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ACTION PLAN

I. Scrategy Recap and Policy Agenda.

frior to I¥s, AID conceras in Mozamdique <ere primarily susani
adture: supplviag food 3id aai relief supplies to victias of 3rougn
aatural disasters.

Ia recognition of Mozambique's role la promotiag regiomal stabilizy, its
progressively more non-aligned foreign policy, and pragmatiz econcaic
foitlatives supportive of the private sector, the United States initfated a
ievelopment-related program in late 1984, This srogram targzeted commoiit:
Zaports o family, private (commercial;, or cooperative farsers ani teczaica.
igsistance and training to support tuat sector.

I3 the ibsence of a CDS3, an interin snort- and vediusw-ters strateys as
avoivel.  To ses<s £o issist tae sicrias of tne trizizal Toon fefiiii, T
20Tz tae 52RM's pragmatic policy ciaangas ty promafe f2e prisata sectar. 4nd
provide tae necessary means to accelerate ani sustain increased produccivit

The camplexity and magnitude of the econcmic problems confromting Mozaabique
and the uncertainty of proposed solutions have led us to adopt a aodest policy
agenda. Although we have not conditioned our assistance ou macro-economic
reforms, we have encouraged the GPRM to coatinue agricultural priciag ifberalil-
zation and have made some progress in rationalizing the prices of AlD-fisanced
laports to aore adequately reflect true economic cost.

We have supported the GPRM's efforts to collaborate with che IMF and IBRD in
crafting a comprehensive, integrated economic reforaz program, which woull serve
45 3 Iragewors for Jonor participarien 11 “ozasbicin Z2velopzent. «we zT2
arziag tae S2R1 ro coniinue the nmoaenrfusm of LIS pragmarl: sppraach Il o
aixed 2conomy aad an open aarier oriaentatism.

II. Overall Progress and Iaplications.

A. Policy/Program Evolution.

P
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program. AID inputs aave xelped rne privacte Iarzer teszonstrate ils prawuriive
capacities, reinforcing the GPRM's resclve to integrate tite private faraer aore
fully into the economy. The aext step 1s to support related facets of the
arivate sector: ln importing, distributing, retailing, and transporting

commodities.

t .
L

Early efforts to emhance productivity were directed to agricultural productioe
in two target areas. Experiences gained in implementing two CIPs and designing
a third justify considiering an expaasion of the scope of the prograa to
encompass another geograpnic region and to modify tne comaodiity miv. Ia
addicion to agricultural inputs, we are aow financing Taw daterials for unier-
utilized private manufacturers of agricultural inputs and truc<s for
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fira-to-uwarket traasporters. Our aim is to ensure that ilacreased productivity
ts translated into surplus production availability ia urban centers.

la our rood assistance program, our perceptions have changed in the past vear.
-1 respouse to 4 aricical grain leficic, tne United 3States was “lozaabique's
iargest food donor. [no FY 1986, Lt became apparent that the snort-tera drought
2aergency aad given way to a longer-term, structural deficit created by civil
disruption and poor economic performance. We plan to evaluate the level and
modalities of our food assistance and will develop a strategic plan which anay
call for a multi-year commitment of food resources to allow the GPRM time to
restructure an unbalanced economy, distorted by iasurzency.

3. Assessment of Major Succaesses, Suortcomings, and Delavs,

The humanitarian assistance program has been successful in preventing famine
and severe malnutrition. In FY 1985 and 1986, the J.5. filled one-thiri of tae
fool zap [equivalent to about one-half of all lonor aid). To me=t smarzency
ood requlrements, tripartire agreements wiis falawi and Zimbadbwa rasuilzel ia
W, 00u 17 of walte mpalze for L{solated, border arzas of Mozamoijue.
Tarough OFDA and African Supplemental grants to CaRE for techmical assistance
and heavy vehicles, we have lncreased the logistical effectiveness and
planning/monitoring capability of the Mozambican disaster coordination agency.
Donor coordination still requires improvement, especlally in scheduling of

tood arrivals., Also, donors tend to respond to the svmptoms of a food deficit,
rather than address its underlying causes.

An evaluation of the CIP showed that inputs were provided in a timely fashiom,
reached targeted farmers, and were used effectively. Recognizing their
productivity, the GPRM has made more land available to private farmers aad has
Aallowed state faras to sell tractors and other c=pital aquipmeat to then,

tecanical assistance funding promoted forelgn iavestment for the Pande jamonia
Plant aad assisted the Bank of Mozambique in re-scneduling external debt,
managing external operations, and maintaining a dialogue with the IMF and IBRD.
A business climate assessment, a construction industry restructuring study, and
an agricultural machinery repair training program benefitting private farmers
will get underway by August, The slow start-up of the technical assistance
activities was the major i1isappointment in the progran,

wille szricultural iaputs resulted in zreater production, tne lack of traaspert
(and the fear of insurgency in some areas) constrained iacreased supply to
urban markets. Delays in the authorization and apportionment processes reduced
the likelihood of imports financed by PSR III arriving in time to meet the
principal growing season in 1986/87,

C. Major Issues and Implications for Next Two Years.

In April 1986, a FFP/OMB team concluded that the causes of the Mozambique food
deficit were rural insecurity, misguided economic policies, inadequate trans-

port and marketing structures, ani lack of agriculrural support services. The
long-term, structural causes of tne deficlt led tae team to foresee continuing
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aizgn levels 150,000 47) of food 3ii to FY 1987, and possiciv tevoni. Tie

14 joT Lssues to U.5. food aid iaclude linkage of food 2i:i 1o ecomoric noli:v
<ilange, the appropriiste aix of aid nodalicies, anid the relative lZevel af .3,
issistiace {vis-a-vis tae zap).

W0 lssues alifect progrin goals. Tue first is the need Yor orogriz comsslliia-
tion, to enable effective zanagesmeat by a1 small AAT starf. Tie sessii Is raz
renewal of our technical assistance program which was elialsated (1 7Y .J930.

4e do not reccmmend that continuing U.S. assistance be directiy conditioned onm
nacro-ecounani: reforms. However, to what extent should tne $35 siijlion ia =ISF
and $30-40 million in food aid be used to induce reforms and encourage GPRM
aovenent oo ndcro~econcmic iaitiatives? Tor example, in one o tne seli-nelp
aeasures included under BL 440 Tirle I, tne SPRM pledged to formulate i
comprenensive and integrated finmancial and economi: refora package dv Julv 1,
1986, In the context of an ajreement with tne IMF and IBRD.

I1I. Key Program Targets.

A. Increasing Productivicy.

Progress/Implications for Future, Benchsarks, and Achievemeut.

Providing productive inputs through the CIP and supplying food aid to
alleviate a food gap are interrelated and address our target of iacreasing
productivity.

The food gap, which existed prior to independence, resulrs from a lack of
productivity. While humanitarian coucern dictates food assistance, aeve-opueqr
iaterests require us zo focus on fle root causes 2f tne Zeficit. wnil

iacraased surplus production i3 zoastrained by tne iatensity of Iasurzeasy, .2
GPR4 caanot postpoane essential econami: reforas. U.3. food ali, as an iz :
aeasure, allows the GPRM tiame and latitude to increase {aternal aarxeted
production. By FY 1989, Mozambique could, with appropriate sceps taxen,
increase its marketed food productiocn by 100 percent, depending on the security
situation.

*he CIP provijes critical imported agricultural inputs f{or private faraers oo

sTivulica :}Lr-.a Dsa-ul--:l P00 J2Z0ITel TTIlMs MRl DT IoTIellimIsUixl

Janaerze, Locai cury enu s 5&3&'&;;0&5 411l Je tav Zala. 1o Lhe ;:i:a:e 2120,
PV0s, and agricultural and amarketing infrastructure. We wisha to see tae
current CARE and World Vision programs continued, urging that they become
progressively aore developmental ia their program orleatation. Contiavation
of such prograas will require central funding resources.

v

Policy Agenda, Management Steps, and Benchmarks.

The existence of 2 rural insurzency requires an extremely flexible agenia,
wiich recognizes that tne SPRY's real curreat poiitizal and aiiftary riss<s aav

oversnajow potential long-terz economiz benefits. Nevectieless, it is
critical that the GPRM reach agreement witn tne IMF and I3RD ia orier ro mdxe
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slgnificaat proyress in resolving the basic structural imbalances within the
szonomy. Specific performance benchmarks are difficult to identify. The IMF
and IBRD nave indicaced general areas weriting attention, leaviang the pace,
tone, and substance of change to the GPRM. During the next two years, the GPRM
siould graiually laplement 3 phased prograa of Jdevaluations, fargaer price
ilzeralization, sredit and aocnetary contrels, ind budget deficit reductions,
rop lemented by 3 sectoral initiative to increase produccivity in agriculture
and food/ light iadustry.

Leveraging macro-economic reforms is inappropriate given the size and nature of
U.S. assistance, but we should insist that our funds he expended to continue
tne momentum toward a more efficient alliocation of resources. We will stress
the need for 3 more narket-orlented price for AID-financed inputs, to ensure
naximum productivicy. 3y ¥arch, 1987, the GPRM and ALD will have camplectad an
collaborative study delving into the current allocative process and ways and
aeans to improve if. While the FY 1987 CIP will probably have a higher
sarcaarge and w1 1ll axpand tne iteoss to wiicn the surcaarzs 1s asnl
incicipace tiaas tae *Y7 19338 orogrim will oenefit from tle racommend
tae jolont study.

iad W
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Program Agenda, Management Steps, and Benchmarks,

Food aid could be used to meet lmmediate requirements and as a tool to enhance
future preduction, A food aid evaluation in late FY 1986 and strategic plan
w1l assess the operational effectiveness of the current program, analyze
future food requirements, project an adequate U.S. respouse, Dropose measures
by the GPRM and donors to address the underlying causes of the deficit, and
suggest means to improve donor communications. Based on that strategic plan,
a more detalled work plan will be developed.

We foresee that 3 food assistance strategy will be in place bv Septeanber, 1989,
illowiag some [itla I shipments by the and of ¥7 1986. Duiriag tae sezcad
quarter of FY 1987, we will complete work wita the 53PRM on the frameworx for
multi-year food assistance, on a goverament—-to—goverunment btasis, wWhile the
first shipments of grain should arrive no later than January, 1987, the bulk of
our commitment will arrive after agreement on such a framework. In September
1987, we will review GPRM efforts to reduce the food gap (including investments
in agriculture and policy reforms) and the continuing need for high levels of

food assistance.

Tarougaout 7Y 1987, CAREZ will provile tecinical services Lo tae Logistics
Support Unit (LSU) of the GPRM disaster coordination agency. World Vision will
also be maintaining its emergency food program in the border areas of Tete and
Manica provinces. These PVC activities will require additional funding
resources to be continued. World Vision requires an additional $300,000 to
help defray operational expenses, while CARE is expected to submit a proposal
in mid-1987 for continued assistance to the LSU., With the limited Mozambique
budget levels, if such PVO activities are to be continued and encouraged, there
will have to be central or other anon-bilateral funding made available.

