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I. Introduction

This evaluation sought to assess the impact of the third phase
of the Private Sector Rehabilitation Program (PSR III}. The
Program Assistance Approval Document (PAAD) for PSE III
stipulates that an evaluation of the CIP shall be conducted 16
months after the signing of the grant agreement in June 1986.
The Office of the AID Representative in Maputo (OAR/Maputo}
scheduled the evaluation and developed a scope of work for an
evaluation team to undertake the following tasks: :

A. Evaluate the general objectives of the program.

B. Evaluate the impact of the inputs on private sector
development, transport and marketing.

‘C. Recommend modifications or additions that wili'increasg_
the impact (to be incorporated into the PAIP for the fifth
phase, CIP 601D). :

D. Assess the management of the CIP, both on the part of
AID and GPRM.

£. Evaluate appropriateness of commodity mix.

F. Identify policy reform issues to incorporate into PAIP;E
G. Suggest changes/evolution of program.

H. Other duties as assigned.

The evaluation methodology and schedule and team composition
are attached as Annexes A and B, respectively.

II. Program Background--Private Sector Rehabilitation III
{656-0201B)

A. Rationale and Purpose

. The Private Sector Rehabilitation Program was initiated in S
September 1984 and marked the first development-related effort :

of the United States and the Government ¢of the People’s

Republic of Mozambique (GFRM). Overall, the prdégram is

intended to support the GPRM's policy initiatives in

revitalizing private sector activities, especially in food

production, and eﬁcou:aglng its expanding ccoperation with the
west,

.The-PSR IiI Program is the third phase of AID's bilateral
involvement in Mozambigue. The purpose of the program has- N
consistently been support for the private agricultural sector -




Lo encourage increased production through the importation of
vitally needed inputs and equipment. The CIP provides foreign
exchange for the importation of presently unavailable
agricultural commodities for private sector farmers and raw .
materials for the local manufacture of commodities needed in
the agricultural sector. As in Phases I and II, the primary
Justification for the Phase III program remains support for the
GPRM's pclicy trend toward private sector development by
providing resources which will help these new policies succeed.
and by encouraging movement toward a market economny .

B. Commodity I

oport Program {(CIP}

The lack of foreign exchanue and the low priority accorded
private sector agricultural production in Mozambique after
independence resulted in few inputs being available to private
£z s and in stagnating or ceclining production. The few
evaillable agricultural inputs were allocated to state farms.
The inability of the state farms tc provide the country‘'s food
requirements, as well as other factors--such as inappropriat.
economic pelicies, drought, floods and insurgency--created a
food crisis situation. fThe AID CIP provides inputs to the
private agricultural sector in an attempt to help alleviate the
food crisis in the Maputo area, ané at the same time, stimulate
the recovery of private farmers and agricultural production in
specific target areas in southern Mozambigue,

Ll eyl
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Under the CIP, AID finances the foreign excrange c¢osts of
agricultural inputs, machinery ané eguipment unavailable in the
lccel market for distribution to the private seetor. Four
phases of the commodity import program have been designed in
Mozembigue: PSR I, authorized in FY1%84 for $6.0 million, has
been concluded and evaluated; PSR II, authorized for $12.0
: in FY 1885, has alsc been concluded and evaluated; PSR
avthorized for $9.57 million in FY 1986, is essentially
eted and is the subject of this evaluation, <CIP IV, the
phase in the four-year program has been designed and is
rently being implemented.
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The priority geographic
assistance included the
surrounding Maputo city
kilometers north of Map
province., Latsr, under
Province was also inclu
continue L0 be supporte

CIP Coupocsition

C.

The commogity list for
Rehabilitacion Program

These commodities have

areas initialliy identified for
Green Zcnes (fertile farm areas)
and the Chokwe recgion {about 200
utol along the Limpopo River in Gaza
CIP II, rhe Xai-Xai distrizt in Gaza
Ged. These three geographic areas
d under CIPF III. '

@1l three phases of the Private Sector
{PER} has been essentially the sane,
included fertilizer, seeds, farm




tractors and spare parts, irrigation pumps, hand tools,
ox-drawn equipment, trucks, anc spare parts., In the second
phase (PSR II} fuel and some raw materials {specifically, zinc
- sheets, nylon, plastics for irrigation pipes, and natural
rubber for inputs to selected private manufacturing firms) were
also included. A limited amount of seeds, fertilizer, and hand:
tools were financed for areas in central Mozambique affected by
the drought.

Phase I and Phase II of the PSR program included funds for
technical assistance to help Mozambique meet critical needs in
training and in the advisory services reguired for private
sector development and increased food production. (These

activities were evaluated in March 1987). The FY 1986 PSR III_'_.f

is strlctlv & CI? and c;c not include a technical as51stance
corpOﬁenL»

"III, Politicel and Econonic Backeoround

A. Political Background

Mozambigue gained independence in June 1975, after almost five
centuries of Portuguese colonial rule. The Front for the
Liberation of Mozambigue {(FRELIMO), which had waged a ten-year
guerriila war against the Portuguese, assumed power as the sole
iegal party. The GPRM follows a socialist, centrally planned
economic model. The party apparatus closely parallels and
cversees the governmental structure., FRELIMO's leader, Samora
Machel, who became President in 1975, served in that capacity
until his death in an airplene crash in October 19Y86.
At 1ts Fourth Party cOngress in 1983, FRELIMO called for
greater emphasis on pragmatic policies. These included price
liberalization and a shift in policy emphasis from state farms
to small holder family agriculture, from heavy to light
industry, and from majer new investments to rehabilitation and
maintenance. Private enterprise was to be given greater
encouragement, and a foreign investment code was enacted in
1884. Several major U,S. corporations ¥ ve signed protocols .
with the GPRM to pursue various projects in mining, fisheries,
ana in the groduction of steel preoducts. Mozamblque also
expanded its cooperation with the West by 301n1nq the World
Bank, the International Monetary Fund (IMF) and the Lome
Convention in 1984.

In March 1984 Mozambigue and South Africa signed the Nkomatl
Accord that called on botn countries to respect their
respective territorial sovereignty. However, a major
insurgency which continues to be waged by the Mozambican
National Resistance (RENAMO) poses a procresswvely more ser;ous
threat to security and c@veTOPmeht



The new President, Joagquim Chissano, who had been the country's -
Foreign Minister since independence, has been responsible for
overseeing the more non-aligned stance and for the improvement
in relations with the West. He is a moderate, pragmatic
nationalist who has pledged to continue this process.

Thus relations between the U.S. and Mozambique have improved
greatly in recent vears. Slnce late 1982 there has been
substantial agreement on issues of joint concern. Mozambique
has been supportive of U.S. efforts to bring about Namibian

- independence. In the United Nations and other international -
fora, Mozambigue has demonstrated a more receptive attitude
towards the U.S. position on key issues. As a member of the.
Front Line States and the Southern Africa Development '
Coordinating Conference, Mozambigue is viewed as having a
Stadbilizing influence in the region,

ozambiace 1s strategically located and endowed with largely
ntapped economic potential, particularly in agriculture,
energy, a*m *‘unerals Its transport routes DL’OVlde vital
ohtlets to the sea for neighboring landlocked states. TIf it
continues to provide a moderating, stabilizing influence,
Mozambigue will play a pivotal role in regional attempts to
resolve Southern Africa's political and economic problems.
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conomic Background

Economic activity in Mozambigue declined severely from 1980
througn 1986. Even though the downward trend of incomes was
reversed in 1986 and positive growth is expected in 1987, the
various available measures indicate that aggregate real income
in 1986 was less than 68% of its 1980 levels. 1In addition, per
capita incomes have declined by over 50% from 1980 through ‘1986

and are expected te remain constant or decline slightly in 1987.

Since 1980 Mozambigue's external balance of payment position
can best be described as a major disaster Ex—-ante overall
baiance of paynments deficits have risen from $32 million in
1980 to $:12 miliion in 1986. The financing of these deficdits.
-has ied to the reduction of the country's foreign reserves from
$268 million (4 months of imports) in 1980 to $55 million (1
month of imports) at the end of 13286. 1In addition, over $1.1
5illion in debt arrears were accumulated over this period,.
These massive deficits have occurred despite a one-third
decline in the level of merchandise imports from $800 million
in 1980 to $543 million in 1986. fThe overall deficits arise
from the following developments:

- A contraction in exports of goods and services of over
45%; : :

- An increase cof over 300% in scheduled debt service
{excluding arrears) which have resulted in debt



service to export ratios of 100% or more since 1982;
ang o : : :
- An increase in non-interest service expenditures of"
' more than 78%. '

The structure of Mozambigue's balance of payments presents a .
number of structural anomalies which represent major problems
for resolving the country's external imbalance: B

—=  Since 1982 current debt service before debt relief has
exceeded total exports by as much as 175%, a fact
which is expected to continue through 1990Q; :

- Including previocusly accumulated debt arcears, total:
debt service obligations have exceeded total exports

: by as much as 500%. o ; :

- Donor assistance (excluding debt relief) which R

- egualled $35.50 per person in 1986 has consistently
financed roughly 60% of total imports; sincs 1982 . .
these flows nave been twice the level of Mczambigue's

_ total exports; and ' o

- Despite the high level of donor assistance, total
imports have exceeded total exports plus donor
assistance by up to 20% since 1983.

