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Mozambique Private Sector Support Program (656-0208)
Program Assistance Approval Document Amendment No. 6

Continuation of Box 18: Summary Description

Pursuant to the Foreign Assistance Act of 1961, the Foreign
Operations, Export Financing, and Related Programs Appropriations
Act, 1991 (applicable pursuant to the Continuing Resolution for
fiscal year 1992 under P.L. 102-145, as amended by P.L. 102-266),
and the delegations of authority contained in Delegation of
Authority 551, the Program Assistance Approval Document ("PAAD")
approved by the A/AA/AFR on August 24, 1989 for the Private
Sector Support Program ("Program"), and the ad hoc delegation of
authority provided in 92 State 279563, I hereby authorize an
additional increment of $8,000,000 of non-project assistance
funding for the Program for FY 1992, and otherwise amend the
original PAAD, as previously amended, as follows. This
additional funding is the final increment to be authorized and
obligated under the Program and brings the total authorized
Program funding to $61,440,000. All funds authorized hereunder
will be disbursed through a Commodity Import Program. The
terminal date for disbursements under the Program is also
extended to December 31, 1994, and this will be reflected in
Amendment Number Seven to the Program Grant Agreement and
appropriate Commodity Procurement Instructions.

The program is more fully described in PAAD Amendment Six. The
revised policy framework under the Program also is provided in
the PAAD Amendment. A draft version of the Government’s Updated
Letter of Intent with regard to the policy framework for this.
Amendment is included as Annex D to the PAAD Amendment.

Except as specifically amended herein, the terms and conditions
of the original PAAD approved August 24, 1989, as previously
amended, remain in full force and effect.



ACTION MEMORANDUM FOR THE ACTING DIRECTOR, USAID/MOZAMBIQUE

e

FROM: Cheryl “McCarthy, Progrcm Officer
SUBJECT: Amendment to the Private Sector Support Program (656-
0208)
I. Problem

You are requested to approve an amendment to the Private Sector
Support Program (PSSP) to (a) extend the terminal date for
disbursements under the program from June 30, 1993 to December
31, 1994 and (b) authorize $8,000,000 for obligation to this
program in EY 1992,

II. Background

The purpose of the PSSP is to improve incentives for private

sector agricultural production in order to enhance the private
agricultural sector’s production and income. To achieve this
purpose, the PSSP addresses fundamental constraints to private

agricultural production and m2iketing -- prices, land access,
availability of inputs (including petroleum products),
availability of foreign exchange, and market access -- through

policy reform. Funds have been provided to increase the
availability of foreign exchange (planned LOP total $61,440,000)
and to provide technical and related assistance in support of the
policy reform agenda (planned LOP total $13,500,000 under 656-
0218) .

USAID had planned on combining in FY 1992 the resources from P.L.
480 Title III and DFA non-project and project assistance into a
major three-year program which would more tightly integrate our
substantial commercial food aid program with efforts ongoing
under the PSSP to rationalize the markets for domestic
agriculture and for food commodities in general. However,
considerations raised during the preparation of a PAIP/PID for
this new integrated program led to a decision to postpone the new
activity to FY 1993 to allow the Mission to more fully analyze
policy areas which will be key to the policy reform agenda of the
new program.

Since the new program/project has been postponed until next year,
the Mission has decided to provide additional assistance through
the PSSP in FY 1992. Avoiding in this way a rupture in USAID
balance of payments assistance for Mozambique is important
because (i) GRM progress on PSSP policy reforms has been
satisfactory, (1i) positive people-level impact frorn these
reforms is already being documented, and (iii) USAID’s DFA non-
project assistance continues to be critical for Mozambique'’s
economic stabilization and rehabilitation program.

h




III. Discussion
A. Progress to Date

With respect to the disbursement of PSSP funds, the condition
precedent to disbursement under Section 2.7. of the Program Grant
Agreement as amended has been satisfied. The Government of
Mozambigue has made significant progress toward achieving the
policy objectives of the program and has met the agreed-to policy
reform benchmarks. The work plan for the third year of the
program, as described in the Updated Letters of Intent attached
as Annex C to previous amendments to the Program Grant Agreement,
has been followed. Policy progress was reported in 90 Maputo
1336, 91 Maputo 1282, and 92 Maputo 2362.