The success of the first two CIPs argues for a continuztion of tne Privats
Sector Renabilitation Program through its planned four years. Generally, the
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sdge cdat2gories of agTticultural inputs aand raw 3aterials will be izported. #iza
20ssidie extension of tie target areas, expansioc of tle elizille iteas .13
iaclude cnrose esseatial to address transport aad narkeriag coastraiats), aad
ijdition of notuer faw naterials related o iacredsed zar<etel suppiv of a0t
£T3IL0S AQ3 2r3idla.

The fourtd paase of C.ae 253P \FY iY87) wilil comtinue to pe zoncengriced am
igricultural production in limited goegrapalc areas, easuri that tne
comnodities imported oave a bemeficial impact on :he private sector and on tne
iocreased availability of food in Maputo.

Ia October, 1987, we will couwmence the desiza of the follow-on Private Sector

Support Program, wnich will anly finance commodity faporss, «3ile we anzi:i-

pate tnhat it will be essearially agricuitaral i{n focus, rie final arieststion

4111l be derermined by the priority needs of the “fozamdican rivare sector, Ine
{jentification of aign impact aand nizgn jamestic value-added proiecis, e

avi luations of =arlier JIPs, 2ni e possidle co-flnancizg 27 sa"allal
Iixanciag oppsrtunitias suggastad by otae 130,

3, Private Sector Support.

Progress/Iaplications for Future, Benchmarks, and Achievemeat.

Less than two years ago, the GPRM requested U.S. economic aad techaizal
assistance to support GPRM initiatives to encourage private sector activizy,
especially in the agricultural sector. Since then, more thaz $11.4 willion in
agricultural inputs have arrived, with another $3.6 aillion due to arrive by
the end of FY 1986 and a further $3.0 ailifon is {n various stages of
procurement. A $9.57 million Phase IIl CIP will be authorized bv June 1988,
with substantial pre—implementation wor< already undertaken.

Contiauiag field {aspections oy two monl:zors .ase confirmel tie posizise
findiags of a January 1946 evaluation. Due, la pary, £ our polizv iilalsgue,
tne GPRM decontrolled tne prices of fruits and vegetables and iacreased
substantlially the prices of staple grains. These reforas and AID-financed
inputs encouraged private farmers to lacrease their production, resulciag ia
increased food availability i{n Maputo.

Regariiag technical assistance, after a slow start, 82,300,303 is5 now uniac
$3ui,JUu aas bDeen re-progrimmed and eiraar<ed. Tne reduction of fae 1Y
precluded FY 1986 funding for the technical assistance prograa. However, we
hope to reiastitute technical consultancies and training to our portfolio {an
FY 1987, in addition to using more intensively the AFGRAD and AMDP prograss.
The central focus of technlcal assistance will be the private sector. To get
the greatest impact from this TA, support will be given not mly directly to
the private sector, but also to those public sector activities directly in
support of the private sector and private sector objectives {(e.g.,

divestirure).
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Policy Agenda, Management Steps, and Beunchmarks.

The GPRM now recognizes the private sector as a xey element in its economic
recovery plans. It has provided means of production to privats farmers,
encourdged rae estiblisament of private rural retailers, returned [atervened
facrories and firas to former owuers, and sold compaaies to potential
favestors.

Qur dialogue will urge continuation of this acceptance and encouragement of
the private sector, within a mixed economy model. OQur central theme will be
that gradual liberalization of the economy and allowing market forces to play
an increasingly significant Tole in resource allocation are logical extensiens
of current GPRM policy.

During FY 1987, our policy stance will be reinforced by supportive econoni:z
analysis by acknowledged expertise on issues of mutual economic concern (e.g.,
allocation and prizing mechanisms, nroduction—enhanciag role »of aarket Torzes,
and 1izn iapack, 1iga-return nrivat=s iavestaents).

Tae efforts of tne I[MF and I3RD to reach agreement wita the GPRM on tae
elements of an ad justment program, the preoccupation of the GPRM with the war
effort, and Mozambique's deliberate, consensus—based approach to reform dictate
that any dialogue be gradual, incremental, and supportive in tone.

IV. Work Plan.

A. New Starts Proposed or Anticlpated in the Next Two Years and
Delegations Requested,

During the next two years, AAJ/Maputo will propose t4o new starts which draw oo
2xperieaces under the Private Zector Rehaoilitation Program.

For FY 1987, a Technical Consultancles and Trainiag Project will be designed
and authorized for $6 million over six years, incrementally financed at

$2 million in each of FY 1987, 1983, and 1989. It will complement the on-going
CIP (e.g., technical support of private firms utilizing raw materials, private
distributors servicing equipment, or private importers, transporters, and
retailers) and also contain elements not directly associated with the CIP
Ta,3., servizes o ennanca pricsazization prospezts Ln oone tonstTacticn litase
try, academic traliaing for future Yozamdican leaders, and consultanciss and
training to public entities providiag vital support services to the private

sector).

During FY 1987, we will also finance the final year of the Private Sector
Rehabilitation CIP; the $13 million to be obligated will increase the LOP
amount from $38 million to $43.57 million, requiring a Congressional
Notificatlon.

The one new start for FY 1988, the Private Sactor Support Program, will be 3
CIP targeted to the needs of private agriculture and other high~return sectors.
Designed as a taree-year, $39 miliion program, it will be authorized



lacrementally at §$13 sillioa ia eaca of 77 1948, 1489, anz 1393. Dapeniing s
polizy reforas undertaden 2y tiae 38R and parallel finaacing ospportunizi

vader an umbrella IMF/IBRD program, larger incremeats aay ce sougnt L

eirlier fiscal years.

[ '1.

igricultuaral sector and ifalrease tle availasility of fooi to urdanm 3aTiets.
Tne CI2 will also supply raw materials, essential spares, or eguipsent Lo
privacte firas i{n need of rehadilitiation. These azanufacturers wouli sitier
produce agricultural inputs or goods witn a nign local value zonteat and 1ign
axports earanlozs potential.

Tne progrim ~ill coatiaue ennanciag tne proluctivity of tie pricaze

Ad0/Maputo does not believe that lelegation of authoricv 1o the fleld far 210
or PA:? review s appropriate 4t tne praseat tize, Zowever, under 334 el is
amended, the Director, USAID/Swaziland will authorize bdoth activicies, afrer
field review of the resgpec:zive PP or PAAD.

3. 44 jor Desiég <35u2s 1nl Tentatise Jesiin 3caelale,

ror tae FY 1387 Tecanical Consuitaacies aai Tralaiag Projlect (ICTP,, tarze
issues can be identified:

1. Are the proposed elements of the project consonant with legislative
aandates? Can the project expose future Mozambican decisioca-ascers to
Western thought and assist public entitries supporting the indigeasus
private sector in a manner consistent witn Congressional intent?

2. Can the project focus on a limired number of sectors, vet maiatain
flexibility to finance unforeseeable GPRM requests for crirical TA related
to econamic policy vreform analysis snd implementation?

J. In ligar of the wiisspread lasufficiency of seillel zecanizal ani
manazarial manpower ana the relatively few candidates Jnict 2an de spavel
for traioing, snould tne traiaiag cosponent expand ics target bemericiicies
to encompass all developament—related sectors?

The PID for the proposed project will be drafted in February, 1937, following
au evaluation of the technical assistance component of the Private Sector
Rehaatlitation 2rogram and a human 'esour~es *evelo;aeﬁt stuﬂv. The PID £ 11

- - .
- i .5 L= . .-

2 zosmlizted Zor Terisg 1 ALY S 3 ttaroa L Y 3 7% Wil e izriits

June ivd7, wiza autanrization o¢ Adaust 2, 3.

The FY 1988 new start, the Private Sector Suypport Program, will continue to
engage pricing and allocation questlions, building oo the progress achleved by
the four earlier CIPs. We foresee three questions to be resolved:

1. How does the program ensure maximua participatiom by the private sector in
all facets of production and distribution?

2. MHow are tne PSSP and the TCTP nmutually supportive? 3Have techaiczal aal
EL

managerial restraiats in private firms beaefittiag unier Tae 2532 sean
alleviated by the tecnnical assistaace project?
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3. I[s renanilitation of private pnvsical plant and equipment appropriats [n
tae CIP, or is tnis narrowly structured program too much of 4 management
burden on a small AAQ stafi?

fur scneiule calls foc PAI? Zesizn in dectober, 1987, wita transaitzal to 4ID/%
3 wovemper 15, preparation of tiae PAAD by Marcn 1, 1988, and authorization by
April 1, 1983.

G, Evaluation Schedule for the Next Year.

During the remainder of FY 1986, we have planned two evaluatlons., The first
will assess the operations of our current food aid portfollo and will be
combined with the development of a straregic plan. The result will enable AID
to formulate an adequate Tespoase to a long-term, zritical food deficit,
utilizing new modalities of assistance authorized iz late 1985 by Coagress.

Tae second evaluation will assass the progress to 1iace uader the tecnni:al
assistiace componen: of tae Privacz Sector Renabilizatina Prograa. It willi
axplore tne :degree of achievement in providing managersial and techaizal s«ills
uneeded to support private sector growth, Its review of obligation and expendi-
ture performance, adherence to eligibility criterifa, and major and problems
encountered, in addition to suggestions for new areas of opportunity, will be
an essential input for design of the FY 1987 Technical Consultancies and
Training Project.

Another evaluation to review the performance of the first and second CIPs will
be scheduled for early FY 1987, Drawing on the data bank of information
related to program beneficiaries, pricing, and allocation mechanisms which has
been assembled by the CIP monitors, the evaluation will verify utillzation of
imports by private end-user, reviewing questions of efficient use and alloca-
tion of resources, effecrive and timely distributionm, and producztion rasponsa.
{enbers of tae evaluation group will taen joian the PAIP team for desiza of :tae
fourth and final CIP under the Private Sector Rehasilitation Program, taeraby
tmproving program design by sharing fresh insights and lessous learned.

AAC/Maputo suggests that the CARE project with the Logistics Support Unit and
World Vision activities be evaluated before central funding is committed as a
follow-on to grants provided by the African Supplemental. The evaluation
should zssess parformance agaliast targets and suggest manazemant or

3TOZTATD4CLY Laorovadenss [0 33 Ll idneld Ll o4 TouLdwT ol 4I27A0 125040,

D. Program Analysis Schedule for the Next Two Years,

The program amalysis work that AAG/Maputo iantends to undertake over the next
two years is required to optimize CIP and TA program designs and enhance the

prospects for progress in policy reform.