These factors indicate an extreme dependence on external
financing which must be overcome if the Mozambican economy is .
to become viable. For the period 1987 through 1990, balance:of
payments estimates and projections based on highly optimistic
assumptions concerning export performance and donor assistance
fiows indicate a continuation of major ex-ante overall deficits
of more than $300 million per year before debt relief. Even: _
after debt reliel, annual financing gaps of $50-$60 million are
expected for the out-years 1988-1990. Thus, further : :
accumulation of debt arrears and/or a reduction in estimated
imports should be expected, ' :

Another problem which has plagued Mozambigue's economy has bsen
its internal financial situation. Due to large budget deficits:
and parastatal losses, the broad money supply has risen at
unacceptable levels since 1980. This has placed extreme j
pressures on domestic prices which have increased at an annual
race of at least 20% to 25%. Given the extreme rigidity and
lack of adjustment in "official” prices, the policies have
resulited in shortages in official markets and significantly
higner prices in parallel markets. o

Beginning in early 1987 the GRPM announced and began the :
implementation of a new Econonmic Recovery Program (ERP) for the
period 1987-1989 which is designed to address the macroeconomic
and sectoral policies which have constrained the performance of
the economy. This new policy thrust has received the support
cf both the IBRD and IMF. The principal objectives of the ERP



are to restrain the decline in the economy, re-establish
ecenomic growth, and stabilize the country's internal and
eXternal financial situation. The general approach of the ERP
1s to reduce the influence of centralized administrative
controis in the eccnomy by allowing market forces to play a
greaier role in determining the allocation of resources, income
and performance of economic units and individuals. ' ;

IV, Implemszntarion of the CID

. Relationship of the Commodity Import Program (CIP) to the.
ffice ¢f the AID Representative/Maputo (0AR/Maputo) ;

ne CIP is an integral part of the overall mission program

at, along with food and disaster assistance, places AID in-
ne category of a major donor in Mozambigque. As one of the _
major components of U.S. assistance provided to Mozambigue, the
CIP 1s a program which can be a basis for substained dialogue
with GPRM officials on price liberalization, increased private
sector involvement, and economic reform measures. While
OAR/Maputo has responsibility for the management of the CIPp,
technical and related expertise is provided by other AID
missions. For example, agricultural consultation needed for
tae design and implementation of the CIP was provided by the
agricuitural staff of REDSQ/ESA in Nairobi, and now from
USAID/Mbabane. Legal znd financial accounting assistance is
provicded on an on~going basis by USAID/Mbabane.

th

B, Organization of CIp QOffice

AT tne time of the present evaluyation, the CIP OFffice was
staffed as follicws:
1 Commodity Management Officer (CMO)}-~Judi Shane

Z. Commodity Impcrt Monitor--Ana David

ncé-Use Monitor--rFernando Paixao
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&. Secretary--Maria Joao Qliveira

During much of the implementation of Phase III, the CMO was :
alsc acting Executive Officer of the Mission. As full staffing
is being achieved by OAR/Maputo, CMO has resumed full-time .
dutiv an the CIP.

ihe plogram nas alse experienced other personnel changes. One

¢f the CIP Monitors, Mr. Juse Margques, resigned recently. He:
was replaced by Ms. Ana David in early July. The new monitor
has acquired a quick knowledge of CIP program and office o
procedures as well as use of ADP eguipment (particularly Lotus
1233,




is rienced local hire who has been
~ With the p’Og;am s; ice :%8¢, He recently returned from a-
‘twe months' training pr & Oklahoma State University (05U}
where he studied microco omputer applications in agricultural
- gevelopment,

Mr. Fernando Paixac

C. Commodity Purchases

1. Interviews with Importers

n addition to a review of the mission CIP files and to
detaiied conversations with the OAR/Maputo CMQ, two mempers of
the evaluation team discussed the procurement prcocess used. in
the program with eight agencies/businesses which imported
$6,443,000 or about 67% of the total value of commodities
fenancea by AID under the program. Of these eight entltles,
three are privately-owned businesses and five must be -
classified as public sector entities because they are elther
'parastatal (government-owned and controlled} or ‘intervened!
firms (companies whose management and control was assumed by
the government when the original private owners fled the
country around the time of independence). Below is a brief

summary of the pertinent information gained in these 1ntervxews;“'

with the officers of the firms contacted:

a. Entrenosto is a 100% privately owned company and the
authorized Massey Ferguson dealersth for Mozambique. The:team.
interviewed Mr., Hernani Dores da Mata, Director of Technical
SeIV1ces. The company imported farm tractors, tractor .

mplements and spare parts, and 8 ton trucks worth $1,158,890
uncer the program. Tinis forelgn exchange, which represented
23% of the total Foreign Exchange (FX) expenditures of -
Entreposto in 1986, has had a2 major impact on Entreposto'’s:
business. Although no new employees were hired as a result of
the company's participation in the CIP, Mr. Mata stated that
inprovements in employee productivity were evident since
workers. were kept busier than would have been the case if the
firm had not had access to FX under the program. Mr. Mata
stated that he would prefer AID, through the Bank of =
Mozambigue, to make available a foreign exchange credit which .
Entreposto could use to import Massey Ferguson (MP) tractors,
parts and implements which are required/desired by farmers .in

the AID target zones rather than the process where competitive
bids are reguired and FX for all tractor imports is awarded on
the basis of the tender. He stated that the cost of MP
tractors would be about the same {(+/--10%) under either
‘allocaticn system. The team also inspected the company s spare
parts stock rood. Entreposto maintains records and stock
storage separate from thelr other inventory £or the:
‘AID-financed parts_in order to ensure that the parts are sold
onliy to privete farmers wno own/operate MF equipment.




b. ra»osol, a 100% private company engaged in the manuhacture
of rubber products, imported $z19,740 worth of rubber raw .
materials for waklng rubber boots and irrigation hese, and
$49,272 worth of plastic boxes tc be used for the

storage/transport ation of vegetables. At this company: the teamf
‘interviewed Mr. Jorge M. Roxo Morgado, director of the company,
who stated that the AID-provided FX su pp@:ted about 20% of the
total nAﬁu;ac ring process of his company in CY 1986 auq;uhas‘
had a signi rlcant impact on productlvity. Mr. Mcrgado would -
like to have access to AID FX not only for raw materials (as in
the past) but alsoc to finance spare parts for the machinery
used 1in his manhfzﬁturlng process and for new macnlnery. ‘Most
of the company's machines are over ‘20 years old. .

c. - T->ea~n<:rav and Sousa is an 'intervened coﬂpany presently 103%-
controlled ané managed by the government. The company. is ‘the
autnorized distributor of Isuzu, Bedford and GM products in-
Mozambigue and received an allocation of $315,000 to import 3
ton frucks and truck spare parts under the program. . The team
interviewed Mr. Mario Silva, Director, who statecd that the
AID-provided FX represented about 40% of the total FX to whxch
nis company had access in 1986. The firm has employed 8 more
people because of the additional kusiness which resulted :
directly from the CIP. Mr. Silva expressed no preference | 3
- between the present tendering system and a direct allocation of:
- FX to importers based upon the expressed demand of farmers. He
did, however, speculate that the price of an Isuzu 3 ton truck .
wouTq probably increase about 10% if the tendering process were
‘eliminated,

d. Interquimica is a 100% state-owned and managed . enterarlse
engaged in the importation of fertilizer, pesticides and
agricultural chemicals into Mozambique.  The firm received an
allocation of $1.6 million to finance fertilizer for the
program. The team interviewed Mr. Aurelio Chiziane, General.
Director, who stated that 100% of the FX to which the company
nad . access in 1986 was provided by international donors and '
that USAID's portion represented about 2/3 of that tctal.
stated that the program had a tremendous impact on the
avallablllty of fertilizer and thus on the production of focd
in the target areas. The fertilizer procurements were
ceonducted by tenders issued by AID/W which also arranged tke
shipping. Mr., Chiziane stated that Interquimica received the
fertilizer contracted for in the correct guantities and in gaod
condition, He did note that almost 50% of the CIF cost of the
fertilizer imported under the program represented the fralght

- COst paid to Lykes Lines. -

. &% Tecnica Ingustrial (TI), a whelly pVLvate company, the'

- fTeam interviewed Mr. Victor Gonsalves, the Ceneral Manager.: -
The company used $1,136,655 from the program to import 8§ TON

-




trucks, truck speare parts, and farm tractor spare parts and
implements. The AID- pIOVlﬁed FX represented about 2/3 of the
FX available to the firm in 19%56. I employed 2 additioneal
people in thelr stock roonm to keep separate records and storage
of the spare parts purchased with the AID funds. Mr. Gonsalves
stated that he would prefer an FX allocation svstem based upon
expressed farwers' demand for the products that his company
reprezents rather than the tendering system now in use. _
Referring to -the fees that winning bidders must pay to the
procurenent agent, he described the reguest for quotations
transmitted by Intermecano as the most expensive telexes ever
sent., He estimated that there prosaolv would be negligible
increases in the cost of tractors and trucks to the farmers if
the tendering svstem wzare eli“inaueé Of special note is the
fact that TI was, prior to IQ?:, the largest importer of
agricultural seeds in Mozapbi Mr. Gonsalves stated that,
iven the necessary FX, TI WDuLd h ave no qifficultv in again.
SLing as & seed importer and distributor In addition to his
omments- about the fee charged by Internecano, witich e felt.
was unwarranted, Mr. Gonsalves also cemplained about the low
level of service anéd slow clearance of goods from customs by
Iintermecano.

f’) mm

£. At Intermecang, the team interviewed Mr. Muinhe Mufahala,
Commmercial Director, and Mr, Rodrigo Qliveira, Director
General. The firm is a 100% state-owned enterprise which acts
a5 & procurement services agent and as freight receiving and
clearing agent for donor-financed commodities. Sources of the
companv's $35 - $40 million worth of business in 1986 were

grants from Sweden, Japan, the BEC, and the USAID CIP. Mr.
Mufaehaia stated that the firm charges between 1.75% and 5% of _
tne CIF value of commodities for their procurement and clearing
services pbut that Ms. Judi Shane, the OAR/Maputc CMO, had
negotiazed fees as YOn as .5>% for the USAID CIP. (A review of
the flles on procurements nandled by Intermecano revealed that
thelr fee was levied not on Cif value but rather on the value
cf the commodities after they had cleared customs and thus:
incliuded customs duties and port charges. Normal practice of
US procurement services agents is to charge fees on the FAS
value 0f tne goods bought. In short, Intermecanc's fees are
not what Mr, Mufahaia purportec them to e - they are .
consideranly higher.)
g. Boreor is a 100% public sector entity involved in the
importation anc distribution of agricultural seed and in the
distribution of fercilizer, seed and pesticides throughout the
COUnTry The conpany functicons under the direect supervision
and control of the Ministry of Agriculture. The team .
interviewed Mr. Fraancisce Chilabe, the chief of the Commercial
Department. Boror acted as importer and distributer for
<,260,300 worth of seed and distributor for $1,500,000 worth
of fertilizer under the CIP. The central office of Boror




charged 2.5% of the CIF value of the seeds and 5% of the CIF.
value of the fertilizer for its services. (The team understood
thet the local offices of Boror also charged additional fees
for picking up the seed from the Boror central office and for
acting 48 the retaill outlet for the seed and fertilizer.)
AID's CiP~financed transactions amounted to 80% of the _
agricultural inputs handled by z-ror for the scuthern 1/3 of
Mozambigue in 1986, Thus f2es charged by BOror on the
AID-financed commodities provided a sxanxflcanh amount of the
Company's income. Mr. Chilabe stated that USAID was the
easiest (szc) donor with which to weork,
h. Maguinag is an intervened private company that is presentliy
cont:olieciooera;ed by the state. The team interviewed Mr.
Eben S. Sengo, Director General, and Mr. Silvino Moreno,
Production Manager. The firm whlch has 600 employees, 580 of
whom are invoived in production, makes steel furniture and j
railers for trucks and farm tractors. Maguinag received an
ailocatlon of $250,000 from the CIP to import raw materials
necessary to manufacture trailers. This money represented -
about 30% of the FX to which this company had access during .
19886. Mr., Sengo stated ‘Hau he had experienced no difficulties .
- with the AID program and would like USAID to make additional .
resources available to his company to finance new equipment and_s
training for some of his production workers. (Most of the
firm's pfodachlon machinery is about 20 years 0lg.)

