by province. While
they do conform to the
overall ministry caps
proposed by the Ministry of
Finance, there is no
guarantee that this
consistency holds at the
provincia department level.

This problem did not appear
to surfacein 1381, probably
because many tashkeels had
not been updated and
provincial allotments were

Box 17: Tashkeel vs. Takhsis

The point of coordination between the tashkeel s (staff
requirements) and the takhsis (budget allotment) isthe
line ministry. The Ministry of Finance does not seem
to bein any position to enforce consistency. It appears
that the Ministry of Education has released tashkeels
and takhsis that are dramatically inconsistent. This
might be (a) confusion; (b) part of their determined
bid for expansion; or (c) the consegquence of uncertainty
about the numbers of teachers who are being paid by
the Swedish Committee and other NGOs. (On the
latter point, the positions for such teachers should not
be included in the tashkeel, as the positions are not
government posts. However, last year many teachers
"double dipped," alegedly being paid from both sources,
so doubtless it has become very unclear. Everyone
has had an interest in maintaining this particular
confusion because the additional teacher salaries have
supposedly been shared within the departments as a
general top-up.)

In one province, this phenomenon was playing itself
out at the time of the mission, and the mustoufie —
whether through political calculation or otherwise —
was maximizing the damaging impact of the confusion.
Once it had become clear that the tashkeel and the
takhsis did not correspond, his strategy was to pay all
teacherson afirst comefirst served basis asthe districts
submitted their payrolls. It was therefore inevitable
that he would run out of funds—and was predicting
that he would not be able to pay teachers from the last
two out of six districts to submit their payrolls,
representing atotal of 50 schools.

not enforced. But during the project’ s last mission to Bamyan in July, when first
quarter payrolls were being processed, the problem became all too apparent. The
most dramatic example was from the department of education. The approved
tashkeel for Bamyan's education department was estimated at 7 million afs. for
thefirst quarter, but the quarterly allotment provided only 5 million afs. Moreover,
the quarterly allotment was only received towards the end of the quarter, and the
mustoufie was faced with denying pay to many hundreds of teachers.

In the future, the budget planning process will be further complicated by the
operations of the NSP. The program will be giving devel opment funds to elected
community development committees (CDCs). These locally-elected committees
will be identifying and prioritizing local projects including irrigation projects,
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wells, local roads, and school construction, among others. However, as these
projects are completed, some will require ongoing operating costs. Therewill aso
be a need to ensure these local projects are complementary to ministry budget
plans. Asadirect result of this study, the design of the NSP istaking this reality
into account, to ensure there are linkages with the normal budget planning process
at the district and higher levels within the relevant ministries (see Box 18).

Box 18: NSP: A Strategy for Linking CDCsand Subnational Administration

The strategy recognizes that government is taking action to strengthen subnational
administration and improve service delivery in some key sectors such as health and
education. The NSP therefore must be flexible enough to adapt to these reforms; the
NSP should not inadvertently duplicate or create incentives that unwittingly undermine
the objectives of other programs.

The strategy to be used by NSP has three dimensions:

1. Encouraging elected CDCsto create a demand for better services from subnational
government (district and provincial).

2. Encouraging CDCsto use their allocation of direct block grants (particularly the
second- and third-year allocations) to leverage additional resources from provincial
and district levels through the normal budgetary process.

3. Encouraging CDCs to monitor the quality and timeliness of service delivery by
subnational government.

The strategy will be implemented in two phases. The first phase covers a short-term
period of about one to two years. The second phase covers the period after that.

Phase 1:

Oversight consultant representatives, based in the provinces, will provide the summary
plans of CDCs to the district-level representatives of each ministry and the district
administrator on an annual basis, so that thisinformation can be provided to line ministries
intimeto inform the annual budget exercise. These planswill be provided for information
purposes only and no direct action isrequired on the part of district officialsin approval
of plansor in fund transfersto CDCs. However, district officials may use thisinformation
to coordinate the efforts of aid agencies operating or planning to operate in the district
in question.

Phase 2:

After CDCs have devel oped some experience in implementing their plans and managing
funds, they will be encouraged to be more proactive in demanding services from district
government and in monitoring the quality of services delivered at the village level.
Specificaly:

e CDCsinagiven district will beinvited to unite. Thiswould enable them to exert
greater voice on district level government to demand specific improvementsin
Services.

CDCs can determine whether to use their second- and third-year allocationsindividualy,
or as federated entities, to leverage additional resources from district government.
Federated CDCs could leverage resources for possible large-scale investments, such
as secondary or tertiary roads linking villages or towns.

CDCswill be asked to provide quarterly monitoring reports to district officials of the
Ministry of Education and Ministry of Health. The reports will be simple and will
essentially report on attendance of teachers and hedlth professionals and availability of
text books, teaching materials, and medicines. Report formats (for example, report
cards) will be developed by the Ministry for Rural Rehabilitation and Development in
collaboration with Ministry of Education and Ministry of Health.
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Moreover, the creation of locally elected CDCsin the NSP program might encourage
more coherent citizen oversight of government activities.

Budget Execution

Provincial departments only have the authority to spend once the mustoufiat has
officially received the quarterly allotment for each of the line departments. Once
thisisin place, the main activity regarding budget execution is the payroll.

Payroll process

As noted above, processing payrollsin Kabul isanew procedure introduced since
the collapse of the Taliban. Previoudly, payrollswere consolidated and authorized
for payment at the mustoufiat. The mustoufiat would receive the cash with respect
to the quarterly allotment in advance, so that once the payroll had been verified,
payment could proceed. Payroll processing has now been centralized and all
information is sent to the Treasury Presidency in the Ministry of Financein Kabul.
The payroll, which is prepared by each line department using form M41, provides
detailed information on each employee, including position, grade, salary, and
attendance record. The department submits the payroll to the mustoufiat, and the
provincial governor approves it. Once the governor’s approval is received, the
payroll isthen sent to the Treasury Presidency in the Ministry of Finance in Kabul
for payment.

The purpose of centralizing the payroll was to audit its accuracy; however, no
provincia staff interviewed had experienced any occasion where the payroll had

been amended in any substantive way (though, at times, the formswould be rejected
for aminor infraction). Provinces wait for authorization from the Ministry of
Finance before payment isreceived. Provincial staff travel to Kabul and wait for
authorization. This can take up to a month. Although payrolls may be submitted
and paid monthly, most provinces have switched to submitting their payroll after
every three months, mainly due to the time commitment required for each trip.

In the districts, the process is similar, but there are significant variations. The
standard practice is for the payroll to be prepared by each district subdepartment,
which then submits this information to the district finance office. The district
finance office compiles the payroll information for all subdepartments, and gains
the approval of the district administrator (uluswal). The district payroll is then
sent to the provincial mustoufiat; once the governor has approved it, the payroll
is sent on to the Treasury Presidency within the Ministry of Finance in Kabul.
However, in many cases, the role of the district finance office is more limited;
many subdepartments, particularly the larger ones, will bypass the finance office
and summit their payroll directly to their respective provincia department, once
the uluswal has approved it. In some provinces even individual schoolswill submit
payrolls separately. Additionally, many districts only submit employee lists and
attendance records, and the payroll forms are prepared by the provincial department.
In the extreme case (Panjwayee District in Kandahar is an example), the district
finance office has no expenditure-related responsibilities. It isnot involved in any
way with the payroll of other subdepartments, and only submits attendance records
for its own staff. In this case, the only function of the finance officeis to collect
and submit revenues.
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Once the payroll is approved, the Treasury Presidency in Kabul issues the checks
to the province or district, and these are cashed at the local branch of the central
bank. Each entity collects the cash from the bank and pays the employeesin a
public forum in front of witnesses.

For many districts, and even some of the more remote provinces, the payroll process
is subject to significant delays (see Box 19). One reason that many provinces and
districts have switched to a three-month cycle is the time it takes to prepare and
submit the paperwork, wait for approval, and then collect the cash and distribute
it. In some cases, especially where the roads are poor or even non-existent, the
trip into the provincial capital can take afew days or even weeks, and this must
be repeated once the cash is ready for pick up. Staff interviewed in Badakhshan
in April had not been paid in five months. In snow-bound districts the delays can
be longer.

In fact, the physical

obstacles are one of a series
of obstacles at all stages of
the payroll process. Table
25 shows the steps in the
centralized payroll process
and flags the major
problems. Themgjor delays
in the paymentsto provincia
and district staff seem to
arise at seven points:

Box 19: Managing the Payroll in Remote Districts

Darwaz District is situated at the north end of
Badakhshan bordering on Tagjikistan and provides an
extreme example of some of the difficulties associated
with managing payroll in remote districts. There are
no roads connecting it to the rest of Badakhshan; the
only way to reach Faizabad (the provincial capital)
directly isto walk, and this can take weeks, and it has
no communications facilities.

To notify Darwaz that the cash for the payroll is ready

to pick up, the mustoufie has to notify the Afghan
embassy in Tagjikistan, which sends someone to Darwaz
with the message. Then, most likely, the persons who
will collect the cash will cross over to Tgjikistan, travel
to the border point at |shkeshim, and then travel down
to Faizabad.

e Some provincial staff,
who are not confirmed
in their pogition by their
parent Kabul ministry,
are rejected from the
payroll
The OAA providesthe tashkeels late
The line ministries issue takhsis that are inconsistent with the tashkeels, at
least at the provincial level
Provinces and districts are under the impression that they should only be
preparing the M41s (payroll) every quarter
The mustoufie must make what is often a laborious and time-consuming
journey to take the payrollsto Kabul
Provinces report that many forms are repeatedly rejected by the Treasury
Presidency for very minor reasons
There are extensive delays in the DAB moving the cash to the provincial
branches.

As the table indicates, these delays will require systemic improvements at both
the "wholesale" (authorization and transfer of cash) and "retail" (check preparation
and cash payout) ends of the payroll process.
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Table 25: Responsibilities and Problemsin the Payroll Process
Text in italics refers to the most significant delays

Stage

Responsibility for taking action
Common problems

Kabul ministry

Provincial departments

Associated fiduciary
risk

“Wholesale”’

Staff confirmed
in position

Kabul ministry

Kabul ministry

Some provincial staff,
who are not confirmed in
their position, are
rejected fromthe payroll.

Might be asource of rents
to have positions
confirmed.

Tashkeels
provided for
the year13

Department of Administrative Affairs
Tashkeels often provided late—and payrolls cannot
be prepared without the tashkeel.

Tashkeels could be a
source of rents
(proportion of payroll
levied in order to receive
the tashkeel).

Budget
allotment
provided for
the quarter

Accounting and budget
departments, Ministry
of Finance

Accounting and budget
departments, Ministry of
Finance

Payrolls cannot be
submitted unlessthereare
adequate fundsiin the
quarterly allotment; these
are reportedly sometimes
inconsistent with the
tashkeel at the provincial
level.

Quarterly allotments
could be a source of rents
(proportion of payroll
levied in order to receive
the tashkeel).

Payroll
preparation
(M41)

Individual
organizational units
within ministries

Districts and provincial
departments

Provinces and districts
have been under the
impression, until recently,
that they should only be
preparing the M41s every
quarter.

The impression that
payrolls should only be
prepared quarterly might
be deliberately fostered
in the provincesto create
ademand for salaries,
raising thelevel of bribes
that must be paid if
sdlariesareto bereceived.

Payroll pre-
audit and

verification

@

M41s sent to the
comptrollers within the
ministry prior to
authorization by the
relevant minister.

M41s sent to the
comptrollers under the
mustoufiat prior to
authorization by the
governor.

No nominal roll
maintained at the ministry
or provincia level —
fictitious staff could be
placed on the payroll.

Ministry of Finance
department prepares
M16s (summaries).

Drafting department of
the mustoufiat prepares
M16s (summaries).

Transfer to
Treasury
Presidency

Ministry sends one
complete set of M41s &
M16sto the Ministry of
Finance.

Mustoufie takes one
complete set of M41s &
M16sto the Ministry of
Finance in Kabul.
Laborious and time-
consuming journey.

As the mustoufie must
take alevy on the payroll
to travel to Kabul, there
isarisk that thislevy
might be more than just
covering costs.

Payroll pre-
audit and
verification (2)

Treasury Presidency in
the Kabul Ministry of
Finance checks the
accuracy of the M16s.

Treasury Presidency in
the Kabul Ministry of
Finance checks the
accuracy of the M16s
against allotments.
Provinces report that
many formsare
repeatedly rejected for
Very minor reasons.

Possible that rents are
being charged (levies on
the payroll) in exchange
for having the payroll
approved.
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Preparation of
checks

Ministry of Finance
prepares checksfor each
ministry.

Treasury issues alump
sum check for the whole
provincial payroll.

This check is handed to
the bonded trustee of the
mustoufie. Bonded
trustee deposits check in
the provincial mustoufie's
bank account. Reportedly
there can be delaysin
providing the check.

Moving cash
with the DAB

Central bank

Provincial branch of the
Central bank

There are extensive
delaysin moving the cash
to the provincial
branches.

Possible that rents are

being charged (levies on
the payroll) in exchange
for having the cash made
availablein the provinces.

Payroll pre-
audit and

verification (3)

Comptrollerswithin the
ministry confirm that the
checks correspond with
M16s.

Comptrollersin the
mustoufiat confirm that
the checks correspond
with M16s.

"Retail"

Distribution to
departments

Bonded trustees collect
their checks. Trustees
cash the check at the
DAB, and return to the
departments with the
cash.

Mustoufiat's
disbursement officeissues
checksfor each provincia
department and district.
Bonded trustees of the
departments and districts
receive their checks.
Trustees cash the check
at the provincia branch
of DAB, and return to the
departments/ districts
with the cash.

Possible rents are being
charged by the bonded
trustees for their rolein
the process.

Distribution of
individual
payments

Trustee disburses the salaries to the staff in front
of witnesses. Employees sign on M41 for

acknowledgement.

It is not clear whether
identification is required
at the time of collecting
pay — and whether
identification is robust —
raising the possibility of
ghosts and double
payments.

It isalso not clear that
employeesarefully aware
of thelr entitlements.

Note:

the police, the national security department, and foreign affairs.
Source:. AREU/WB staff assessment.

The payrolls for some departments are not processed through the normal process, in particular

The pilot reforms being implemented by the Ministry of Finance mentioned earlier
offer some possibilities for addressing some of the more significant concerns.

If implemented, the payroll module and pilots 1 and 2 would largely respond to
the "wholesale" payroll problems (although the payroll module could, in principle,
automatically generate a pay slip that would inform employees of their full
entitlement — a stage at the very end of the retail phase), and pilot 3 proposals
would respond to "retail" problems. However, even if they are successful, none
of these developments would resolve the issues at the start of the wholesale phase,
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including delays in staff being confirmed in position, delays in tashkeels, or
mismatched tashkeels and takhsis. To resolve these problems, policy actions are
needed to remedy the fact that provincial staff areleft unconfirmed in their position
for long periods by their parent department. This could be achieved by indicating
that staff, whose positions are not confirmed but who continue to be employed,
are automatically regarded as legitimate employees if notification is not received
within two months of the request. Similarly, policy actions are necessary to avoid
delaysin the issuing of tashkeels, by requiring that all Kabul ministries issue all
tashkeels to all secondary and tertiary budget units before the start of the fiscal
year.

Non-payroll expenditure process

For expenditures other than payroll, the process for executing payments at both
the provincial and district level is outlined in Table 26.

Table 26: Traditional Processfor Executing Non-Salary Payments

Stages Provincial department District office

Establishing | Provincia departmentsreceivetheir quarterly | Districts receive their quarterly
theallotment | alotments (usudly after the start of the quarter). | alotments (usualy after the start
of the quarter).

The cash for the quarterly allotment isreceived | Cash for the district quarterly
in the provincial branch of the DAB. allotment is sent to the district
finance office and held by the
treasurer in asafe.

Authorizing | The provincial department preparesaproposal | The district office prepares a
thepurchase | and submitsit to the governor. proposal and submits it to the

A purchasing mission is appointed by the uluswal.

department head. 1n some provinces, governors
appoint the mission and approve every retail
purchase.

Where the cost of the purchases is higher than
500,000 &fs., purchases are done by a
commission appointed by the governor.

1. If the price of acommaodity or the cost of
arequired serviceis up to 20,000 &fs., the
purchase can be done by a single member
of the purchasing mission.

. If the price or the cost is from 20,000 to
100,000 &fs., the purchase can be done by
two members of the purchase mission.

. If the price or the cost is from 100,000 to
500,000 &fs., purchase can be done by the
whole three members of the purchasing
mission.

Price quotations from three sellers or service

providers are required.

The governor approves the proposed purchase, | The uluswal approvesthe

and appoints a representative from the proposed purchase and appoints
governor'soffice to participate in the purchase. | arepresentative from the
uluswal’s office to participate in
the purchase.
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The proposa aso goesto the mustoufiat, where
the audit department does a pre-audit of the
purchase proposal. The mustoufie approves
the proposal and appoints a representative from
the mustoufiat to participate in the purchase.

The proposal also goes to the
finance office, where the audit
department does a pre-audit of
the purchase proposal. The
finance office approves the
proposal and appoints a
representative to participate in the
purchase.

Executing the
purchase

Usually, the mustoufie issues a check to the
department in advance of the purchase so that
the purchase can be made in cash. Sometimes,
purchases are made before the cash has been
received in the province; in this situation, the
mustoufiat might issue acheck for the purchase,
but the seller must wait for the cash to arrive
in the bank before check will be honored.
Alternatively, a purchase contract might be
signed with amerchant, but no payment made
until the cash arrives.

Usually, the treasurer gives cash
to the department in advance so

that the purchase can be made in
cash.

The representatives from the governor’ s office,
from the mustoufiat and a representative from
the department make up the purchasing council.
The three-member council goes to the market
and gets three quotes for the purchase. See
earlier notes about the limits.

The representatives from the
uluswal’ s office, from the finance
office, together with a
representative from the district
office make up the purchasing
council. The three-member
council goes to the market and
getsthree quotesfor the purchase.
If the purchase is under 10,000
afs., only one quote is needed.

Based on the lowest quote, the purchaseis
made.

Based on the lowest quote, the
purchase is made.

Sometimes the purchase is done in the form of
acontract to supply goods or services over a
period of time. These contracts may be
reviewed and approved by the administrative
council of the province.

Settling the
accounts

The receipts are taken to the mustoufiat, and
the account is settled (if the purchase price was
lessthan the advance, the differenceisreturned,
if it ismore, the difference is reimbursed).

The receipts are taken to the
finance office, and the account is
settled (if the purchase price was
less than the advance, the
differenceisreturned, if itismore,
the difference is reimbursed).

Note:  Thistable assumes that thereis cash available.
Source: AREU/WB staff assessment.

As the table’ s title suggests, this process is the traditional practice. The current
reality isin flux. In 1381, provinces that had no access to revenues, or that chose
not to spend their revenues without permission from Kabul, were unable to make
any non-salary expenditures until cash was sent late in the year. In some cases,
where expenditures were considered unavoi dable, some provinces made purchases
on credit. At the start of 1382, Kabul stipulated that no cash would be sent to
provinces for non-salary purchases until expenditure reports were received. But
for provinces with no access to revenues, this requirement effectively shut down
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access to their allocation. There is now some attempt to forward some small
portion of the non-salary quarterly allotment to the provincesin advance, but this
remains a seriousissue. For example, by the end of the first six months of 1382,
of the 755 provincial departments, 426 (or 54 percent) had recorded only salary
payments. In 13 provinces, salary payments accounted for more than 90 percent
of total expenses.

Because most districts have had no access to non-salary expenditures for some
time, thereislittle experience with this processin practice at the district level. In
some instances, district-level requests for a non-salary purchase are reportedly sent
to the appropriate provincial department. Once the purchase is made, then the
goods are sent to the district office. In this situation, the district finance office has
no involvement in the process. Sometimes, goods are sent to the district without
having made any request. For example, a shipment of firewood might arrive in
thelate fall, or asupply of paper may be received at the start of the year.

For districts, there is no delegated authority to make purchases within their budget
allocation; the governor must approve al purchases. In fact, districts may simply
receive the requested goods (as noted above), or they may be required to make the
purchase and then submit the bill to the mustoufiat for reimbursement. This
approval process also applies to the development budget. But in most districts
visited, the approval processfor non-salary expenditures was amoot point, asthere
was no non-salary allocation.

1381 expenditure results

Table 27 summarizes 1381 expenditures by major expenditure category (bab) for
the six case study provinces. For those provinces that are largely or completely
dependent on Kabul for cash, most expenditures went to salaries — in the case of
Bamyan, asmuch as 95.1 percent. Only those provinces that had accessto customs
dutiesincurred substantial non-salary expenditures— and overspent their approved
allocation.

Table 27: Total Provincial Expenditure Shares by Category, 1381
Category (bab) Badakhshan | Bamyan | Faryab Herat | Kandahar | Wardak
Personal emoluments|  93.4% 95.1% 92.2% | 23.2% 24.0% 81.0%
Services 0.2% na 05% | 34.4% 1.0% 0.2%
Tools and materials 3.4% na 2.5% 4.7% 14.8% 11.7%

Maintenance and
repairs 0.6% na 1.3% 20.1% 27.0% 6.7%

Land structural
equipment 1.2% na 1.7% 6.4% 7.8% 0.4%

Subsidies, grants,
contributions &
pensions 0.2% 11.1% 14.3%

Reserve funds 11.1%
Reconstruction 1.1%
Subtotal, non-salary 6.6% 4.5% 7.8% 76.8% 76.0% 19.0%
Total 100.0% 100.0% 100.0% |100.0% 100.0% 100.0%

Source: Provincial mustoufiats.
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Table 28 displays actual expenditures for 1381, by department.