We intend to identify domestic productive entities which require only minimal
infusions of foreizn exchange to yleld significant export earnings or laport
reductions. This would provide AID, the GPRM, and other domors with
opportunities for maxiaizing the impact of external tesour:ze flows.
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i sesizn 20 foe f7 vl L2, we L
*zinal afiilts oanz lapact of =2xpasiiag
2w 34TLCULbITe-Talit 2l selrrs Le.2
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. 3I2L e Tesolts 3DD.e 31
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siven toe :llocative effleiancy issue winicn arises pareniall- i Teviaws 3
tne oIF, anotuer iaalysis 4111 exaaine ¢nz allocition an: Jriting mecnitisa.
it 4110 3ssess Tae current systems ased 1o allocate rescurtes, explare tne
appropriateness of marxet-based pricing in tne face of extreme scarcizies ani
lasecuriny, and suzzest improved, realisriz alliosation svscaTs,

3v larca, 1487 {(prior to Ine pragraaml*g 3f local curTenzy zeseritad s Ine JI°
as1 Z... =80), 3 3tudy on tle potentizi ases of laCa I furTeass 1L e
Tiue confaxs 1LlD o Ce Ismpletael. Rty oLusdTzenct, Toos falitl N y
e e T S et S I
JUT;EITI . nue T I3 Lats 3 Iorelgd NI an$2c .ad= Toustlins. wlr ozIloos
axpend tile 2eficals capidly dccumulatiag ia vacious spezial zzlioaunts.  [te
study saould identify alternate uses of t.ue gZenerations [especzialiy 3s fney

encourage privace sector growth) and aamy <ross-purposes or cross-conditiosmalicy
associated with such expenditures. The resultant recommendations will shape
ur prograaming stracegy.

E. facagement laprovements.

Program Rationalization. The division of our ESF portfolio into two separate
activities (an import program and a TA projecr) will improve portfolls

performance. 1n the design process, TA will 210 longer be an appendige T
ifzestaeugit o o2 JIZ2. lae Iotussiag sfofoe TA efforT ialoTie 452 0T o4 Ilalt-
ST I3RETTRSICT Nl Ll 2MA&NIE 3I3A3Z22Ul000. 0 L4 ISl wdslaTings, Tl L2 .o
Y 4 LoGZ—terd SLraregll Jiad 3l 1 IuwiIl-s2ac ITicewara I LnfaTTelatss
aolalicies ) assistaace saouil reduce ani siaplify tne f7F wofsioa: iz dota

AlID/W and Maputo, allowing us more time for planning, reportiag, and liaison
with PVOs,

Staff Alignment. B8y July 1986, for the first time since its establishaent

ZU aonruns =2arTiiar, &ALIJa:uto will Je 4% 1ts 2s8siljnei zeili-g lavel 3 U3iis.
SUaL 3T 3@TSeS s 2T l.e 3Tall L LafluIitng Yoo r3es . 021 Ig.Tml Ll LLaILIn Il

aanagement/executive office tasks. Ine dacTival of a Progras Jfficer wili zesa
nore effeccive management of techunical assistance activities, greater atteationm
to iocal currency programming, and improved planning to optiamize the
portfolio's private sector iapact.

Improved Utilization of FSNs. All full-time non-USDH emplovees have been
localiv aired {as 7SN PSCs) aand are either Yozaabican nationals of long-tera
resitents of Mozamaiyue; AAD/Maputo aas ao [s or J3 250s. Tne latense

ietivics o eshab;isw A7 ALD oresaac2 {4 f3apulo 3n the 3inlizun nutser I

..

(¥R

Xt

-

p2rsoaasel adve Tesulted fa pragressisels alzaer lerals of
a2cocied to 3 aotivated, etreciive 734 scaff.

rl.
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All FSNs nave been or are being trained on the ADP system {first ia word
processing, tnen Lotus). The FSN CIP monitors, nanagement/program assistants,
accountant, and compuber systems supervisor have designed and implemented
integraced data bases, trdcking svstems, and administrative procedures, ia
rallavoration with USDHs and expevienced FSY ant 0N personnel fr
CSald/3wacliland.

‘Jse of PVQs. Currently, CARE and World Vislon are cooperating with the GPRM
in the relief effort. Due to intemse rural Insurgency, neither has expanded
their program into rehabilitation or development projects, nor proposed ragular
Title II programs, Africare and Save The Children have expressed an interest
in Mozambiqu2; we have encouraged them and other PV0s to undertaxe gperatiouns
in “Yozambique, if permitted by the security situation.

During FY 1985 and 1986, we appealed to AID/W to finance, from the African

Supplemental, CARE's program with the Mozambican disaster relizf agency and
worli Yisioan's operating sxpeases ralated ta Lts smerzencv Title II orogran.
InZs resuitad i3 aore than 33 million Ia ATD support and $100,000 egulvralent
in Ziababwe dollacs from tae local currency generztions of the Zimbabwe JIP.
siven the reduced level of the 0Y3, the contiauation of PVO activities will

require central funding.

Operating Expenses Savings. Inirially, AAO/Maputo (as a foreign entity) had
te pay all local costs 1n foreign currency. After protracted negotiations on
uses of the Trust Fumnd, the GPRM finally granted us an exception-to this
regulation, allowing us to pay meticais to Government agenciles (telephone,
electricity, water, and some residence rental). As regards personnel, out
ability to contract qualified professional personnel locally has substantially
lowered our expected outlays for US PSC or TCN salaries and related support
costs.

Local Currency Management. Jur major disappoiatment nas been in the progrin—
ping of local currency generations and in the uses of our Trust Fund. The
essential problem is that the metical, in a real sense, 1s valueless; it does
not serve effectively as a means of exchange. Almost every item needed by
AAQ/Maputo is imported; payment is invariably demanded in dollars. Our
successful bargaining om Trust Fund uses allows us to pay meticails to public
agencles, but does not Trequire them to make services or housing avallable to
us. Consequently, since we started paylng meticais to tihe GPRM's rental

izealv, we 1iva veczivad uo furtiaer f2sifence lazsas,

Pipeliue/Hogggage Issues. In light of the favorable disbursement performance
of the CIP and the annual, incremental authorization and finaancing of each of
its phases, neither pipeline nor mortgage issues arise for the bulk of our ESF
program. The slow start-up of the technical assistance program has resulted
in a significant pipeline, which will require the extension of the PACD of the
FY 1984 TA component of the Private Sector Rehabilitation Program.
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1Y)

comments on Aclievements and Prospects for 3rav imendazent
]'ﬂaqizatxou Contracting.

AAD/Maputo taus far has uad one opportunits to use a Srev Azendment fire, I5TL,
dadar tie duy-ia provisions of Lfs :ontTact 4its AFR/PRE.  Tae JIP nature 3
m0st of tie ‘fozambique prograia, tie sole sourze procurement of AT 32 segzenis
of tae FY 1934 TA program, the requiremear for Portuguese-speaxiag consulrants,
and tne elimination of TA for FY 1986 aave reduced prospects for Grev izendaent
pactticipation.

While legislated achievement levels do oot apply to £SF prograas, we are aaxing
every effort to provide priority consideration to such organizations. The best
prospects for contracting lie in the areas of a2vaiuations, ®MR-fuandei sruiias,
1ad speciliic tecnnical expertise required ia project/prograa iesiga.

V. Issues Requiring Bureau Actionm.

AL Clarification of Congressiinal inteat.

The preeminent i{ssue which has an impact on the Mozaambique ESF-funded program
involves the Congressional mandate to target assistance to the private sector.
According to the FY 1986 and 1987 Authorizatiom Act, bilateral funds

shall be used solely for assistance to the private
sector,...to the maximum extent practicable. To
the maximum extent practicable, such funds shall be
chamneled to um-goveromental entities...

The FY 1986 Approprciations Act stipulates that funds "mav be made avaijable
only for activicies i{a support of ciue private sector.”

3efore proceeding with a techalcal i1ssistance activity, we 2eed a ciavificazion
of tne legislative intent of these two sectlions. Do they preclude assistiace
to public entities which are essential to private sector developmear? WwWould
the language permit assistance to the GPRM to help it create g climate
conducive to private sector growth, e.g. development of macro-ecounmmic policies
supportive of the private sector, traiaing of future decisioo-aakers ia the
J.S5., or ieVelopment of a GPRM relationsaip with rtne IMF or I3RD. Toes Ixe
Banlite 11it4 UT Fup20TT far Toe SPaTs srlvale 3e2Dac Loltiizicrs o onog..

jivestiture and praparitions f[or iivestiture;?

B. Further Deferaent EE the CDSS.

In the face of a security situation which precludes amore traditiounal project
activities and clear indications of Congressional intent in the focus of the
Mozambique program, should a long-range strategy be developed duriog FY 19872
Is the strategy orientatlon presented in tnis ARS an appropriate iateria
substitute for a4 CDS§S?



R Ear ey vy A VR Ty FUFITR A
FY 1985 7Y 480 ==—{Y 1987-=—— FY WJ8& ——-—PLANNING PERIQD--—-—-
ACTUAL TSTIRAYE € 28VIMATE  AAPL M 1999 991 1342

AGRICULTURE, RURAL DLV, & NUTRLITION
TOTAL - - - - - - - - - - - - - -

GRANTS - = - - - - - - - - - - - - - - - -
LOANS - - - - - - - - - - - - - - - — - -
POPULATLON

TOTAL - - - - - = - - - - - - - - - - -
GRANTS - - - - - - - - - - - - - - - -
L0ans - - - - - - - - - - - - - - - - - -
(CEAT PROC CuMtup)

HEALTH

TUTAL - - - - - = - - - - - - - - - - - -
GRANTS - - - - - - ~ - - - - = - - - - .
LOALS - - - - = - - - - - - - - - - - -
EDUCATION a HUMAN RESOURCES

TOTAL - - - - - = - - - - - - - - - - - -
GRANTS - - - - - - - - - - -~ - - - - - -
LUANS - - - - - - - - - - - - - - - - - -
SELECTED DEVELOPMENT ACTIVITIES

TOTAL -- - - - - - = - - - - - = - - -
GRANTS - - - - - - - - - - - - - - - - - -
LOANS - - - - - - - - R - - - - - - - -
SUBTOTAL FUNCTIONAL ACCOUNTS : '

TOTAL - - - - - - - - - - - - - - - - - -
GRANTS - - - - -- - - - - - - - - - - - -
LOANS - - - - - - - - - - - - - - - - - -
INTERNATIONAL DISASTER ASSISTANCE

TOTAL 3525 3936 - =~ - = - - - - - - - - - -
GRANTS 3525 3936 - - - - - - - - - - - - -
LOANS - - - - - - - - - - - - - - - - - -
TOTAL DA ACCOUNTS

TOTAL 3525 3936 - - - - - - - - - - - - - -
GRANTS 3525 3938 - - - - - - - - - - - - - -
LOALS - - - - - - - - - - - - -- - - - -
ECONOMIC SUPPORT FUND

TOTAL 13000 9570 1SU0G 154300 15000 15000 15000 15000 15000
GRANTS 13004 9570 15000 15000 15000 15000 15000 15000 15000
LOANS - - - - - - - - - - - - - - - - - -
DA AND ESF TOTAL

TOTAL 16525 13506 15000 15000 15000 15000 15000 15000 15000
URANIS 16525 3306 15000 15000 15000 15000 15000 15000 15000
LOANS - - - - - - - - - - - - - - - - - -
PL 488 {(non~add) ) N i _
TINLE 1 J17000) (ibla) {I0ub0) (oo00)  (oud) (1o0l) (1000U) (10600) (:000)
TITLE {1l - - - - - - - - - - - - - - - - - -
TITLE I1 (9124) (16820) -~ - - (2000) (2000) (2000) (2000) (2000)