2. Procurement Process

Generally, the CIP was implemented in a timely manner with a
minimum of problems. The CIP III Grant Agreement (656~K-€01B)
was signed on June 10, 1986 for $9.57 million from the Economic
Sdpnort Fund. Three commodity Procurement Instructions : '
covering the entire amount of the Grant were ‘issued one day
later. Firancing Reguests again covering the entire amount of
money made available by the Grant Agreement were issued on June
17, 1986. Thus within one week of signing, the basic documents
setting the structure necessary tCc begin the actual. phocurement
of commodities were in place.

. The team found that the procurement processes used by the
-OAR/Manuto were consistent with the dictates of AID
egulation 1. With the exception ¢f the purchase of
:erbilizer,'which Wwas accomplished by AID/W under a formal
Invitation for Bids, procurements were conducted from Mapu*o
under competitive negotiated procedures with Requests for
Quotations used for all purchases above 525,000. The team also
noted that the competitive nature ¢of the procurement processes
used led o payment of reasonable prices for all goccs financed .
by the program. {Ahe nctable exception to this fact is the
price paid for ocean shipment of the fertilizer which is no .
goubt the result of the monopoly position enjoyed by Lykes _
Lines under the Congessicnally-mandated cargoe preference law.)



The files and records maintained by the OAR/Maputo CMO are well
organized,; complete and neat. Members of the team with
considerable AID experience were eniformly impressed with the
evident superior management cr the day-to- -day act1v1t1es of . the
progran.

he performance of the QOAR/Maputo CMO is even more ;
raise-~worthy considering the difficult environment in which

he program was implemented. There is often an unstable
security situation in the target areas. "Statist"® attltudes
Seem to pervade the Mozambican ntreauracy at both the central
ané local level. Moreover, the lack of expertise in manv of
the staff of the Government institutions with which the CAR
must WorX necessitated more direct AID involvement in the
implementation process than is normaily required in programs of
this type. :

It must be noted, however, that the PAAD, reflecting the Wlll
of the Coag:ess, states repeatedly that the program should be
irplemented to the extent possible through private sector
ntities. The Grent Agreement goes further and limits end- -use
of the commodities to the Mozambican private agricultural
sector, defined as private commercial and family farmers and
coope*a ives. Still, the team found a high level of public
sector involvement in the implementation of the program.
Specifically, the procurement of the tractors and tractor spare -
parts, trucks and truck spare parts, and farm implements were
accomplished by a parastatal agency, Intermecano, which issued
tenders on behalf of the Government of Mozambique. Intermecano
chargeq rees for its services. (See interview with Intermecanoc
above}. Other parastatal agencies were also involved in the
procurement and distribution process. Boror was used as
procuror of the agricultural seeds and as distributor for the
fertilizer financed under the program. Interquimica, also a
state-owned enterprise, acted as the importer for the
fertilizer. <These public sector entities also received fees
for the services they perforvec for the program. In fact,
afcer Interqguimica assessed its fee as importer of thne
fertilizer, the.central office of Boro: charged an additional
3% of the CIF value to act as distributor, and then the liocal
offizes of Boror charged an additional fee to retail the
fertilizer to the farmer. The praccice of pyramiding fees by
these parastatal agencies to administer AID Grant funds is
guestionable at best.

the Fourth FRELIMO congress has decreed that State- Owned
rprises which do not make a profit will be dissolved, the
ure to ensure profirzability has further increased for
cers of the parastatal companies. The AID CIP-provided

were a significant portion ¢of the business that many of
ese firms conducted in 1986, It is thus ironic that the
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effect of the program’s use of parastatal entities to act as
importers, dlStIlbLuOhb and/or agents for the CIP may have been.
to prolong their existence. This certainly is not consistent
with the intent of the program as expressed in the PAAD.

It_was also noted that government-owned and/or controlled’ _
businesses other than those mentioned above acted as 1mDorters
for commodities financed by the prcgram. The use of some of
"these firms may well have been juStlfleG since in some _
instances there may not have been a viable private sector .. -
‘alternative. 1In othe. .ases, the three-ton trucks, for
instance, significant cost savings were realized because the
parastatal importer underbid its private competition. However,
the fact rewmains that about 60% of the CIP-financed commodities’
were imported by parastatal entities and the team felt that
this level of involvement by state enterprises was not .
consistent with the private sector emphasis of the pfogram.

The chart below lists the 8 private sector and 7 puzlic secter
imporcers and tne value of the CIP-financed goods they 1mported

Private Value of Public Sector vValue of
Secior Inporiers Imporcs inporter Imports .
Zntreposto $1,158,89%0 Intermecaro $203,580
Tudor 150,000 Pendray & Sousa 515,000,
Industrias Metalicas 500,009 Petromoc 900,000
Ignacio de Sousa 14,000 Interguimica 1,660,000
Tecnica Industrial 1,136,655 Boror 1,260,300
Toyota de Mozambigue 50,000 Maguinag 250,000
Comel 506,000 Mabor 1,000,000
Tacoonol 269,012 :
TOTAL $3,774,577 $5,728,880

D. Recommendations

1. Trat the CAR/Maputo continue attempts to maximize prlvate
Sector involivement in the procurement process.

it is a common sense notion that unless the commercial
infastructure to support agriculture exists in a given
area/country, self-sustaining developﬂen* of the agricultural
sector 1s not n035151e Cnly private sector firms can be
expectec to respond rapidly to changes in market conditions and
to tne demands of tne farming sector. Development of the
private sector firms which service agriculture is thus nrobably
& prereguisite to sustained development of agricultural '
production in Mozambigue,



Recognizing that in an environment where central planning and
"statist” responses to developmen:t issues have been the
pattern, efforts to exclude public sector entities from the S
PrOCUr=icnt process are not a simple and easv matter. .However,
the tecm feels that there are certain areas where public sector
involvement in the procurement of CIP-financed commodities can
possibly be eliminated. ' '

Twa possible avenues of approach present themselves:

a) As noted above, the OAR/Maputo CMO has already had to
involive itself in the procurement process to a larger extent
than is normally the case in a CIP. In fact, a review of the
files in the CMO office leads one to the conclusion that the
CMC is already doing most of the work for the public sector
procurement services agent, Intermecano. Thus, the fees which

- are, as noted above, at best questionable could be eliminated

1f the CMO undertock to complete the procurement of the trucks
and truck spare parts, tractors and tractor spare parts, and
agricultural implements which heretofore have been procured by
intermecano, '

The team feels also that the OAR/Maputo should hold discussions
with the Government with the goal of privatizing, to the

maximum extsnt possible and at the earliest possible date, the

impocrtation and distribution of seeds and possibly algo of
fertilizer. As noted above, one private company, Tecnica
Industrial, has expressed willingness to undertake the
importation and distribution of agricultural seed and
fertilizer. The team believes that there are possibly others,
There seems to be little need for the continued reliance on
Borer and Interquimica and their layered fee structure.

Although there appeared to be goud reasons why such inmporters .
as Pendray & Sousa were awarded allocations of foreign :
eXcrange, i1.e. lower cost of the product they offered in a
competitive tender, given the explicit intent of the Congress
that United States aid to Mozambique be to' and through the

- private sector to the extent possible, the team suggests that

the CAR/Maputo CMO justify in a memorandum to the file any
award which is made to a government-owned entity.

D) The end-use monitor for the program has rscently undergone .
training in the US in microcomputer applications in o
agricuiltural development. The team was greatly impressed with -
his competence, knowledge and sophisticated/sensitive approach
to farmers during field interviews. It may be possible to use
his newly acgquired skills £o identify in detail the felt
eguipment and agricultural input needs/prefarences of farmers
and, on the basis of that information, to make allocarions to

‘private sector importers to import the necessary inputs., This

approach would have the advantage of relieving OAR/Maputo CMO



of the reguirement tc conduct competitive negotiations since
many of the importers involve@ can be expected to have "special
supplier importer relationships” with their suppliers.

E. Financial Management Support Services

Financial management support is provided to the JIP on an
on-going basis by USAID/Mbabane. 1In addition to overall
assistance provided by the Controller's Office in the issuance
of direct Letters of Commitment and related activities, N
USAID/Mbabane is also responsible for meonitoring local currency
generations and deposits. With regard to the latter, the
USAID/Mbabane accountant (and an assistant) review the '
activities of a local accountant (hired by OAR/Maputo) who is -
directcly responsible for monitoring local currency accounts.

The evaluation team noted several deficiencies in financial
management support services that included the following:

1. The lack of continuous and consistent financial management
SUpport services to the CIP. Although the USAID/Mbabane
accountant visits OAR/Maputc on a regular basis, the CIP has
not penefitted from the services of an on-site local accountant
for a number of months. A local accountant was recently hired
Dut her training to date appears to be minimal and has not yet
been completed. (It is our understanding that arrangements are
being made to complete the training of this accountant in
USAID/Mbabane in November).