Table 28: Provincial Expenditures by Department, 1381
Department Badakhshan| Bamyan Faryab Herat Kandahar Wardak
Judicia Court 1,853,715 835,543 | 1,254,041 3,192,572 1,217,159 840,334
Finance 2,632,841 | 1,205,066 | 2,813,342 6,363,688 7,460,891 | 3,240,667
Defense 313,233 860,084 0 234,368
Foreign Affairs 461,426 556,089 0
Religious Affairs & Hajj 754,987 | 4,096,728 3,188,936 10,376,624 1,537,266 | 5,065,013
Commerce (Licensing) 190,967 91,416 170,788 288,743 0
Interior 20,926,341 | 5,826,144 | 5,515,129 | 729,604,660 | 509,630,663 | 19,544,678
Education 94,859,323 | 32,810,596 | 45,451,152 | 148,545,439 | 84,979,518 | 21,285,594
Higher Education 1,175,480 1,597,974 11,274,353 8,331,166 0
Refugees 333,520 413,577 227,356 1,698,127 1,643,712 177,319
Planning 222,929 309,652 422,370 0
Mines & Industries 53,572 734,285 0
Communications 1,305,679 603,541 | 1,588,253 5,829,107 2,570,647 592,322
Information and Culture| 1,883,582 495572 | 1,522,484 2,856,173 3,992,143 270,013
Public Hedlth 6,985,338 | 2,048,522 | 4,647,147 | 21,962,106 18,176,621 | 2,752,968
Women's Affairs 14,834 377,865 409,129 184,712 465,091 0
Agriculture 2,746,048 | 1,072,014 3,767,898 8,386,180 9,294,803 | 2,280,304
Irrigation & Water 463,566 221,395 638,870 789,863 606,590 304,100
Public Works 657,565 788,392 376,164 2,381,978 5,387,250 0

Rural Rehabilitation and| 1,407,352 959,047 667,246 2,078,280 1,347,788 658,513
Development

Martyred & Disabled 728,422 874,836 564,994 723,065 1,169,298 362,077
Transport 99,051 401,933 359,717 907,967 668,670 86,204
Frontiers (Ethnics) 44,840 34,498 251,340 927,737 0
Labor & Socia Affairs 1,532,420 664,690 | 1,570,130 4,395,720 677,157 0
Civil Aviation 258,065 758,275 192,759 392,276 1,390,933 0
Justice 548,256 425,087 720,141 1,006,484 972,795 572,702
Narcotics Eradication 121,047 1,093,087 290,843 0
National Olympics 90,995 57,106 238,160 199,082 0
Geodesy & Cartography 277,087 232,648 181,870 868,492 0
Central Statistics 107,600 43,078 69,103 464,493 247,207 69,209
National Security 417,528 318,978 410,850 186,286 153,725 665,536
Urban Development

Prosecutor/Attorney 2,410,420 902,947 | 1,196,885 2,925,882 2,036,150 | 2,274,496
General

Municipality 656,886
Central Workshop 316,150
Disaster Prevention 16,166
Unallocated 597,209
Total (civilian) 145,140,102 | 57,620,850 | 80,025,452 | 969,618,246 | 668,244,884 | 61,276,417
Index: Badakhshan=100 100 40 55 668 460 42

Source: Provincial mustoufiats.

Table 29 shows budget execution (expenditures as a percent of alotment) for each
of the six case study provinces. With the exception of Wardak, all provinces were
significantly over budget last year. But once again, the picture is dramatically
different depending on access to revenues. Those provinces without significant
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revenues overspent only on payroll. And to some degree this can be explained by
the fact that, except for Wardak, provinces did not include the UNDP salary funding
intheir reported allotments. But for those with revenues, significant overspending
also occurred on non-salary expenditures (the overspending on salaries is not out
of line with the other provinces).

Table29: Provincial Budget Execution by Expenditure Category, 1381
Badakhshan|Bamyan| Faryab| Herat |Kandahar| Wardak
Expenditures as per cent of allotment
Personal emoluments 386% 372% | 168% 154% 356% | 103%
Services 37% na | 60% |32,568% 629% | 68%
Tools and materials 101% na | 60% 347% 915% | 99%
Maintenance and repairs 75% na | 78% | 7,283% | 3,730%| 65%
Land structural equipment 79% na | 85% | 2,110% | 3,299% | 67%

Subsidies, grants, contributions,
& pensions 74% na | 80% |18,936% | 22,798% na

Subtotal, non-salary
expenditures 104% 64% | 3,654% | 2,714%

Total 327% 149% 583% | 1,049%
Source: Ministry of Finance (AFMIS).

Category (bab)

Budget execution for the first quarter, 1382

For 1382, provincial data on allotments and expendituresis being tracked centrally
through the AFMIS database. Table 30 and Table 31 summarize the rate of
expenditure execution for the six case study provinces, using the AFMI S database.
However, the AFMIS data are not designed for this purpose and so only track
when payouts are made, not when expenditures are incurred. While there appears
to be avery low execution rate in most cases, extreme caution should be used in
drawing any firm conclusions.

Table 30: Provincial Budget Execution by Expenditure Category, First Quarter 1382
Badakhshan|Bamyan|Faryab| Herat |Kandahar| Wardak
(Expenditures as per cent of allotment)

Personal emoluments 10% 5% 67% 113% 0% 20%
Services 1% 0% 2% | 76,202% 0% 44%
Tools and materials 47% 21% 1% | 632% 0% 33%
Maintenance and repairs 0% 0% 2% | 4,156% 0% 33%
Land structural equipment 0% 0% 8% | 3,656% 0% 28%

Category (bab)

Subsidies, grants, contributions,
& pensions 0% 0% 0% 380% 0% 133%

Subtotal, non-salary expenditureg 36% 12% 2% | 5,783% 0% 34%
Total 15% 6% 54% | 1,055% 0% 22%

Source: Ministry of Finance (AFMIS).
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Table 31: Provincial Budget Execution by Department, First Quarter, 1382
Badakhshan| Bamyan | Faryab| Herat | Kandahar |Wardak
(Expenditures as per cent of allotment)

President's Office na na 0% 0%
Courts 0% 46% 10% 0%
Mustoufiat 0% 39% 58% 0%
Defense 0% na | 850% 0%
Foreign Affairs 0% na 8% 0%
Religious Affairs & Hajj 0% % 0%
Commerce na 82% 0%
Interior 47% 29% 0%
Education 0% 38% 0%
Higher Education na 58% 0%
Refugees 0% 100% 0%
Planning na 0% 50% 0%
Mines & Industry na na na 0%
Communications 0% 0% 74% 0%
Information and Culture 0% 0% 56% 0%
Public Health 0% 0% 35% 0%
Women's Affairs 0% 0% 82% 0%
Agriculture 0% 0% 71% 0%
Irrigation & Water 0% 0% 39% 0%
Public Works 0% 0% 123% 0%

Rural Rehabilitation &
Development 0% 0% 107% 0%

Martyred & Disabled 0% 0% 204% 0%
Transport 0% 0% 59% 0%
Frontiers 0% 0% 11% 0%
Labor & Social Affairs 0% 0% 82% 0%
Civil Aviation 0% 0% 34% 0%
Urban Devel opment na 0% 35% 0%
Justice 0% 0% 85% 0%
Narcotics Control 0% na 65% 0%
National Olympics 0% 0% 62% 0%
Geodesy & Cartography 0% na 49% na
Central Statistics 0% 0% 40% 0%
Prosecutor/Attorney General 0% 0% 100% 0%
Total 15% 6% 1,055% 0%

Department

na= no allotment and no expenditures.
Source: Ministry of Finance (AFMIS).
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Cash Management and Treasury Oper ations

Although all revenues are formally collected on behalf of the central government
in Kabul, the system seeks to avoid the physical movement of cash, given the
obvious transportation challenges. In essence, provinces spend cash that they have
collected as revenue before seeking transfers from Kabul. Some provincesin close
proximity to Kabul, such as Wardak and Bamyan, do send all revenues directly
to Kabul. Revenues from rural districts are placed in the provincial revenue
account. When the collected revenues are insufficient to cover even non-salary
expenses, the Treasury Presidency of the Ministry of Finance may make transfers
for non-salary costs from the account of the Ministry of Finance to the mustoufiats
on request. The payroll, however, is transferred on a more regular basis, as
described above. For other provinces — Herat and Kandahar being clear examples
— no cash transfers are made at all. Even in these cases, however, provincial
payouts from allotments must and do wait for authorization from Kabul.

Transfers to Kabul arise when revenues raised in a province are in excess of the
approved budget, and these are supposed to be transferred to the government budget
account at the end of the fiscal year on the basis of the monthly income report
provided by the mustoufiat to the Ministry of Finance (on form M29). The Treasury
Presidency in the Ministry of Finance also has the authority to request that such
surplus revenues be paid to the government account during the fiscal year. The
reality, however, is decidedly murky, and Kabul must in effect negotiate payment.
Efforts are underway to address this situation, but a sustainable solution seems
unlikely in the short term.

Cash transfers are made through the central bank. Transfersfrom Kabul are placed
in the mustoufiat expenditure account in the central bank branch in the province.
The mustoufiat authorizes the drawing of cash from the central bank by issuing
checks.

Traditionally, provinces and districts have held at least one expenditure account
and one revenue account in the provincial DAB branch. Revenues collected locally
go into the revenue account, and expenditures are paid by check out of the
expenditure account. Typically, provinces would run a positive balance in the
expenditure account, and transfer funds from the revenue account as needed (or
request transfers from Kabul). Many provinces, however, have had multiple
accounts, both for revenues and for expenditures. But sound cash management
principles argue for onetreasury account for al operations. Reformsin the Ministry
of Finance are moving in this direction; in one of the first stepsin this process, the
government froze all existing bank accounts in the provinces on August 1, and
replaced them with two accounts — one for revenue and one for expenditures.

However, it appears that implementation of this change was less than smooth.
When the accounts were frozen on August 1, mustoufiats were immediately denied
access to the revenues sitting in local accounts, and were also left with limited
information on how to operate the new accounts.
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About 10 days after the accounts were
frozen, small amountswere transferred First Quarter, 1382
into the expenditure accounts of each : :

province — 1 million afs. for small Province Afs.
provinces and 2 million afs. for large | Badakhshan 13,637,476
provinces, to be used for non-salary | Bamyan 6,026,975
{eh<penditur$ tThe intent _i S tto ;epl enish Faryab 8.377.410

ese amounts on receipt of proper

expenditure reports. However, as Herat 26,036,453
Table 32 suggests, these anountsare  |_Kandahar 27,380,221
very low given the level of alotment | Wardak 7,814,723

in the six case study provinces. Source: Ministry of Finance (AFMIS).

Accounting and Audit

For those provinces that have customs houses, they must report to the mustoufiat
on collections once a month. Departments also report to the mustoufiat once a
month on actual spending, and this report includes a breakdown by district.
Subsequent reporting to Kabul on budget execution is the responsibility of the
provincial mustoufiat, who submits reports on all actual expenditures and revenues
to the Ministry of Finance Treasury Presidency within 10 days of the end of each
month and within one month of the end of the fiscal year. Districts are similarly
required to report to the mustoufiat within 10 days of the end of the month (on
form M23).

Table 32: Non-Salary Budget Allotment,

The existing clerical system for accounting for revenues and expenditures and for
establishment control at the provincial and district level appearsto belargely intact
and generally understood by staff. Formal limitsimposed under the system, such
as budgetary allocations and establishment limits, are also being respected, although
there are notable exceptions, particularly for teachers. In Bamyan, there appears
to be a broader problem, where ministries have rejected the number of existing
staff, but the Ministry of Finance has paid their salaries up to the end of 1381,
nevertheless. For 1382, thiswill no longer be the case, asthe Ministry of Finance
is enforcing alotment ceilings.

Theoveral state of telecommunicationsisvery poor, and is contributing significantly
to failuresin the existing system.

The mustoufiat undertakes pre- and post- auditing for the provincesin its capacity
asthe provincid representative of the Ministry of Finance. Before 1979, the Office
of the Prime Minister undertook ex-post audits.14

Conclusions

From this analysis of the six case study provinces, it is clear that there are a number
of deficiencies in the fiscal arrangements faced by provinces and districts that
severely limit their ability to deliver services:

»  Despite some actionsto increase central control over revenues, provinces with
large customs revenues continue to enjoy significantly higher expenditure
levels.

Provinces have virtually no input into the budget process, either the recurrent
or development budget.
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Thereisno "provincia" budget routinely prepared or reviewed.

The tashkeel does not appear to be aligned with the takhsis, at least at the
provincial level.

Both the quarterly allotments and the tashkeel are being sent to provinces late
in the quarter.

Payment of salariesto the provinces and districts continues to be slow (although
there may be signsthat thisisimproving).

Flow of payrolls through the DAB appears to be adding to the delays in
payment.

Non-salary alotments to provinces appear low relative to the portion kept in
Kabul.

The available non-salary allotment is not getting spent in "low-revenue"
provinces due to limited access to cash.

Provinces, in turn, provide no non-salary alotmentsto districts.

Instructions and guidance on financial procedures are unclear or absent.
Thelack of digtrict allotmentsisfast eroding the districts' financial management
capacity.

Extremely poor communications and transportation links are contributing to
the ability to send in payroll and expenditure reports on time.

As noted in Chapter 1, these fiscal problems have political implications, as the
control of regional warlordsand local commanders over the structures of subnational
administration is strengthened by these difficulties. The lack of financial resources
at the subnational level is a critical weakness that undermines attempts by the
central government to assert control, giving influence to those who have local

resources. In particular, the fact that administrators have limited or no non-salary
allotment plays directly into the hands of those with the financial capacity to offer
alternative resources.
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Legal Basis and Organizational Responsibilities

Afghanistan is a unitary state. The provinces are not distinct political entitiesin
any legal sense and have a very modest role, formally, in decisions concerning
their own structure, recruitment of senior staff, size of establishment and workforce
composition. In effect, each provinceis a collection of deconcentrated branches
of the central government ministries. All decisions on provincial staffing
establishments are made in Kabul by the parent ministry in negotiation with the
OAA, and with oversight by the head of the IARCSC. Although the governor
approves junior staff appointments and transfers (karmand grade 6 and below and
all agir staff below grade 2), the relevant minister approves karmand staff from
grades 3-5, and senior staff (in the districts thisis just the uluswal and the judge)
are appointed by the president (see Table 33).

Table 33: Employment Authoritiesfor Staff
Central government Province District Municipality
Selection | Appoint. | Selection | Appoint.| Selection | Appoint.| Selection | Appoint.

Minister President | Minister or | President | Minister or | President | Urban mayor | President
governor governor (for rura
municipality)
or governor

Minister Provincial | Minister | District Sector Mayor or Ministry
head of officeror | minister | governor of
department provincial Interior
or head of
governor department
or governor

Department| Minister | Provincial | Governor| District Governor | Mayor or Governor
head or head of officer or governor
minister department provincia

or department
governor or governor

Minister Minister or Didtrict Mayor,
governor officer, governor, or
provincia minister
department
head,
governor or|
minister

Department| Minister | Provincial | Minister | District Minister | Mayor or Minister
head head of officer, governor of
department provincial Interior
or head of
governor department,
or governor

Department Provincial | Governor| District Governor Governor
head head of officer, or
department provincia
head of
department

: AREU/WB staff assessment.
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Administrative and fiscal arrangements between the province and districts replicate
the center-provincial relationship. However, provincia officials have relatively
little discretion with regards to districts, as the central ministry in Kabul determines
the district staffing allocations.

To complete the picture, the Table 34: District Administrations by Province
Ministry of Interior oversees . Grade Number of Districts Total
mun_l (_:l pallt_les (al beit with Province Pro(\)/];nce Gradel| Grade?2 | Grade3 ngg?gtgf
significant influence by the [xau v
governor in some provinces). | Kapisa 6
The Ministry of Interior in | Pawan 13
Kabul must sanction the | Wadak 8
staffing numbers and budget '(‘;zgl 12
of each municipality, despite [ paqya 0
the fact that municipalities | Nangarhar 21
are entitled to collect and | Laghman 4
retain their own tax revenues.  |-Kun@ 14
: Badakhshan 27
In some provinces, Herat and e 6
Kandahar being examples, Baghlan 1
rural municipaitiesalsohave | Kunduz 6
areporting relationship with | _Samangan 6
the provincial municipality, Ekz;‘an 13
asnoted aboveinthe chapter =5 B
on fiscal arrangements. [ Badghis 6
Herat 15
There are no comparative | Faeh 10
data on administrative -~ 4
decentralization, but from
recent work it would appear [ Zzapul
that Afghanistan isfar from | Uruzgan
unusua inits administrative | Ghor
centralization (Evans and S92
i ika
Manning, 2003).15 Nurisan
Saripul
Administrative Divisions | Khost
Table 34 shows details of the | Totals 85
provinces and districts Source: Ministry of Interior.
according to grade. The
grade is determined largely by population, but there are additional political factors
that play into the assignation. Grade 1 isthe largest and grade 3 is the smallest.
The grade of a province or district will affect the size of governor’s office and
district office, aswell as the position grades of the staff.
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In the six provinces visited during this study, administrative divisions were being
altered in avariety of waysin favor of different power holders. While there are
certainly areas where administrative boundaries will need to be altered, these
changes should only be made after a new constitution has been ratified as well as
a new population census completed. Without accurate population data, it is
inevitable that local political interests, rather than national interests, will be the
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driving force behind many changes (see Box 20). For example, there has been
speculation that the upcoming elections, as well as the possibility that district
councils along with provincial councils will have arole in electing members to
the Meshrano Jirga (upper house), will increase pressures to create new districts.

Box 20: Proliferating Districts

Until the early 1990s, Badakhshan was divided into 13 administrative districts plus the
municipality of Faizabad. When Professor Rabbani was president, 14 new districts were
created in his home province, reportedly based on population size as well asthetime
required to travel to the district center. Political considerations, such as the need to
accommodate influential local commanders or different political factions, also played
apart as some districts were created (for example, Zebak) that certainly did not meet
the criteria on population size or distance to the district center. These 14 new districts
have now been officially recognized.

In other provinces there are categories of "official districts’ and "unofficial districts."
Unofficial districts were often created by local power holdersto increase their influence,
but have created complications for local administration. The case of Y akawlang District
in Bamyan Province, as recounted by two provincial officials, illustrates the problem:

During the resistance period, Hezb-i-Wahdat [a Hazara mujahidin faction] created
asecond district in Y akawlang, but it's never been made official. Many of today’s
administrative problems are aresult of this second, unofficial district. Either the
second district should be made official or they should get rid of it asthere shouldn’t
be two parallel districts. That district has an unofficial uluswal and, unofficialy,
the governor gives some of Y akawlang resources to this unofficial district. 1'm
trying to get some support for this unofficial district to be a subdistrict so that it
can legally get some resources.

Forty percent of the resources of Y akawlang 1 (the official district) were sent to
Y akawlang 2 (the unofficial district) in 1381. They sent in the M41 for their staff
in Yakawlang 1, according to their tashkeel, but 40 percent of their salaries were
sent to the other district. Assalariesfor 1382 haven’t been received, we don’t
know what will happen thisyear. The uluswal and departments of Y akawlang 1
had no jurisdiction over Y akawlang 2 in 1381, but it was still unclear if this situation
would continue in 1382 as the government had not made the district official.

The advantages of becoming a district include getting a schooal, clinic, and market. It
also reduces the travel distance for many villagesto the district headquarters and to
access government services. The downside, however, is that these additional districts,
especially those with very small populations, will be an added financial burden on the
state. |n Badakhshan, there was a stark contrast between the older, more established
districts, which generally have government buildings and basic furnishing, and the newly
established districts that have virtually nothing.

Administrative divisions have also been manipulated to ensure continued access
to the resources that underpin their control. As mentioned in Chapter 1, four
northern districts of Faryab Province, while "administratively" till part of Faryab
Province, are "operationally" part of Jawzjan Province (General Dostum’s home
province). The four northern districts include the major carpet trading town of
Andkhoi and, more importantly, the Turkmenistan border customs post at Agina.
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All revenues collected from these districts are sent to Jawzjan Province, and the
district payrolls are also processed through Jawzjan.

There are also rumors circulating that several new provinces might be created. In
Badakhshan, there were reports that the province will be divided into two, with
the new province being called "Baharistan." The reasons given for creating a new
province were to accommodate the political divisions between the powerful factions
of Jamiat and Shura-i-Nazar, on the one hand, and Hezb-i-Islami on the other.
Another explanation given was that the Ismaili community of Badakhshan wanted
aseparate province. Thethird explanation isthat Badakhshan isthe largest province
in Afghanistan and the mountainous terrain makes traveling from some remote
districts to the provincial capital ajourney of several days. There were other
reports that Uruzgan Province would be divided into a southern and a northern
province, and that there has been strong lobbying for anew province of Panjshir.

Since coming to office, the administration of President Karzai, in an effort to
reduce the influence of regional rivalsto the central government, has worked hard
to de-legitimize the unofficial civil administrative division of "zones' or "regions.”
While unofficial, these have had de facto status in some regions for many years
and have tended to coincide with ethnic boundaries aswell as the areas of influence
of regional warlords and/or political factions. The most striking example of azone
has been the western region under the effective administrative and military control
of Governor Ismail Khan. In Kandahar, former Governor Gul Agaviewed himself
asthe head of the southwestern region, established commissionsfor the southwestern
region, and paid salary top-ups to government employees in Zabul, Hilmand and
Uruzgan Provinces, in addition to Kandahar.