B. FY 1991-92 Program

The revised policy objectives and workplan for 1992-93 are
described in 92 Maputo 2362 (Annex A of the PAAD Amendment) and
summarized in the attached policy refcrm matrix. Annex D to the
PAAD Amendment contains a draft of the GRM’s Updated Letter of
Intent for 1992-93. Benchmarks for this year are:

Agricultural Prices

- For all crops whose prices cannot be fully deregulated,
adjust floor prices to maintain parity base at secondary
market rate.

- Explore options and develop program for moving to parity-
based pricing for commercial food aid.

- Assess impact on production and marketing of the price
changes made to date, including yellow corn food aid.

State Farm Divestiture

- Maintain credit and subsidy ceilings for state agricultural
enterprises.

- Continue to close or divest state farms to make their land
and other resources available to private sector operators.

- Constitute a National Land Commission to address land
issues.

- Develop, announce, implement procedures to increase
transparency of the divestiture process.

Private Agricultural Sales and Services

- Maintain private import/distribution of A.I.D.-financed
commodities (possibly excluding petroleum).

- Continue closing or privatizing of agriculture-related state
enterprises.

- Continue direct private sales to end-users.
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Acceys to Foreign Exchange

- Maintain private sector access to foreign exchange through
new foreign exchange market rates.

- Develop plans for market-based allocation of foreign
exchange through commercial banks.

- Analyze constraints to a functional commercial banking
subsector and set priorities to adddress them.

Private Marketing Channels

- Continue analysis of non-tariff barriers to private sector
wholesaling, storage, processing, and transportation, and
identify corrective measures.

- Develop program for privatization of parastatal truck
fleets.

- Lift all fixed tariffs for private road transport.

Petroleum Importation and Marketing

- By September 1992, begin private importation of avgas; by
January 1993, amend laws and regulations to permit the free
import of avgas.

- Coumplete domestic distribution study for avgas, and develop
proposals for moving to a free market for distribution of _
diesel and gasoline. -

- Monitor impact of liberalization on price and availability
of avgas, as a prototype for deregulation of other fuels,.

C. Commodity Import Program

In direct support of private sector agriculture, PSSP funds have
been disbursed through a Commodity Import Program (CIP) to
finance critical inputs for agricultural production and
marketing, including selected petroleum products. Building on
predecessor CIPs, the PSSP CIP has expanded coverage to all ten
of Mozambique’s provinces and broadened the list of eligible
commodities to include all commodities on A.I.D.’s Commodity
Eligibility List. These changes were made in accordance with and
support of the Government'’s evolving policy to increase the
volume and range of goods imported at the market-determined
exchange rate and to phase out administrative contrcls on
imports.

S~
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D. Additional Considerations

The source and origin of commodities financed under this
amendment shall continue to be as set forth in the Africa Bureau
Instructions on Implementing Special Procurement Policy Rules
Governing the Development Fund for Africa, dated April 4, 1988,
as may be from time to time amended.

The extension of the terminal date for disbursements from June
30, 19393 to December 31, 1994 will allow adequate time for CIP
disbursement of the additional funds provided under this
amendment.

A Congressional Notification of this amendment expired without
objection on July 15, 1992, as indicated in State 231923.

The Africa Bureau Environmental Officer has reviewed the PSSP'’s
Initial Environmental Examination and determined that a new IEE
is not needed since the previous IEE covers CIPs in general and
the Mission doe:s not intend to import anything that is not
already on the eligible 1list for CIPs. At the recommendation of
the Bureau Environmental Officer, a special study will be carried

out under the amended Private Sector Support Technical Assistance

Project (656-0218) to identify any long-term environmental
impacts of the PSSP-supported policy reforms.

A full description of this amendment, including extension of the
program to December 31, 1994, was provided to A.I.D./Washington
in 92 Maputo 2362. Per 92 State 279563, A.I.D./Washington has
concurred in this amenament to the PSSP. (Both of these cables
are annexed to the PAAD Amendment.)