2. The lack of clearly defined financial management functions,
dutles, and responsibilities. The evalunation team felt that
financial management duties and responsibilities of the visiting
technical assistance team from USAID/Mbabane and those of the
recently hired local accountant were riot well defined. This was
a& special concern in that the local accountant is responsible
for CIP as well as other mission functions {(in particular, the
Operating Expense (0OE) budget). It thus appeared to some B
members of the evaluation tean that, under these circumstances,
OE responsibilities took precedence over those involving the
CIP.

3. Proper financial reporting systems/mechanisms have not been
developed, and conseguently, local currency acgounts have not

" been properly monitored., Financial reports are prepared on an .
ad hoc basis by the technical assistance team from

- USAID/Mbabane. These reports are not prepared in accordance
with any standard format, -and (judging or the basis of examples
accessible to ewvaluation team) they contained a number of '
inaccuracies that limited their utility. Lastly, there are no-
procedures for dealing with importers who are in arrears in
iocal currency deposits and who continue to participate in the .
CIpE.




he evaluation team alsc felt that the current modus

zndi of the visiting team from USAID/Mbabane created an
acministrative burden on an already overburdened
OAP/ManuLo Ciy staff. In cur view the visiting team should wecrk
more closely with the local accountant and re-define her job
‘escrio ion to incluce responsibilities for routine
ministrative tasks currently handled (for the most part} by
CIP staff i.e. coordineation of visits by outside technical
istance teams, setting up appointments with local GPRM
iciais {at Lhe time of the evaluation, the local accountant
t been introduced to local goverament counterparts)
reparation ¢f stancard financiel reports on a regular

. Recommendations

i. That the treaining of the
seoon as possible. Such trai

overall objectives of financizl manacerep* suppor; services
provided te CAR/Mapute, with special emphasis on the duties angd
respensibilities ¢of the loc accountant under the CIP.

2. That the respensibilities of the local accountant include
routine administrative duties involving the ¢oordination of CIP
activities with local ¢overnment counterparts, visits by outside
technical assistance teams, and preparation of financial reports.
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V. CI2 Impact on the Acricultural Secior

e
[]

dgricuitural Sector Background

Since 1incepencdence, agricultural production has not only failed
to keep pace with population growth, but actually declined in
absolute terms in 1982, and, even more sharply in 1983. From
1973 to 1981 agricultural export earnings increased but have
declined since. Major agricultural exXports dropped in volume by
71 percent from 1980 to 1586. As shown in the table below
marketed production ¢f major export crops such as sugar, tea and

rketed production of both maize
nost imporfant food crops

food crop although negligible
were in 1983 at 67 percent

-
H

1983 marketed levels.

E
(1)

citrus cecntinue to decrease.
and rice, the secondé and thi
{cassava being the rost impo
guantities are actually mark
and in 1986 a1t 37 percent of

o
o

Yooy
@

® vy

A
bes e F

% ~



ion of Major Crops 1980-8¢
f metric tons)

L 1980 1981 1982 19823 1984 1985 1986
Casnews B7.6 20.1 7.0 ig.1 25.3 30.4 40,1

Sugar 170.2 177.7 125.8 23,7 39.3 25.0 1€.8
Cotton 64.9 T73.7 60.7 24.7 19,7 5.7 10.8
Tea 9Q.2 98,2 10%.7 51.1 59.8 25.0 6.4
Copra 37.1 54.4 36.6 3.7 24.8 24.0 28.6
strus Fruits 37.3 36.7 38,1 33.9 24.¢ 31.5 20.2
Maize £€5.0 78.3 89,2 55.8 82.6 58.6 21.5
Rice 43.6 28.9 41.3 17.1 19.1 17.9 19.¢

Source: Statistical Information 1986, Natiocnal
Nirectorate of Statistics, GPRM

at

a heavy cyclone affected the northern provinces, and in
1984 another cyclone caused extensive damage in the
Starting in January 1981, four years of prolonged
$ have caused widespread problems in the south ané
portion of the country. Rainfall in thie 1282/83 season
levels between one-fourth and two-thirds of the previous
r average. Climatic conditions have generally returned
rmal although in some areas drought conditions prevailed
ng the 1986/87 season. This would suggest that the _
ntinuing decrease in marketed production results from either
o in input supplies, lack of transport or a further
ioration c¢f the security situation in the producing
The latter reason is probably a major cause.
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ne few bright spots in the national food production
continues to be the availability of fresh produce in
Maputo {and Chimoio, Nampula and other) markets. The
¢f fresn produce includes most items found in any :
African vegetable market, Free market forces are
¥ at work since the initial high vegetable pPrices -
in response to increased market supply and changes in
factors.
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Pnase II1I of the Private Sector Rehabilitation (PSR} program
continues to focus on the agricultural sector and on certain
target areas assumed tO have the greatest potential, Private
sector farmers continue to be faced with the problem of few
procduciion resourves, Su¢h as eguipment, spare parts and other
production inputs. Most of ths pre-FY 1984 agricultural
QUi nt (tractors, plows, seeders, cultivators and trucks} in .
tne ivate sector are aut of service or have reached the end of
e effective 1ife. Additionally, ail private gector farmers,
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including family farmers, are faced wi:h shortages of basie hand
tools, fertilizer and seed. Agricuitural support industries,
#ush as food processing, equipment manufacture and rubber and
piastic manufacturers are oper&ting at fractions of their '
installed capacity due to lack of imported raw materials and
snertages of spare parts, '

The conmodities imported under the PSR program are having a
significant impact on agricultural production, but fall far
short of meeting the needs even within the specific target .
arezs. 7The overall demand for agricultural equipment and inputs
far exceeds the current supply due in part to the overvaluation _
of the Metical. The PSR program continues to be one of the few :
sources of agricultural inputs and equipment for private sector
farmers in the targeted areas,

i. The Targe:i areas

During the evaluation it was possible to interview farmers in
Lwo 0f tne target areas. These farmers hagd received either
Lrucks, traciors, motorcultivators, seed, hanéd tools or other
inputs. Specific data on quantity or value of production was
not solicited during the interviews but information of a general
nature cn the amount of land planted and/or whether this area
had increased from the previous year was obtained,

For this evaluation the term private farmers refers vo private
commercial farmers, family farmers, and cooperatives., Family
farmers are subsistence farmers producing primarily for
gelf-consumption or for barter with other farmily farmers. _
Private commercial farmers gear their production to commercial
sale and are cogaizant of fluctuations in prices and quantities
being offered in the Maputo and surrounding markeks,
Cooperatives produce for both the commercial market and the
consumption needs of their members. Most cooperative members
are also family farmers in that they have their own family plots
where they produce for self-consumption.

Nationally, there are an estimated 7,000 private commereial
farmers, 25 p2rcent of them in the program target areas, who:
produce 5 percent of the agricultural proauction and 15 percent
of the agricultural exports. he family farmers account for 70
percent of production and 20 percent of agricultural exports;,
mainly cashews, with state farms preoducing 25 percent of _ _
production and 65 percent of agricultural exports. Cooperatives

are unimportant from a national production perspective, but
comprise a significant porticn of the farm area in the Maputo
sGreen Zones. _
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2, Maputo Green Zones

Tne Maputo GCreen Zones, an a
City¥, 1s the major supplie
markels of the capital cirty
area is limited Lo cashews
for self-consumption or for comm

ral area surrounding Maputo
for the urban and outlying
ion of export crops in this
ther production is either
al sale.

Agricultural cutput continues to increase ina the Maputo Green
iones for several reasons. First, farm infrastructure is
IRproving as more industrial-type commodities {cement, rubber
hose, steel pipe, fencing materials, etc.) are pecoming
availlable to this sector. Structures for confining livestoek
{pigs, goats) and poultzry (chickens, ducks, geese and turkeys)
are pelng renovated or constructed. Irrigation/water systems
are peing instailed that are sophist icated and efficient,

Second, although the area under production continues to increase
(part due Lo exna ision of older holdings and part due to the
continuing influx of approximately 300 pecple per day coming
1580 the Ma?ut area}, emphasis at least for vegetable
production is being placed on intensifving the production
process. This meunocdology is more-labor intensive and
efficiency is gained in Q?annlng anc developing the various
cultural practices used in the production process. In addi-ion,
the uzilization of inputs, such as seecd, water and fertilizer,
are minimized in that only what is needed is used/applied and
therefore little is wasted in noaﬂrcduchlvn areas. Third, the
Supply ©F essential agricultural inpu {seed, fertilizer) is
more reliaple due to various donor nroc:ams Obtaining seed is
ne longer a problem; however, obtaining specific varieties of
seed will continue to be troublesome for some time to came.

Fart ¢i tne problem is peing SOLVe* by the farmers producing
Tnelr own seed. Again, seed p:cd ion was considered to be
nenexistent in the past vears in is area. Fourth, the
macgninery and hand tools provided by donors fit the needs of the
farmers in this area. Future CIPs should continue to provige
resources for motorcultivators, water pumps, rubber hoses and
peots, plastic poxes, sprayers and other hand tools to help meet
the increasing demand for these items in this area.

Tne mest notable proklem encouncered is crangsport. Now that
sufficient commodity 1is reaching the market, market prices are
low, making it extremely difficult for the farmer to Use
commerclal transportation to haul his produce to market when in
tne end he may not even receive the Zransport cost. Therefore,
farmers continue to reguest that trucks be provided through the
program that are large enougs o nmeet their needs and at the
same time allow Transport to take place at levels where only the
variarle cost of transport (cost of fuel and driver) are
recovered from the sale oI commodities. The importance of truck
s1ze should be noted. Alchough smaller trucks may be nore



efficient to maneuver in the Green Zones, the cost of making
thoree trips as opposed to one is significant in determining
whether or not t¢ market a commodity. In addition, the fuel
rationing system Joes not compensate for tonnage but mainly for
distance. Thus, the more commodity that can be carried on each
LIuck, ithe more commodityv that will be marketed.