The Palitics of Appointments

While in theory Kabul retains the authority to appoint staff at grades 5 and above,
in those provinces with strong governors or local commanders, thisformal authority
isfrequently circumvented. In provinces dominated by warlords and commanders,
most senior government employees owe their employment, and therefore their
loyalties, to local and regional power-holders rather than the central government.
In Herat, for example, al district governors were reported to be in their positions
because they had fought in the jihad with Governor Ismail Khan. In other areas
where overall command is less clear, thereis either conflict, or those in authority
try to maintain stability by splitting the major appointments between rival factions.
For example, in the province of Badghis, where Ismail Khan exercises considerable
influence but does not have overall control, there were two chief commanders, one
appointed by central government and one by Ismail Khan. In Ghor Province, the
governor was appointed by the center while the deputy was loyal to Ismail Khan.
This inevitably led to a struggle for control of the province and for a while the
governor could not even visit Chaghcharan, the provincial capital.

The influence of commanders over civilian appointments often prevents the
appointment of qualified and competent bureaucrats and technical staff. The lack
of professional staff and the presence of large numbers of untrained, former
combatants in government positions was a frequently heard complaint (see
Box 21).
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Box 21: The Palitics of the Appointment System

"The governor, the head of police, etc ... areall from [acertain faction]. Nationa unity
in Afghanistan will come when outsiders head each department in each province. It's
difficult to implement the policies of the government with the current structures.”
(Provincial head of national security)

"Commanders still try to influence appointments and transfers. If Kabul appoints
someone, they should insist that that person get appointed — not give in to commanders
who are resisting these appointments. We need support from our departments to resist
theinfluence of commanders. If people thought | wasn't supported by the governor and
(thelocal commander) they could maybe replace me. | am trying to cut my close
relations with (the local commander) and get my support from the governor, but still

if peoplethink | don’t have the support of (the local commander) they might start
disobeying me." (District governor)

"Those with knowledge are marginalized and unqualified jihadis are appointed. When
| became governor | tried to train them how to work with the government system but
the people are useless — they don’t know anything about government and how it should
function. | established sectoral working groups with NGOs and tried to appoint heads
from government, but then the NGOs complained about these people. | tried to replace
some, but each minister istrying to keep the other happy." (Provincial governor)

"All these people with fighting backgrounds don’t have professional skills. They know
their authority but not responsibilities. I’m not saying that they all get thrown out but
that they should be given sometraining.” (Deputy provincial governor)

"Decision-making on hiring heads of departments should be done in Kabul, but because
our governor is someone who does everything through arms, it doesn’t work like this.
For example, the head of the agriculture department is an illiterate mullah. Kabul
appointed another qualified head but because the current head is supported by the
governor, he refused to accept Kabul’s appointee.” (Deputy provincial governor)

Local palitical control over administrative structures through appointments is most
evident in the police (see Box 22). Civilian administrators are unable to rely on
competent and loyal police forces to maintain security within their provinces.
Local commanders often appoint senior police officers, and large numbers of
former combatants are being absorbed into the police force.

Box 22: The Paliticization of the Police

Many interviewees expressed their concern at police forces being weakened and politicized
because of the common practice of giving fighters from various factional groupsjobs
in the police force, even though they may not be appropriately trained or qualified.

A district police chief without a background in one of the factional parties, who had just
two weeks prior replaced a police chief who was still acommander for one of the
factions, expressed his concerns and frustrations as follows:

| have 28 officersin my tashkeel, of which 18 arein post who have been approved
temporarily by the Ministry of Interior. All areformer jihadis and totally unqualified.
Thereisnot asingle trained police officer in the district other than myself. When
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| arrived in this office amujahid administrative system, not a proper government
system, wasin place. I’'m trying to change the office from amujahid commander’s
office into a proper government office. For example, | put in chairs and atable.
But | have no communications systems, no transportation, no trained police, and
most of my officers and soldiers areilliterate and are till loyal to the factional
commanders. It'sdifficult for me to have no authority and to work with officers
with no qualifications. Either trained, experienced police need to be sent here, or
educated officers here need to be sent for training. With the present situation it's
very difficult to have an effective police force. We need some authority to transfer
or remove those who don’t work. After one year we should be given authority to
remove those who don’t work or aren’t effective or else we won’t be able to change
thisjihadi culture. If you're not going to change the character of the police then
we should forget about the police. I'm a professional police officer —if there’sno
change | will be blamed for running an ineffective police force. But you shouldn’t
expect anything from me if no support is provided.

One district governor noted with concern that the police force in his province was
dominated by members of factional groups and that when others were appointed by the
Ministry of Interior they would not be allowed to take up their posts:

Most heads of police departments used to be commanders and are mostly illiterate.
When the center has tried appointing more qualified heads of police they are not
accepted. These positions have been occupied by force. For example, the Head
of Policein thisdistrict received atransfer letter [from the Ministry of Interior].
Another person was appointed who had no jihadi background so he hasn’t been
able to take up his new position.

The system for approving appointments from the center is also dependent on

political connections and patronage networks. Where there are strong political
connections to the center, then appointments are approved rapidly; however, where
there are weak political connections, local authorities struggle to get their
appointments approved (see Box 23).

Box 23: The Sale of Civil Service Positions

The power of personal relationships over impersond institutionsis built into the Afghan
tradition of sharing with one's own gawm (network of affiliations deriving from families
or occupations) and of deciding public matters on the basis of wasita (personal relationships
through which favors may be obtained) and rawabit (advocate or someone who can
procure afavor or aspecia service). Thistradition has long been applied to the power
and benefits of public office.

Appointments for government posts are not, and have never been, advertised publicly.
The way into government serviceis often through wasita, which in turn leads very often
to naked nepotism. Government posts are usually deemed to be the gift of individual
ministers, governors, and heads of departments. Government officials can exploit their
position by offering their services as an advocate or wasita, to those seeking positions
in return for financial or other "incentives.” In other words, positions can be sold.

It seems the wasita system used to be less pervasive than it is now. The previous system
of automatic employment within government for individuals who were finishing school
or university reduced the need for wasita as an entry route. Under the wasita system,
individuals are appointed, or at least selected for interview, on the basis of their
relationship (whether financial or familial) to a person aready working inside the
government. Relationships between ex-mujahidin combatants form a particular type
of wasita arrangement. The wasitais approached privately, usualy at his or her house
or through athird party, and offered financia or other inducementsin return for a position.
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Attempts have been made to transfer government employees away from their home
areas, thus cutting their ties to their networks and supporters. Historicaly, this
policy was used to ensure that government employees did not build up their own
power bases. The reintroduction of this policy had widespread acceptance among
interviewees. However, the attempts made so far have only been partialy successful,
and have not managed to break the power of commanders. In Badakhshan, for
example, when a policy was announced to transfer all district governorsto different
districts, only 10 of the 27 district governors — those without strong jihad party
backgrounds or commander connections—weretransferred. Apart from the political
reasons, most staff are very reluctant to relocate, as the low pay can only be
sustainable when living at home, possibly with access to other sources of income.

Organizational Structuresin the Provinces

Provinces have little latitude in determining their own structure. The parent
ministry, in negotiation with the OAA, determines the internal structure of each
department. Some ministries have departments in all provinces, and follow a
standard structure and size. The presence of others depends on size or grade of
the province or specific circumstances.

State enterprises report to the ministry or department in their respective sector.
For example, the head of a coal mine would report to the provincia department
of mines and industry as well asthe ministry in Kabul. There are no provincially
owned enterprises, as such, and financial reporting is generally kept separate.

Staffing Establishment

To the extent that any requests are made for funding at the start of the budget
preparation process, provincial departments may also request changes to their
organizational structure. These requests are prepared and returned to the line
ministriesin Kabul. The line ministries compile the requests from all provinces
along with their own needs, and submit a budget request to the Ministry of Finance.
After the budget has been passed by the Government, each ministry prepares the
budget allotments for each provincial department, and sends the tashkeel — a
document detailing al staffing positions and levels— a ong with the budget all otment
for the first three months of the fiscal year, to each of the provincial departments.
The process for establishing the tashkeel is described above. Few positions have
formal job descriptions. Table 35 provides a summary of the staffing information
collected during the provincial missions.

Table 35: Summary of Tashkeel by Province, 1382
Positionsfilled Vacancies Total (tashkeel) % of positionsfilled
K A Total K A |Total K A | Total K A | Total
Badakhshan* | 1,413 | 1,942 | 3,355 | 999 | 258 |1,257 |2,412 (2,200 | 4,612 | 58.6% | 88.3% | 72.7%
Bamyan 2,552 | 1,427 | 3,979 | 409 | 137 | 546 |2,961 | 1,564 | 4,525 |86.2% | 91.2% | 87.9%
Faryab* na na| 5,724 na na|2,684 (4,952 | 3,456 | 8,408 na na | 68.1%
Herat 5758 | 6,032 {11,790 | 220 | 135| 355 (5,978 | 6,167 |12,145 | 96.3% | 97.8% | 97.1%
Kandahar** | 5,123 | 4,665 | 9,788 (1,713 (1,309 |3,022 | 6,836 | 5,974 (12,810 | 74.9% | 78.1% | 76.4%
Wardak 2,901 841 | 3,742 | 213| 159 | 372 |3,114 (1,000 | 4,114 | 93.2% | 84.1% | 91.0%

Notes: *For 1381. **Tashkeel isfor 1381. K= karmand, A= agir.
Source:  Provincia departments.
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Table 36 details staff numbers by department, for each of the six provinces.
Collecting these data during the missions proved to be very difficult. Neither a
record of the numbers of paid employees nor the official tashkeels are kept in one
place. Payroll data can show inexplicable swings from one month to the next. In
Kandahar, it was reported that some teachers doing two shifts were recorded as
both a karmand and an agir in order to receive appropriate compensation. This
isjust one example of arange of unusual practices that could be contributing to
these patterns. In some cases, the tashkeel had been very out of date, despite the
"formal" process of updating and distributing tashkeels every year with the budget
process. |t appears that the tashkeels have now been updated for 1382, however,
that does not necessarily mean that these new tashkeels reflect the needs and
realities on the ground.

Table 36: Staffing by Department, 1382
Province
Depar tment Badakhshan*| Bamyan | Faryab* | Herat
Courts 116 36 108 135
Finance 219 48 85 299
Defense (commissary) 20
Foreign Affairs 12 17
Religious Affairs & Hajj 205 505
Commerce (licensing)
Interior 807
Education 2,318
Higher Education
Return of Refugees 9
Planning 9
Mines & Industry
Communications 16
Information & Culture 9
Public Health
Women's Affairs 17
Agriculture 69
Irrigation & Water 8
Public Works 18
Rural Rehabilitation and
Development 21
Martyrs & Disabled 23
Transport 9
Frontiers
Labor & Social Affairs 21
Civil Aviation 8
Justice 17
Narcotics Eradication
National Olympics
Geodesy & Cartography
Central Statistics
Security Department
Prosecutors
Total

Index: Badakhshan=100

Note: * For 1381
Source: Provincial governments.
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Table 37 illustrates that although there is some uncertainty in the underlying
employment totals, there is also some broad consistency. Some of the more glaring
variances can or should be explained in quick order, such as the inclusion or
exclusion of policein different numbersfor the Ministry of Interior. But overall,
the different data sets are not totally inconsistent, and do not suggest a sweeping,

Table 37: Staffing Number Highlights: Comparison of Different Data Sources

Province

Total/ selected
departments

1382 Staffing levels

1381 Staffing levels

Estimated
staffing
levels,@

based
on Q1
allotments

Staffing

Ministry of
Finance

From ASI
accounting
entry
module,
1st month
1382

Reported by
the
mustoufiat/
governor/
provincial
departmentsb

Reported
by the
mustoufiat/
governor©

Reported
by
health
&
education
departmentsd

Badakhshan

Total

10,722

9,358

9,005

3,355

o/w Education

7,030

6,766

7,097

1,236

5,644

o/w Public Health

953

842

337

506

na

o/w Finance

189

164

125

219

of/w Interior

na

285

149

o/w Agriculture

301

302

188

156

Total

o/w Education

975

o/w Public Health

295

o/w Finance

54

of/w Interior

467

o/w Agriculture

115

Total

o/w Education

o/w Public Health

o/w Finance

of/w Interior

o/w Agriculture

Total

o/w Education

o/w Public Health

o/w Finance

of/w Interior

olw Agriculture

Total

o/w Education

8,640

o/w Public Health

611

o/w Finance

188

of/w Interior

naj

o/w Agriculture

242

Total

o/w Education

5,194

o/w Public Health

15

26

125

146

140

o/w Finance

80

72

40

44

36

of/w Interior

447

naj

195

129

988

olw Agriculture

14

13

125

168

100

Notes: & Asindicated in the 1382 payroll allotment. Staff numbers were calculated by dividing
1/3 of quarterly budget payroll alotment by the average monthly salary taken from ASI
accounting entry module data for 1st month of 1382.
b/ Staff totals taken from provincial payroll data for 12th month of 1381.
¢/ Staff numbers reported during recent AREU/WB missions. Source: mustoufiat or
governor's office. For Herat, data are from follow-up mission, August 2003.
d/ Staff numbers reported by the health and education departments during recent
AREU/WB missions.

Source: Asnoted above and Ministry of Finance.

102

AREU & The World Bank




Central/Local Administrative Relationships

uncontrolled and unauthorized increase in staffing. The low level of pay appears
to be the more pressing issue.

The majority of mid- and senior-level provincial civil servants arein their early
50sto mid 60s. While some of them have many years of experience of management
inlocal administration, asignificant minority are relatively new to the civil service,
having either worked with the mujahidin parties, or been given a position in local
government as aresult of their political, tribal/ethnic or familial affiliations. There
are very few young people (20- and 30-year-olds) entering government service.
As far as provincial administration is concerned, therefore, there is a pending
human resource crisis — both in terms of staffing numbers and morale — which
must be addressed within the next few years.

Pay and Grading

As described in detail above, civil service wage rates are established centraly, in
Kabul. With the exception of recent increases for teachers and police, pay levels
areuniform across all ministriesand dl provinces. Thereisvery little differentiation
across grades, and the level of pay is extremely low, especially for more senior
or skilled positions.

Low pay and prolonged delays in receiving pay were consistently raised as the
most serious issues faced by &l provinces. The low pay isresulting in deteriorating
morale, poor work ethic, second jobs, and increasingly, staff departures to take
positions with NGOs. Additionally, it is strengthening the hands of those in a
position to offer inducementsin return for services or loyalty.

Therecent pay increases for teachers and police have only served to further aggravate
the problem for the rest of staff. Pressures continue to mount for pay increases
acrosstheboard. Even for unskilled workersin the lowest grades, thereis evidence
to suggest that comparative private sector wages are on therise. Figure 9 provides
some survey data on unskilled wage rates in six provincial centers. While the data
should be used with some caution, and certainly there are seasonality effects, the

Figure 9: Daily Wage of Unskilled Casual Labor ($ per day)

October-98
October-99
October-00
October-01
October-02
October-03

—&— Kabul —=— Kandahar Jalalabad Herat —— Mazar —s— Faizabad

Source: World Food Program, Afghanistan.
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datasuggest that rates are increasing. A significant factor is, no doubt, the influence
of the narcotics industry as well as the construction boom in urban areas.

These sdlary levels present aparticularly
serious problem. In the health sector,
poor pay for doctors and other health
professionals has already led to a
proliferation of top-ups from donor
agencies and NGOs. These incentive
payments are important to keep doctors
working for more than an hour or two
within the public clinics and hospitals
(rather than leaving to provide private
sarvices). However, thefact that doctors

Box 24: Salary Top-Upsin Kandahar

In Kandahar, the governor was so concerned
with thelow salary levelsthat he unilateraly
increased all karmand staff salaries by 70
percent (including allowances) and agir
salaries by 55 percent. Thispractice
continued through the first nine months of
1381, until Kabul ordered an end to the
practice. Not surprisingly, low salary levels
were consistently raised as one of the biggest
problems during the mission to Kandahar.

can receive incentive payments from
NGOs and others that are far larger than their public sector salaries creates serious
management difficulties for those in charge of the public health system. Outside of
the health sector, salary-tops for provincialy based staff are rare. (Kandahar is one
of these rare instances, see Box 24.)

As discussed above, there are separate grades for each position, aswell as personal
grades assigned to each employee. While there should be considerable correlation
between the two, there are afew reasons why the persona grade and position grade
will differ. For instance, an employee may be hired into a position where the
employee’s personal grade matches the position, but over time, promotions to
higher personal grades will occur even if the employee remains in the same post.
In addition, employees with alower persona grade can be appointed to a post with
a position grade up to two levels higher. A third possible reason, which is
particularly relevant in today’ s circumstances, would be that unqualified persons
are being appointed to positions because there are no qualified people available.
This is a common occurrence with teachers. Although it is difficult to collect
reliable data on grade distribution, an analysis has been done for karmand positions
in Wardak and Bamyan, using the 1382 tashkeel for position grades, and ASI
payroll datafor personal grades. The results of this analysis are shown in Figure
10 and Figure 11. However, because personal grades for teachers are not available,
education data have been excluded. Arguably, these data show the effect of
personal "grade creep" towards the higher levels as well as the hiring of junior
staff into mid-level positions.

Payroll Arrangements

As noted in the section on budget execution, payroll processing and approval has
now been centralized in Kabul. The timeliness of salary payments is a major
concern. Many provinces have begun a practice of accumulating salary arrears
for three months before requesting the financial disbursements from Kabul to pay
the salaries. This payroll consolidation began at the district level with further
consolidation occurring at the provincial level. The explanation that is provided
isthat the provincial mustoufiat is reluctant to undertake a two to three week trip
(or longer) to Kabul that is a tedious and costly expedition.
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Figure 10: Distribution of Karmand Grades for Wardak, Excluding Education

[ Personal Grades []Position Grades

Source: Adam Smith Institute (personal grades); Wardak provincial departments (position grades).

Figure11: Distribution of Karmand Gradesfor Bamyan, Excluding Education
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Source: Adam Smith Institute (personal grades); Bamyan provincial departments (position grades).
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Conclusions
Cynicism and despair have not completely overwhelmed pride or the sense of duty
(see Box 25).

Box 25: The Staff View

Civil servantsinterviewed for the research conveyed a combination of pride and frustration
at their present situation. The dominant themes from the interviews were:

A sense of pride — Serving in the government isamark of distinction and something
to be proud of.

Disarmament —"Disarmament is the top priority. The administrative system can’t
function aslong as people are armed because you have to do what the armed people
tell you to do, not what the rules tell you to do.”

Leadership from the center — Staff want this and would welcome this. But so far,
thereisarea concern about the lack of any support or guidance from Kabul.

Inadequate salaries — Too little and too late. The payroll system isweak and
inefficient.

Problems with selection and appointment of staff — The current system is overly
centralized, cumbersome, subject to nepotism, and staffed with many unqualified
personnel.

Lack of resources to do the job — Inadequate buildings, furniture, equipment,
transport, communications, office supplies. Non-salary budget does not bear any
resemblance to needs.

Captured revenues — What revenue is generated at the provincial level is often
captured by commanders and does not enter the government coffers.

Outdated tashkeels — They are no longer relevant to the needs of the district; some
departments require additional staff, such as education, while others require fewer
staff. The tashkeels do not always match the takhsis.

Corruption — While the degree differed across provinces, corruption seemsto be
agrowing problem and bribes often need to be paid at every step of the way to get
government paperwork processed.

However, the difficulties noted above are undermining the remaining incentives
for efficiency and responsiveness at the provincial and district level:

o Staffing alocations (tashkeels) at the provincia department, district, facility,
and municipal level, including job title and grade, are determined centrally,
with virtually no local input; as aresult, it often does not reflect local need.
The tashkeel is communicated very late, usually two to three months into the
new year.

All middle to senior karmand appointments (grades five and above) must be
approved centrally. But in some cases powerful governorsand local commanders
are circumventing this authority by refusing to accept Kabul appointments.
Approvals of individual appointments are often received months late.
Pay rates across grades is extremely compressed, and the level of pay isvery
low, especialy for senior staff.

Asaresult, top-ups are prevalent, particularly in the health sector; in addition,
many staff are leaving the civil service to take higher paying jobs with NGOs.
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While there is a clear case to be made for modest moves for some delegation of
authority to the provincia and even district levelsto better reflect local circumstances
aswell as reduce unnecessary delays, such actions must be matched with improved
accountability for those decisions.
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Structure

Municipalities are distinctly different from districts and provinces. Municipalities
are largely self-sustaining entities with responsibility for providing some services
(trash collection, recreation, and park services) and collecting minor revenues from
local service charges and retail licenses. Generally, there is one provincial or
primary level municipality in each province, and some districts also have "district”
or "rural” municipalities. Of the seven grade 1 provinces, six have provincial
municipalities that are recognized as having some distinctive capacity: Balkh
(Mazar-i-Sharif), Herat (Herat City), Kabul (Kabul City), Kandahar (Kandahar
City), Kunduz (Kunduz City), and Nangarhar (Jalalabad). (See Table 34 for details
of provincial grades.) These provincial municipalities have populationsin excess
of 500,000, and between them, they house about 72 percent of the urban population.
However, of these seven, only Kabul has a distinctive legal status (as a ministry)
- the other provincial municipalities all have the same legal status whether they
are large with significant capacity, or small in remote provinces.