HOUSING GUARANTIES



FY 1988 ANNUAL JUDGET SUBMISSION
TABLE III -~ PRUOJECT OOULIGATIONS 3Y APPRUPRIAIICH

8956 MOZAMBIQUE (3006
APPROPRIATION ACUQUNT Ff 86 FY 87 [T
PROJECT HO. TITLE L/G ESTIMATE ESTIMATS AAPL

SCONUMIC SUPTUUT FUND

6560201 FRIVATE SZCTOR REHABILITATION G 9570 13000 - -

S5GUI05  PLCIMICAL CONSULTANCLES 3 - - 2009 2560
AND RAINLHG

03BUMUL  PRIVALE SEUIOR SUPPURT CIP 3 - - - - LUy

APPROPRIATION TOTALS 9570 15000 15000

GRANTS 9570 15000 150U

LOANS - - - - - -

DA AND ESF ACUOUNT TOTALS 9570 15000 15000

GRANTS 9570 15000 - 15000

LOANS - - - - - -
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NEW PROJEZCT NARRATIVE

A. 2roject Number and Title: Tecanical Consultancies and Training [630-J2u5:

3. Project Funding: FY1937 - $2,000,00u {3raat)
FY1933 - §2,200,300 {Sraac
FY1989 - $2,000,u8d {3ranr)
Life of Project Cost - $6,J00, 30

C. Appropriation Account: Econamic Support Fund

D, Major Development Problem Addressed:

The project is fundamentally a2 recognition of the severe constraizts iapose:
upon tie Mozampican private sector by tne lasufficiency of s<illed zanagerial
and tecnaical manpower in both private firms and ia public agencies, whose
services are essential to the well-beiag and growtn of the privare sector.

Support for tae priviate sector and tie ennancaaent of productizizy zazacizies

12 zne TWis g3als of tne developmesnt prazras Ior Mpzamsigua., Trailes
dniertaskan o7 3ADCC .in parr Wlta AlD funliag. nave coneluied Inat fszliide’ s
luman resource base 1S one of tnhe weakest ia Southern Africa. Tae Lack of

trained manpower 2as innibited the efficient operation of tne private seccor.

Since 1983, the GPRM has taken progressively more positive steps to emcourage
the private sector. However, the scarcity of manmagerial personnel and lack of
advisory services to public agencies have retarded GPRM efforts to create aa
enviromment conducive to private sector iavestzent.

E. Project Purpose.

The purpose of the project is to assist in meetiag the critical need for
managerial and techailcai s<ills to support the privace sector. The provisiza
af comsultancias and trajiaiag would allow private eatesrprises :5 Zesoestrite
and expand their productive capaclcies. It would perami: the SPRY to centinue
its momentum 1a ecouomic policy reforas, reinforce and impliement its poll:les
of returning the factors of production to the private sector, encourage
indigenous private investaent (if possible with foreign technical and financlal
partnerships), and assist in the rehabilitation of private enterprises by
bringing them back into production and by laproving their levels of efficient

operatioas.

T, frelimiadry ProgTaz Jessoiprion.

The Technical Consultanclies and Tralning Project essentially will continue and
expand a limited number of activities started under the techanical assistance
caoaponent of the Private Sector Rehabilitation Program and will complement the
material support provided under the CIP. The six-year project will be
authorized at $6 aillion in PY 1987, but will be incrementally financed

($2 million) in each of FY 1987, 1988, and 1989, PP amendments will revise
and detail the technical services and traiaing to be funded by each traache.
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it would complement the on-going CIP by assisting private eaterprises
oenefitting from its various facets, Technical support would increase the
efficiency of private firms utilizing raw materials; consultancies would nelp
factories organize and order (through the CIP) spare parts and would advise on
tne suitanility and installation of capital equipment to improve the efficlency
of newly privatized plaats in need of reinabilitation. The project would expand
tiie field servicing capacities of private truck and tractor distributors,
a2specially as they relate to CIP-furaished agricultural machinery. TA would be
provided to private firms willing, but technically not able, to serve as
fuporters of AID-financed commodities.

Jther anticipated activities represent follow-ons to earlier techmical
assistance efforts, These include services (small business accountiag and
nanagement traiaing, firm-specific feasibility studies, ete.) to emhance
privatcization prospects in the construction industry, as well as assistance to
training amechanics employed by private commercial faramers,

acognizing tiat the planniaz and implemeataticn of policy iniziatives rajuire
Xposure Lo mere market-orientai economic svstems, the tvainlag coaponeunt #4ill
flnance long-teran university fellowsaips for future Mozambican leaders, as well
as study/observation visits tailored to the specific requiremeats of curreat
senlor Mozambican officials. Finally, the project will finance comsultancles
and training to public agenclies providing vital support services to the private
sector. '

T A

The Technical Consultancies and Training Project will be mamaged by the Progran
Officer of AAO/Maputo, in collaboration with a Program/Training Assistant.
Participant training will be planned and implemented by a U.S. firm, with
demonstrated capablility to place candidates in educational institutions or
training experiences in the U,S.,, Brazil, Portugal, or African countries,

3. 2olicy Factors,

The proposed project s fully consisteat with AID's overall policy objectives,
The project's purpose is to support the private sector, providing direct and
indirect assistance to the privatization process in Mozambique. The pace and
level of structural reforms and policy changes, as well as the degree of
linkage to private sector support, will influence the funding availability for
public agenclies. Each of the proposed elements of the project will confora to
tne Congressional intent of directiag 7,3, assistaqce to the prisits sactor.

d. Design Schedule

The PID for the proposed project will be drafted in February, 1987, following
the evaluation of the techaical assistance component of the Private Sector
Rehabilitation program and a human resources development study. The PID is
planned to be submitted for review in AID/W by March 1, 1987. A PP will be
drafted during June, 1987, with authorization and obligation by August 15,

1987.
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A. ?2roject Number and [itle: Private Sector Support (636-0296)

3. Project Funding: FYI988 - §13,000,00U {Grant)
FY1989 - $13,300,000 (jranc:
FY199C - $13,000,000 {3raat)
Life of Project Cost - $39,000,000

C. Appropriation Account: Economic Support Fund

D. Major Developmeant Problem Addressed:

“ozampique continues to be in an economic morass. The Government of the
People’'s Republic of Mozambique {(SPRM) nas made siznificanr policy changes in
support of the private sector since 1984 and i{s encouraging the emerzence of 3
private sector as one neans of promotiag economic growth and stabilize, ald
f2els that t1e bDest means »f achieviag long-rerd growth is Tirougt Ine privita
sector 3nd i3 supportiag tne GPRM privace sector Laitiatives ind 2acwTizicg
furtaer sovemeat toward 3 marse: ecomomy. The Privace Sector enadilizazion
{?SQ) prograa (FY 1984-FY 1987) provided support to the private agricuitural
sector and encouraged increased production by providing foreign exchange for
productive loputs needed by private commercial and family farmers. Evaluations
have shown that the private sector farmers have utilized the Inputs and equip-
ment provided to them extensively and have {ncreased overall productiom. The
PSR program has been a successful commodity import program (CIP) and the
commodities have made a substanrial lmpact, both 1n revitalizing rhe private
farmiog sector and in lacreasing production, in the targetted regioas.

The continued scarcity of foreign exchange and the low priority giwven private
sector agricultural production since independence has led ro an extreaelvy aig:,
generally ummet demand for agricultural iaputs and equipment from tne privize
agricultural sector. The high production and economic potential of tne private
agricultural sector and tre comtinued large unmet jemand warraats tiae :oatiaued
AID focus on providing agricultural equipament and inputs to private farsers.

E. Project Purpose

The purposes of the Commodity Import Program are to (1) continue to provide
currenc lv unavailable ag-icultural faputs, zapital equipment, ani i{3plezancs
To zae prifaga azticultaTil seczor (Zaally sunl fomIercial Tarzers. il
cooperatives and {2) provide raw matarials to private facrtories for tne
manufacture of agriculturally related materials in short supply. The
objective of the assistance, a major part of the AID strategy in Mozambique,
is twofold: to demonstrate and expand the productive capacities of the
private coamercial enterprises (both farm and non-farm) and to increase the
agricultural output of the private sector, in general. The purposes of this
project may change samewhat depending on the tough economic structural

ad justments which the GPRM will most 1likely make Iin the next vear. Also, this
project will closely alizn with anv new IBRD or IMF iaiciatives.
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f. Preliminary Program Description

Tne Private Sector Support CIP will be fundamentally a continuation of the
Private Sector Rehabpilitatioun CIPs, but with more of an emphasis on systemic
oroblems and on ensuring that the aix of commodities has the highest potential
for value-added in country, especially for earning foreign exchange. The
?rivace Sector Support program will be funded over three years with a plaanned
total program cost of $39 million. It will involve annual authorizations of
$13 million tarough separate PAAD documents.

The Private Sector Support CIP will continue to supply private farmers who have
been supported under the Private Sector Rehabilitation programs. Private
farmers in additional geographic areas will also be considered for assistance,
Approximately $10 million annually will be used to purchase a rational mix of
inputs and equipment, including fuel and lubricants, depending on the require-
nents of each targetted area and the potential of the various zonmodities to
affect production. In additiom, about 33 =m{llion annually will be used to
purchase raw aatarials or, in some cases, slant or =2quipment for those privats
aanufacturing firms «#ith aiga growta and foreign-excnange earniag potential aund
those sanufacturing processes witia nigh value-added end-produsts.

The Private Sector Support CIP will be managed by the Supply Management Officer
in Maputo. The same very successful procedures as used in the PSR CIP will be
used for the Private Sector Support CIP. The AAO/Maputo has two CIP monitors
who will continue to monitor and evaluate the PSS CIP,

G. Polley Factors

The proposed Private Sector Support CIP is fully consistent with AID's overall
policy objectives. The program's purpose is to support exclusively the private
sector and will also include direct and indirect support for privatization in
Mozambique. The pace and level of structural reforms and policy changes in
Mozambique will influence the ultimate purpose of thie program. However,
continued movement by the GPRM in supporting the private sector and a wsarket
economy is expected based on past Indicatioms.

H. Design Schedule

The PAIP for the FY 1988 CIP will be completed in October, 1987, and the PAAD
desiyned in Jaquarv, 1988, f£-rllowinz PAIP resiew zni appcoval from AID/w. The
first year of fue Privace 3Sector Support IIP will oe designed usiag the fiad-
ings of tne FY 1986 PSR III program evaluation and other planned studies, such
as a a study on the production response of private farmers and an analysis of
the allocation process. We expect that the PAAD will be authorized by the
USAID/Swaziland Director in February, 1988, under the current delegations of
authority.