The distribution of seed aliso needs to be tightened up.
Allccation of seed seems to be done on a generic nane basis.
However, most areas reguire specific varieties of seed because
80me varieties are not produced in certain locations. This has
oot been taking place, and thus, for EXanpie, melon seed has
been allocated to tne Green Zones which 1s generally not used by
the farmers. C01versn1v cther sesds imported under CIPs which
&re suitables/desired for this area ara being allocated to other
&reas where graalng ¢conditions are less suitable,

Crhokwe is an impressive irricated ares with over 30 (000 hectares
under irrigaticn. Tnere are approxima hely 125,000 resxdents
{45,000 families) in the area. After .cepeﬂdeﬂce and the
£X0CGUs 0f many Portuguesa, the state Lock ovar most of the
ananconed irrigated land in Chokwe and devoloped large state
farms. Production levels dropped sharply after indeépendence due
pPrimarily o the failure of state farms to reach production
expectations and unfavorable weather conditions.

A transformation in agricultural productivity by the private
farmers 1s contiauing in Chokwe. A number of factors have
contriputed to this transformation: good weather, the hard work
©f the private farmers and the availasility of agrlcul ural
egulipment and inputs. Although official marketed production in
the Chokwe area increased only sligntly during the past year,
cutput from fanily farms and private commercial farmers
continies Lo expand. The family farmérs continue to produce
over 84 percent of the maize, mainly for subsistence, while the
privace commercial farmers produce approximately €5 percent of
tne vegetanle procduction and 43 percent of the rice production,
Althougn the majority of the agricultural production in the
Choxwe area takes place under irrigated ¢o nﬂltlons, weather
concitions play an important role in production. The amounu of
rain during the productive period (land preparation to harvest)
has & significant impact on the commodity proquced, espec1allj
in @reas in the irrigation scheme where obtaining water is _
marginal. Farmers interviewed indicated thar avorable weather
congitions existed during the past year and the early rain
encountered 4uring the visit was a ¢good sign for the upcening -
year,



T m

Ine private farmers in the Chokwe area are experienced farmers,
many having farmed in the area for over 10 years. They project
& Sense of pride and understanding/knowledge in their efforts
which is often not the case where there is government
intervention/control imposed on the production process. .
Although the family farmers in an Agrarian House scheme in the
Chokwe area had not, in general, been as successful as other
proaucers (for the most part this is due to the marginal land
where they are located), a positive work ethic prevails as well
&5 & sense of competitiveness. All of these farmers are
Striving to increase production and are succeeding in spite of
the difficult environment in which they must operate and the
imited resources available to them.
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location/distribution of eguipment, seed, fertilizer and
inputs is determined by the local district agricultural
i

»
+

@ Ministry of Agriculture representative. His

W ooy g

L4
ent is based pringipelly on farmers' plans and their
igness to Cooperate with government officials. Under
Lti0ons where market forces have not prevailed, this method
satisfactory. Now that there is considerable surplus
on in the area and farmers are finding it difficult to
thelr productien, the decision to make an investment in
lent and unknown/untried varieties of seed will be
auch different criceria. Since the lastk evaluation,
mers, especially marginal farmers, nave not had
Lt resgurces to pay for the new equipnment. Credit is
ution to this problem since it is not possible for the
have a positive rate of return on his investment.
iy, the farmer is faced with cversupply and low prices
ket which force him to minimize costs of production,
oduction (i.e., need to produce more if returns per
w2r} and produce a high quality product. Therefore,
sions will play an increasing role in the seed
distribution process,

LRI O E W OO
[V & B VR T 0

[N A T 1Y e T R 1 S P 4 3
= )

J W X Q03D 0
"

th D D
0]

HOIF et (b o g

{1t

80O ® 1y 3 e e b 3
ot

[SPRLATES o )]

i

3 L O L0 e

@ r oty
O
i3

a3 W I U
fir
e
o
r

»

3 fu

.

bt Y g B
R
Oty

.
6t bt g 5

®
4y g

it

e

3O N oy

LA * T PR 6]
N b

9

JALEN 2 I
-2y

o]
Y

Shortages of ecuipment and other agricultural inputs continue to
prevail in the Chokwe area. The shortage of motorpumps in the
older producing areas and new land, ocutside the irrigation
scheme, 1is critical and will lipit long ternm expansion of
procuction in the area. Supplies of seed and fertilizer are
avallanle., However, preferred varieties of seed are often not
availadble or are late in arriving, and the guantities of
fertiliizer received are sometimes not sufficient. 1In other
cases, tne rignt type of fertilizer for a particular crop is net
avallasle,




B. Interviews with Parmers

1. <Chokwe - Deputy Director of UDA Mr. Mausse and the Deputy
Director of the Private Farmers Mr. Jose sSantos

At the first meeting with tne UDA c¢fficials, the evaluation team
discussea several areas of interest, These included a review of
tne aliocation process for comﬂodxtles, types/definition of
farmers receiving eqahpﬂenL, and the status of the different
varieties of seed. During this meeting the itinerary for the
Chokwe visit was alsc discussed and agreed upon.

uty Director of UDA (DD/UDA) briefly summarized the

ion process as one in which the criteria are based on

r Willingness of farmers to assist other farmers, and
n ability to pay. ”ne equity issue was discussed in

1 with the team,. waver, this was only the tip of

g when one ceﬁszce*s the uncerlvlng conditions such as
and/or agreements between the farmer and UDA :equxrzng
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rmer to work a glVEﬁ amount of time on other farmers'
Srowing contracts where a farmer was allocated, say, 200
ars of ga'ilg seed and the farmer is then exp@cted to

56 (1;0;”&%3 ¢f the production to the state. This
ates what 1s considered to be a cooperating farmer for.
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ted several changes in the distribution process
¢ from the devaluation of the Metical, and the
1apility of cercain farmers to pay for imported
an economzc point of view, this is ihe first
ricing nas Digjed a part in the allocation
ncates that the UDA allocation process is not
rinuating eculom nt based on any productive
In other words. ender the UDA allocation

1 habmehs nave orouably obtained equipment
the initial investroent now that the
ity mc*xe:s are being flooded with goods and
ricultural products have declined sharply. So far,
Chorwe area, 4 tractors andé 1 truck have had to
. Reallocation was made to farmers in the same
n abllity to pay was probably the determining

The DD/UDA again re-stated the criteria: types of
each area, farmers' cooperzation, and sc forth.
. his lack of conviction in the eff cacy of this
ion process was evident from the discussion.
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sC the allocaticon of
focussed on seed zand the
n. Afterwards, the team




visited seed and fertilizer warehouses. UDA makes allocations
to individual farmers based on the needs indicated in the -
farmer's annual plan. Therefore, distribution is not “free®
and, "the farmers can not hoard seed to speculate on future
avai1iability.” 1In other words, UDA decides what the farmer is
going to produce, and which farmer is going to receive
CiP-financed seed. {However, the allocation system does not
Seem to work efficiently since several farmers had excess seed.)

Several complaints received by Boror about the guality of seed
were noted: 1) Cans were reportedlv mislabeled because the seed.
did not produce fruit which resembled the picture on the can; 2)
The factories are not receiving the tomatoes, c¢laziming that the
cuality 1is nct good; and, 3} "This variety of seed has never
been grown in this area, so whv is this the only seed Boror
carries?” Again, many of the complaints are attributable to
iickly changing economic conditions associated with
icultural producticn, Prices have dropped in most markets
Lo oversupply and now the farmers are faced with a lack of
kets for a large portion of their production. However, seed
ces fcr 86/8B7 increased 500 percent from 85/86 and for 87/88
1000 percent. In the short-run this conditien will not
Iove. However, as secondary markets (such as food _
cessing, canning, andé freezing factories) open or are geared
increased production, most 0f the non-marginal farmers will
ntinue to de guite well,
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The Boror Director also noted that some of the seed, namely
onions and potat-+s, were received late.

Tne general feeling from this visit is that Boror is an integral
part of UDA and does not operate in any way as a separate
entity. The conditions associated with allocation of seed and.
Other inputs are certainly not necessary in order to meet the
goals of the program. To change this situation will entail
sustained policy dialogue with appropriate high level officials,
since the team felt that local UDA/Boror officials are only
acting on orders passed down to them. '

3. Chokwe: Barrage area - Private Farmer Mr. Mario Sibia

This farmer has 20 hectares, all irrigated. His egquipment
inventory includes a thresher, a tractor {MF 290) and an oid
motor pump (4 cyliinder). He is helping the family sector around
hils ar=a with the tractor and the pump. _

Comments on commodities:

d was not good, but what grew, produced
1d like to keep part of production for seed
appropriate storage facilities, o

rPotatoes - The s
well, Farmer wo!
Dut dees not hav



Tomatoes - The farmer receives 60 - 70 Meticais per kilogram -
at the farm. Transpert to Maputo is priced on a per truck '
rate (100,000 Meticais for a 3 or 5 ton truck) regardless of
th2 amount of commodity involved. He indicated that the "
marigold variety was not good for transport as it gets soft
&nd spoils easily

Cnion - There was little seed available when it was time to
Dianu and even at that the only variety was Red Creole which .

i% 0ot easy to marke:t, EHe indicated a preference for Texas
Grano.

Beans - He plants butter beans only.

Malze - He uses the Kalahari variety.

Tnis farmer has sufficient production to warrant a truck
allocation. 1In addition, he indicated the there would be no
proolem in obtaining sufficient funds to finance both a truck
and a pump. (The team does not feel comfortable with UDA‘®s
imposing conditions on a farmer of this size because, as the
Meticais become ‘'near and cea:,’ the farmer shouldn't have. to
use his investment to help other farmers. Why should the
commercial farmer provide welfare to family farmers?)