Thereareatota of 217 provincia and rural municipditiesin Afghanistan consisting
of at least 5,000 people. All municipalities require approval from the Ministry of
Interior for their budget and tashkeel, but beyond this are supposed to operate
independently. In some provinces, however, the provincial municipality oversees
or controls the actions of rural municipalities even to the extent that all revenues
are often turned over to the provincial municipality, which in turn paysal expenses.

Provincial municipalities are similar to provincial departments, in that they report
to a parent ministry in Kabul (the Ministry of Interior). The Ministry of Interior
approves the municipality’ s budget, organizational structure, and staffing numbers,
viathe governor. However, they differ in that the budget is completely financed
by arange of local revenues, which are regulated by the Ministry of Finance. The
potential list of revenues is quite large, including a cleaning and sanitation tax,
property taxes, property rents, business taxes, property sales, and various fees and
licenses, but the extent of collection depends on capacity. As noted in Chapter 1,
the dramatic increase in urban property prices has increased the amount of
municipality revenues, both legal aswell asillegal.

The Ministry of Interior oversees municipalities (albeit with significant influence
by the governor in some provinces). The Ministry of Interior in Kabul must
sanction the staffing numbers and budget of each municipality, despite the fact
that municipalities are entitled to collect and retain their own tax revenues. In some
provinces, Herat and Kandahar being examples, rural municipalities also have a
reporting relationship with the provincial municipality, as noted below.
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Fiscal Autonomy Table 38: Herat Municipality's Revenues
Outside of the central by Category for 1381
govgrnmelnt, the, mun'_C'fE)d ity Code Title Revenues (afs.)
is the only entity with any ,

measure of autonomy, and 7105 | Cleaning taxes 1,446,699
even thenitisminimal. All 7110 | City service taxes 1,123,732

tax and fee rates are set in | 7110 | Vehicletaxes 8,555,782

Kabul, but the revenues do | 7110 | Butcheries and bakeriestaxes 93,890

remain at the municipal level = 7 v e 8,814,164
and fund all municipal

expenditures. Table 38 shows 7110 | Cotton corporation taxes 22,800
the revenues collected in 1381 7405 | Small business license 782,892
by the Herat municipality. | 7510 | Property revenues 8,074,536
There are several diverse [ o oo revenues 456,600
sources of revenue for the -

Kabul municipality, including | 7210 | Ta onicecream 12,200
rental tax (one month of rent | 7510 | Marketplace rent 61,000
per year), safayi tax (aservice | 7510 | Dried chick peastaxes 44,550
charge and a property tax), | 7510
market rental, business :
permissions, imports, 1 7110 | Construction taxes 419,866
and business establishments, | 7405 | Sale of application forms 6,394
salling of municipal property, | 7505 | Arrears 2,005
fm%’.documents’ the.' Kabul 7710 | Overpayments/returns 12,892
Z00, income from cinemas
and public bathrooms, and an 7715 | Fineson violators 258,918
NGO tax (apparently Total revenues 30,287,448
collected in U.S. dollars). Source: Herat municipality.

Revenue from slaughter houses 70,200

Because it must gear its budget to the available revenues, the municipality isthe
only subnational administration that goes through any sort of budget planning
process, beginning with estimating revenues, and then compiling a budget that fits
within this constraint. This budget is then submitted to the Ministry of Interior
for approval. Table 39 shows the budget prepared by the municipality of Maimana
(in Faryab Province) for 1381, aswell as actual revenues and expenditures.

Sources of municipal revenue are varied, but they are all governed by the Legidation
on Municipalities (originally approved in 1369, and amended in 1379). Ratesfor
all taxes and fees collected by provincial municipalities are set in Kabul.

Rural or district municipalities exist where there is alarge enough village and tax
base to warrant it. These smaller municipalities are supposed to have the same
financial and reporting relations with the Ministry of Interior as the provincial
municipality. However, the practice appearsto vary substantialy. 1n Badakhshan,
rural municipalities do operate as described above. In Herat, on the other hand,
there is areporting relationship between the provincial municipality and the various
district municipalities. Here, the Herat City municipality approves the budget,
staffing levels, and organizational structure for each of the district municipalities.
However, aswith the provincial municipality, district municipalities are financially
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self-sufficient. If they run a
surplus, by collecting more
revenuesthan needed for their
approved budget, they can
hold thisamount in their local
bank account. Kandahar
provides a third distinct
model, which treats rural
municipalities like district
subdepartments.  For
example, the municipality in
the district of Panjwayee
sends all of it revenuesto the
Kandahar municipality, and
inturn, itsemployeesreceive
their salaries from the
Kandahar municipality.
Panjwayee municipality
receives no non-salary
allocation. Moreover, the
Kandahar municipality is
requiring the Panjwayee
municipality to collect and
remit 700,000 afs. in 1382,
up from the 20,000 afs.
collectedin 1381. Theonly

Table39: Faryab Province, Municipality of Maimana,
Revenues and Expendituresfor 1381 (afs.)

Code Revenues

For ecast

Actual

7105 | Cleaning tax

500,000

5,143

7115 | Shops one month tax

1,000,000

893,195

7215 | Taxeson utilizing shops

400,000

166,498

7210 | Water tax

300,000

221,914

7305 | Land selling

2,000,000

364,722

7405 | Map price

10,000

3,475

7415 | Business license

150,000

41,010

7405 | Announcer

2,000

130

7500 | Property rents

6,000,000

2,664,000

7700 | Arrears

3,000,000

582,712

Total

13,362,000

4,942,799

Expenditures

Personal emoluments
Services

1,222,384
482,000

601,829
304,114

Tools & materials

385,000

328,524

Maintenance & repairs

670,000

498,867

Land structural equipment

3,570,000

2,296,674

Subsidies, grants,
contributions, and pensions

80,000

0

Total

6,409,384

4,030,008

Surplus (deficit)

6,952,616

912,791

Source: Municipality of Maimana.

function of the Panjwayee
municipality is revenue collection; it provides no local services whatsoever.

The tax rates require review. For example, the valuation of property for the safayi
tax last occurred in 1978 and the highest charge on thistax is currently $4. Tax
administration is onerous; for the taxpayer it involves several visits to several
departments. The Kabul municipality appears to have no right of enforcement
over nonpayment. This rests with the Ministry of Interior.

Expenditures
Functional responsibilities

Responsibilities of the municipalities include construction of canals and ditches,
solid waste management, supervision of parks, preservation of green areas, paving
roads, cultural services, and expansion of food markets. In cooperation with other
government line ministries, municipalities can also indirectly be involved in the
construction of the city sewage system, water supply, construction of prefabricated
apartments, city power, communications, public health, education, and sport. A
complete list of legislated responsibilitiesis included in Annex 5.

Provincial municipalities have responsibility for "planning,” but thisis based on
an outdated master planning methodology. For example, Kabul has a city master
plan dating from the late 1970s.16 Planners in both the Ministry of Urban
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Development and Housing and the Kabul municipality view planning as a"graphic
design" rather than a strategic exercise. For these planners, the "picture," and not
thereality on the ground, isthe end product. Most of the "planners’ in the Ministry
of Urban Development and Housing and the Kabul municipality are structural or
civil engineers.

However, the reality is that the extent of municipal activity is significantly
constrained by the resources available. Moreover, there appears to be considerable
spending discretion, especially when surpluses are generated. |n some of the case
study provinces, access to revenues gave significant authority and prestige to the
local mayor, particularly in district municipalities, where the local uluswal had no
access to revenues.

Expenditure management

Table 40 provides a summary of revenues and expenditures for 1381 for the
provincial municipalities in the six case study provinces.

Table 40: Provincial Municipalities: Revenues and Expendituresfor 1381 (afs.)

Faizabad Bamyan |Maimana | Herat City| Kandahar | Maidan
(Badakhshan) City | (Faryab) (Herat) City Shahr
(Bamyan) (Kandahar) [ (Wardak)

Revenues 609,000 359,394 | 4,942,799 | 30,287,448 | 31,256,954 | 186,753
Expenditures 552,000 132,048 | 4,030,008 | 29,993,881 | 20,579,158 | 163,588
Surplus (deficit) 57,000 227,346 912,791 293,567 | 10,677,796 | 23,165

Source: Provincial municipalities.

Provincial municipality budget planning appears reasonable, but extends only to
the operating budget. The budget is prepared based on inputs from line departments,
but is submitted to the Ministry of Interior for approval as a consolidated budget,
covering salaries and non-salary operating and maintenance expenditures.

The devel opment budget isformulated as elsewhere in government. Municipalities,
in consultation with the relevant line departments, make bids for inclusionin lists
of sector specific proposals for funding — which are approved by the Ministry of
Finance and are largely donor-funded.

Expenditure control systems exist and records appear to be fairly well maintained.
These systems are paper-based and inefficient, but can be improved quite simply.
Thereis an often-cited concern that the fiduciary risks of using the government’s
processes are too great, and too much money islikely to disappear. While these
risks certainly exist, municipal spending cannot exceed revenues as (a) there are
no other sources of funds; (b) detailed procurement procedures do exist with points
of authorization, and pre-audit and multiple bid requirements; and (c) the tashkeel
system deters over-hiring.

In addition to fiduciary risks, there are other risksthat could result in the misallocation
of funds when channeled through the ordinary budget. In particular, poor revenue
forecasting at the municipal level could lead to the approval of expenditure budgets
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that are not realistic. In such acase, cash rationing could lead to priority programs
not being funded. Thereis still much to be done to improve these systems.

Staffing

Establishment

Article 3, Chapter 1 of the Table41: Provincial Municipalities
Legislation on M unici p{:\l ities Staffing Structure for 1381

notes that, administratively, —
municipalities other than K abul Postionsfilled | Tashked
are subordinate departments of | Faizabad (Badakhshan) 33 40
the Ministry of Interior. The | Bamyan City (Bamyan) 12 52
practical significance of thisis | Mamana (Faryab) na 54
that the Miniﬁtry ?f Ir:llt(ericl)r Herat City* (Herat) na 547
approves the tashkeel. .

However, the number of filled Kar_'dahar C't{(Kandahar) =
positions is dependent on the L Madan Shahr* (Wardak) 17 46
municipality’s ability to raise * For1382 S

adequate revenues. Available Source: Provincial municipalities.

data on staff numbersin the provincial municipalities of the six case study provinces
are shown in Table 41. Although these data are incomplete, a lack of funding,
certainly in the cases of Faizabad, Bamyan, and Maidan Shahr, has had a significant
impact on the number of staff. This situation is further exacerbated when the
government in Kabul approves increasesin pay, since municipal staff are paid on
the same pay scale as other public sector employees.

Before the Soviet occupation, mayors were directly elected. Now, the Ministry
of Interior, subject to presidential approval, appoints mayors of provincial
municipalities. The Ministry of Interior does not seek any recommendation from
the governor. In Kabul municipality, the president directly appoints the mayor.

Staff are selected by the mayor, but are officially appointed by the governor, the
minister of interior or the president or cabinet, depending on rank. (See Table 33
for details.)

Larger municipalities with substantial public works projects have a significant
number of daily paid employees. Thisisin contrast to other government bodies
that employ very few such daily paid staff.

Mayors are advised by municipal councils. Article 111 of the 1964 Constitution
indicated that municipal councils are to be established by "free, universal, direct,
secret election." However, there have been no elections to the city council since
1992. Article 6, Chapter 8 of the 2004 Constitution notes that municipalities will
be established to administer city affairs. It also stipulates that "the mayor and
members of the municipal councils are to be elected by free, general, secret, and
direct elections.”

There are a'so municipal administrative councils that bring together heads of the
various zonesinto which the larger citiesare divided, including municipal department
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heads, the mayor, and deputy mayor. Mayors also participate in the provincial
administrative council chaired by the governor.

The special case of Kabul

The Kabul municipality is somewhat of an anomaly in the system with afar greater
independence than any of the other municipalities. It hasthe status of a"ministry,"
which has a number of implicationsfor itsfunctioning. In particular, the president
directly appoints the mayor and senior staff, with no apparent involvement from
the Ministry of Interior. Unlike other municipalities, the Ministry of Finance —
not the Ministry of Interior — approvesits budget.

Capacities

In Afghanistan, as elsewhere, not all municipalitiesare equal.1’ Rura municipalities
arerarely independent and, as noted above, appear to fall into three broad categories:

*  Autonomous bodies with a similar status to provincial municipalities;
* Bodies under the tutelage of the provincial municipality; and
e Bodies under the tutelage of the district (akin to district subdepartments).

Provincial municipalities differ primarily according to their size and status. The
provincial municipalitiesin the "grade 1" provinces offer a credible basis on which
to scale up local project implementation. Rural municipalities do not. Provincial
municipalitiesin the smaller grade 2 and 3 provinces fall somewhere in between.

The provincial municipalities all have departments relevant to their current legal
functions, but this seems to leave some major urban challenges unaddressed.
Housing, new settlements and informal settlement, and urban land tenure issues
do not have a natural "home" within the existing departmental structures. Some
re-engineering of the municipalities' structures and some additional departments
will be necessary if the municipalities are to scale up their service delivery or
project implementation capacity. (See Box 26 for some examples of the Kabul
municipality might be restructured.)

Box 26: Organizational Restructuring Needed in the Kabul Municipality
The following are examples of opportunities for restructuring:

Work organization: The case of the Kabul sanitation department. The Department of
Sanitation (DoS) at the Kabul municipality has more than 60 employees and about 1,300
daily paid workers. The DoS owns asmall fleet of solid waste collection vehiclesin
addition to a couple of water trucks and earth moving equipment. It also has a substantial
work space.

Waste collection by the Kabul municipality is ad hoc. Thereis no specific routing plan
assigned to each of the 40 vehicles and crew belonging to the municipality. Furthermore,
the existing collection vehicles are small (3-5 cubic meter capacity) and drivers currently
conduct only two trips per day. In the most accessible and visible parts of Kabul, waste
is collected once per week. In other parts of the city, where streets are narrow and
generally unpaved, the frequency of collection drops as low as once per month.
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Skill development: The case of the Kabul construction unit. The unit isresponsible
for construction of canals, ditches, flood protection measures, construction, and paving
of roads. However, it appears to focus mainly on roads. The skills among construction
unit staff are poor. Although several employees are referred to as "engineer,” several
of them are technicians, rather than qualified engineers. Skills have not been kept
updated and the engineers’ skills are at the level of graduate + two years.

Changing mindsets: The case of the planning department. The Ministry of Urban
Development and Housing is responsible for the formulation of the city master plan,
while the architecture and planning unit of the municipality isresponsible for its
implementation and the design of buildings. Thereis considerable uncertainty about
the respective roles of the municipality and the province.

Likely Way Forward

Municipalities operate differently than other levels of administration; they keep
the revenues they raise, develop budgets, and manage their own financial and
administrative responsibilities, with oversight by the Ministry of Interior.

Municipalities are key to development in several sectors, including road construction,
and solid waste management. If municipalities have access to more budget funds
then, in terms of small-scale projects implemented through local contractors, they
can implement in areas and at a speed that is not feasible for donor-executed
projects, at least in principle.

However, in practice, it was clear from the six case studies that there are widely

differing views on the accountability relationship of district municipalities from
one province to another, despite the fact that their independenceis clearly set out
inlegislation. This needs to be clarified and communicated to all provinces and
municipalities. In some cases, where extreme dependence on provincial
municipalitiesisthe practice, training will be needed for district municipalities to
reestablish administrative functions.
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Introduction

Nationally, the lack of opportunities for education and the disruption of service
delivery caused by war, migration and economic hardship have created entire
generations with limited or disrupted education. By the end of the years of conflict,
Afghanistan’s education indicators ranked among the lowest in the world, with
significant gender gaps and wide urban/rural and geographical disparities. The
estimated gross enrollment rate of primary education (the percentage of school
age children attending school) was three percent for girls and 38 percent for boys
in 1999, out of an estimated primary school age population of 4.5 million (UNESCO,
Education for All Report, 2000).

The potential contribution of arevitalized education system to the resolution of
Afghanistan’s many difficult problemsisimmense. Education is at the core of the
long-term program to rebuild Afghanistan, enabling progressin all other devel opment
arenas as well as facilitating national unity. While the challenges facing the
education system are enormous, there is a prevailing atmosphere of excitement,
expectation, and determination in schools and communities throughout the country.
Impressive progress has been made since the inception of the Afghanistan Interim
Authority and Transitional Islamic State of Afghanistan. Tapping into the
communities excitement and commitment for education, the government launched
a back-to-school campaign with UNICEF support, which resulted in more than 3
million children in school (grades 1-12) at the start of the 1381 school year, up
from an original estimate of 1.7 million.

But, the current education system has very limited capacity and resources to supply
basic inputs — teachers, textbooks, materials, and buildings — and achieve real
learning outcomes. The total ordinary budget for education for 1382 is 5,630
million afs., up from 1,912 million afs. as budgeted in 1381. While there is no
budget execution data for 1381 on a full-year basis for the country as a whole,
1381 expenditure data from the six case study provinces were available. Theresults
are summarized in Table42. Thistable showsthat actua spending by the education

Table 42: Accessto Government-Funded Education Resour ces
1381 expenditures (afs.) 1382 expenditures (afs.) Lot
i Population
Budget Séecrt]léﬁllg Eg,eggéﬂ% Budget peBruga?oeitta peEJ school
Badakhshan 5,944,200| 94,859,323 131 37,766,100 52 2,134
Bamyan 4,989,700 32,810,596 84 5,686,650 15 1,830
Faryab 19,429,741 | 45,451,152 57 20,102,700 25 2,796
Herat 81,860,560| 148,545,439 77,801,700 64 3,639
Kandahar 7,443,685 84,979,518 93 35,212,500 39 2,929
Wardak 20,605,500| 21,285,594 47 27,346,650 61 2,439

Source: Provincial mustoufiats and education departments; Ministry of Finance; population data
CSO 2003/04 estimate.

In addition to the six case studies, this chapter has benefited significantly from inputs and comments
from Helen Kirby of Save the Children (US), aswell asareview of the provincial materials by Winkler
(2003). This section was prepared in collaboration with Keiko Miwa (World Bank).
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ministry in 1381 significantly exceeded budget, and will require a reduction in
spending if the 1382 budget limits are met. This table also shows the variance
across the six provinces in terms of per-capita spending on education, as well as
the population per school.

In addition to the ordinary budget for the Ministry of Education, the required
spending under the development budget for education and vocational training is
$250 million, or about twice the size of the ordinary budget for Ministry of
Education.

In addition to limited resources, the system is plagued with few quaified educators,
managers or technicians. Thereisacomplete absence of any information technology,
and there is no communication system to connect Ministry of Education and
provincial education departments (PEDs). Physical facilitiesat provincia departments
and district education subdepartments are very basic with little or no electricity,
let alone means of communication, computers, or transport to support school
activities. Furthermore, ingtitutional capacity inthe provincia education departments
and district education subdepartmentsis limited, with little experience in priority
setting, data-supported planning, or management of service delivery.

Overlaying these problems is a remarkably centralized education system; almost
all key decisionsaremadein Kabul. Even the provincial and district offices have
very limited decision-making authority, and community managed schools are
unheard of, except those sponsored by NGOs and donors. From curriculum
development, to teacher training, to approving the recruitment of teachers and
school heads, selection and production of texts, and, especialy, controlling financing
and spending, the central Ministry of Education almost completely dominates
decision-making. With few exceptions, a culture of dependency on the center
pervades the education sector in Afghanistan.

While the principle of ahighly centralized education administration is not unusual
in poor and developing countries, what is surprising is the extent to which
stakeholders continue to act asif Kabul were the source of all wisdom and power.
Many countriesin Africa and Latin America have historically imitated the highly
centralized educational administration of their former colonia powers, but when
the state has largely collapsed economically and administratively, local citizens
have often taken it upon themselves to create, finance, and manage community
schoals.

As a "post-conflict" society, Afghanistan has responded differently than its
counterparts on other continents. In its strong role of the center, it is more similar
to the countries of the former Soviet Union immediately after the fall of socialism
than it isto other low income, "post-conflict" countries. Afghanistan’s functional
responsibilities across the national, provincial, district, and school levels have
altered very little from its pre-conflict state. In contrast to East Timor, El Salvador,
Kosovo, SierraLeone, and other post conflict societies, the pre-conflict organization
of education appears not to have been discredited. In this sense, the brief window
of opportunity that post-conflict regimes in other countries have enjoyed for
adopting and implementing radical reforms appears to have escaped Afghanistan.
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System Overview

Preliminary analysis of the recent national survey on learning spaces — primary,
middle, and high schools — shows both positive trends and persistent disparities
(see preliminary analysis from Ministry of Education and UNICEF, 2002). The
survey indicated that 30 percent of the studentsin school in 1381 were girls; and
out of the 73,000 teachers, 28 percent were female. Gender disparity varied
significantly between geographic areas. At the lowest end of the scale was Uruzgan
Province, where there were no female teachers last year, and girls constituted only
two percent of children in school. In the provinces of Paktya, Kapisa, Paktika,
Kandahar, Zabul and Ghor, girls made up lessthan 15 percent of children in school,
according to the survey. In contrast, girls constituted 45 percent of the 500,000
studentsin Kabul City, and 65 percent of teachers there were reported to be female.
At 38 percent, Herat ranked second in the survey after Kabul in terms of girls
representation in school enrollment.