AID PROGRAM IN FY 1388
ANNUAL BUDGET SUBMISSION
TABLE V - PROPOSED PROGRAM RANKING

DECISION UNIT 656 M0ZAMBIQUE
PROGRAM FUNDING

ANK NEW/  LDAN/ 73200)
PROJECT TITLE CONT SRANT APPROP  INCR o
1 205 TECHUNICAL CONSULTANCIES CONT 3 i§7 2300 134

AND TRAINING

2 JlJo PRIVALEZ SECTOR SUPPORT CIP NEW 5 =57 Bald Bedd
3 PLO2 PL 430 TITLE II - WORLD VISION P2 {2000) 15000
4 PLO2 PL 480 TITLE II - GOVT/GOVT P2 (15000) 15000
5 PLOLl PL 480 TITLE I - MOZAMBIQUE Pl {10060 15000
® $416 SECTION 416 - MOZAMBIQUE S4 (6000) 15000
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FY 1983 ANNUAL BUDGET SU3MISSION
Table VI - Expenditures cof Local Currency Z>zneratious
(ail ia the U.S. dellar equivaleats, and ia $-millions)

19385 1936 1357 1933
Jource/Purpose ACTUAL ESTIMATE PLANNED B20235zD

e k. i e e it [ ————

L. ECONOMIC SUPPORT FUND

A, Public Development Activities - - 1.5 4,5 4.5
Rcad and Market Construccioa

. Refcrestation

. Irrigation Schemes

Storage Facilities

P VY I 6 I

3. Privace Sector Programs - - 2.0 3.0 3.9
1, Lind Clearing on Private
5mall farzs
. izrizazion Schezes
. Assistamce to entrenrsieurs

L I

C. Public Sector Recurreat Budget - - 3.0 4,0 5.0
1. Support for Relief
Cocrdinator {D.P.P.C.N.)
2, Support for GPRM budget

3. AID Operating Expenses - - 0.179 0. 197 9,217
(Trust Funds)

II. PL 480

A. Public Development Activities - - 5.0 9.2 3.9
1. Rcad apd Market Comstructioa
2. Support for Relief Effcrt

B. Private Sector Programs - - 1.0 3.5 4.9
1, Marketing Programs
2. Irrigation Schemes

[ 4]
i
o
[
H
L
t
L

. fubliz Secter macyrrent 3uizast - -

1. Support for Relief Effort

13,679 26.697 29717

TOTALS -

N.B. Above represents AAO/Maputo best estimpates; AAO aad GFRM will i::tia;e study
to develop local currency use strategy and plan to be coampletsd by March 1987,
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LOCAL CUSRENCY USE PLAN

A. JSenerations Jnder P.L. 430

Substantial amounts of local currency have been generated Srom Ine TY 1944 and
Y 1983 PL 48V prograns {a Yozambique. is of fay 29, 1986, ine special
accounts for tne PL 48U enerations {dotn Tizle ! and Tirle Il amergeacy} :otai
over 1.1 oillion ameticais {wortn about $27 =aiillon). Very little of these
funds nave yet been programmed, althougn tne GPR! 21as 3 plan 9 progras adoul
+JJ million meticais.

ia FY IY8b, local currency will be generated ‘ram tne sale of 73,000 amecric
tons of Title I zraias and of about 42,500 metvric toas of Title Il emergeacy
srains. 3ased on estimates for the local sales prize of ctae zrains whizxan will
Zenerate tiae local cutrency {average of 13 aeticais per ¢ilo), aad usizg in
exchange rate of 42 meticais/dollar, the jollar equivaleat of zie expected
local currency zenerations 1s over $36.3 aiilioa; taxis is wnile tne 33 loast af
tae zraia wili de less tian 320 =iliianm,

3. eaericions Jader tae Tonmodits laporT Jrogrin

Juder tie commodity import program, all ftems were sold to private or
cooperative farmers with the proceeds accruiag to the various parastatal or
private importers or the retailer in the countryside. Depending on the
cammodity, proceeds are generated, for purposes of deposi: iato tae Special
Account, either by the payment of the importer, the distributor, or zhe actual
purchaser (in the case of capital equipment). In additionm, altaough aot
applicable to the FY 1984 CIP, the FY 1985 CIP includes and all future CiPs
will include the requirement that proceeds froa the surcharge be deposited iato
the special account as well. This will resulr in generarions at least Zouble
tae CIF value of the commodities in FY 1385 and afrer.

The 3PRY has nade coatributions to the speclial account for tne 2IP o3 scnsiule.
As of Hay 2U, 1986, tae CI? special accounts nad over 322 milliiose zericals
{worth about $7.5 million). It is expected that an addirional 40J miliioa
meticais (worth about $9.5 million) will be generated from the FY 1935 CIP and
residuals from the FY 1984 CIP before December 31, 1986. It is estimated that
the FY 1986 CIP will generate over 800 aillion meticais, or the equivalent of
about $19.1 million because of the substantial surcharge on most of the
comnolizies to be imported.

-. Local Catrancs Tse

To date, no local currency funds from the special accounts have been disbursed
nor have there been any serious proposals fros the GPRM for the use of those
funds. On May 19, 1986, we received a draft copy of a proposal from the GPRM
for the use of over 409 million ameticais for various projects, incliuding the
local costs of the Sable—Inkomati dam funded by the Italians and the
installation of sprinkler irrigation systems on 21,000 hectares ia the Chokwe
region. Although their proposal represents a start {n the prograsmiag process,
sany of their projections are unrealistic and the amount is szail compaTteil to
our surrent and projectad total local currency generatioms, This poor Tecori
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{3 Jue £o a auaoer of radsons. Sigst, the PR is very seriocus about using the
i2neritions for Jevelopment projects and has not even approacied tie AAO/M
ioout using these funds for recurreant governmeub budgetary support. dowever,
Jecause tae iocal currency can purciase very lirtle oesides labor, levelopment
Jrolects raquire foraign excidage fesources [or 1 vervy large percentiage of
Chels Total zosts and foreizn excaange is very scarze. Second, tne office In
tne PN wnlca Is trylag to coordinacta the programming and disbursement of
taese funds is understaffed and nas few traiaed officials to evaluate various
proposals. Tuaird, the AAOLs not yet fully staffed and tne AAO just loes not
nave tie time required to follow up with tne GPR4 on a regular basis. Jne of
the major tasks of tne new AAQO Program Officer will be to program local
currency funds.

As8 3 rfesult of tae lack of programmiag to date and the substantial local
curreacy witico aas been and will be generated in the special accounts, tne
Aad/Maputo wiil taiciate 2 study usiag PMR funis to 2nalvze tae aacro—econamnicz

ftap.icazions of variows uses of the local currancy lnciuiinz an anilvs!
fe. 17UDCTIORETOLL2Y Local luTrf2ucles L0 tle Sodnbrv., 4352353 L. 5053
of i€ LoCdl currency funds luacluding lanovacivce or aew lisas)y, 4al 1=2tlw

strategy and plan for use of tne local currency generations. Wwe gxpect to kave
tais study completed by Marca 31, 1487, With the arrival of the Program
Officer in July-August, 1986, and tue completion of the local currency study,
the local currency generations snould be utilized to a much greater extent than
das been the case.

We expect that the local currency generations will continue te be for tue most
part allocated to agricultural development activities, especially those that
nave a high impact on the target population of the Private Sector Rehabilita-
tion Program: the commercial and family farmer. The general criteria for use
is rnat the expenditure must relate to the private sector and agricultural
development geoals of our joiat cooperative economic undertaking.

dowever, dependiag ou tne findings of tne study, the AAQ will alsp consider tuae
possibility of using some of the generations for government budgetary support.
This method of utilizing local currency proceeds is a sensible alternative
under present conditions in Mozambique for several of the reasons stated above.



FY 1984 ANNUAL 3UDGET 3UBMISSI

MISSION QPERATING =ZIXPENSE NARRATIVE

i, Manageszent liprovements

Tae AID Affairs Jffice was estiblisned i{n Noveader, 1984, wizn two 7.35.
Jdirect dires assigned on a long-term TDY basis. Ia darca 1385, two positions
were filled with permanent staff, and tne third position was assigaed i3 Juane,
1985. The office has been operated by three U.S.direct aires, with supporting
locally-hired FSNs, for more than ome year. The full compliment of five direct
iires snould be attained by July, 1986. Ia the interim, AA2/Maputo 1as :allet
on JSald/M4babane, REDSO/ZSA, and AID/W for TDY assistdace. witn full stafiiag,
Lz {8 expected thdat requests for TDY assistance would be reduced.

Tne 330 nas 2een able fo rezcuit FSNs for smea posiziocnsg ziat ire
aoc3aa iy “illed at otner USAIDs by ITNs, taus savinag Ln s3laTts 3aal suppal:o
<ost3, ind lavastiag {a long-tera ;anmi “aeats dy locallr iilTed stafi, Az

accountaant 1as been aired, who raceives on site traiaiag botn ia ﬂaputa ind
4babane by the USA_T.D/‘-!babane Controller. Procedures relating to fizaacisl
management and tracking have been implemented. Ia addition, reports have been
computerized.

A Maintenance Supervisor was hired ia March 1986, who works closeiy wizn
the Zambassy GSO. Since AAO/Maputo is still {n the 1.atte" stages of starrt up,
addicional housing has to be acquired and brought up to U.S. standaris, and
the AID Office Building requires adaptations to sake it conducive to the work
enviromment.

Traiaing of local staff is an ongoing acrivity, carrvied out i1 several
pnases., Coamputer traialag is a regularly scneduled activity. The direzt iiras
have full responsibility for training the FSNs supervised by them {3 AID
specific procedures. In addition, management and fisancial trainiag are
provided by staff from USAID/Mbabane.

B. Justification for Fundinﬁ Changes

Most major operating expenses relating to the establishaent of an offize
1ad prasenza aave een a3ide, or lave Sean sSulgere:r Ior T Men., The silcn
oui ldi1g was purcaased {2 1983, and the offices ire equijzpes 4iti aost
furaiture, ocffice macnines and computer equipment and venicles to suppolt Ihe
current and projected staff through FY 1987, To better utilize the floor
space, and better accammodate the full time staff and TDYers, renovatioms w#iil
be required, for which floor plans have been made and security comsiderations
have been planned.
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C. Trust Fund

The Canmodity Import Programs generate local currency (Metical) for the
Trust Fund acceunt. The CIPs, by FY, have or will generate the following
{estimates oaly):

7Y Percentage Metical Value J.5. Dollar Zquiv, **
1984 2% 5,100,000 127,500
M85 3.5% 16,800,000 420,000
1986 3.5% 13,400,000 335,000

SUB TOTAL: 35,300,000 882,000
1887%* 3.5% 18,200,000 455,000
19dax* 3.3% 18,200,400 435,000

A Trust Fund Agreement #as signed ia August, 1985, and AID nas been
zranted special concessions that Forsign Diplomatic Missions aand International
Organizations normally do not obtain in Mozambique., While other entities are
required to pay for telephone, telex, electricity and water in dollars,
converted at the official rate of exchange, AID has been granted authority to
pay for these costs with local currency from the Trust Fund account.