IV. Authority

DOA 551 Section 4 authorizes you to amend project (including non-
project assistance) authorizations provided that the amendment
will not result in total Life of Project funding of more than $30
million, result in a total LOP of more than ten years, present
significant policy issues or deviate from the original project
purpose, or require issuance of waivers that may not be approved
by you. 92 State 279563 provides an ad hoc delegation of
authority to you to increase the LOP to $62,50C,000. The
amendment presents no significant policy issues and does not
deviate from the original project purpose and requires no waivers
that may not be approved by you.

A



V. Recommendation

That you amend the authorization of the Mozambique Private Sector
Support Program to (a) increase the LOP by $8,000,000 in FY 1992,
for a total LOP of $61,440,000, for disbursement through a CIP,
and (b) extend the terminal date for disbursements to December
31, 1994.

~Approved:

Disapproved:

: Date: Q!NOIIQ‘I/_

"ti?antﬁorization Amendment, and PAAD Amendment No. aw

ances:PRM:J.Bor Z — -
" /%" PRM:C.McCarthy 1’”
‘CONT:G.Jenkins fg Y4

RLA:T.Riedler raft, 8/26/92)
A/DD:B.Dodson (draft, 8/16/92)

Drafted:CMO:T.Born:8/14/92
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Mozambique Private Sector Support Program (656-0208)

Amendment Number Six to the
Program Assistance Approval Document

1. Objectives

This amendment to the Private Sector Support Program (PSSP) adds
an increment of Development Fund for Africa (DFA) non-project
assistance funding and extends the life of this multi-~year
program and amends the policy reform agenda to reflect policy
progress to date and reform benchmarks for 1992-93. The program
purpose remains unchanged: To improve incentives for private
sector agricultural production in order to enhance the private
agricultural sector’s production and income. Policy reforms
addressed in the PSSP are summarized below in Table 1, Revised
summary of Policy Objectives and Workplan (August 1992 Revision).

2. Progress to Date

Policy reform progress under the PSSP has been fully
ﬂttistactory, as reported in 90 Maputo 1336, 91 Maputo 1282, and
'92° Maputo 2362.

3. Constraints

The PSSP was developed in 1989 to address a set of policy
oonstraints to private sector participation in agricultural

ral on, including agriculture-related marketing activities.
Thesa policy constraints were selected based on an analysis of a
mich v der range of factors influencing, and constraints which
}ili ¢ Increased activity in this sector; this analysis was
summarized in Part One, Section II of the 1989 Project Assistance
Approval Document (PAAD), and -has been updated in the previous
PAAD amendments. )

a. Security

There has been no significant change since 1989 in the overall
security constraint to increased activity and investment in
agriculture. While several secure corridors through rural areas
exist, the unpredictable nature of the rural violence continues
to keep many Mozambicans away from their farms, to limit the
range and activities of marketing agents, and to preclude
investments in rehabilitation of infrastructure supporting
agr'culture. Recent progress in the Rome peace talks between the
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Government of the Republic of Mozambique (GRM) and Renamo (the
Mozambique National Resistance) has fired hopes for a cease-fire
and peace agreement. However, the dispersed and unmilitary
nature of the rural violence makes it certain that the transition
to a post-war environment secure for rural activity will not be
immediate.

b. Land Ownership

The lack of land tenure security in Mozambique continues to be a
major constraint to increasing private sector agricultural
productivity. While there has been significant progress since
1989 in the GRM’s divestiture of state farm lands to private
sector, including family, farmers, the process of these
divestitures has not been transparent. Even more importantly,
the security of the use rights being accorded to the new “owners"
is not at all clear, except in a very few cases of major joint
ventures (GRM and private multi-national: joint ownership).
Recognizing the implications of this situation for agriculture,
in 1992 the GRM has taken steps to create a Land Commission to
make recommendations to the Government on changes in land policy,
land law and regulations, and the role of traditional authorities
in ensuring land tenure security.

€. Agricultural Technology

The generally low level of technology continues to be an
important constraint to increased agricultural production. While
the emergence of productive large agricultural enterprises (joint
ventures replacing seme of the former state farm.enterprises) has
had some beneficial effects on access to improved inputs and
related extension services in areas surrounding them, there has
been no significant change overall.

d. Input Distribution Systems

The transition described in the original PAAD =-- away from
government-controlled importation and distribution of
agricultural inputs and toward private sector networks providing
these commodities and related services -- has continued apace.