Table 43 summarizes the key statistics in education for 1382 for the six case study
provinces.18

Table 43: Provincial Departments of Education: Summary of Key Statistics, 1382

Students Teachers Students | Number | Students
. : per of per
Boys | Girls | % Girls| Male | Female | % Female | teacher | schools | school

Badakhshan | 93,873 | 57,127 | 37.8% | 3241 | 1431 30.6% 32 340 444
Bamyan 38,584 | 16,828 | 30.4% | 1,570 223 12.4% 31 214 259
Faryab 75,859 | 24,904 | 24.7% | 2,477 871 26.0% 30 284 355
Herat* 158,453 | 97,906 | 38.2% | 3,572 | 2,255 38.7% 44 332 772
Kandahar 96,940 | 17,567 | 15.3% | 2,491 421 14.5% 39 312 367
Wardak 74,784 | 17510 | 19.0% | 2,243 151 6.3% 39 184 502

Note: * 1381 data.
Source: Provincia departments of education.

One of the most significant findings from the survey was that approximately 50
percent of children enrolled in schools in 1381 were in grade one, due to the
massive return of children to schools after a gap of many years. Thisresulted in
large grade one classes of mixed age composition. Of all children attending school,
92 percent were enrolled at the primary, and only 8 percent at the secondary level.
Comparable statistics for the six case study provinces (for 1382) are shown in
Table 44.

According to the national learning spaces survey, avariety of education delivery
channels exist. Out of the 6,784 "learning spaces" assessed in 32 provinces, 69
percent are government schools and 31 percent are non-formal schools, including
community schools, home-based schools, mosques, and NGO schools. In Herat,
for instance, out of the total of 332 "learning spaces" assessed, 35 are non-formal
schools, constituting approximately 10 percent of school facilities availablein the
province.
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Table 44: Share of Students Attending Primary School

; % of Studentsin
Grades 1-6 (primary) Grades 7-12 primary school

Boys | Girls | Total | Boys | Girls Boys Girls | Total
Badakhshan | 76,461 | 50,202 | 126,663 | 17,412 | 6,925 81.5% | 87.9% | 83.9%
Bamyan 21,820| 12,043 | 33,863 | 16,764 | 4,785 56.6% | 71.6% | 61.1%
Faryab 67,792| 22,304 | 90,096 | 8,067 | 2,600 89.4% | 89.6% | 89.4%
Herat* 142,298 | 90,393 | 232,691 | 16,155 | 7,513 89.8% | 92.3% | 90.8%
Kandahar 91,448| 17,503 | 108,951 | 5,492 64 94.3% | 99.6% | 95.1%
Wardak 64,720| 17,503 | 82,223 | 10,064 7 86.5% [100.0% | 89.1%

Note: *1381 data.
Source: Provincial departments of education.

Current Circumstances at the Provincial and District L evel
Provincial structures and responsibilities

Thereisagenera presumption in the education sector that the government is, and
should remain, the principal provider of education services. Functional
responsibilitieswithin the sector are set out in Table 45. Some educational services
are provided by other agencies such as UNICEF, UNHCR, IOM, WFP and UNOPS
aswell as several NGOs, such as the Swedish Committee for Afghanistan (SCA),

the Norwegian Committee for Afghanistan (NCA), AfghanAid, the AKDN, Idamic
Relief, and CARE. The type of activities that U.N. agencies and NGOs support
varies a great deal. UNICEF directly supports PEDs with school supplies, in-
service training, and office equipment. Some NGOs provide direct support to
schooals, including salaries for teachers, school rehabilitation and construction, and
teacher training. For instance, SCA, which has along history in the country, still

Table 45: Functional Responsibilitiesin Education

Level of Funded internally External Funded externally
governmental | (governmental budget) provider (whally or partially)
administration

Ministry of Education policy and NGOs » Textbook printing
Education strategies Donor  Technical assistance
Staff appointments agencies (education policy and
above grade six UNICEF strategies, curriculum
School registration, devel opment, textbook
school construction, and selection)
rehabilitation » School construction and
Curriculum rehabilitation
development, and  Sdaries, materials, and
textbook selection equipment

Staff allotments, funding
of salaries, materids, and
equipment
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Provincia  Staff appointment for * Provision of supplies
education grade six & below * Supervision
department « Distribution of materias * Teacher training (in-
(PED) * Inspections service)

» Academic supervision » Sdaries, materials, and
equipment

School construction,
and rehabilitation

District * Inspection Provision of supplies

education * |dentification of needs Supervision

office (DEO) for teachers, materials, Teacher training
equipment, construction, Salaries, material, and
and repair equipment

« Distribution of supplies School construction,

and rehabilitation

Schools e Provision of education | Communities School construction,
rehabilitation, and
maintenance (provision
of land, labor, and
materials)

» Teacher salaries

Source: AREU/WB staff assessment.

funds 22 schools in Badakhshan, and together with CARE, provide virtually all
education opportunities for girlsin Wardak. Islamic Relief supports 42 schools
in Kandahar with school building rehabilitation, educational supplies, teacher
training, and establishing parent teacher associations (PTAS). Other agencies, such
as|OM and AKDN, are involved in school construction only. Local community
participation provides some land and labor. Despite this broad range of external
support, all actors strongly agree that the government holds overall responsibility
for service delivery and for educational outputs.

The government’s primary education structure consists of a primary education
presidency in the Kabul Ministry of Education, which isresponsiblefor administrative
management of the system. A separate presidency is responsible for teacher
training and curriculum development. Each province has an education department
that is responsible for carrying out national policies and administering finances
allocated by the central government.

The provincial education departments (PEDs) are formally accountable to the
minister of education in Kabul but clearly in many cases have some loyalty to the
provincial governors. A director heads the PED and the minister of education in
Kabul approves the appointment to this position. Generally, PEDs have two (or
sometimes three) deputies, with responsibilities split between administration and
academic affairs. The deputies supervise department heads of which, typically,
there are eight or nine. The departments under the administrative deputy director
generaly include planning, administration, supplies and materials, and personnel
and recruitment. The departments under the deputy director for academic affairs
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include monitoring and supervision, student affairs, sport, and adult literacy. Each
department head manages ateam of people, the largest likely to be monitoring and
supervision. Figure 12 shows a standard structure for PEDs, and isillustrative of
the case study provinces, though specific configurations vary.

Figure 12: Typical Structure of Provincial Education Department

| Provincial Education Director |
I
|

| Deputy Director, Administration | [ Deputy Director, Academic |

—| Administration, Accounting | —| Monitoring & Supervision |

— Planning | — Student Affairs |

—| Personnel & Recruitment | —| Sports |

—  Materials, Supplies | — Adult Literacy |

Source: AREU/WB staff assessment.

Thedirector also supervises the district education subdepartments or offices (DEOS).
Generally, these are comprised of a small team of between five and seven people
that includes school supervisors, one or two administrators and a storekeeper, as
shown in Figure 13. DEOs view themselves as the primary executioners of all
government policies and decisions, and as the primary liaison between government

Figure 13: Typical Structure of District Education Office

| Deputy Director, Academic |
Supervisors Administrators Storekeeper

Monitors schools Registers students — Manages inventories

Conducts seminars Drafts school requests

for teachers Drafts school directives

Makes timetables | prenares all forms

Manages e.g. payroll, job applications
administrative affairs

Source: AREU/WB staff assessment.
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and the school. They suggest teacher appointments to the PED, propose new
schools, and maintain contact with the NGOs within the district.

The PED isrequired to report, in writing, on aquarterly basisto Kabul. DEOs are
required to report in writing on amonthly basis to the PED, but in many cases the
mission teams found little evidence of district reporting beyond the preparation
of attendance sheets.

An overriding impression from discussions with education personnel is that the
structure of the education service is strong and all staff are knowledgeable about
how government education services should function.

Planning and budget preparation

In the past, the PEDs prepared a budget request or plan that was sent to the Ministry
of Education in Kabul for approval. In at least some provinces, aprovincia "budget
board," made up of the various department heads, would discuss budget requests
along with other department budget requests, before they were sent to Kabul.
Once the Ministry of Finance in Kabul approved the education ministry’ s overall
budget, the ministry would prepare quarterly allotments for each of the provincia
education departments, based on the original request.

However, the budget planning process described above has not been followed for
many years; more recent experience suggests there is atotal lack of provincia or
district involvement in the budget planning stage until after the allocations are

decided. For the 1382 school year, some provinces were asked to provide basic
information on the number of teachers, students, and schools, to be used by the
ministry in Kabul as abasis for budget preparation.

While a substantial amount of information in the form of standardized reports
passes from school s to district subdepartments, to provincial departments, and then
onto Kabul to inform future planning, there appears to be very little, if any, formal
analysis done using the information that is collected. Thereis aso no basis for
comparing enrollment to school-aged population (no data available) and no standard
definition of school catchment areas (geographic area covered by a particular
schooal). Therefore, even gross enrollment ratios are not calcul ated.

In the future, the planning process will be further complicated by the existence of
the NSP. Under this program, community development committees will be able
to identify school construction projects as a priority for funding under the NSP.
However, approval must be linked to the ministry’s planning for its ordinary
budget, as new schools mean more teachers. If the NSP is going to build new
schools, the ministry should be putting aside a number of additional teachers (and
other operating costs) to support these projects. Thismay be a mechanism to push
the ministry to engage districts more actively in the planning process.

Planning also appearsto refer only to inputs such as buildings, teachers, children,
books, and not to processes, such as teacher training or supervision, or to outcomes,
such as number of children with the intended level of competency at each grade,
or even the number of children passing an end-of-year exam.
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PEDs and district education subdepartments are not involved in curriculum
development, and never have been. They do not make decisions about the school
timetable, such as how many hours for each subject, or about school holidays and
exam scheduling timings. Such decisions are all made in Kabul.

Staffing and salary payments
Table 46 summarizes the number of education staff in the six case study provinces.

The reported salaries received by government teachers varies between 1,200 and
1,600 afs. per month.19 Such low pay is considered to be the reason why education
jobs are accorded little status. Though thereisaview among staff that these salary
levels are too low to attract qualified teachers, low salaries have not prevented
people from joining the education ranks, as has been shown in the dramatic increase
in the number of teachers recruited. Teachers are paid for 12 months each year,
although they have 10 weeks' break in the winter (north) or summer (south).
Administrative staff and the school principal are at school full time.

There seem to be no direct top-ups or incentives for education positions given by
NGOs, but UNICEF pays top-ups for some administrative positions that were
originaly identified to implement the Back-to-School Campaign. In Bamyan,
however, NGO schools were also reported by the DEOs as government schools.
Consequently, in 1381, teachersin NGO-supported schools received double salary,
and the practice is continuing into 1382. It is possible that this practice has also
been occurring in other provinces with NGO supported schools.

Table 46: Number of Education Employees

Teachers Administrative staff

Male | Female| Total Male |Female] Total Male

Badakhshan| 3,241 | 1,431 | 4,672 998 36 1,034 4,239

Bamyan 1570 | 223 | 1,793 na na na na

Faryab 2477 | 871 | 3,348 41 1,134 3,570

Herat 3572 | 2,255 | 5,827 1,324 4,609

Kandahar 2,491 421 2,912 na na na

Wardak 2243 | 151 | 2,394 545 2,788

Source: Provincia departments of education.
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In Kandahar, the governor chose to
provide extra support unilaterally to
teachers (see Box 27); it is possible
this practice has happened in other
revenue-rich provinces as well.

Compared to the health sector, where
doctors are able to earn a significant
amount through private practice,
teachers have no such source of
private income. At the moment, it
appears that most teachers are
teaching one shift, evenif the schools
operate double shifts. Those who
actually teach double shifts receive

Box 27: A Governor's Financial
Contributions

In Kandahar, the former governor’s personal
contribution in education was emphasized in
comments from both the governor himself
and the head of the provincia education
department. However, it seems the support
from the governor has not been provided in
asystematic manner. It isreported that the
governor doubled teachers’ salariesfor a
number of monthsin 1381, as he did for all
other government employees, but theincrease
was only given to certain teachers, not all.
He al'so contributed clothing and cash to a
select number of female teachers on
International Women's Day.

some extra salary. It was reported in
Kandahar that some teachers who
taught double shifts were listed in the payroll twice — once as a karmand and once
as an agir; but this does not appear to be awidespread practice. As noted above,
there has been some recent pay reform.

The typical steps for the payment of teacher salaries are similar to the general
payroll process described above:

*  Prepare aform (either an attendance form or the M41 payroll form) at each
school listing the number of teachers for each grade/step
Consolidate all forms from schools at the district education subdepartment
Consolidate all subdepartments at the district finance office
Take payroll formsto the provincial mustoufiat
When the check is received, cash at the central bank branch in the provincial
capital
Bring the cash to the district cashier
Pay the cash to the principal of each school (by a three-person team from
different subdepartments of the district)

»  Pay theteachers (carried out by the principal).

There are some variations to this process. Most obviously, in some provinces, the
district education office takes the payroll to the provincia education office, which
then takes the forms to the mustoufiat, rather than relying on the district finance
office. In some cases, individual schools deal directly with the PED.

Recruitment

Teacher grades reflect the basic grading system found throughout the public sector.
The rank-in-person arrangements mean that grade level islargely determined by
seniority (length of service) rather than merit. Grade levelsare not fixed for various
positions and, in principle, it is possible for a director and a teacher to have the
same grade level if they have the same length of service. A new teacher who has
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completed high school will join at grade 10, and after three years may ascend one
grade level. It isseemingly very rare for ateacher not to advance a grade level
for every three years of teaching. Even without a change of post, a teacher may
ascend through Afghanistan’s 12 public employment steps or grades — one step
every three years for junior staff and one step every four years for more senior
staff. School principals or administrators might therefore occupy alower grade
than some of the teachers they supervise. Thisisundoubtedly a deterrent to young
peopl e considering joining the education service.

The governor approves al new hires at grade six and below. If a head teacher
wishes to appoint a teacher or head teacher, the application is sent via the DEO
to the PED and then to the governor. There is no selection process for positions
in the education service. A person isrecommended by a principal, the DEO, the
director, the governor, or another influential person. Teachers often start work
before approval is given, despite the apparent absence of back pay. More senior
positions, such as director and deputy director in the PED (grades 3 and 6) are
approved by the minister of education in Kabul. Formally, the governor need not
approve, but in practice, he must be in agreement.

The PED is supposed to be given an updated allocation for appointments (tashkeel)
every year. The Ministry of Education in Kabul must give permission before
additional posts are created. However, in 1381, provinces did not receive new
tashkeels, and only belatedly received them for 1382. Asaresult, some provinces,
such as Kandahar, have not been able to fill the increased demand for teachers due
to the increased enrollment.  (In the case of Kandahar, the PED did prepare and
send to Kabul arequest for the 1381 tashkeel before the start of 1381, aswell as
arequest for the 1382 tashkeel. However, they never received areply from Kabul
for either request.) In many other provinces, however, the formal tashkeel for
education has simply been ignored, and additional teachers hired as needed.

Asdiscussed above, throughout 1381, the Ministry of Finance did not enforce the
tashkeel limit and paid all salaries that were submitted. It also paid salariesin
cases where the individual employee had not been approved into his or her position.
For 1382, however, the Ministry of Finance is enforcing the rules, and this situation
has been further aggravated as some provinces have discovered that, upon submitting
payrolls for the first quarter of 1382, even the "approved" tashkeel exceeds the
approved takhsis, meaning that there are not even enough fundsto pay the approved
tashkeel. This problem has been most dramatic in the education sector. Because,
in part, of the delays in communicating the quarterly allotments and the tashkeels
to provinces, this problem cameto light only after the first quarter had passed and
many teachers were not getting paid as aresult.

Management and staff development

Most teachers have a very narrow range of teaching skills and gaps in subject
content knowledge. Rote learning methods dominate. These problems, along with
the large numbers of over-aged students (especially in the early grades), make the
teaching-learning process challenging.
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For most teachers, the level of
education isvery low. In Wardak,
for instance, only 6 percent of
teachers have more than a grade 12
education. In Kandahar, more than
65 percent of teachers have not
completed 12th grade. Some in-
service teacher training isnow being
provided by NGOs, but most
teachers have had little or no formal
teacher training over the course of
their careers. Trainingisdtill lacking

Box 28: Teacher Quality in Badakhshan

In Badakhshan, some local people are taking
the issue of teacher quality into their own
hands. The school education committee in
Baharak District decided that although the
district lacked six teachers, they would wait
to fill the positions until professiona teachers
had been found. In Ishkeshim District, the
parent-teacher committee devised acertification
examination that they administered to al who
had completed grade 12 and wanted to become
teachers, but who had had no forma training.

for education administration, head
teachers and school management.

There is extensive formal monitoring of teaching standards by the provinces, but
little formal community oversight. (Some districts in Badakhshan are exceptions,
see Box 28.) Supervisors and monitors are required to produce a report of each
visit and to write in the school "inspection book." Visits consist of checking student
and teacher attendance, the school building, administration, student enrollment,
academic performance and teaching, and sometimes even giving model lessons.

Promotion of teachersis based on a performance evaluation after three years of
service. The headmaster gives points and the PED manager reviews the supervision
reports. For the permanent staff of grades 1 and 2, approval is required from the
president, and for grades 3-5, approval isrequired from the Ministry of Education.
For agir staff of grades 1-2, the approval is required from Ministry of Education,
and for grades 3-9, approval is required from the provincial governor and PED
(see Table 33).

Infrastructure and non-salary expenditures

Thelearning environment of all schoolsisstill very basic in the best of cases, and
overcrowding isrampant in many schools. According to the learning space survey,
only 29 percent of schools function in a dedicated school building. Shelters, tents,
mosques, and private houses constitute another 27 percent, and 10 percent of the
schools are held outside. Of the schools with buildings, 30 percent have been
completely or mostly destroyed, 8 percent have sustained minor damage or only
require cosmetic repair, and another 7 percent are partially destroyed. Fifty-two
percent of the schools lack water facilities, and 75 percent lack sanitation facilities.

PEDs receive virtually no non-salary operating budget. As aresult, the very basic
inputs for education — textbooks, teaching and learning materials, and appropriate
learning spaces— are severely lacking. Supply of textbooksis massively inadequate;
in Faryab, for example, as few as 10 percent of children in some schools had
textbooks at the end of 1381. To the extent that textbooks and other materials are
available, UNICEF and various NGOs supply them, not the government.

Some PEDs have been renovated. Generally there are no communications except
a telephone in the director’s office, and these can only make calls within the
municipality.
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There used to be a system of travel and daily allowances and travel allowances are
apparently still supposed to be paid, but it is an extremely small amount. Though
claims have been processed, they have not been paid.

Locally generated education revenues are reported to be small. For example,
following a meeting of provincia education directorsin Kabul in September 2002
where Education Minister Qanooni launched the maar ef-qachkol initiative (literaly
the "education alms bow!" initiative), the Faryab PED launched its own " Support
to Education” campaign and raised 150,000 af s.

Historically, it is reported that there has been very little community contribution
to education. Thisis partly attributed to poverty and partly to the strongly held
belief that education should be free and provided by the state. However, this may
be changing and some communities, or at least the wealthier members, have
contributed to education with land, water, labor, and equipment, such as blackboards.
Communities also pay mullahs (in cash or in kind) to educate their children in
mosgue schools, and increased attendance at mosque schools during the regular
school winter break is common.

Implicationsfor Provincial Education Service Delivery

Government has achieved much. There is an education service provided by
government that functions— albeit inadequately — and most key positions arefilled.
There is thus a structure in place to deliver an education service, including a
structure for monitoring and supervision, and there are regular salary payments
and functioning local teacher recruitment processes. Thereisavery high demand
for education and a growing willingness from communities to contribute.

Nevertheless, the conditions for educationa development in Afghanistan, especially
in terms of improving quality, do not look promising. Thereisno shared vision
of the problems and priorities facing the education sector. There appearsto be no
prominent champion of reform at either the national or provincia levels, and there
isaremarkable degree of complacency with the status quo. The highly centralized
administration of education does not encourage innovation, and tight expenditure
controlsat dl levelsamost dictate an inefficient use of scarce resources. Community
participation in the schools exists only as aresult of NGO activity and will likely
disappear along with donor/NGO financing. Still, even in this gloomy context,
there are entry points for donors wishing to bring about quality-enhancing reforms.

While the wide variation in context across post-conflict societies makes
generalizations and conclusions difficult, there are some general parallels that can
be drawn (see Buckland, 2003):

»  Conflict inflicts serious damage on education systems — schools and textbooks
are destroyed, teachers are killed or displaced, enrollments decline.20
Schooling is surprisingly resilient — despite the loss of teachers and schools,
enrollment rates quickly recover.2l This resiliency gives donors and the
government the opportunity to pay immediate attention to education quality,
not just enrollments.

Surprisingly, teacher recruitment is not a difficult problem. Relaxing teaching
credential criteria and contracting temporary teachers solves the problem
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despite seemingly low salaries. However, there is an urgent need to rebuild
and modernize teacher education facilities to support quality improvement.
International donors put greater emphasis on emergency recovery than on
institution building, thereby largely missing the brief window of opportunity
to introduce lasting reforms.

Reconstruction that starts with and emphasizes the role of the community
offers the best hope for sustained education improvements. The community
involvement and participation that often develops during conflict must be
further nurtured post-conflict, or it will be lost.

The fact that recovery efforts are often led by international donors combined
with the bias towards emergency relief trandatesinto afailure to build capacity
in the education ministry, resulting in aweak counterpart for donors working
for longer-term educational development.

Given the Afghanistan context, as well as the lessons of post-conflict experiences
in the education sector, the following are possible elements in a donor strategy
that could bring about the kind of institutional development that will lead to higher
quality and improved efficiency in Afghanistan. Such a strategy presumes there
will be no mgjor effort to devolve education responsibilities to the provincia or
district level.