In addition, the GPRM has agreed that AID can pay reantals with the Trust
Fund generations. AID currently occupies two (of five) resideunces leased by
the GPRM, but both lease agreements allow for the deduction of the renovation
costs from the rent, effectively amortizing approximately two and ome-half
years of rent for each house. Therefore, rentals will not be paid with Trust
Fund generations until January 1988 for one residence, and January 1989 fot the
second residence.

For Mozambican nationals who are employed by AID, a portion of thelr
salary is paid in Meticals from the Trust Fund. Unfortunately, employees are
finding the local currency diminishing in buying power by the month, and are
requesting that more of their salary be covered by dollars, to enable them to
buy food, which cannot be found on the open market, nor obtained with thelr
ration cards.

Jtoner amiscellaneous zosts ace payable in Meticais, includiag local labor
for car and appliance repair, and all port clearances. It is absolutely impos—
sible to buy supplies with local currency, since there is nothing available on
the local market to purchase.

* FY 1987 and FY 1988 are based on a projected CIP funding level of
$13,000,000 p.a.

**% The offlcial rate of exchange is approximately 40 Meticals to $1.00, while
the parallel market offers up to 1500 Mericais per dollar., A devaluation
of tne Metical is expected at any time, thus affecting the amount and value
of the deposits into the Trust Fund account,.
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FY 1988 ANNUAL BUDGET SUBMISSION

TABLE VIII (a)
INFORMATION ON U.S5. PSC COSTS

Position Title/Description FY 1986 FY 1987 FY 1988
Management Officer 35.9 -0~ -0-
35.9 e -J-

TOTAL:



Description

1988 ANNUAL BUDGET SUBMISSION

Medical Services

Computer Training

Misc.

Services

TOTAL

TABLE VIII {b)
All Other Code 25 Detail

FY 1986 FY 1987 FY 1988
2.0 3.0 4.0
2.0 3.0 4.0
10.0Y 12,40 15. 30
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FY 1988 ANNUAL BUDGET SUBMISSION

INFORMATION TECHNOLOGY NARRATIVE

Since its establisnment, the AID Affairs Jffice has laplemented the utilizarion
of tne WANG PCs in as many operations as possible. The first unit #as brought
by tne first person to arrive at Post, on a long term ITDY, and the use of the
camputer has been applied to as many functions as possible since the beginning
of the AID presence in Mozambique.

The AID Affairs Qffice in Maputo uses its four WANG Personal Computers
constantly for:

Word Processing: documents, translations, cables, telexes, grant
agreements, letters (in both English and Portuguese),

Spreadshests: Commodi:zy Import Program budgets ani zonitoriag; sommoiiz
distzibution 2nd sale; CIP f£ield nonitoriag to evaluare effect of
AlID-financed imports om output; local currency and trust fund accounts
deposit monitoring; purchase order tracking; housenold inventory coatrol;
expendable item control and reordering cycles; operating expeunse budgets,
in U. S. dollars and local currency from trust fund.

Automation of routine, repetitive clerical functioms: FSN payroll,
purchase orders, vouchers, covering memos and letters for transmitctal of
documents to Embassy and to Governoment agencies.

Automated tickler system for action cables, letters, memos and documents,

Under the direction of the Commodity Management/Executive Jfficer, AAD/Maputo
has hired a Computer Systems Manager to facilitate the ruaning and davelopment
of the computers. Responsibilities include:

Developaent and implementation of training for all FSN and U.S. Direct
Hire staff. Training of FSNs is critical, since there has been no
computer training available in Maputo, on any kind of equipseant.

Custom made programs for procedures particular to the AID Affairs Jffice

requireaeats, iacluilagz glossariss for project manageaent and fally
of fice operations.

Successful negotiation of a maintenance contract with the authorized
WANG dealer in a neighboring country. This has allowed the AAD to
obtain quick and reliable service and to maintain all work stations in
full operating mode.

Coordination of maintenance services when rechnician is at Post.

During FY 1986, AAQ procured a PTP-3 tape punch. This will allow for messages
to be transmitted by telex from the AAC to be drafted in the word processing
software and then have the tape automatically prepared for feeding iato the
telex machine, This process will eliminate the necessity of preparing the
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message at least two times, once by the drafter and again by the telex operator
for transmission, thus making message preparation more efficient. In additionm,
the use of the tape punch can be applied to the preparation of text of State
Department cables for transmission,

A modem was also procured, but is not yet installed. Its main use will be to
send and receive financial data from USAID/Mbabane, where the Controller for
the AAO/Maputo is located. With the recent availability of direct dialing
between Mbabane and Maputo, this equipment can now be installed.

The fifth WANG PC was ordered duriag the third quarter of FY 1986, and should
be in operation prior to the end of the FY.

It is foreseen that additional software will be procured, as innovations come
on the market, An integrated program of spreadsheets and word processing, such
as "Symphony” or "Jazz" would be useful. In addition, "Time Line", a project
management/tracking system, approved by M/SER/IRM, is being considered. A
Direct Hire emplovee will be avaluating this program duriang this fiscal year
and @ake a determination as to appliczdility to tne Post’s needs.

Due to the large number of reports, charts and graphs required for evaluatioms
of activities, a graphics capability will have to be developed. The latest
technological breakthroughs will be reviewed prior to the end of this FY to
determine the best equipment appropriate for the Post’'s requirements.

Two more workstations have been budgeted for FY 1987 due to the increase in
professional staff, the constant TDY demands on ADP equipment, and increased
implementation of camputerization of all office functions. This will bring
the workstation to user ratio at 3.0 (with consideration of TDY personnel, the
user ratio would be higher than 3.0).

An evaluation of the Post's camputer training and implementation of camputer
use should be conducted by M/SER/IRM after March, 1987, to allow for a ome

year implementation of the training program by the Computer Systems Manager,
and at least eight months of a full complement of U.S. direct hires at Post.

The automated equipment acquisition planned for the FY 1986 through FY 1992
period is as follows:

FISCAL YEAR: 1986 1937 1983 1949 1999 1991 1992
PC Work stations 5 7 7 7 7 7 7
Users 19 21 21 21 21 21 21
Users per work statiom 3.8 3.0 3.0 3.0 3.0 3.0 3.0
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TABLE VIII (c)
OBLIGATIONS FOR ACQUISITION, OPERATION
AND YSE OF INFORMATION TECHNOLOGY SYSTEMS

1.

FY 1988

Capital Investment

A.

B.

Purchase of Hardware 0.0 14.0

Purchase of automation equipment

by the Mission, such as Wang VS
miai-computer, WANG 0IS System,
WANG WP equipment and amicro-
computers (including portables)

and their associated workstations/
terminals, priatars, and talecon~
aunications nmodems and aultiplexers,

Purchase of Software or Other

Equipment 2.0 3.0

Purchase of software by the
Mission to operate on existing
or new automatiomn, equipment
(hardware) -—— CP/M, Mulctiplan,
DBASE II and III, Microstat,
LOTUS 1-2-3, etc. Other
equipment inc ludes special
purpose furniture,

Site and Facilicy 1.5 3.0

Cost of proposed site
coastruction to prepare for
setting up a WANG VS or

WANG OIS automation system,

such as raised floors, walls, 13lr
condicioning, power line
condicioners, and the
uninterruptable power supplies.

Subtotal 13.5 20.0

4.0

3.0

7.0
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TABLE VIII (¢) (continued)

Item and Explanation FY 1986 FY 1987 FY 1988
2, Personnel .3 1.0 1.0

Missfion will provide requirements
below for the number of personnel
fnvolved in supporting the infor-
mation technology functions
according to the following categories:
Number of Personnel engaged in

Systems Management,

Systems Qperation,

Programming and Systems

Development, and

Clerical Support.

(Personnel that use systems will

not be included).

A, Total Compensation, 3Benefits,
and Travel

B. Total Work Years .5 1.0 1.9

3. Equipmént Rental, Space, and Other Operating Costs

A, Lease of Equipment

Obligations for lease and
maintenance of non-government
owned equipment (rented
equipment) and software
furnished as a part of the
rental contract.

B. Space

Obligations for lease of space
or government furnished space to
house automatic equioment as
well as space for personnel
(direct~hire and contractor)
involved in the information
technology function (see 2A &
2B) including basic utilities
and housekeeping services.
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Item and Sxplanacion

c.

Supplies and dther

Obligations for supplies and
software rental {not included ia
4 reantal contract for equipment).

Nonr—Commercial Traiai

Obligations for planning and
conducting government operated
training to prepare users to
make effective use of automation
resgurces,

Subtotal

Commercial Sarvicas

This includes obligation for services
where payments are made to private
industry.

A.

Camputer Time

Obligations to fund contract
with a private firm to provide
computer time to the Mission.

Leased Telecommunications Services

Obligations for leased telephone
lines and other telecommunication
services to obtain data from other
computers or to transmit data.

For missions, where applicable
include, but identify separately
the lease of local telephone
iiies, modens, and otaer equijment
to reach the American Eabassy's
0ffice of Communications for the
purpose of transmission of data to
and from AID/W.

VIII{¢) {(continued)

FY 1986 FY 1987 FY 1988
4.0 5.0 5.0
1.0 1.9 .9
5.0 6.0 6.0
2.0 2.0 2.3
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TABLE VIII(c) (continued)

Explanation FY 1986 FY 1987

Operations and Maintenance

(1) Operations
Include funds to be
obligated for contractor
services to operate a WANG
VS computer or an QIS
System (system administrator
and staff, not workstation
operators).

{2) Maintenance 6.0 8.0
Include obligations for
contracts to maiantain
government—owned equipaent
(hardware) and software that
is currently in place in
1A and 1B above.

Systems Analysis and Programming

Obligations for contractor
services to design and program
new ADP or QIS application
systems and to wmaintain existing
application systems.

System Design and Engineering
(Do not complete - OMB
requirement not applicable to
AID.)

Studies and Other

Obligations for management and
feasibility studies, requirement
defi{nitions, and commercial
training.

Subtotal 8.0 10.0

TOTALS

Total Obligations 26.5 23.5

Work years (from item 2A) .5 1.0

FY 1988

8.0



TABLE VIII(z) (continued)

Item and Explanation FY 1986 FY 1987

FY 1988

5. Special Breakout 13.0

A

Amounts includes in Mission
allowances for existing

systeqs. (Includes 2A, 3, and

4,) (Services for equipment in
place only.)

Amounts included in Mission 36.0
allowaoces for new or expanded
stems. (includes 1, 2A, 3,
and 4.) Equipment and services
for new efforts begianing during
the fiscal year.)