Y

4. Cnhokwe: Guija area - Private Farmer Mr. Inacio Novela

This farmer has 25 hectares (12 hectares in 198¢), all

lrrigated, 2 mOtor pump (Deutz 3 cylinder - 6%) and a tractor
290). He has been farming in this area for about six years
_ has & retail store in G”ija He employees 37 workers
male, 19 female)}, whereas cne year earlier he employed 16

i

General comments: Production ig ine reasing in the area because
of the increased number of traccors (5 in 18987, 2 in 1986) to
wors the land. Soil is very productive and with irrigation most
Crops can e procduced. However, transport of commodities from
tne area is difficult due to the security situation. This
farmer purchased a 10 ton truck in South Africa 2 years ago
whicn 15 used to transport cemmodities to Maputo. He makes twe
trips per week depending on how auickly products can be
marketed. Thils farmer felt that tomato seed received {Roma
variety) was not the variety indicated on can label,
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Problems: EHe cealc use boxes and more backpack sprayers. He.

also indicated th some farmers have clfFlculhy LranSportlng
irputs {diesel, fe t*ilzer} from Chokwe to Guija due to the . lacki
of small vehicles etc. - zand would thus like to sece a

distribution center iocazed in Guija.
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has problems

He would be willin
larger
rice from a dralnage canal,

Truck.,

Nwachicoluane area - Private Farmer Mr. Alberto Sono
has 16 hectares of irrigated land and 100 hectares
Ee has 2 tracters (a Ford rehabilitated with CIP
a MF 265 [from CIP I] which looks used/misused); a
thresher, and a truck (Toyota 1 1/2 ton with 111,000
He produces only cereals - rice, maize/rice. He
with transport about three months out of the year.

1§ to transport for cother farmers if he had a
He would also like a motor pump {6") to irrigate
for cultivation cn a dryland area.

(This practice is not recommended for three reasons: 1) This:
fa"ﬁe: s land 1is within the irrigztion scheme which is currently

being poorly main
where the system opera
from a drain will add
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ntained, thus creating problems in all areas
tes marginally, at best. 2) Using water
to the salinity problem in this area.
increased level of production in the area the
ductivity gained would not warrant the investment).
ommented that ruboer Lboots could have higher tops
ers who produce ri He also indicated that, in

duction was beat te; “is year than last.
Nwachicoluane~area Director of Private Parmers

nere are 170 private farmers with 4 hectares each
Most of these farmers have land

i gation scheme in dry?ana conditions, Some have
in the irrigated scheme where they produce

However, most of the land in the irrigation scheme
produces only rice. Good farmers' rice production

pproximately 7 metric tons per hectare using the T4

-

a

145 day growing season.

This area is highly
salinity problens '
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Nwachicoluane area-Agrarian House Director, Luthern.
(LWR) Project Director and 10 family Farmers
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House i1s a state-established and controlled

area for family farmers where each participating
nas l hectare. The Nwachicoluane area Agrarian

1 s located within the irrication scheme. The land
has been allocaLeé to this project is marginal at best;
inity problems are evident on observation. These farmers

- have *ece;ved bicycles, sprayers, plows and harrows for animal .
traction, seed and fertilizer, Main crops produced are rice,
maize and beans,
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General Comments: Thesge units are not nducive to moving-from

subsistence to commercial agriculture, Ld heran wWorld Relief
participation tends to reinforce & welfare mentality instead of
developing private initiative. Production is slightly anove.



subsistence levels within the unit. Surplus production as
reporced by farmers tends to be sporadic and of insufficient
guantity to be readily marketable. Bicycles are allocated on a
"reward" pasis to "cooperating" farmers. For the most part,;
farmers indicated an unwillingness to change from their 3 main
Crops. Tney plant what the government tells them to plant.
Problems: Shortages of spare parts, tires and tubes for
bicycles {indicative of the poor guality of bicycie being
supplied). The harrows for animal traction plows were also
reported to be @ major proklem. Additional 0AaCKpack sprayers
are also neecded; along with protective clothlng, gloves, masks;
rain gear, boots and overalls {these fa mily farmers are feeding
cnemselves and their families but they apparently are not maklng
encugh money to clothe themselves.

iasse
Tnis farmer has 22 hecctares total with about 12 hectares
{marginal land) within the irrigaticn scheme. He received a
tracter under Phase III of the CIP. He pays MT 100,000 per
truock loaé for transport te Maputo.
comments on Commodities:

Rice - He produced 1.4 metric tons per hectare: bad problems

with water.

Tomato -~ Campbell variety sells well; Roma variety not

selling since factory/processor clicsed due to "lower”

gualityv.

Onion - Texas Grano; planted late., {(We wondered where he got

seedj. '

Cabnage - The seed canme late which resulteé in very little

production,

Garliic - He has no proolems since he is meltiplying seed -and

expects 500 kilograms. It is interesting that he obtained

gariic seed outside the government distribution channel.
General Comments: This farmer is yocung and energetic and, .
althougn he has farmed on his own only since 1983 (after worklng-
for a state farm), he seems qulite capable of carrying out a
given production plan., 1In some sense, he may be under outside
pressure to prevent nim from expanding., However, he is :
ampitious encugh that he will probably circumvent this outside
inficence.

Bwachicoluane area Private Farmer Mr. Agostinho



3. Chokwe: Chiguidela area-Private Farmer Mr., Raul Poeira

Tnis farmer has 104 hectares and is currently farming an
additional 19 hectares that belong to LOMACO. He has received
two trucks (3 ten from CIP I and 8 ton from Phase III) and two
tractors (a MF from CIP I which he uses with the private farmers
and a Ford from CIP II) from the USAID program.

Commen
Rice - He farms approximately 80 hectares.
Maize -~ He has no problems getting seed.

Potatoes - b hectares produced 13 metric tons - seed was of
very poor gquality.

[omatoes - He farms 15 hectares, producing 35-40 metric tons
per hectar e; seed originally from Portugal {preferred
variety); xeeps own seed from one season to another.

Cnion — He planted Red Creole this year because Texas Grano
ipreferred) seed was late; he has hard time selling Red
Crecole and it does not stors well.,

General Comments: This farmer is very progressive. Given the
ooportunltj/latxfude he would probably adjust his cropping
pattern in response to market demands and not government
priorities., He owns a Fiat tractor that is not operable due to
lack of spare parts., Bandits attacked village within last 3

weekKks

tney woulid be safe. He farms prime land that is very fertile.
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far i
recet ved with his pariner, & ME

Commen
nim,

water
tense

ems: Potato seed doesn't come on time, it is not the

rred variety &and it is of poor gquality. Could use more
iizer, Encountered transport difficulties until he

ved last {8 ton) truck. Uba c0usidered requesting him to
first truck before he would be allcowed to obtain the second
. Irrigation scheme has cut off water for the last two

s {this area is at the far end of the irrigation system).

5 surplus production which he is unable to sell.

Chokwe: Chiguidela area-Private

its on Commodities:

and he has recently relocated his wife and children where

r-;j

armer Mr, J. Veloso

mer has 34 hectares in the irrigation scheme and has "

tractor from CIP I.

12s:  This farmer was with Mr. Poeira when we interviewad
Ee land 1s also prime, very fertile, but has also not had
from the cue“ﬂ during the last two months. He remains
and cistracted (probably as a result of the encounter with



the bandits}, and indicated that the area was not free from
future attacks. This farmer has a lot of experience and
know-how and should be considered as 2 good source for
production information such as seed varieties, fertilizer needs,
and so forth.

1ll. Chokwe: Chiguidela-area Private Farmer Mr. Fernando Santos

This farmer has 10 hectares in the 1rr1¢at=on scheme, has
receiveq an eight ton truck from CIP II and has been farming
only since 1984. Befcre becoming a farmer he was in the army.

comments on Commodities:
Rice, Maize - has no problems

omato ~ grows Roma variety and a Portugese variety (Carlos -
uota), which is preferred; claims to have received two types
cf the Roma variety; observing tcmatoes in field d4id not
confirm claim

General Comments: This farmer is an "expert" with 3 years of
experience. We consider him to be marginal at best and do not
tnink he will survive as a farmer as market forces take effect.
He would like to have another tractor, Presently, he has an old
tractor he obtained from the state farm, but with 10 hectares he
does not need it. He seems more oriented to providing services
as a commercial operator (in the areas of transport and
tractors) than in utilizing the equipment as a farmer.

1Z. Chokwe Deputy Director of UDA Mr. Mausse, and the Deputy
Director of the Private Farmers, Mr., Jose Santos

Tnis meeting was called to discuss UDA's interpretation of the
iﬂpact of the program, allocation and distribution problems, and
preliminary thoughts on future programs. This meeting was over
three hours long, interesting, and covered a wide range of
topics.,

UDA feels that optimum tractor use is achieved when a tractor ls'f
‘used on approximately 130 hectares 2 vear. This is not a -
"private sector® concept, since the private farmer/owner should
determine what, how, and when the equipment in which he has made

an investment will be used. Coverage ameng the private
commercial farmers, cooperatives and agrarian units appears to
be satisfactory on the surface, but complete end-use monlgorlng
must be completed in the near future,

The late arrival of seec has been a problem, but past transporb
problems have been reselved., This was discussed in some detaiil
since previous visits to Boror in Maputo indicated that

Boror/UDA in Chokwe was unable to pick up their seed allocation



due te a shortage of funds., This discussion developed into a
coatinuing dialcgue on the allocation procedure used for seeds.
UDA's developing a seed list based on the farmer's intentiones on
a generic seed bhasis is not accepiable. Therefore, future CIB
must wrestle with the seed allocation probiem and find a '
"private sector™ distributor.

Addicional allocation problems have arisen during the past
year. For example, of the 24,000 galvanized sheets alioccated to
tne Chokwe area, a distributor (Manuel Nunes), on instructions
from the MOA in Maputo, delivered part of the amount allocated
for Chokwe te another area. Again, this reflects government
intervention in the distribution process.

istribution of motor pumps was alsc discussed. UDA's intention
8 t¢ distribute the new pumps to farmers with oid pURpPS, or to
farmers in old areas of production {outside the irrigation
scheme). On the surface this seems to meet the progranm
objectives., BHowever, this should be followed up with fielid
visits shortly after the punmps are distributed.

D
i

Tnere 1s a need to continue importing bicycles under the program
to provide transport for private and family farmers. They could
use at least 200 or more immrediately along with spare parts,
tires and tubes. We recommend that USAID not consider providing
additional vehicles of anv kind (bicycles, motorcycles, jeeps,
tc.} to any government agency for monitoring, extension,
transport or any other activities associated with the program.
These alincations were made under CIP II, FY 1985, only).