An increased number and range of choices in equipment and
supplies is now available in all provinces of the country.
Although the reach and the density of these supply networks still
is not adequate, the impediment is no longer the existence of
parastatal or government-sanctioned monopolies, which have ceased
to exist. Instead, the general constraint on marketing
activities of all kinds due to continued insecurity seems to be
the principal limiting factor in further extending access to
agricultural inputs.



e. Markets

PAAD Amendment No. 2 in July 1990 provided a detailed analysis of
market-related constraints to increased private sector
agricultural production and income. With the GRM’s
implementation of the pricing and other marketing reforms of the
PSSP policy agenda, market development has been observable in
rural areas and downright dramatic in some urban areas:
competitive marketing activities are increasingly observed;
prices clearly vary according to supplies; participation in
marketing activities, especially at level of consumer retail
transactions, has mushroomed. Agricom, the parastatal marketing
agency which formerly had a monopoly/monopsony role in serving
small-scale producers, has witharawn completely from such
operations in favor of private sector operators, and the GRM is
reassessing Agricom’s structure and role altogether in light of
these changes. Full implementation of these marke¢ting
liberalizations in rural areas has not occurred, however, as new
investament in market infrastructure (for example warehouses and
transportatiop tacilitles) is needed. )

The most critical constraint to further improvement in marketing
is the lack of transportation, which limits the degree to which
increasing agricultural production (documented surpluses in
rorthern districts of the country) can reach markets (urban areas
-;imthe center and south). Other market-related constraints B
-'continun to be imposed through tax and tariff structures as well
as through non-tariff barriers which limit -- and make more
costly -~ entry and participation in market activities.

f. Access to Foreign Exchange

Access to foreign exchange was analyzed in depth in PAAD
Amendment No. 4 in June 1991. Since then, making further
progress in institutionalizing private sector access to foreign
exchange, the GRM has proceeded to a unified market-based
exchange rate, to revisions and liberalizations in the export
earnings retention scheme, and to major reforms in the banking
sector. While available foreign exchange remains insufficient to
meet demand, its allocation is no longer administratively
determined. The important constraints on access now seem to
center on availability of local currency to buy foreign exchange
at the market rates, and to the complexity and related costs of
foreign exchange ‘and import transactions handled through the
inefficient banking system.



g. Financing

Credit constraints to agricultural production and marketing
activities have increased, both for capital investments (trucks,
farm equipment) and for operations (buying campaigns at harvest
time). Formal credit availability is constrained primarily by
ceilings imposed under the macroeconomic reform agreements
undertaken by the GRM with the IMF and the World Bank. However,
access to what credit is available is also limited by the
inefficiency of the banking sector. The commercial banks (one
private and one state-owned) and the (state-owned) development
bank have committed themselves to major changes in their credit
operations which, by focusing on loan performance, seem to have
reduced the share of credit going to agriculture (which tends to
require longer terms) in favor of non-agricultural sectors
(commerce and industry).

h. Pricing

Pricing constraints to agricultural production and marketing have
been greatly reduced. A producer floor price system is in place
for all agricultural commodities, and for all domestically
produced food crops (except rice) there are no other price
controls at any transaction level. There are factory-gate floor
prices indicated for non-food agricultural export crops (cotton,
cashew, oilseeds), and actual prices paid by the factories are
bagsed on world prices for these commodities. Price incentives ta,
increased production, however, are still constrained by the high
marketing margins due to transportation, security, and other
transaction risks. Prices of consumer and investment goods for
producers are fully liberalized, with the single exception of
petroleum products (whose prices are based on actual import cost
at the market exchange rate). Liberalization in prices of
imported food commodities has also progressed although more
slowly. -

i. Transportation

As mentioned above, the transportation constraint to marketing
remains a critical impediment to increased agricultural
production and income. Rehabilitation of roads and bridges, once
rural security can be assured, is a high priority. Within the
context of overall market liberalization in Mozambique, immediate
removal of fixed transportation margins is needed to permit rates
to be negotiated based on local conditions (war risks, road
condition, competition). Recent legislative changes have allowed
the creation of private sector insurance companies where
previously a state monopoly existed; one new company has already
stated its intention to offer war-risk insurance to truckers,
thereby providing some relief for a major cost constraint to
transportation. Increasing numbers of trucks are evident in the



private sector, although the degree to which they serve the rural
areas is still severely limited by the security constraints
discussed above. The reduction in the size and role of
government-owned and managed truck fleets is expected to
continue, complementing the net increase in private sector trucks
made available by the PSSP’s Commodity Import Program
disbursement mechanism and by other donor-financed import
programs. The availability of coastal shipping transportation is
still extremely constrained, with important negative effects on
the marketing of surplus food production from the north to urban
and rural food deficit areas in the central and southern parts of
the country.