23.9
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FY 1988 ANNUAL BUDGET SUBMISSION

SUPPLEMENT TABLE VIII (d)
INFORMATION ON U.S. DIRECT HIRE STAFFING

Position Title

6560005
6560008

6560010

5560015

6360025

AID Affairs Officer
Program Officer

Food for Peace
Officer

Commodity Managesment/
Executlve Jrficer

Executive Assistant

TOTALS:

AFRICA BUREAU

Prograa Management
Responsibility

Primscipal Officer
Technical Assistance/Training

Food/Humanitarian Assistaace

Commodity Import Program

None

——

FY FY FY
1986 1987 1988
1.0 1.0 1.0
0.3 1.0 1.0
1.0 1.0 1.0
1.0 1.0 1,1
0.3 1.0 1.0
3.6 5.0 5.0
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FY 1988 ANNUAL BUDGEZT SUBMISSION

SUPPLEMENT TABLE VIII (e)
INFORMATION ON IDI STAFFING

AFRICA BUREAU

BS
Code

Title

None

FY
1986

Y
1987

©
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FY 1983 ANNUAL BUDGET SUBMISSION

SUPPLEMENT TABLE VIII (f)
INFORMATION ON FOREIGN & THIRD COUNTRY NATIONAL STAFFING
AFRICA BUREAU

Fund FY FY FY

FSN/TCN Descriptive Job Title Source 1986 1987 1988

FSNPSC Accountant TF (50%) 0.5 1.0 1.0
0E (50%)

FSNPSC Building Maintenance Supervisor OE 0.5 1.0 1.0

FSNPSC Administrative & Program Assistant OE 1.0 1.0 1.0

FSNPSC Secretary/Receptionist 0E 1.0 1.0 1.0

FSNPSC Procurement & Management Assistant JE 1.9 1.9 1)

FSNPSC Food for Peace Monitor OE .2 1.0 1.0

FSNPSC Food for Peace Secretary AFSUPP 0.5 0.5

Food for Peace Secretary OE 0.5 1.0

FSNPSC Senior Driver TF (75%) 1.0 1.0 1.0
0E (25%)

FSNPSC Driver TF (75%) 1.0 1.0 1.0
0E (25%)

FSNPSC Janitor TF (75%) 1.0 1.0 1.0
CE (25%)

FSNPSC Computer Systems Supervisor 0E 0.6 1.0 1.0

FSNPSC Driver TF (75%) 0.3 1.0 1.0
OE (25%)

FSNPSC Driver TF (75%) 0.3 1.0 1.0
0E (25%)

FSNPSC Commodity Import Monitor PG 1.0 1.0 1.0

FSNPSC Commodity Import Field “onitor PG 0.5 1.9 1.9

FSNPSC Training Assistant _ 0E 1.0 1.0

FSNPSC Secretary QE 1.0 1.0

TOTAL: 10.4 17.0 17.0
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SUPPLEMENT TABLE VIII (g)
INFORMATION ON PART-TIME STAFFING
AFRICA BUREAU

Fund FY
Deszriptive Job Title Source 1986
Typtst OE 0.3
GSO Asslstant OE 0.3

TOTAL: 2.6

FY
1987

0.5

0.5

1.0

FY
1983

3.5

0.5

1.0
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PL 480 NARRATIVE

FOOD ASSISTANCE UNDER PL 480

A, TITLE I AND TITLE II PROGRAMS

In FY 1985 Mozambique and AID re-commenced a Title I program; AID supplied a
total of 86,000 MT of corn, wheat, rice, and related ocean transport with a
value of $§21 million. In FY 1986, AID will supply an additional 75,000 MT of
corn, wheat, rice, and will finance ocean freight for a comblned total of
$13.9 aillion. For FY 1987 and FY 1988, under Title I, the GPRM is requesting
the same volume and mix of commodities and, given the foreign exchange
coastraint, 1s requesting ocean transportation fimancing. AAO/Maputo has
limited the request to the $10 million AAPL supplied by AID/W.

As \ID/W is aware, there exists a cricical, long tera structural food deficit
in Mozambique wnich will probably require continued nizh levels of food assist-
ance during the next several fiscal years. We are planning an evaluation and
strategic planning study team to be fielded in the near future, one which will
develop an overall food assistance strategy and make recommendations on the
types and levels of assistance in FY 1987, FY 1988, and out-years. The study
may suggest a PL 480 Section 206 program, or a Title III accommodation, due to
the critical financial and foreign exchange position of Mozambique. Title I
may be changed to Title II Emergency, due to the lack of foreign exchange and
the potential inability of repayment in the foreseeable future. All of these
items will be studied by the team and recommendations will be forthcoming,

B. TITLE I1 EMERGENCY ASSISTANCE

1. WORLD VISION INTERNATIONAL (WVI)

In FY 1985, wWorld Vision International received 13,000 MT of corn from the USG
under a PL 480 Title II Emergency Program for distribution in Mozambique. . In
cooperation with the Department of Natural Calamities (DPCCN) and the
Mozambican Red Cross as sub-cooperating sponsor, WVI distributed these commodi-
ties to drought/insurzency affected reciplents in Tete and Manica Provinces of
Yestern “Yozambiqua, and to a smaller number of recipients in Gaza, [he
currently approved FY 1986 Tirzle Il Zmergency Progrim consists of 12,960 MT of
beans, corn and vegetable oil. Distribution is on-golng primarily in Tete and
Manica Provinces with a small quantity of 750 MT of corn going to Gaza. This
program is currently reaching 100,000 bemeficiaries on a daily basis. Due to
recent insurgent activities in Quelimane, WVI was authorized to divert 2,000
MT to Zambezia for the feeding of approximately 100,000 persons who have fled

their farms and now require food assistance in that province.

For logistical purposes, the WVI Office is presently in Harare. An offlice in
Maputo is being opened in the near future, and they have already opened small
sub-offices in Tete and Chimoio. To date their staff includes an American



- 53 - PL 480 Narrative

director, a Canadian program field director, an office staff of three, as well
as taree monitors or field supervisors who moni:zor food distributioms, conduct
end use checks, verify warehouse documentation, prepare monthly reports aad
carry out cecasultations with local countarparts.

AID/W has recently agreed to approve two separate tripartite agreemeats with
Zimbabwe and Malawi for 10,000 MT of white corn, of which 3,000 MT will come
from Malawi to Tete Province and 7,000 MT from Zimbabwe to Manica and Sofala
Provinces. Zimbabwe and Malawi will receive an equivalent value iz PL 480
wheat. This was an emergency response to the severe food shortages now being
experienced in Tete, Manica, Sofala, and Zambezia Provinces. The program will
be implemented by WVI using their current staff and on-going operatioms. A
Supplemental Operational Program Plan for this additiomal 10,000 MT of corn
under the Tripartite Agreement has been approved by the GPRM and AAQ/Mapurto,

WVI receives program support from a variety of scurces to assist in the
implementation and monitoring of {ts ongoing eamergency program. This prograa
2xpansion will be supportel Irom tnose same sources, For :the periad Fehruary
1986 to Tebruary 1987, WVI expects to receive an JFDA zrant for prograa
iaplementation amounting to $236,000. Ia additioa, the Government of Ziababwe
has already coatributed Z$ 120,000 for support costs in Ziambabwe, with another
2$ 170,000 committed. Finally the GOZ has agreed to an additiooal 2$ 150,000,
winich will bring their total contribution to Z$ 440,000, or appraximately
Us$270,000. The GPEM will contribute approximately $10,000 in local currency
for program support. WVI expects to coantribute US$ 186,578 of its own funds
for program support and implementation.

At present, WVI has no plans for phase out/down of operations in Mozambique, as
the needs are expected to remain constant or increase as the security situatiom
shows no sizns of improving at the present time. WVI expects tc continue a
Title II program for FY 1988 and will request commodities of at least

$1 aillion to support the prograam.

2. CHURCH WORLD SERVICE/CHRISTIAN COUNCIL OF MOZAMBIQUE ({WS/CQ4)

Since 1984, CWS/CQM has been working in Mozambique with a Title II emergency
feeding program for 34,000 drought victims in 10 areas of Inhambane Province.
They are in the midst of distributing 3,754 MT (valued at about $1.7 sf{llioun)
of corn, rice, and vegetable oil. CWS/CCM also received a grant of $65 taou-
sani from JFDA wnich covered 30 perzent of the cost of four 15-toa truc<s I3T
use in tne Innambane program. They also purcnased 24,000 lirers of Iuel to
assist in commodity deliveries.

Ou the national and local level, CWS/CCM works closely with the DPCON., Im fact
their commodities are all countersigned and delivered to the central regious by
DPCCN using two of the CWS/CCM trucks and from there they are delivered to the
CWS/CCM provinclal coordinator who monitors the receipts and disbursements of
contyibuted commodities leaving DFCCN warehouses {a Inhambane.

For FY 1987 and FY 1988, CWS/CCY will be subamitting a request to coutinue their
on-going program in the Inhambane Province. They expect to request an increase
in their beneficiary level from 33,500 to 50,000 and to serve 15 locatioas {a
12 districts of the province. They will be requesting the same caamodities as
they are now distributing, i.e. cormn, rice, vegetable oil, beans and peas.
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Country: Mozambique
FY1988 ANNUAL BUDGET SUBMISSION
TABLE XI

P.L. 480 TITLE I/ILII REQUIREMENTS
(Dollars in Millions, Tonnage in Thousands)

Actual Estimated Projected

FY1986% FY 1987%=* FY 1988*x
Commodities $ MT $ MT $ MT
Title I
Corn 3.1 30 2.2 21 2.2 21
Rice 2.9 10 2.9 10 2.9 i0
Wheat 4.4 35 2.8 22 2.8 22

Total 10.4 75 7.9 53 7.9 53

Title III

Will be considered by PL 480 Strategy/Evaluation Study to be
carried out in June 1986.

——— ————— o ——— - v "}

Comment:

* Tncludes $2.5 million for 10,000 MT of corm and 15,000 MT of wheat
now under negotlations.

** Ocean freight of about $2.1 million will have to be financed under
Title I agreement due to lack of foreign exchange.
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STOCK SITUATION

Coamodity - Corn
Begianing stocks
froduction

Iaports
Non-Concessional
Concessional (Title I)
Consumption

Ailling Laosses (3%
Ending Stocks

(Food Deficit)Net Supply

Commodity - Rice
Beginning Stocks
Production

Iaports
Nor-Concessiocnal
Concessional (Title I)
Consumption

Milling Losses (30X)
Endiog Stocks

(Food Deficit)Net Supply

Commodity - Wheat
Beginning Stocks
Productioa

Imports

Non-Concessional
Concessional (Title I)
Consuaption

Znding 3tocxs

(Food Deficit) Net Supply
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TABLE XII
PL 480 TITLE I/III

Supply and Distribution

(000 Metric Ton)

MAY 1986-APRIL 1987

Country: 4ozambigue

ZSTIMATED FY 1983

22
33

(61)

21

P
-

(303)

worBo

{34)

r
I [ =N =)

-~
o
C

NOTE: These do not represent the total production and requirements scatistics
of the entire country. This table provides the needs of and the availabilicy
to the 3 m{1lion urban dwellers and 2 million rural inhabitants negatively
lmpacted by the lansurgency and the residual effects of the drought. The
remaining 8 million rural Mozambicans are deemed to be self-sufficient, with

needs equaling production,



TABLE XII (continued)

Comment:

The total deficit for corn, rice and wheat totals 439,000 MT for 1986/87,
Mozambique 18 experiencing a tremendous food deficit. Farmers have been
fleeing their farms since 1983 when they abandoned their fields completely.
Farmers wio remain have ao incentive to produce any more than for their own
aousehold, Surpluses become targets for attacks by insurgents. Food which is
produced is often stolen or burned, and rarely enters the official marketing
systems. Despite having some available funds, farmers also have trouble
obtaining food when they flee to urban areas.