Back pack sprayers, rain gear and protective clothing are in
short supply. The aliccation process for these items is much
tne same as fer other commodities -~ the farmer is not able to
ostaln these items freely from the distributor. He must obtain

government authorization before he can obtain such commedities.

YUba woulc like USAID to consider small mills for grinding grain
in various "depots" in the area outside Chokwe. We do not
reconmend consideration of this option. Instead, OAR might

<
contact NGO's woriiing in the area to provide such eguipment,

13, Chokwe: Mabalane arez Private Farmer Mr. Manuel dos Santos

This farmer has 4¢ hectares in the irrigation scheme. Under
variocus CIPs he has received a MF tractor, an eight ton truck, a
Tiree ton truck (which he was reguested to sell by the
government kbefore he could receive the eight ton truck) and a

2 1/2 ten truck, This farmer is experienced, hawving farmed in
the Chokwe area since 1968},




Conmnments on Commodities:

Iomato -~ Campbell reound f£ruit; likes Portuguese Carlos Jota
variety better than the Roma variety.

Cnion - He planted Texas Grano from last vear's steck of
seed, (Again, we wanaere& where the seed came from?)

Potato - He planted 7 hectares but had problems with rotting
seed,
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er 1nc1ca;ed he didn't have any

’r ¢CKs or tractor to provide

farmers. Afte: visiting several

s csvzous thet this farmer has received

he can realistically urilize., With a1l

ne is probably considered to be a

. He usually makes 3 Lrips per week to

since the factory processor has not been

he now makes only 2 trips. He indicated that he

to keep part of nhis potato production for seed, but
£00 hot in Chokws to store the potatoes. Even
farmer 1is in the irrigation scaﬂve, he is having =z

e ue 1In part to the deterioration of the

cure wWh 1ch is poorly maintained. OAR/Maputo should
none of tne CIiP-financed¢ motor pumps be allocated or
within existing government-~cperated irrigaticn
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increase in farmer producticn and transport

led to increases in the quantity and types of
commeditzies in the Maputo and surrounding markets,
rlng oﬁ prlces. In addition, these commodities havm_
n uality than in previous years. :
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Faceq with these changing market forces, farmers'® decigsions to
make investments in pew eguipment, seeds, fertilizer and other
agricultural inputs will be based on criteria that will allow
them to minimize costs, maximize production and produce 2 higher
cuality product that is competitive in the market place. The
current system of allocation/distribution for CIP-financed
commodities will need to be modified to meet these changing
conditicons, '

Additional eguipment as well as seed and fertilizer will continue
£o be necessary in tne CIP target areas for farmers to reach
their production potentlial. Private sector farmers

continue ko




face the proslem of limited production resources such as
Lractors, piows, seeders, cultivators and trucks. Furthermocre,
grivate sector farmers face shortages of basic hand tools,
fertilzzer and seed, Agricuiturzl support industries such as
oo processing and eguipment manufacturers are cperating at a
fraction of operating capacity éue to the lack of imported raw
materials and shortages of spare paris. 45, although the '
commodities imported under the PSR progresm have had a significant
impact reflected in increazed production, lower prices and so
icrca, these commodities still fall far short of meeting needs
even within the specific target areas of the Drogranm.,

ine evaluation tean thus recommends the following:

1. That at present funding levels the folliow-an PSR program
TONLInUE Lo pursue similar o3¢c;1vﬁs invelving the provision of
CIP-financed inputs in the same target areas. The program is far
from reacning a 'saturation peoint' and, s suggested above, there
1s still plenty of absorptive capacity ané high demand in the
targer areas for additional CIP inputs.

2. That the program composition remain essentialiy the same. 1In
particular, we would not recommend additional 'naw’ comnponents
$uCn as technlcal assistance to the private agricultural sector
in tns target areas. The evaluation team was uniformly impressed
¥ private farmers’ knowledge of farm eguipment and their
seilf-sufficiency and rescurcefulness in repairing and maintaining
this egiipnment.

Lastly, the evalu ab;oq team notad that, although the present CIp
siafr is adequate for implementing a CIP at current funding
levels, an expansion of the program beyond present funding levels
anc/or intc new target areas would inmplv a reconsideration of
current stafifing reguirements and a comprehensive review of the
security situation and its possible impact on program onjectives.
VIi. POLICY DIALLGUE

Tne policy dialogue in connection with the PSR CIP has not taken
tne explicit form of reguiring policy changes grior to
Cispbursenent of funds, nor has it incorporated covenants

reguiring stcudies in key policy areas. Instead, the program as a
wnole can be viewed as & demonstration that khe private sector i3
poth a caparle anc an efficient preducer and distributor of
goocs. The provision of agricultural inpits to private sector
farners nas provided the means Lo demonstrate thatk private
procucers respond wnen provided with reguired inputs. In terms
of discribution, the PSR CiP should projressively increase the
percentage of resources being Doth imported and distributed
TRYSUgGh the private sector.

Finally, the design and evaluation processes utilized with the



PSR CIP have provided significant opportunities for technical
discussions concerning selected macroeconomic and agricultural
sector poiicies. These discussions, however, have been
constrained by tae relative lack of policy analysis for these
Giscussions, In adédition, the lack of centinuity of outside
technical perscnnel resulted in & nonproau¢t1ve rehashing of-
topics pzevxcusly c¢iscussed, thereby rther limiting the scope
of the dialogue :

r

A. zffect of Pricinc and Subsidies

One of t“e Major 1issues su rrouné11g the PSR CIp through ail its
hiases has been the pricing of high-value capital equipment

financeg Dv the p_ouram, i.e., trucks, tractors, tractor

;npleuents, and metorcultivators., While concerns have ranged

-

over a wide area, all have their source in the extreme

'U

overvaluation of the &etbcal Due to this overvaluation, the
cfficial price of the imported commodities is less than the true .
econeonic vaiue of the COuWOGl;y. As a result, the recipientsg of
ne commodities receive an implicit subsidy. The potential
proviens arising from such an implicic subsidy include (but are
70T limited to) the following:

1) Potential diversion of commodities across borders in

orger to capture this subsidy in the form of foreign

exchange;

Z2) Allpcation of capital equipment to less efficient

produsers, although to date there has been no evidence of -

thisg;

3} Tne premotion of an excessively high capitai/iabor

ratic in domsstic production,
In Phase I 0f the PSR CIF this issce was identified, and
surcnarges ranging from 25%% to 65% were imposed on the high value
capital items. In the second phase 0“ the program this surcharge
was increased to 100% and 150%. rFollowing the January 1987 :
sevaluation ©f the Metical, however, the surcharges were
eliminated in Phase III andé Phase IV of the program. Given the
1ags in the deliivery of high~value capital equipment, OAR/Maputo
practice has been not to apply surcharges on any equipment -
arriving after the January 1987 devaluation. Since none of the
high-value capital equipment under Phase III arrived prior Lo
Fepiuary 1987, no surcharces have been lsvied for high-value
capital eguipment procured under Phase IIZ of the CIP.
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Subsidy Due to Overvaluation

PSR CIP PHASE:

e e ks i oS e S A M e e i, A S B Sl ik Al b v e s, Mk S, . W, o .. e A i

i il ITI-A ITI-B
Cfficial EZxchange Rate 40.00 40.00 200.00 400.00
Parallel Exchange Rate i500.00 1500.00 1200.00 900.00C
Marketing Costs 67.0% €7.0% 67.0% 67.0%
Effective Cost (Mt,USS$; 656.80 €6.80 334.00 668.00
Implicit Subsicdy (ML/US$S) 1433.20 1433.20 866.00 232.00
Implicit Subsidy Rate 95.5% 95.5% 72.2% 25.8%
Surchavge Rates:
Small Trucks 65.0% 150.0% 0.0% S 0.0%
Large Trucks 60.0% 150.0% 0.0% 0.0%
Tractors & Eguipment 25.0% 100.0% 0.0% 0.0%
Motorcultivators 23.0%  150.0% 0.0% g.0%
Effective Cost/USS:
Small Trucks 110,22 167.00 334.00 668.00
Large Trucks 106.88 167.00 334.00 668.00
Tractors & Bguipnent 83.50 133.60 334.00 668.00
Motorcultivators 83.5¢C 167.00 334.00 668.00
Implicit Subsidy (Mt/USS$):
Small Trucks 138%.78 1333.00 866.00 23z.00
Large Trucks 1393.12 1333.00 866.00 232.00
Tractars & Egulpment 1416.50 1366.40 §66.00  232.00
Motorcultivators 1416.50 1333.090 866.00 232.00
Impliciz Siubsidy Rate: S
Small Trucks 92.7% §8.9% 72.2% 25.8%
Large Trucks 92.9% 88.9% 72.2% 25.8%
Tractcors & Egquipment 94.4% 91.1% 72.2% 25.8%
Motorcultivators 94.4% 88.9% 72.2% 25.8%
Surcharge to Eliminate
BEffective Subsidy 2145.5% 2145.5% 255.3% 34.7%
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Allocation and Pricincg

o

ultimate objective of the allocation and pricing pelicy in
CIP is to allow farmers with the productive capacity and

me potential to purchase agricultural eguipment at market
rmined prices. For Phase III, government officials decided
2 districis and which farmers within those districts would
1fﬁ Cip~financed equipment. Direct allocations of equipment
rtedly are based on local officials’ knowledge of which

IS have the best productive records, can use the eguipment
tively and have demonsgrabec ability to farm. However,
evaluation team points out that one of the important

o

.
-

i S T o N ST
L

i !D 3 tDO

[ 0 U 4 I
anO
¥

e”eﬂb to cooperate with local officials in providing

Lract services to other farmers in the area. Based on the

ntL field interviews and observations, the current allocation
o is conditioned by government intervention and control,
2ud therefore tends to have a negative impact on private sector
cevelopnment.

s R € 3F PY B R B P ke o ) D (D

Wty 6O er b kb
nmrrmrrmm

ZoR (D O W o

C. Sesad

Witnout seed there would not be any agricultural productlon

However, with poor gquality and/or the wrong varieties and/or

tvpes cf seed, the private farmers will be unable to utilize

*hei* scarce resources efficiently, resulting in production at
ubsistence rather than surplus levels.