Drive reform efforts from below by focusing on the school and the school
community. There are numerous ways to do this, such as through school
rehabilitation funding and school improvement plans. But such actions need
to go hand-in-hand with "educating” community members in effective school
practices.

Community participation is not sustainable, however, without the government
delivering on its obligations. There are lots of examples where communities
found building or other structures to house a school, found teachers, and even
provided basic equipment, but have waited and waited for salaries and textbooks.
This means paying salaries promptly and getting the supplies out.
Concurrent with driving demand for reform from below, engage senior
educators inside and outside the government in dialogue about education
reform and expose them to international experience. To yield sustained
benefits, this should be a systematic 3-5 year effort supported by all donors.
While stimulating innovations and demand from below and exposing ministry
officialsto international experience, encourage a bottom-up national discussion
and debate on education to build a consensus around problems and priorities
for change. Government, NGOs, and local communities need to be active
participants in this debate.

Move as quickly as possible to put capitation (population-based) grants to
schoolsinto practice. Funding for textbooks, for example, could be transferred
to schools. For practical reasons, thiswill take time to implement across the
system, but someinitial pilots might provide some good experience on which
to build.

Focus capacity-building efforts in the national ministry of education on those
areas where the central government should be involved, such as curriculum
design, teacher assessment, student assessment, data management and analysis,
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policy analysis, and budget preparation, while encouraging delegation of
personnel and budget management responsibilities to ministry offices at the
provincia and/or district level.

Build planning capacity in provincial and district offices. Thishasto beatop
priority, and is a precondition for successfully implementing many of the
strategies listed above. They need to decide their priorities, and lay out short-
and long-term plans, including financial implications with performance
indicators, for expected achievements over the course of the plans. Thistype
of planning can provide a framework for supporting reforms both at the
community level and at the center.

It must be said, however, that building community-focused participation must
proceed slowly, if real reform isto proceed. It must be preceded by improved
awareness and understanding of appropriate education goals, such as enrollment
of girls. Otherwise, the very real risk isthat communities, if given more authority
too quickly, will simply reinforce traditional views on education — holding back
reform rather than driving it forward.
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The National Context

Since the end of 2001, the Ministry of Health (MoH) has made significant progress
in determining the direction of the health sector and formulating policy at the
national level in Afghanistan. The public investment program for health reflects
the public health prioritiesin the country. The six major subprograms are;

Reduction in under-five mortality;

Reduction in maternal mortality;

Addressing malnutrition;

Prevention and control of communicable diseases,
Addressing inequitable distribution of health services; and
Capacity building.

The health devel opment budget for 1382 is $173.5 million and funds are committed
for 75 percent of this amount (Government Donor Assistance Database [DAD],
as of October 28, 2003). In addition, the ordinary budget for health is 1.25 billion
afs. ($29 million) for 1382.

The Ministry of Health has drafted an interim health strategy, the principles of
which are consistent with those of the NDF; the strategy emphasizes the ministry’s
stewardship role (planning, supervising, monitoring, and evaluating implementation
of services) rather than direct implementation. The strategy, recognizing that
Afghanistan has the fourth highest under-five mortality rate in the world and
perhaps the highest maternal mortality ratio, also emphasizes the need to deliver
services quickly in the most under-served rural areas. The content of such services
is described in the Basic Package of Health Services (BPHS). The BPHS places
an appropriate emphasis on basic primary health care, while prioritizing the building
and equipping of hospital facilities that can deliver emergency obstetric care.
There are four major donors in the health sector: USAID, World Bank, EC and
UNICEF (which is both a donor and implementer of projects). The BPHS has
been agreed by all these major donors as well as by the major NGOs in the sector.

The primary method for delivery of services will be through donors contracting
NGOsfor delivery of services asoutlined in the BPHS. These contracts are known
as performance-based partnership agreements (PPAS). While the geographic unit
for each PPA has been a source of controversy among the major donors (the World
Bank has proposed a province-wide unit while other donors favor a cluster of
districts), there is a general consensus on the desirability of contracting through
NGOs to deliver the BPHS, developing performance measures and conducting
evaluations according to such measures. The Ministry of Health, through its grants
and contracts management unit, isinvolved in the evaluation of proposals and in
planning. It isenvisioned that the Ministry of Health will also have a prominent
role in monitoring and evaluation of such PPAS.

In addition to the six case studies, this chapter has benefited from areview of these materials by Graham
Scott (Southern Cross International/World Bank), and from detailed comments from Dr. Hirabayashi
and Peter Salama (both of UNICEF) and Paul Fishstein (MSH).
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Figure 14: Distribution of Health Service Delivery Contracts by Donor
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Thefirst contracts for PPAs and PPA-like agreements have now been signed and
donors have agreed on a geographical distribution of priority provinces and/or
districts, as described in Figure 14. 1t will be noted that a number of provinces
and districts are not included in the map. For some of these areas, there is some
expression of interest by donors, but specifics, including funding, may not yet be
inplace. For instance, the Asian Development Bank (ADB) is not included on the
map, as it has not decided its target districts in Badakhshan and Ghor Provinces.
Even till, there are some districts where there are no plans for contracting out
services.

The Casefor Contracting Out Health Service Delivery
Whileit is not the purpose of this paper to judge the appropriateness of this policy
choice, it is useful to lay out the arguments that have led to thisdecision. The case
for contracting out the provision of primary health care rests on three points. sector
investment, institutional agility and speed, and efficiency.

The first argument is easily made. The government of Afghanistan does not have
enough money within its own budget to spend on health. For the 1381 ordinary
budget, health sector planned spending (948 million afs.) anounted to 6.06 percent
of the total budget, dwarfed by the shares to education and security. On a per-
capitabasis, 1381 spending on health is shown in Table 47, with Kandahar at 19.89
afs. per capita, Herat at 18.18 afs. per capita, and Bamyan and Faryab at 5.23 and
5.85 afs. per capita, respectively. For 1382, atotal budget of 1,256 million afs.
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has been allocated to health sector spending. While this represents a 25 percent
increase over last year’ s budget, the problem of inadequate funding remains. Based
on admittedly unreliable data, it appears that, in contrast, the resources available
for the health sector from the major donors, including the World Bank, will amount
to about $4 per capita per year, or about 175 afs. (World Bank staff estimates).
Arguably, thisfunding is only available because donors are more reassured by the
fiduciary arrangements implicit in the contracting approach.

Table 47: Key Statistics, Public Health Sector

: . Provincial expenditures 1382 1Q
Active health facilities? 1381 (afs.) allotment

Total |Population/|  Actual Spending h;gfm
Hospitals| Clinics |facilities| facility expenditures | per capita® (afs)

Badakhshan 725,700 1 19 20 36,285 6,985,338 9.63 8,090,880
Bamyan 391,700 3 5 8 48,963 2,048,522 5.23 2,197,109
Faryab 794,100 3 7 10 79,410 4,647,147 5.85 3,692,689
Herat 1,208,000 1 23 24 50,333 21,962,106 18.18 9,038,007
8
3

Province [Population

Kandahar 913,900 13 21 43,519 18,176,621 19.89 6,501,086
Wardak 448,700 7 10 44,870 2,752,968 6.14 3,981,768

Notes: & CSO 2003/04 estimate.
b/ National Health Resources Survey, September 2002, MoPH/USAID/AHSEP.
c/ 1381 actuals/ 2000 population stats.

Source:  Provincial health departments, MoF, and as above.

Apart from the fiduciary concerns of the donors, it is unlikely that the government
could spend the necessary amounts of money quickly enough to achieve any results
in the short term. In 1381, there was a significant budget execution problem in
health. At year end, total expenditures were only 541 million &fs., or 57 percent
of thetotal allotment. For 1382, it islikely that the execution rate will be higher
as by the second quarter, 343 million or 27.3 percent had been spent. However,
it does suggest that government has a problem in scaling up rapidly, especialy to
the level planned by donors.

The parallel argument concerning institutional efficiency is moreintuitive, athough
it is strongly bolstered by research on Cambodia (Bhushan, Keller, and Schwartz,
2002). The results of a survey in Cambodia showed that contracted districts
consistently outperformed the control districts with respect to the predefined
coverage indicators. The presumption is that if the funds were simply given to
government to hire more staff, then they would not spend those funds wisely —
through poor hiring practices, patronage appointments, poor incentives for staff,
and low attendance rates at clinics.

Current Circumstances at the Provincial and District L evel

While these arguments present a strong case for action, contracting out will also
have significant implications for local public administration, both in the short and
medium terms, which the new arrangements must address. But before these
implications can be discussed, it is useful to review the current status and issues
that exist in the provincial administrative structure. Some of these are common
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across the public sector and reflect the same fiscal and administrative i ssues raised
earlier in this section. Others are unique to the health sector.

Provincial structures and responsibilities

In health, in contrast to the education sector, the current allocation of functional
responsibilities is ambiguous. The Ministry of Health in Kabul has responsibility
for overall policy-making, and, more concretely, for approving the organizational
structures of the entities at subnational levels. The minister authorizes recruitment
of al senior staff (grades 3-5).

The provincia health department (PHD) reall ocates staff between facilities, within
the establishment authorized by the ministry, hires staff from grades 6-10, and
contracts for basic services. Theregion, the province, and the districts all manage
hospitals. Some districts also are responsible for a combination of basic health
centers, sub-health centers, maternal and child health clinics (MCH), and an
expanded program of immunization (EP!) clinics. Table 48 illustrates the services
that different facilities are intended to deliver. Municipal authorities have no health
service responsihilities.

Table 48: Intended Functional Responsibilities of Different Health Facilities

Nutrition

x | Rehabilitation

Regional hospital
Provincial hospital
District hospital
Basic health center
Sub-hesalth center

Maternal and child
health clinic (MCH)
Expanded program of
immunization

(EPI) clinic
Rehabilitation center

@
o
-
o
®
Q.
=
X
X
X

X > | > |Surgery (any)

x |x [x |Delivery
< [ x [ X |Diagnostic lab

x [ x |x | x |Antenatal care
x | x |x |x |Postnatal care

8
3
@
8
3
@
8
3
@

x | x |x |x | = [Outpatient services

x | x | x |x |x |Immunization
X | X | x |x [x [Health education

x
8
3
@
8
3
o]

Source: AREU/WB staff assessment.

Table 49 illustrates the overlap between the functions of hospitals at the provincial
and district levels, and emphasizes that external funding from NGOs and donors
is pervasive. The health sector also faces the same confusion arising from the
shadowy existence of the "region” as a coordinating layer of administration. In
preparing budgets and plans for the health sector, staff and managers face far more
uncertainty and potential conflict in assigning responsibilities (and therefore
budgets), and correspondingly more uncertainty about their accountabilities, than
their colleagues in education.
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Table 49: Functional Responsibilitiesin Health

Level of
administration

Budget-funded

Funded
externally

Ministry of Health

« Health policy-making

« Contracts with NGOs

(Kabul) « Authorizing "organigram”
(staffing)

« Recruitment of staff: grades 1-5

« Private sector regulation

External funding is
pervasive across the
sector and isfound at
all levels of

Regional health
departments

« Aggregating health data
« Donor coordination (within the region)

administration and
for al functions.

(western provinces|

only) Regional hospital services:

* Surgery
 Antenatal care
« Delivery
* Postnatal care

« Outpatient services  Immunization
* [npatient services

« Rehabilitation

« Health
Education

° X-ray

« Diagnostic Lab

« Reallocation of staff
between facilities

* Recruitment of staff:
grades 6-10

« Contracting of services

« Procurement of drugs and
supplies

« Quality control of services

Province
vehicles

« Facilities mgmt: buildings,

« Provincial health plans

« Collecting basic health data
« Quality control of services
« Primary hedlth care

* Surgery
 Antenatal care
« Delivery
« Postnatal care

Provincial hospital services: » Outpatient services « Immunization
* [npatient services

* Rehabilitation

« Health education

o X-ray
(sometimes)

« Nutrition

« Diagnostic lab

Rehabilitation facilities: * Surgery

* Rehabilitation

District District health plans

District hospital services:

* Surgery
 Antenatal care
« Delivery
* Postnatal care

« Outpatient services * Immunization
* [npatient services

« Some nutrition
services

 Health education

« Some X-ray
services

« Diagnostic Lab

Basic health centers:
« Some limited
surgery
* Antenatal care
* Some delivery
« Postnatal care

 Outpatient services * Immunization

« Some nutrition
services

« Health education

* Some diagnostic
services

Sub-health centers:
« Some limited
surgery

 Outpatient services * Some postnatal

care
* Immunization

* Some antenatal care * Health education

Maternal and child health
clinics (MCH): * Antenatal care

* Postnatal care

« Outpatient services « Immunization

« Nutrition
« Health education

Expanded program of « Immunization

immunization (EP!) clinics: « Some nutrition services

Source: AREU/WB staff assessment.
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Prior to the introduction of the health service delivery contracts, the allocation of
responsibilities both within government and between government and donors and
NGOs was very unclear, with the former problem exacerbating the latter.
Government and NGO agreements are in the form of memoranda of understanding
(MoUs) and are apparently reached at the provincial level, although the central
Ministry of Health seems to have a say in according permission for locations and
activities of external agencies and has a registration system in place.

This multiplicity of actorsisleading to some conflicts. Provincia-level decisions,
such as staff reallocations, changes in the organizational structure, contracts with
NGOs, and charging for drugs are ambiguous and are subject to being overruled
by the Kabul Ministry of Health. Central policy requires that all health services
be provided free, but many NGOs and donorsinsist on cost recovery either through
consultation charges or partial payment (40-60 percent of the market price) for the
drugs dispensed. However, some may continue to provide drugs free to the poor.
Similarly, there is some confusion concerning charging for X-rays and laboratory
tests. Government feels that thisis inappropriate, as people are too poor to pay.
However, as they need money to address urgent health problems, some districts
have decided to charge fees regardless.

The formal organizational structure of PHDs is roughly as described for Faryab
(seeFigure 15). Thisseemsto betypical for other provincesin the study. Although
the structure shows different "departments,” in reality, most of these consist of
only one or two people. Moreover, in many cases, such as gastroenterol ogy,
ophthalmology, laboratory, the departments do not exist, owing to lack of staff,

equipment, or material. For instance, without electricity or cooling equipment,
the blood bank function can only be fulfilled when the donor and patient are present
at one time. In addition, there are no supplies required for analysis and testing.

Equally typical is the fact that the PHD structure has not been revised in many
years, even though it is outdated. In Kandahar, for instance, where the PHD is
located in the provincial hospital, the director noted that, while there had been a
lot of changes in both the structure of the PHD as well as the types and volume
of cases, the Ministry of Health has not revised the tashkeel, which contains the
positions that were created 30 years ago. For example, at one time there was a
separate obstetrics and gynecology hospital, but now this has been absorbed into
the provincia hospital without any changesin the tashkeel. Similarly, the hospital’s
tuberculosis control ward did not exist 20 years ago.
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Figure 15: Structure of Faryab Provincial Health Department
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Source: Faryab Department of Health.

Second, there is a significant bias towards physician-based and hospital-based
care. Infact, many of the provincia health offices are located in the provincial
hospital. Thereiscertainly great need and demand for curative care, but the system
isseverely lacking in outreach. Many patient complaints could be addressed more
cost effectively (in terms of financial and other material resources, patient time,
opportunity costs, and human suffering) through outreach. Community health
workers (CHWSs) and traditional birth attendants (TBAS) are being trained, largely
by NGOs whose different capabilities and philosophies translate into training of
various lengths and quality. But these important workers do not appear to be
integrated into the health system and so lack the steady supplies, continuous
"supportive supervision,” technical back up, and refresher training necessary for
their effective functioning.

Planning and budget preparation

As with the education sector, officialsin the PHDs are not involved in any aspect
of budget preparation. They are, however, engaged in a dialogue with the Kabul
Ministry of Health with regards to health planning. During annual planning
exercises, the provincial health director submits an annual budget request to the
Ministry of Health that includes salaries, supplies, and equipment, as well as
additional requests for new service delivery or administrative positions. In past
years, the Ministry of Health has consulted with the PHDs on the location of basic
health centers and other facilities at the district level.
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Planning is of course challenged by the problems of communication.
Communications between Kabul and the provinces are typically by pouch or
traveler. In general, both WHO and UNICEF provincial and regional offices have
been acting as links between Kabul and the provinces, using both phone and e-
mail. It seemsthat this system has become relatively formalized in most provinces.

Salary payments and staffing

It is considered the responsibility of the central Ministry of Health to ensure
availahility of human resourcesin terms of numbers, quality, and funding. However,
some agencies have expanded the number of staff in the health system through
special programs. For example, under the Ministry of Health structure, thereis
only one vaccinator per district. UNICEF has increased thisto ateam of two per
health facility or about five teams per district to meet the needs of the expanded
program of immunization.

NGO staff are working in many government facilities, and most front-line staff
receive supplementary payments from NGOs. In some cases, NGOs have recruited
staff directly and placed them in health centers. These staff are either returnees
or have resigned from government service. Some government-employed doctors
manage to negotiate their transfers to provinces and facilities where NGOs are
active, or obtain leave without pay — the current rules allow up to three years of
such leave.

Both donor agencies and NGOs have been providing "top-ups' to government
salaries, or incentives. For example, the Afghan Red Crescent Society (ARCS)
paid al staff 50 percent more than their government salaries. Doctors' salaries
paid by other international NGOs and agencies appear to be around $150-$200
per month (including the government remuneration). Nurses and midwives receive
about $120-130 per month, other paramedical staff about $100-150, and support
staff about $80 per month. Project managers in the Ministry of Health receive
about $250-300 per month. UNICEF has an elaborate effort-based system for
vaccinators involved in immunization campaigns or national immunization days,
paying $9 per campaign and $24 per month.

The current ad hoc approach to top-ups is generating some concern regarding
reporting lines. Many staff feel responsible to the donors rather than to the
government. The medium-term consequence of this may be a move by staff away
from government facilities to an emerging "private NGO sector."

Given this confounding situation, the government and NGOs active in the health
sector have agreed to standardize the incomes of workers in the health sector by
putting limits on the salaries that NGOs can pay. A document describing this
policy has been prepared by the salary policy working group in the Ministry of
Health (Salary Policy Working Group, 2003). If this effort succeeds, it would
have the effect of reducing some top-ups.

An unusual feature of the public health system isthe allowance of private practice.
It appliesto al employees, but is especially relevant to doctors. Aslong as doctors
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put in their hours (usually 8am-1pm daily) in the public facility to which they are
assigned, they can run a private practice afterwards. While there are allegations
that doctors often work fewer hours than required in the government system as a
result of this allowance, the arrangement is widely supported. It is believed to
benefit the public system insofar as it ensures the availability of doctors, and
reduces the pressure on the health system to pay high salaries because private
practices are quite lucrative. Top doctorsin the cities can apparently make $2,000
to $3,000 per month in private practice. Nurses and other health staff are also
known to have private practices (e.g. giving injections), but often engage in other
non-health related work to make ends meet. Varying levels of training among
paramedics may call some of their private practices into question. In situations
where qualified medical practitioners are in very short supply, paramedics have
both motive and opportunity to overstep their capabilities.

Recruitment

Health sector appointmentsin the provinces and districts follow the same framework
as for other sectors. In essence, the governor approves junior staff appointments
and transfers (karmand grade 6 and below and all agir staff), the relevant minister
approves karmand staff from grades 3-5, and the senior staff (grade 2 and above)
are appointed by the president. The provincia health director can discipline staff
by withholding or deducting amounts from salary, and can fire a person in the
event of major discipline problems. A staff member who is absent for more than
20 days without leave is automatically terminated. Once an adverse comment is
recorded, it becomes afairly permanent mark on the employee’ s record.

It is very difficult to recruit staff to the rural areas. Despite the plethora of top-
ups and incentives available, many health facilities are significantly understaffed.
Prior to 1979, incentives for serving in rural areas included a higher salary than
in urban areas, housing, and avehicle. These are now replaced by NGO incentives.
While medical graduates are required to work for two to three yearsin arural area,
the effectiveness of this has declined because of the availability of employment
with NGOs. To increase human resources in rural areas, local staff interviewed
advocated arural to urban salary ratio of 2:1. It was felt that other staff (such as
administrators and vaccinators) should get at least $150-200, and more in remote
areas. It should, however, be stressed that pay alone would not be enough. As
in other developing countries, Afghan doctors are an urban class and have high
expectations, both professional and personal. Adequately staffed, equipped and
supplied health centers, and technical support are critical to their satisfaction, and
facilities such as vehicles, good housing and amenities, and schooling for children
are among the basics expected. In the case of women professional s (both doctors
and paramedics), there are the additional needs for personal security and spousal
employment.

Management and staff development

Skills and capacity for both clinical and management work are weak. Those skills
that are available are inconsistent with current public health needs.

One of the first casualties of the tight resource constraints has been training. As
aresult, much-needed improvementsin technical and managerial competence for
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all cadres of workers are delayed or ssimply not made. Many doctors, for example,
have not been for refresher training or "exposure trips' for more than 20 years,
and are unfamiliar with modern medical technologies. Other than training provided
by the NGOs, training for either clinical or management staff is extremely limited.
In-service or on-the-job training is non-existent. Similarly, there is virtually no
access to new technology or information, and new textbooks are not readily
available. Eventeachersare outdated in their information and techniques. Y ounger
doctors also need training, especially to strengthen preventive health knowledge
and skills. Given the strong curative orientation of the system, it is not surprising
that public health skills are low.