Prevailing econamic policies also discourage production of marketable
surpluses. Low producer prices provide little incentive for farmers to produce
nore than subsistence quantities, The metical is significantly overvalued,
requiring strict rationing of scarce foreign exchange. These factors basically
preclude the lmportation of consumer goods. There is little farmers can obtain
with casih from the sale of commodities, and thus little Incentive to market any
surn lus.

Tne after-effects of the recent drought persist in many parts of sauthern
Mozambique. Additionally, the reduced levels of rainfall that have limited
agricultural production in Matabeleland (southern Zimbabwe) have also reduced
subsistence farmer output in pockets of Gaza and Inhambane Provinces, where the
capacity of the solls are reduced and seeds are of poor quality.

It needs to be emphasized, however, that this food deficit is primarily
structural in nature and camnot be expected to decline significantly until the
gsecurity situatiom improves. This is not likely to happen in the near future.

For further details on the magnitude and causes of the food deficit, see
 HARARE 1942 dated April 3, 1986 and HARARE 2139 dated April 12, 1986.
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TABLE XIII
PL 480 TITLE II

I. Country : Mozambigque

A, Sponsor’'s Name: World Vision Iaternational [wVI}

-— Family Feeding...........v0es Total Recipienrs: 100,000
No. of Recipients {Thousands)
by Commodity Name of Commodity Kgs. Jollars
100,000 Corn 5,000 570
100,000 Rice 1,000 280
100,000 Vegetable 0il 200 58
Total: 6, 200 1,008

3. Sponsors's lame : Church World Service/Christian Council
of Mozambique (CWS/CCM).

-— Family Feeding......+2s......ToOtal Recipients: 50,000

No. of Recipients_ {Thousand s)
by Commodity Name of Commodity Rgs. Dollars

50,000 Corn 2,000 228

50,000 Rice 500 140

50,000 Vegetable 011 400 316

50,000 Peas 400 125

50,000 Beans 409 W

Total: 3800 1,98

Comment:

Both Agencies will have Emergency feeding programs through FY 1987 and should
be developing ragular Title II Programs bv FY 1383,
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FY 1988 ANNUAL BUDGET SUBMISSION

MOZAMBIGQUE PRIVATIZATION PLAN

I. Privatization Strategy

The entire AID program in Mozambique, other than emergency food assistance, is
focussed on supporting and encouraging a newly emerging private sector in
Mozambique. The Private Sector Rehabilitation (PSR) program, the majot
bilateral AID program on—going since FY 1984, provides agricultural ccommodities
and equipment to the private agricultural sector in certaln targetted regions.
Private farmers in these regions have responded to the availability of
equipment and inputs with tremendous increases in production and unequaled
enthusiasm, Very little equipment and inputs have been available to this
sector since independence in 1976, The technical assistance component of the
PSR program also is focussed on assisting and expanding the private sector,

The AID privatization strategy in Mozambique is based on sxperience to date and
realistic possibilities for the future, It basically counsists of four
elements:

(A) to continue to encourage movement by the Government of the Peoples
Republic of Mozambique (GPRM) in setting policies conducive to private:-
sector development and in continued support of the private sector;

{B) to assist the GPRM in assessing sectors (i.e. construction or trans—
port) to recommend a process for privatization of the parastatals in
the sectors;

(C) to support directly private sector firms through the CIP; to include
provision of raw materials for certain firms and continued emphasis on
using private firms for importation and distribution of AID-financed
commodities.

(D) to support private sector farmers through continued provision of
equipment and inputs.

II. Short—-ters and Long—tera Targets of Opportunity

In a country such as Mozambique where the government has just recently changed
some policies in support of a moribund private sector, there are numerous
targets of opportunity to support the private sector. The interventions are
constrained by the relatively small program and the small AID staff in country.
Nonetheless, the AID program will undertake specific activities aimed at the
privatization process.

(A) Intervened Firms. Intervened firms, or those firms the GPRM now
manages because the owners fled the country following independence, are an
excellent target of opportunity. The GPRM is actively trying to sell many of
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the iatervened firms to private individuals and have sold many i{n the past
vear. AID will study the possibilities of (a) using CIP funds for taw
materials for those firas recently privatized, especially those manufacturing
goods which are is agriculturally related and have a high damestic value-added
compounent; (b) using local curreancy generations as an incentive, either oa a
graat or loan basis, to private entrepreneurs interested and able to
effectively take over intervemed firms but wno lack the local currency; ani
(¢) providing technical assistaoce to the GPRM in packaging aad attractiag
private investors ia purchasing the [ntervened firams,

(B8) Use of State Farm Lands. The AID-financed equipment and inputs are
providing the means and the incentive for private farmers, both large and
small, to utilize large tracts of idle state farm land in the Chokwe and
Xai-Xai zegions. This trend will continue and, based on evaluations and site-
visits, is resulting in the realizatioon by the local governmeat officials of
the tremendous potential of the private agricultural sector and the shifting
of some local resources away fros the state farws and to the privara faraers
in the region.

1C) Privatization of Construction Iandustry. Under tae technical
assistance camponent of tne PSR program, AID is supportiag a study by Coopers
and Lybrand which will analyze the construction industry throughout the country
and make recommendations on a reorganization plan (including privactization) and
timeframe. Thls assistance was at the request of the GPRM and shows their
interest in reducing government ownership i{in sectors where the exodus of
Portuguese talent after independence required GPRM assuaption of control over
abandoned firas.

(D) Support of Private Importers and Distributors. Since the PSR
commodity import program began in FY 1984, there has been an increasing
percentage of the AID-financed commodities both lmported aad distributed by
private sector firms. This trend i{s continuiag for the FY 1986 CIP and is 2
significant achievemeat in a country where parastiatals coatrol most of the
importation and distribution networks. For the FY 1986 CIP, since there are no
general private importers, the GPRM has agreed to use the official parastatals
to conduct only the solicitation and award process. However, coce the swrds
are made, Lf the private firm which distributes the commodities to be imported
has the capability to import, it will be allowed to i{aport as well as iistri-
bute the commodities. Ia the future, AID will provide techanical assistanmce to
srivace firams iaterested ia becomiag general importers to comperz2 Jili Ile
parastatals for the zeneral importation of commodicies.

In addition, for the FY 1986 prograa, AID has agreed to sell same of the large
trucks imported under the program to private sector transporters. Transport
has been identified as a critical constraint in saking surplus production
effectively available to the urban market. AID is hoping to increase the
avalilability of private agricultural transport and increase competition among
transporters, so that farmers get less expensive transport rates and have aore
choice than the inefficient state transport system,
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(£) Long-Term Academic Traiming. AID will provide long-term academic
trainiag to selective future Mozambican leaders in the U.S. so as to reinforce
GPRM determination to pursue a private sector strategy.

I71, Timeframe

(A) The FY 1986 CIP includes a substantial amount of AID-financed raw
materials for local private companies to manufacture agriculturally related
goods. One of these canpanies is a recently privatized intervened firm. The
FY 1987 CIP design will include a more concerted effort at searching for newly
privatized firms which could benefir from the importation of raw materials for
the firms. As mentioned previously, the FY 1986 CIP will also include the
provision of selling larze trucks to private transporters. This will initially
be done on a pilot basis and, if subsequent studies show that the trucks were
used, not exclusively but within acceptable bounds, for marketing of
agricultural produce, then future CIPs will also include trucks for private
transporters,

(3) The four-phased study on restructuring the construction and building
materials industries will start inm June, 1986 and last for about one year. AID
expects that, if the study is successful in recommending realistic plans and
timetablea for privatization, the GPEM will request similar studies for other
sectors.

(C) A study will be conducted during late FY 1986 or early FY 1987 to
develop a strategy and plan for the use of local currency generations. This
study will look at ways in which the generations can be used in support of the
mission privatization strategy.

(D) The proposed Technical Consultancies and Training project is planned
for a FY 1987 start. This project will contain funds to be used for encourag-
ing the on-going privatization process of the govermment, especially for
intervened firms which the GPRM would like to sell to private entrepreneurs.
This project will also fund privatization studies of other sectors or
industries.

(E) Our on-going CIP will continue to provide needed inputs and equipment
for private commercial and family farmers which allow them to utilize mora2
state farn land and to demonstrate the potential of tae private agricultural
sector.
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TY 1988 ANNUAL BUDGET SUBMISSION

AMDP III COUNTRY TRAINING PLAN AND FUNDING REQUEST

Inis plan is facluded in the FY 1988 ABS per ianstrucrtions i{a STATE 143008 aad
represents AAQ/Mozambique AMDP III country training plan and funding request.

I. Country Traiaing Plan for FY 1937:

Two fundamental tenets of the U.S. strategy in Mozambique have been to support
the Mozambican government's initiatives to rehadilitate the private sector and
to provide the techunical and managerial maopower aneeds of ey pubilc
institutions and private enterprises. There is an overwhelaming snortage of
trained manpower throughout every sector. Manpower trainiag through AMDP and
AFGRAD will aelp address the manpower development needs of the Mozambican
private sector and tle public entitiaes wnich eancourage tiae growta of free
enterprise,

Undergraduate and graduate education in the United States, or preferably in
Portuguese speaking countries such as Brazil or Portugal, is required, as
Mozambique has extremely limited training facilities, The priority areas of
study for scholarships includes business or public administration and
econamics, with a secondary priority in agriculture.

There were five candidates unominated and complete packages sent to AAl under
the AFGRAD III project so far in PY 1986. An additionsl thirteen candidates
have been nominated by the Government for long-term training, msainly in
planning and econamics. We expect a total of 15 scholarshijys from the
AFGRAD III project over five years. Because the need is so great aand
qualified candidates are available, we are requesting an additiomal two
scholarsnips per year from the AMDP III project for Bachelor degree traiaing
averaging 5 years (to include 1 year of language training). We expect that
APGRAD III will pick up the graduate candidates and that AMDP III will be best
utilized for undergraduate training. We do not want to get involved with
planning and programming short-term training because of staff comstraiats.
The first cholce for country of training will be either Brazil or Portugal
because of the language and culture siaflaricies, However, each case will be
judzed on its own aerit.

Assuming that the participants are fully funded in their first year of
training, the proposed requirement for Mozambique for AMDP III is $200,000
(5 years times $20,000/year times 2 participants) from the EHR appropriation
account, since the training will be in econamics or public
administration/plamning.
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I7. Country Training Plan for FY 1988:

Since participant training is such a new intervention in Mozambique, the

FY 1988 Country Training Plan, including the training objectives, proposed
number of participants and proposed funding levels, is basically the same as
taie FY 1987 Country Training Plan in I. above. We expect to set up a
screening process for finding the best qualified candidates and the potential
future leaders within the next year and once that process is instituted we
will have a better idea of specific training requirements. Nonetheless, we
feel that the requested two participants per year is a minimum requirement for
helping to meet the considerable training needs of the country.