As already noted, farmer complaints/comments on seed varied
significantly from those posed by the seed importer (Boror).

Now that market forces are becoming a primary factor in the
farmers' decision process in deciding what to produce {(when
demand in the market place was far in excess of the supply of
agricultural produce, anything produced by the farmer could be
marketed at a price) and the farmer is unable £0 market all his-
production at any price, the farme; musSt assess his resources
ana deternmine winich commodities he has a comparative advantage
in producing., Vecetaples are no longer considered generically, -
but are considered by specific type and variety. Therefore, it
is important that the farmer receive, for example, the Roma
variety of tomato instead of the ma:zcold var¢ety which the
farmer has found to be not marketable in the past.

ontinue its practice of not utilizing
ns precedent to disbursement of funds.

ST, compared to the total value of donor assistance being
1& d to Mozambigue, the amounts provided through the PSR CIP

ria 1in the allocation process consis;s in farmers making an .
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nowever, would increase the current budget deficit
excluding g¢grants unless an eguivalent reduction in
Current expencitures 1is made in & separate line item.
Thus, this form of counterpart use would generally not
be consistent with the total IMF program targets.
Suppoert for Investiment Rudgetary Expenditures.
ibution of counterpart funds for the financing of an item in
investiment budgei would either reduce the need for, or be
ral with respect to the need¢ for budgetary reccurse to
gtic credit financing. Provision of such investment funding
i1d utilize the following procedures:
1. The GPRYM should provide information concerning the
project for QAR/Mapguto review. This information shoulgd
include & description of the project, evidence that the
preject is currently included in the budget, the total
cost of the project, and the currently comitted funds,
oy scurce, for the project.
ii. CAR/Maputo should review this information for the
project's consistency with CAR/Maputo's program goals,
Currently identified funding scurces should be examined
ke ensure that U.S. counterpart funds are not being
commingied with Eastern blec assistance. Finally, if
ne U.S, dollar equivalent of the requested counterpart
funds for the activity excesds some predetermined
level, further information demonstrating the financial
ancd economic viability of the project should be
reguestced and reviewed,
If counterpart funds are utilized to finance a service for
the private sector, these funds should be granted to a
private encity to use as seed funds for the initial
estaiklisnment of the service., The grantee should be
reqguired tc establisn a fee structure sufficient to cover
oparational costs and to ensure the further operation of the
service.
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4. With regard to policy dialogue, the following is recommended:

a) That OAR/Maputo continue its practice of not utilizing
policy-related conditions precedent to disbursement of funds,
Compared to the total value of donor assistance provided to
Mozambigue the amcunts provided through the PSR CIP are small,
and thus the idea that these funds can be used to leverage major
policy change is not reasonable. Furthermore, staffing of
OAR/Maputo and availability of regional technical support for a
poiicy-conditioned program would not allow for an eSfective
design or implementation of such a program.

©) That OAR/Maputo begin the process of developing the
knowledge and analytical base for an improved understanding of
the policy constraints on the future expansion of private sector
activity in the agricultural sector. The development of joint
OAR/Maputo-GPRM studies could be included as covenants in future
agreements if desired,.

¢) That OAR/Maputo consider obtaining the services of
merpers 0of the present evaluation team to assist in the design of
tne follow-on CIP. Evaluation team members are familiar with the
overall development context in Mozambique and have in-depth
knowledge of specific issues relating to the CIP. Their _
participation in the design of the follow-on CIP could contribute
Lo a more consistent policy dialogue on issues raised in the
present and previous evaluations,

5. OAR/Maputo's use of counterpar:i generations should be _
conducted in such a way as to be consistent with IMF targets in
Mozambique. The following recommendations are made with this
principle in mind:

&) The preferred coption is to 'sterilize' local
roart generations, that is, to make no use of these funds
for contributions to the Trust Fund account.

counte
except

5} OAR/Maputo should not use counterpart funds for the
creation or support of any credit program.

+
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c) use of counterpart funds for GPRM budgetary
support should be in the form of a grant attribution to specific
elements of the budget. Such attributions should be implemented

by means of a counterpart grant agreement.

d) The use of counterpart funds to finance current
budgetary expenditures should be considered in two parts:

i. FPor current expenditures already included in the
oudget the provision of counterpart funds would reduce the GPRM's
recourse to domestic credit financing. It would not affect the
current deficit excluding grants and thus, this form of
counterpart use would be consistent with IMF program targets.,

: 1i. For current expenditures not already in the
pudget, the provision of counterpart funds would ensure that no

. ¢ 6/‘% .



additional recourse to domestic credit financing would be
required., Such an increase in expenditures, however, would
increase the current budget deficit excluding grants unless an
equivalent reduction in current expenditures is made in a
separate line item. Thus, this form of counterpart use would
generally not be consistent with the total IMF program targets,

e} Support for investment budgetary expenditures should
utilize the following procedures:

i. The GPRM should provide information concerning
the project for OAR/Maputo. This information should include a
description of the project, evidence that the preiect is
currentiy inciuded in the budget, the total cost of the project
and the currently committed funds, by source, for the project,.

ii. ©QAR/Maputo should review this information for
project consistency with QAR/Maputo's program goals., Currently
identified funding scurces should be examined to ensure that 0.5,
counterpart funds are not being commingled with Eastern bloc
assistance. Finally, if the U.$S. dollar equivalent of the
requesced counterpart funds for the activity exceeds some
pre-determined level, further information demonstrating the
financial and economic viability of the project shculd be
reguested and reviewed,

If counterpart funds are utilized to finance a service for
private sector, funds should be cranted to a private entity
se as seed funds for the initiazl establishment of the

ce. The grantee should be recuired tc establish a fee

ture sufficient to cover operational costs and to ensure the
2r oOperatcion 0f the service,
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Annex A

Evaluation Methodolocy

Tne methodology utilized by the team is based on criteria
established in the scope of work, general guidance for the
PSR III CIP evaluation, as contained in the Private Sector
Rehabilitation PAAD (656-020G1iB), and on the evaluation
process outlined in Evaluation Guidelines feor NonProject
Assistance: Commodity Import Progqrams (CiPs) and ClpP-Like
Agtivities. )

Date for the analyses were derived from a review of
commodity inputs and end-use monitozring documents prepared
by QAR/Maputo CIP? Monitor and CiP End-Use Monitor, and
stored in a computer data base. This systematic collection
of irput and end-use monitoring data was initiated as a
result of the CIP I which noted the need for a2 more formal
method of measuring the economic effects of the program.

An orientation and briefing on CIP II1I was provided by the
OAR/Maputo Commodity Management Qfficer during the first
week of the evaluation. The evaluation team also reviewed
and analyzed documents provided by OAR/Maputo Commodity
Management Officer and conducted interviews with
beneficiaries of the program in the Maputo area, including
farmers in the Green Zones, private importers and
Cistributcrs and GPRM officials. During the second week the
team made a field visit to Chokwe in Gaza Province, The
team was unable make its scheduled trip to Xai-Xai due to
adverse weather and securiity conditions.

The economist submitted his findings to the project
cevelcopnent officer and left at the end of the second week
c¢f the evaluation. The remainder of the team remained to
complete research activities and prepare a draft report for
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The team held a meeting in the middle of the third week of
the evaluation tc present preliminary findings and to
discuss final recommendations before submission of its draft
report to OAR/Maputc. Both the recently arrived AID
Representative and the Charge at the Embassy were briefed on
the findings and recommendations.



Annex B

Evaluation Schedule and Team Composition

The evaluation was scheduleé andé conducted August 17 -

September 4, 1987. The evaluation team was comprised of the
following:

Alfredo Cuellar, Project Development Officer (Team Leader)
Richard Harber, Economist, USAID/Lusaka

David R. Martella, Agricultural Development Officer,
UsAID/Mbabane

Robert Bruce Stader, Commodity Management Officer, REDSQO/ESa

In acdition, Ana David, CIP Monitor, OAR/Maputo, and
Fernando Paixao, CIP Field Monitor, OAR/Maputo, assisted in
the evaluation by scheduling interviews, providing progran
cdata and analyses, ané by providing valuable insights on the
implementation of the CIP in Mozambigque.

OAR/Maputo Comrmodity Management Officer Judi Shane provided
overali orientation andé invaluable guidance to the
evaluation team,




The following tables show the status of lecal currency deposits:

under CIiP I, II, and III, as of August 31, 1987,

Billiings
. Deposited {receipts)
ACcounts receivable

8illings
Deposited (receipts)
Acgcounts receivable

oS
ted {receipts)
ts receivable

Note: Tables :included in Annex C were prepared by
technical assistance teanm from USAID/Mbabane.

STATUS OF ACCOUNTS

AS OF AUGUST 31, 1987

(In meticais)

CIP - FY 1984

Special Account

254,200,28¢6,16
250,688,776.%5
3,511,509.21

CIP - FY 1985

Special Account

Trust Fund

680,036,023.00
652,877,236.00
27,158,787.60

CIP - FY 1986

Special Account

5,084,003.78
5,013,773.60
70,230.18

Trust Fund_

810,134,194.67
71,255,050.50
738,879,144.17

23,801,259.74
22,850,702.20
950,557.54 -

Trust Fund:

26,354,696.55
2,493,926.50

25,860,770.05 .

visiting



SURCHARGE DEPOSITS

The surcharge was discontinued after the first devaluation in
Februyary 2, 1957.
Cumulative total deposits for
Cir I, II, III, and Surcharge
Special Account Trust Fund
Cip I - FY 1984 256,688,776.95 5,013,773.60
Cip I - Fr¥ 18%8% €52,877,236.00 22,850,702.20
CIp III - FY 1%86 71,255,050.% 2,493,926.50
Surcharge 171,960,062.50
Cumulative Totals 1,146.781,125.95
30,355,402.,30

Trust Fund deposits continue to be utilized for OAR/MAPUTO's
in-country administracive costs. The Commodity Management Office
{CMC) hes been reguested to justify a reguest to increase the
Trust Fung percentage from 3.5% to T%.