Existing job descriptions and guidelines for staff are many years out-of-date and
require revision. Work plans exist only for special efforts such asthe EPI. While
absenteeism is believed to be low, there is no systematic monitoring of attendance
at BHCs.

Infrastructure and non-salary expenditures

Vehicles and fuel are in desperately short supply. Some buildings have been
recently rehabilitated, while others remain in very poor condition.

Whilelocal procurement is possible, the lack of any non-salary operating budget
means that it is difficult to purchase drugs and medical supplies. Conseguently,
they are in short supply. When purchases are absolutely required, such as fuel to

heat water for surgery, staff are purchasing goods on personal credit from local
shopkeepers, under the assumption that cash will eventually arrive from Kabul.
It also appears that patients and their families are bearing the load of purchasing
essential supplies. In general, the NGOs and U.N. agencies are supplying just
about everything except the Ministry of Health staff salaries, including food for
patients, medicines (UNICEF, ICRC), equipment, training, and a variety of salary
top-ups and enhancements.

In some cases, individual clinics have been able to generate local in-kind
contributions, such as land or mud bricks for clinic construction. The situation
with respect to fees for service is murky with blurred distinctions between official
fees and unofficial co-payments. Some clinics report that they collect fees and
that the money goes to the local health committee for other activities.

Implicationsfor Provincial Health Care Administration

With the adoption of a contracting-out strategy for the delivery of health care
services, there are both short- and medium-term issues relevant to local public
administration that the new arrangements must address.

Short term
In the short term, the deregulation of the health sector labor market must be

managed. To the extent that government was previously the only employer, it
could artificially depresswage ratesin the sector. If skilled staff could not emigrate,
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they had little choice but to remain in low-paying government jobs. Under the
new arrangements, there are many employers and there is arisk that these new
employerswill compete with each other for scarce staff skillsand so will contribute
to wage inflation. For this reason, the health sector market remains regulated,
albeit with a "lighter touch" through a standard set of maximum rates that the
service providers can pay.

These rates are generous by comparison with other government salaries, and are
likely contributing to pressures for pay raises elsewhere in the public sector.
Nevertheless, it seems probabl e that the various donors will break ranks and will
pay any rates (or in-kind incentives) that they feel are essential in order to attract
staff to their projects. Thereis already some evidence that USAID will decline
to be bound by the wage caps. However, the Cambodia experience suggests that
therisk of creeping wage increases may be small.

The only alternative method for managing salary levelswill be by increasing the
supply of skilled labor. A recent survey found that there were atotal of 12,107
hedlth providersworking in active facilities (Transitional Idamic State of Afghanistan,
2003). In addition, there were another 6,854 support staff recorded — bringing the
total number of staff in active health facilities to just fewer than 19,000. The
number of doctors per 1000 peopleis 0.1, against an average of 1.1 for developing
countries. It is lower than Cambodia, also a post-conflict country, whereit is 0.3
per 1000. However, most crucially, there is great inequality between provinces
and districts. For example Balkh has 3.1 doctors per 1000 people, Uruzgan only
0.01. Intotal, Afghanistan has 0.3 health workers per 1000 people, varying from
0.8 in Balkh Provinceto 0.1 in Uruzgan and Paktika.

Although the absolute number of doctorsislow, other medical staff are even more
scarce and so 24 percent of al health workers are doctors. Less than a quarter of
doctors are females. So training more mid-level, and preferably female, health
workersisafirst priority. The importance of training more staff is emphasized
if, in the longer term, funding for the sector drops and government can no longer
attract NGOs and others prepared to provide services under contract. Under those
circumstances, arguably, it might have no alternative but to re-employ staff directly
— and the labor costs will determine the coverage that it can afford.

A second short-term issue to be addressed is the risk of monopoalistic behavior on
the part of the NGO service providers. The"lead NGO" model might cause other
NGOs to be crowded out, as the lead NGO may have incentives to dominate the
provision in the province and be unwilling to subcontract with others. There are
two risks with this. On the one hand, it is possible that smaller NGOs will exit,
ceding the field to the lead NGOs regardless of whether they have a comparative
advantage in al districts. This could lead to deterioration in service quality or
coverage or both. On the other hand, smaller NGOs, who are not funded by the
lead NGO, might resort to providing services "off-budget” by not placing the costs
of their services within the national development budget and so undermining
government planning.
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The third short-term issue Table 50: Ministry of Health Staffing
concerns the management of Structure, 1382

staff within the provincial Filled Total positions
health department. The positions | Vacancies | (tashkeel)
number of staff varies | Badakhshana® 506 492 998
significantly acrossprovinces g 1an o1 0 o1

(see Table S0 for health staff ==~ 010 502
numbers for the six case study |
provinces), but probably [ Hera 620 0 620
averages around 500. Once | Kandahar 505 0 505

the contracting out strategy is | wardak 146 157 303
implemented, these staff V_VIII Notes: & Includes staff of malaria depts.

de facto have no service b/ For 1381

delivery responsibilities at all ¢/ This figure was reported by the governor's office,
in the short term, apart from but the health department reported alower figure of
some of the provincial 225-256.

hospital s, because service Source: Provincia governments.

provision of primary care and

secondary care up to first level referral hospitals will be provided through the lead
NGOs. There will be both a planning function and a coordination function —
although it must be recognized that currently the grants and contracts management
unit in the Kabul Ministry of Health, along with the respective donors, undertakes
most of the negotiation with the lead NGOs. This leaves a significant number of
staff with no jobs.

Asretrenchment is palitically implausible in the short term, there are three options
for these staff. Some with clinical skills and qualifications will be hired by the
NGOs. Otherswill be content to remain effectively unemployed but continuing
to receive their current civil service salary. A small number will be needed to
form the basis of a provincial level contract management unit that will take over
these responsihilities at some point in the future. Ensuring that the PHD retains
competent staff for this purpose will be challenging, and will require urgent
application of the PRR decree to ensure that adequate salaries can be paid within
arestructured PHD.

Long term

The longer-term issues are dependent on the future shape of the institutional
arrangements for the sector. If it isassumed that the current level of donor funding
and technical assistanceistransitional —and that in the future more resources and
moretechnical capacity must be found within government —then one likely scenario
is that PHDs become the funding and planning agencies with service provision
remaining with NGOs. Currently, the funding and planning function is within the
lead agency in the World Bank PPA model, and is within the contractor (M SH)
in the USAID model. This function would need to be gradually separated from
the service provision role and either placed within the restructured PHD, or this
function could itself be contracted out — leaving the PHD as the "purchaser of the
purchaser."

If thisis the future of the sector, then the PHD — as the planner and purchaser of
local primary health care services or as the agent responsible for managing the
contract with the purchasing body —will have some challenging tasks to perform.
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First, it is highly probable that there will be some moves away from outcome
contracting to purchase of outputs, or even inputs. Outcome contracting isahighly
sophisticated technique and there is alack of capability in the Ministry of Health
and PHDs to measure and monitor outcomes. Although third party validation will
provide some measures in the short term, it is possible that these might not be
affordable or sustainable in the longer term. Thus providers might be contracted
to provide X staff or Y services, rather than be provided with incentivesto achieve
Z results. Refining the nature of the contracts will require considerable capacity.

Second, and related, the roles of the Ministry of Health, PHD and the NGO service
providers will need some recalibration in relation to the rationalization and
reconfiguration of hospitals and health centers. Under the current arrangements,
the Ministry of Health decides on the number of new first referral hospitals,
comprehensive health centers and basic health centers that a province requires
based on the number of existing facilities, its population, density, and geography.
However, the capital investments needed for new facilities may be outside of the
basic contract for services, and will require some careful linking of the investment
and ordinary budgets. The current uncertainties concerning the ownership of
facilities and equipment will also need to be resolved.

A final challenge that will need careful attention is the very real risk that some
parts of the country will not be covered. The current process relies on NGOs to
bid on contracts, but so far no NGOs have shown interest in some of the very
difficult and remote districts, such as those in Nuristan. The main reason for this
isthat these contracts are performance based, so there is reluctance to bid where
logistics and access to servicesis not easy. If funding for the sector were to be

significantly reduced, then it is probable that there would be more areas not covered
by PPAs. Ultimately, as noted above, government might be forced back into the
role of direct employer for some health staff in order to ensure comprehensive
coverage.

Based on this assessment, there are some specific actions required and areas for
assistance in order for the PHDs to be effective contributors to health care service
delivery in the future:

Inthe shortterm: ¢ Ensure that sufficient numbers of staff are trained locally
to guarantee that supply matches demand and that pressures
for increases in wage rates are controlled.

Manage monopoly behaviors of the lead NGOs.

Undertake a self-transformation that will entail the movement
of clinically skilled staff to the new NGOs, developing and
retaining a small number of staff to form the basis of a
provincial-level contract management unit, and managing
the residual unskilled group who will have no tasks.

In the long term: Separate the funding and planning function from the service
provision role either by assuming this task, or by
contracting it out.

Manage a shift from outcome contracting to purchase of
outputs.

Determine how capital investment decisions will be made,
and resolve the uncertainties concerning the ownership of
facilities and equipment.

Ensure coveragein al districts.
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8. CONCLUSIONS

Handle the Existing Arrangementswith Care

Thisreport began with an assertion that the procedures and ingtitutional arrangements
within government, while undeniably awkward and often ignored in practice, form
a coherent framework. Failing to take them into account in reform design is
unlikely to be productive.

Achieving the balance between respect for the past and a drive for change in the
immediate future is perhaps captured in five basic proposals:

Continue to embrace a modest role for government

Given the self-evident historical socio-ethnic fragility of Afghanistan, the fiscal
and administrative centralization of the state has some logic: local and regional
elites have to refer to the central government for financing and the authority to
deliver public activities. However, the corollary is that the central government
should limit itself to arelatively minimal set of activities and functions. Moreover,
the fiscal reality of extremely limited financial resources over the medium term
means that government will have to limit activities to essential service delivery.

Overall, the ambitions of the sector ministries and their provincial and district
departments must continue to be constrained by the vision of alean, competent
bureaucracy in Kabul, supporting a provincial and district administration overseeing
the delivery of core services.

Respect the institutional architecture

In the past, Afghans have spoken of a"six-mile rule," meaning that government
funds were rarely used on projects located more than six miles outside of major
urban centers. Reaching rural areas throughout Afghanistan is a key goal of the
Trangtional Idamic State of Afghanistan, in order to ensure fairness, spur widespread
development, and extend central government influence. In addition, expectations
are that a new government, with accessto significant levels of donor resources, will
ensure greater access to basic socia services throughout the country than was feasible
or expected several decades ago.

Reaching the underserved areas will require a significant scaling up of activities
in the provinces and districts. Focusing resources through provincial and district
administration offices, and providing them with the capacity to direct, monitor,
and support —if not deliver — the extension of services will ensure that resources
are reaching rural areas and not remaining concentrated in urban areas. It is
important to keep in mind that the logic of the current arrangementsisthat provinces
and districts deliver (or contract for service delivery), while Kabul ministries act
astheir "back office support.” The donor focus on Kabul has created a sense that
service delivery will be made or broken in Kabul. The binding constraint isin the
provinces and the districts — and the task of Kabul isto help the provinces, districts
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and municipalities overcome difficulties — not to bypass them.
Be pragmatic about service provision

This study observes that the education and health sectors are taking very different
tacks for improving service delivery. On service delivery, education is broadly
reincorporating donor activities back into the public sector (noting that devel opment
projects will undoubtedly remain largely funded by donors and executed outside
of government). Health is heading in the opposite direction, with significant
contracting out of service delivery responsibilities to NGOs and others.

In general terms, both of these approaches may be reasonable; the challenge isto
ensure that they are determined by pragmatism and not by dogma. Continued
participation of NGOs in the education sector, at least in some areas, may help the
government meet alevel of demand for education that it could otherwise not meet
in the short term, at least at any reasonable level of quality. In the health sector,
given the low level of government service provision and the already high presence
of NGOs, the use of contracting models may be expedient at the moment, assuming
that appropriate conditions can be created to support the contracting approach.
But over the longer term, a health care system that must be sustainable without
external funding may necessarily include direct service delivery by government
once more.

Promote transparent government

There is a well-established tradition of using "social monitoring" techniques to
inform the public of the costs and benefits of development projects — putting signs
on public works programs, for example, indicating the costs and who to contact
for further details. The tashkeel and quarterly allotments system within Afghanistan
offers the opportunity to take this one stage further and to provide the public with
information on core public sector activities. For example, if all public offices had
their tashkeel and quarterly allotments prominently displayed, the public (and staff
from other departments) could see at-a-glance which positions are sanctioned in
the department, and the resources that the department is disbursing. This might
be particularly effective in the health and education sectors where there is high
community demand for service provision from government. If consolidated
provincia budgets were publicly available, informed debate of how subnational
resources are allocated could be promoted.

Pursue fairness, not uniformity

Over the last 20 years, unity and fairness in the Afghan civil service has been
maintained by acommon pay scale and shared terms and conditions. Thisuniformity
has been disrupted by the arrival of large numbers of advisors and other consultants
on relatively high pay scales, and ad hoc top-ups provided to civil servants by
donors and NGOs in some sectors. This disparity has been the source of some
resentment. A second level of disparity has been introduced between Kabul and
the provinces. The differential pay arrangements for provinces and Kabul, along
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with major delays in payments to the provinces, have given provincial staff a
distinct sense that they are second best.

One plausible model is of a stratified public service with differential pay levels,
comprised of asmall, elite"civil service," and alarger and more easily accessible,
"government service." Thecivil service could be subject to distinctive employment
legidation with tight codes of conduct and some significant restrictions on personal
activity (no involvement in politics, regular asset declarations).

The National Agenda

Following that suggested approach, there are five areas where cross-cutting
institutional reforms are necessary.

Pay and pension reform

Despite recent pay reforms, current salary levels still present a serious problem.
Pay reforms will have some recurrent fiscal impact in the short and longer terms,
not least because there are few opportunitiesto trade off staff numbers against pay.
Retrenchment is politically implausible — and would save very little as current
salaries are low.

Confidence building in the new structures

After some considerable period of uncertainty about the role and responsibilities
of the IARCSC, it is undoubtedly a major step forward to have it in place with a
well-considered structure and remit. Thisisasolid foundation, but some additional
technical and policy actions are necessary to ensure that the Commission delivers
on its new responsibilities quickly.

Short-term capacity injection

Systematic rebuilding of the administrative structuresis necessary but insufficient
to achieve a detectible increase in the policy or implementation capacity of
government within the short term. As a short-term kick-start to improved policy
formulation and program management within Kabul ministries and provinces, it
isessential to recruit asignificant number of staff on contractual terms at remuneration
levelsthat are sufficient to attract experienced managerial staff from national and
regional NGOs and private sector organizations (lateral entry staff on contract).

Basic payroll and human resource management (HRM) systems

Construction of a database should begin with the establishment data that are
automatically provided to the Ministry of Finance through the payroll. Subsequently,
acivil service census should be conducted to substantiate the information in the
human resource database.

Reforms to the civil service legal framework

The basic laws that underpin the civil service are not clear. No major retrenchment
or significant repostings of staff have been attempted to date; but if major reforms
involving these or other painful reforms were to be introduced, it is doubtful that
apresidential decree would be seen to embody sufficient legitimacy to carry public
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opinion. Inthelonger term, detailed personnel policies and procedures cannot be
developed without clarity on the underlying legislation.

The Subnational Agenda

The lesson of more than a century of governance in Afghanistan has been that
progress toward stability and development is most likely to occur when the center
possesses hoth the capacity to enforce its will on the provinces and the acumen
needed to exercise that power pointedly and selectively. There is an urgent need
to find waysto rebuild adegree of loyalty between Kabul and the provinces/districts
if staff at that level areto be effective agents of government, and central government
defacto control isto be strengthened throughout the country. The analysis presented
above of a distant and hostile central administration that cannot provide pay or
guidance to its staff in the provinces and districts in a timely manner serves only
to emphasi ze the need for action on various fronts. Staff at the provincial and
district levels urgently need the resources and support necessary to do their jobs.
In turn, mechanisms are needed at all levels of government to ensure that real
accountability for service ddivery isbuilt into the administrative system. Additionally,
it must be recognized that local control exercised by warlords and commanders
is both a cause and effect of the weakness of subnational administration.
Administrative and fiscal reforms must be accompanied by disarmament, security
reform, and reform of the political economy, as discussed in Chapter 1 of this study.

Key areas for administrative and fiscal action are outlined below, but are discussed
in more detail in the companion policy paper Subnational Administration in
Afghanistan: Assessment and Recommendations for Action.

Build loyalty to Kabul

Delays in processing the payroll, and a high-handed and unresponsive approach
from Kabul, are turning provincial and district staff into active critics rather than
loyal supporters of government. The actions needed are primarily policy reforms
within government, requiring that payroll stages are completed within specified
periods, and that payroll processing is returned to the provincia level as soon as
practicable. However, some investments are needed in the establishment of radio
networks with data transmission capabilities by radio or phone between Kabul and
the provinces. Addressing the delays in staff appointments, and amending outdated
tashkeels are policy actions requiring little new investment.

Thelow levels of non-salary cash flow available to the provinces and the districts
are damaging to morale and service delivery. The issue can be resolved through
policy actionsincluding monthly advances to mustoufiats and districts and atighter
requirement on ministries to justify their split of non-salary expenditures between
the central ministry and the provinces. This move will have some recurrent fiscal
impact and there are development budget costs associated with the necessary
improvements to the DAB facilities.

Resolution of the difficulties caused by the lack of field presence of the Kabul
ministries, and the absence of data on Kabul ministry administrative performance
can be resolved through policy actions with no significant costs associated.
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Similarly, the demoralization associated with the politically motivated changes to
district and provincial boundaries, the undermining of municipal autonomy, and
the disconnect between the community-level planning procedures of the NSP and
the existing district and provincial budget and planning processes, can be resolved
through policy actions with minimal associated costs.

Build on existing municipal arrangements

Municipalities represent the only subnational level of more or less autonomous
government in Afghanistan. Cautiously reasserting municipal autonomy, with a
careful strategy of disentangling the lines of accountability (district municipalities
should not be reporting through provincial municipalities) and specifying service
expectations for municipalities with differing revenue raising capacities, could
offer a promising vehicle for scaling up local services.

Provide tools to do the job

The absence of procedures can be resolved at minimal cost through the development
of procedural manuals and training programs for staff in key provincial and district
positions. Mgjor investment expenditures are necessary to provide adequate office
facilities, particularly for district staff; some initial piloting is already planned.
Once provinces and districts are meeting certain performance expectations, a
second, more advanced set of improvements could be provided. The performance
expectations could include establishing a good record of timely reporting of
expenditures, revenues, and payroll.

Ensure public oversight of the budget

The lack of public awareness of government functioning is chronic and must be
addressed if government is to feel under pressure to perform. Publication of the
national and provincial consolidated ordinary budgets, annual staffing limits by
department and by province, and data on budget execution are all important —and
do not suggest any major cost. For the development budget, improved public
monitoring that allows expenditure tracking against commitments with more precise
analysis of long-term recurrent implications and the level of recurrent financing
would offer more discipline on donor activities. Crucialy, for both the ordinary
and development budgets, provincial-level (and ideally district-level) tracking of
execution would provide the public, donors, and other development partners with
a benchmark against which to evaluate the scale of the resources being provided
to provinces and districts — and provide an opportunity to begin to reduce regional
inequities. For the development budget, one useful step might be the establishment
of across-cutting consultative group with aremit to focus on "regional equity,”
drawing from some provincial and district-level datathat a significantly expanded
donor assistance database might provide.

The medium-term agenda for budget oversight must, of course, include significant
capacity building for the planned assembly.
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Build administrative underpinning for social sector reforms

For education, the necessary improvements in planning capacity in provincial and
district offices, and capacity improvementsin curriculum design, teacher assessment,
student assessment, data management and analysis, and policy analysis will require
technical assistance. Moves towards piloting local school development plans,
within the context of provincially devel oped education plans, will have some fiscal
implications. Therollout of school-centered community support grants across the
provinces, and moves toward capitation grants to schools for non-salary supplies
and equipment, such as textbooks, will have larger recurrent costs.

Involving provincial and district health staff in the planned reforms in the health
sector, and developing transition strategies, will require intensive technical assistance.
Some sector-specific pay reforms will be necessary but ensuring that that pay
levelsin the NGO delivery structures are in line with anticipated post pay reform
levelsin the public sector require policy actions rather than investments. Major
costs might arise from the expansion of the pool of educated healthcare workers,
through improved educational opportunities, in order to lower labor costs.
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Annex 1: Central Government Bodies and Political Responsibilities

Function

Kabul level
organization

Status

Cabinet members

Executive
Authority

President’s Office
(includes the
Office of
Administrative
Affairs)

Agency under
presidential authority

 President:
Hamid Karzai

¢ Vice Presidents:
Mr. Ustad Abdul Karim Khalili,
Mr. Naimatullah Shahrani,
Marshal Qasim Faheem, and
Hedayat Amin Arsala
Deputy Security Adviser:
Prof. Rasool Amin

¢ Adviser on tribal issues and
member of the
National Security Council:
Taj Mohammad Wardak
Security Adviser on
Northern Provinces:
General Abdul Rashid Dostum

Prime Minister's
Office (including
the General Control
and Inspection
Presidency of the
Council of
Ministers)

Agency under prime
ministeria authority,
pro tem under the
president

Ministry of Finance

Ministry

Dr. Ashraf Ghani Ahmadzai,
Minister of Finance

Ministry of
Planning

Ministry

Haji Mohammad Mohagiq,
Minister of Planning

Central Statistics
Office (includes the
Afghan Computer
Center)

Independent body

Mohd Ali Watanyar,
General Director, Central Statistics
Office

Geodesy &
Cartography Office

Independent body

Eng. Abdul Raouf,
General Director

Foreign
Affairs

Ministry of
Foreign Affairs

Ministry

Dr. Abdullah Abdullah,
Minister of Foreign Affairs

Internal and
external

Ministry of Defense

Ministry

Marshal Qasim Faheem, Minister
of National Defense and
Vice President

Ministry of Interior

Ministry

Ahmad Ali Jaldi, Minister of
Interior

Ministry of
Frontiers

Ministry

Arif Khan Noorzai, Minister of
Border Affairs

National Security
Agency

Independent body

Dr. Zalmai Rasool

Narcotics
Eradication Agency

Independent body

Ghulam Jaliani Sattari, Director of
Narcotics Eradication Department

Office of the
Attorney General

Independent body

Abdul Mahmood Dagiq

Legal advice

to government

Ministry of Justice

Ministry

Abdul Raheem Karimi, Minister
of Justice
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Education and
human
resource
development

Ministry of
Education

Ministry

Mohammad Y ounis Qanooni,
Minister of Education and
Security Adviser

Ministry of Higher
Education

Ministry

Dr. Sharif Fayez,
Minister of Higher Education

Science Academy

Independent body

Culture and
heritage

Ministry of
Information and
Culture

Ministry

Sayed Makhdoom Raheen,
Minister of Information and
Culture

National Olympics
Committee

Independent body

Mohd Anwar Jikdalak,
President

Health

Ministry of
Health

Ministry

Dr. Suhaila Seddidqi,
Minister of Health

Welfare and
social policy

Ministry of Labor
and Social Affairs

Ministry

Noor M. Qirgeen,
Minister of Labor and Socia Affairs

Ministry of Martyrs
and Disabled

Ministry

Abdullah Wardak, Minister of
Martyrs and Disabled

Ministry of
Refugees Return

Ministry

Innayatullah Nazari,
Minister of Migration

Ministry of Rural
Rehabilitation and
Development

Ministry

M. Haneef Atmar,
Minister of Rural Rehabilitation
and Development

Ministry of
Religious Affairs
and Hajj

Ministry

M. Amin Nasiryar, Minister of Hajj

Ministry of
Women's Affairs

Ministry

» Habiba Sarabi, Minister of
Women's Affairs

« Prof. Mahbooba Hogogmal,
Minister of State for
Women's Affairs

Ministry of
Repatriates

Mangul Hussain Ahmadzai,
Minister of Overseas Afghans
Affairs

Industrial and
trade policy

Ministry of
Commerce
(includes Chambers
of Commerce)

Mustafa Kazimi,
Minister of Commerce

Ministry of Light
Industries and Food

Ministry

Alim Razim,
Minister of Light Industries

Ministry of Mines
and Industries

Ministry

Mohad. Mafooz Nidae, Acting
Minister of Mines & Industries

Ministry of Water
and Power

Ministry

Shakir Kargar,
Minister of Water & Power

Natural
resources

Ministry of
Agriculture

Ministry

Sayeed Hussain Anwary,
Minister of Agriculture

Ministry of
Irrigation and
Water Resources

Ministry

Ahmad Y ousuf Nooristani,
Minister of Irrigation

Infrastructure

Ministry of
Transport

Ministry

Sayeed M. Ali Jaweed,
Minister of Transport
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Ministry of Civil
Aviation

Ministry

Mirwais Sadiq,
Minister of Civil Aviation

Ministry of
Communications

Ministry

Masoom Stanikzai,
Minister of Communications

Ministry of Urban
Development

Ministry

Gul Aga Sherzai, Minister of
Urban Devel opment

Ministry of
Reconstruction

Ministry

M. Amin Farhang,
Minister of Reconstruction

Ministry of Public
Works

Ministry

Eng. Abdullah Ali,
Minister of Public Works

Judicial
authority

Supreme Court

Independent body

Mr. Fazel Hadi Shinwari,
Chief Justice and Head of
Supreme Court

Oversight
Commissions?4

Independent
Administrative
Reform and Civil
Service
Commission

Independent body

Hedayat Amin Arsala,
Chair of Civil Service Commission
and Vice President

Human Right
Commission

Independent body

Dr. Sima Samar, Head of
Afghanistan Independent Human
Right Commission

Note: This table has been assembled from various sources, including areview of the new Chart of
Accounts, analysis of payroll data, and interviews with senior staff. However, several ambiguities
remain. First, although the attorney general was established as a separate office in the 1980s,
the minister of justice disputes the constitutionality of this move (International Crisis Group,
2003). Second, the official reporting line for the general control and inspection presidency of
the Council of Ministersis now directly to the President’s Office rather than that of the prime

minister. Third, it appears that the Prime Minister’ s Office has recently been subsumed as a
budget unit within the President’s Office.
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Annex 3: The Legal Basisfor Government Employment

Thefollowing list of identified public employment legislation extends from 1305 (1926)

to 1381 (2002):

1926
1926
1931
1934
1935
1935
1935
1949
1950
1950
1951
1954
1960
1960
1961
1962
1964
1964
1965
1970
1976
1977
1977
1987
1988
1998

2001
2001

2002
2002

1305 Employee L eave (Vacations)
1305 Regulations of Basic Organizational Structure of Afghanistan
1310 Basic Principles of the Afghan State
1313 Principles of Nationality
1314 Principles of Recruitment of Foreign Nationalsin Afghanistan
1314 Principles of Conscription for Scholars and Experts
1314 Principles of Career
1328 Principles of Attendance and Holidays of Employees
1329 Principles of Paper Archives
1329 Principles of Secretariat Offices
1330 Principles of General Administrative Monitoring
1333 Principles of Employees, Recruitment, Retirement, and Promotion
1339 Principles of Marks and Medals
1339 Principles of Budget and Accounting
1340 Principles of Conscription of Professionals
1341 Principles of Audit and Control — Office of the Prime Minister
1343 Constitution of Afghanistan
1343 Principles of Regular and Ad Hoc Employees
1344 Law of the Basic Organization of Afghanistan
1349 Law on the " Status and Condition of Government Employees’
1355 Principles of Employees Health Insurance
1356 Decree No. 1433: State Employees Statute
1356 Staff Regulation 12.3
1366 Law of Work of Republic of Afghanistan (Labor Law)
1367 State Employees Statute, Decree No. 666
1378 Taliban Employment and Labor Relations/Personnel Law (Official Gazette
No0.790: Officials Law of Islamic Emirate of Afghanistan)
1381 Decree No. 66: Cancellation of all Regulations, Articles, Laws Contrary to
the Bonn Agreement
1381 Amendment of the First Paragraph of Article No. 160 of Official Gazette
No. 678 dated 1988 and a so Official Gazette No. 645 dated 1986 — concerning
the retirement age of women, which was 50 and should be 55
1382 Decree No. 150 concerning re-employment of the employees retired by
Taliban
1382 Official Gazette No. 791 refers to the following (inter alia):
Classification, appointment (registration) promotion of agir;
Retirement rights of the employees;
Regulation on overtime;
Conditions for the employees who are sick and asking for additional leave;
Regulation on vacation in excess of 20 days vacation for karmand and agir;
Regulation on financia responsibilities of employees;
Regulation on replacing records lost due to war.
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Annex 4: Key Budget and Personnel Forms

B3 Annual approved budget (yearly appropriations) of ministries and other independent
budgetary units are announced by B3 prior to the start of the fiscal year. B3 isissued by
the Budget Department of the MoF.

Ministries provide their unitswith their detailed staffing structures (tashkeel) by departments,
positions, grades, and respective salaries on B4.

Non-salary expenditures are reported by B6.

Ministriesinform their relevant secondary unitsin the center or provinces of their budget
alotments by B20. Copies of the B20s are sent to the Budget Department of the MoF.
The Budget Department of the MoF sends the original or the copies of B20s to the
mustoufiats. The budget allotment is given to the provinces via form B20, one copy of
which is provided to the line departments, while another copy goes directly to the
mustoufiat. In the past, B20 contained a detailed breakdown by expenditure category:
babs are the major codes, such as "personal emoluments” and "services," and fasils are
the more detailed line items, such as overtime, fuel, and office supplies. For 1382,
dlocations are being provided at the bab level only, however, provincial departments are
still expected to report at both the bab and fasil level. Thischangeis significant, in that
it gives provinces more flexibility to move funding around within a particular bab —and
arguably more room for abuse.

Requests for re-appropriation between babs.
Transfers from reserve fund (bab 9000).

The Budget Department of the MoF issues allotments on aquarterly basis. The alotments
areissued by B27 asfollowing:

First quarter 100%
Second quarter 75%
Third quarter 50%
Fourth quarter 50%

Summary payrolls.

Districts are required to report expenditures to the mustoufiat within 10 days of the end
of each month on form M23.

Transfersto Kabul arise when revenues raised in aprovince are in excess of the approved
budget, and these are supposed to be transferred to the government budget account at the
end of thefisca year on the basis of the monthly income report provided by the mustoufiat
to the Ministry of Finance Revenue Presidency on form M29.

Personnel record for individual civil servants, showing changes in position and grade
throughout their career.

Monthly payroll from a budget unit. The payroll provides detailed information on each
employee, including position, grade, salary, and attendance record. Provincial departments
submit the payroll to the mustoufiat, and the provincial governor approvesit. Oncethe
governor's approval isreceived, the payroll isthen sent to the Treasury Presidency in the
Ministry of Finance in Kabul for payment.

Appointment papersfor individua civil servants. The P2 containsthe following information
about employees: grade, position, vocationa privileges, position, and grade to which they
have been appointed.
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Annex 5: Excerpt from the L egislation on Municipalities
Reference No. 732 in Rasmi Gereeda
Dated 15/10/1369, as amended 1379.

Chapter 4, Article 16
Municipality and its city zones, functions and responsibilities:

1.

2
3.
4

Taking measures towards providing living conditions for the residents living within their
region;

Taking measures towards construction and maintenance of wells, underground waterways,
pools, and other drinking water supplies through relevant departments;
Taking measures towards development and preservation of green areas, promotion of
cleanliness and sanitation within their region, and conservation of the environment;
Taking measures towards construction of roads, public washrooms, public bath houses,
market places, and civil and educational centers through attracting private investments
according to the city plan;

Setting prices for residences based on regulations,

Setting rents on municipality properties based on regulations;

Taking measures towards monitoring, with the help of relevant departments, of the cleanliness
of public bath houses, restaurants, hotels, guesthouses, teahouses, swimming pools, and
food suppliers;

Taking measures towards establishing cooperation with health-care organizations in
implementing policies to prevent spread of diseases and preserve the living environment;
Taking measures in regards to land distribution for construction of residence and business
areas based on relevant regulations;

Confiscating of lands based on property confiscating regulations,

Taking measures towards participation in establishment and construction of residential
quarters, maintenance of roads, streets and residential areas;

Taking measures towards improvement of city transportation by the relevant department;
Taking measures towards assistance in production and distribution of food suppliesand in
improvement of living services,

Controlling of the prices and tools of measurement, organizing and generalizing the metric
systemin their area;

Taking measures towards promotion of sports and physical education;
Attracting peopl€e’'s voluntary assistance in performing cleaning activities, keeping regions
green and other activities helpful to the city;

Taking measures towards assisting in preservation and maintenance of historic and cultural
monuments with attracting cooperation of relevant departments;

Taking measures towards assisting in gathering census and demographic data;

Collecting taxes for city services based on rules and regulations;

Taking measures towards effective cooperation in the fight against illiteracy, improving the
general level of cultural and educational information of the community, improving civil
services sectors, improving general and vocational institutions, and libraries through relevant
departments, while keeping into consideration Islamic customs;

Approval of manuals in accordance with content of this legisation;

Leading relevant subordinate departments and organizations;

Inviting and organizing meetings in regards to the service delivery for the city;
Managing the implementation of annual budgetary and expenditure plans and taking measures
towards preventing excess expenditure;

Observing and controlling the execution of administrative council decisions;
Making suggestionsin regards to construction of traffic structures within the city;
Designating slaughterhouses and better regulation and observation of healthiness butcher
shops;

Distribution of pricelists based on Islamic laws;

Studying contract, agreements, and leasing of properties of the municipality;
Constructing, repairing and cleaning of sewers and trenches in the city;

Recelving the public and resolving their complaintsin timely and just manner and taking
decisions within authority;

Assisting in dleviating primary and emergency needs of the public with the help of relevant
authorities;

Designating areas for the cemeteries,

Taking measures in assisting in funeral and burial of unidentified or homeless individuals
free of charge with the help of the Red Crescent;
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Making decisions on destruction of buildings near demolition based on proposal by the
experts council;

Accepting gifts, donations, and other charitable contributions on behalf of the municipality
and documenting them properly;

Preventing construction of structures without plan or authorization, with the help of security
units of the region;

Granting business licenses to the small businesses;

Granting work permits for the workers of foreign institutions;

Collecting and recording of accurate information in regards to marriages, births, deaths,
and relocation with the help of relevant organizations;

Firm implementation of the pricelist;

Assisting in strengthening of security, civil order and safety of public;

Assisting in defending the legal rights of residents of the region; and

Cooperating fully in construction of the society and strengthening the Islamic rule.
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NOTES

As Ghani notes, “(f)rom 1955 on, foreign aid provided the bulk of the funds for government
expenditures, with five major consequences: (1) the state became the most important economic
power in the country and the major source of employment; (2) the expansion in the size of the
bureaucracy gave the intellectuals who were staffing it considerable power in affecting other
segments of society; (3) military officer training became increasingly concentrated in the Soviet
Union; (4) socialism emerged as the slogan of avocal group of the intellectuals...; (5) the rulers
of the state failed to forge organic ties with members of the landed, merchant and religious elites
in the country.”

Afghanistan, with debt repayments of 35 percent of total exports, had one of the world's highest
debt repayments. Most of the servicing of the Soviet debt was managed through the export of natural
gas. For adiscussion of the consequences of foreign aid on government expenditures see Ghani,
1987.

All dollar amounts are U.S. dollars.

The provinces were expanded to 27 in 1963.

The Bonn Agreement decreed that the following legal framework would be applicable on an interim
basis until the adoption of a new constitution:

i) The Constitution of 1964 a) to the extent that its provisions are not inconsistent with those
contained in this Agreement; and b) with the exception of those provisions relating to the
monarchy and to the executive and legislative bodies provided in the Constitution; and

ii) Existing laws and regulations, to the extent that they are not inconsistent with this agreement
or with international obligations to which Afghanistan is a party, or with those applicable
provisions contained in the Constitution of 1964, provided that the Interim Authority shall
have the power to repeal or amend those laws and regulations.

Afghanistan’'s new constitution, ratified by the 502 delegates to the Constitutional Loya Jirga on
January 4, 2004, reaffirms that Afghanistan is a unitary country but states that “the government,
while preserving the principle of centralism, shall —in accordance with the law — delegate certain
authorities to local administration units for the purpose of expediting and promoting economic,
social, and cultural affairs, and increasing the participation of people in the development of the
nation” (Chapter 8, Article 2). This therefore allows for a measure of deconcentration within the
congtitution, but it isnot, in practice, likely to lead to significant shiftsin the structures of subnational
administration.

The 1381 budget included $100 million for defense, but provided little information on how these
funds were to be spent. Criticism of thislack of detail, while easy, fails to appreciate the complexities
of the situation. Put simply, the views of key stakeholders around different aspects of the defense
expenditure were not sufficiently aligned to make it possible to put together an explicit budget that
would have kept all parties at the table. A more explicit budget would have seen at least one and
possibly more key military stakeholders leave the very tenuous coalition around (then) Chairman
Karzai.

General civilian government refersto civilian staff at the national and provincia levels. It excludes
government enterprise staff, and all military and security staff. See
http://www1.worldbank.org/publicsector/civil service/cross.htm#1 for further details of public sector
employment categories.

Decree on Regulating Externally Funded Reimbursements and Allowances for Civil Servants and
its associated procedures on (September 04, 2003).

This has not centralized the process between the provincial and national level, as the previous
decision-makers were the central ministries.

For instance, bab # 1000 — personal emoluments — contains such items (fasils) as “overtime and
special payments,” “hazard or regional pay,” and “incentive bonus,” in addition to basic salaries.
Thereisapotential for these amounts to be used to top-up salaries.

“Each ministry and institution must present to the Ministry of Finance their proposed total employment,
specified by center and province, before the beginning of the 1382 financial year. After reviewing
these proposals, the Ministry of Finance will recommend a comprehensive list of employment limits
for each ministry by center and province to the Council of Ministers durng Hamal 1382, and the
Council of Ministers will approve the total employment limits for the ministries. Ministries and
organizations should not increase the number of their employees from the level in the month of
Hoot, before the Council of Ministers' review and approval.”
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Notes

A joint committee comprised of the Office of Administrative Affairs and the respective ministry
reviews the proposed tashkeels. The tashkeels are then signed off by Vice President Arsala, Head
of the Civil Service Commission. (Note that the number of employees for ministries and provincial
departments was supposed to be reviewed by the Ministry of Finance and approved by the Council
of Ministers, according to the 1382 Budget Decree, but apparently this did not happen.)

Thiswas presumably undertaken by the General Control and Inspection Department of the Council
of Ministers. The reason for the changeis not clear.

From an admittedly ad hoc selection of eight countries (Benin, India, Indonesia, Mexico, Pakistan,
the Philippines, Poland, and Uganda), Evans concludes that only in Indonesia and the Philippines,
followed by Poland, is there real decentralization of administrative arrangements as opposed to
delegation or deconcentration in the sense that local government really is the employer, with the
ability to hire, fire, assess performance, set establishment ceilings, and to some limited extent, set
or influence pay scales.

The 1978 Master Plan was not implemented fully, reportedly due to insufficient funds and lack of
management and planning capacity. Unplanned shelter expansion occurred, including the construction
of facilities outside of the master plan by government agencies.

Inall countries, municipal independence is qualified; in many countries there are several categories
of municipalities, based on population size, city, GDP, etc.

It should be noted that the reported data in the education sector is not always coherent or reliable.
Data reported from different sources were often inconsistent. Some of the reasons given included
the changing number of enrolled students, counting NGO schools as government schools, and
counting the girls and boys sections located in the same building as separate schools.
This is below the lowest point on the standard pay scale because the second food allowance,
introduced on May 5, 2002, is not payable to teachers.

In Burundi, for example, the gross enrollment rate declined from 73 percent in 1990 to 43 percent
in 1996.

In Rwanda, the genocide of 1994 had a serious short-term negative impact on enrollment rates, but
by the late 1990s enrollments had recovered their historical trend line.

Prior to the Transitional Administration private practice was allowed only if a doctor was in
government service. While this stipulation has apparently been removed, there seem to be three
situationsfor doctors currently (a) an MoH appointment and private practice; (b) an MoH appointment
plus deputation to an agency with atop-up and private practice; and (c) a salaried assignment with
an agency with less opportunity for private practice because of agency requirements.

The availability of female health workers in health facilities is a particular concern. The overall
male/female gender ratio among health providerswas 3 to 1 at the time of the survey. Forty percent
of the 773 BPHS facilities that reported staff present have no female health provider at all. Again,
the regional variations are extreme. Nuristan, for example, has only one female health worker —
making the gender ratio for that province 43 to 1. Herat has a male/female health provider ratio of
less than two. The male/femaleratio is slightly worse in the district hospitals where it is slightly
more than 5 to 1, and in malaria centers where it is 6 to 1. EPI fixed centers have a male/female
ratio of 18to 1.

The Bonn Agreement established four commissions that would be responsible for rebuilding the
justice system, monitoring and investigating human rights violations, assisting in the preparation
of acongtitution, and maintaining the integrity of the civil service. The Civil Service Commission
and the Human Rights Commission appear to be standing commissions that were intended to have
acontinuing functional task beyond the reform of existing constitutional and government structures.
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A Guide to Government in Afghanestan has three ebjectives: 1) it secks 1o provede
neweomers o the admimstrative and pelitical scene in Afghamistan with a basic
guide to the struclures and processes of government; i) it intends (o provede
e formers with 2ome understanding of how o work "with the grain® of the existung
institutional arrangements; and 17) it secks Lo pay tribate to the remarkable people
who hove kept the system running and who are now reforming it

In pursuing these objectives, this guide attempis (o set out the uaderlying strenpgths
af the public sector, déscnibing the evolution of the Afphan state, the current
pellitical context, and the administrative and orpamzationsl components of the
governmenl. 10 sets oul the legil basis and orgnnrzationil responsibilaties Gor key
fiscal tasks inclading revenuve collection, budget preparation and execution, and
pecounting and awdit. [0 also desenbes the organizutiwonal structures in the
provinces, the woy in which the staffing establishment o5 determined, and the
structure of pay and grading. In particular, it looks at the arrangemenis for service
delivery in the education and health ssctors;

This guide draws the bulk of 5 matersl from six provineial case studies: Faryab
and Heral, undertaken in Movember 2002 Badakh<han and Wardak, in Apal 2003
Kandahar in Jone 2003; and finally Bomiyon in July 2003, The guide has also

benefited from additional ressarch undertaken by AREL and the World Bank

Subnatronal Admenistration in Afghsnistan: Asfsessment and Recommendalions

for Action 14 the companion report to this poide, asd outlines specific
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recommendations pesulting from this study.
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