4. Impact

The impact of the PSSP policy reforms has been described in the
policy reform report cables and more probingly in numerous
working papers and other analyses based on research conducted
under the Private Sector Support Technical Assistance Project
(656-0318) . A. noted in these reports and also in the mid-term
avaluation of the PSSP conducted in November 1991 (evaluation
summary appears in Annex C), the impact of the policy reforms is
extremely difficult to monitor and measure due to the absence of
reliable data and the difficulty of conducting optimally regular
and frequent site visits in a war environment. It is expected
;hlt at the tima of the next program evaluation, in February B3
\5‘ P ) bottcr meagure of impact will be possible.

'!o;th. extent that rapid reconnaissance and geographically
-1imited surveys have provided information on impact, these have
documented significant market participation of even quite
isolated small producers. In addition, -there is evidence in some
locations of the emergence of competition to established market
agents which previously enjoyed monopoly/monopsony rights in
rural areas, with concomitant improvements in producer prices.
Purthermore, there is strong evidence that in areas where private
sector marketing opportunities for cash crops (cashew, cotton)
exist, small-scale producers do not reduce food crop production
and, in fact, retain on farm a higher share of their food
production for their own consumption, indicating important food
security and general welfare benefits. Although no data exist to
document improvement or worsening in the "terms of trade" for
agricultural producers, field work in Nampula and Cabo Delgado
Provinces as well as in Maputo City indicates significantly
improved physical access to markets and increasingly reliable
availability of and choices in products and services in these
markets. Nonetheless, the now unsubsidized nature of prices for
both food and consumer goods means many of these goods and
services are not within the purchasing power of Mozambique’s
overwhelmingly poor population.
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RICE. THP ORDERLY PRITATIZATION OF maJjoR PARASTATAL
INTERPKISES SLOVED AS THE GOYEENFENT FOCUSED ON LARGER
AND MORE DIFFICOLY CASES, BUT A GOOD DFAL OF UNMANAGRD
PROGRESS wAS REGISTERED NONBTHELRSS. [In PETROLROM, THE
GOVERNFENT MAINTAINED THE PRICE OF GASOLINE ABOVE nerony
PARITY AT THR SECONDARY RARKET (MERCADO SECUNLAR]O 1 4
CAFKIO OR MSC) 'RICRANGE RATY AND INCREASED TEE PRICE or
DIESEL Iw REAL tRANS 10 ABOYE PARITY. AR GOYERNMENT IS
PHOCEEIING TELIDERATELY POT YITE NO APPARENY RELUCTANCE
TOVARDS THE PULL LIBZRALIZATION OF THE ATGAS madIRY, AND
THIS SBOULT BR COMPLETED BY DECEMPER 1002.

5. A nAJOR YITERNAL ETALUATION COF PSSP CONDUCTS
NOVEMDED, 1001, FOUMD THAY TBE PROGRAN‘S COH)XIIT?O:.OP
RISEADCB, DISLOGOR, AnD FORRICN RXCHANGE SUPPORT BAS
BEEN EFFECTIVE IN ASSISTING ANT ENCOURAQING THE
GOVERNNENY 1IN ITS REyORM EPFORTS. tyRX EYALOATION
RECONNINDED AN BIPANSION INTO OTHER aREaS COMNSTRAINING
TEE CROVTE OF A FRER HMARFEY AND, 1IN PARTICULAR,

SUGCESTRD mORE POCUS ON THE FINANCYAL SECTOR. 1T ALS0

ONCLASSIPIED
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TOURD THAT IN ORDER T0 FULLY REALIIE TPP BINTTITS CF TRY
:xgstllc (cuancer) POLICIES, TBK MISSION SHOOULD YOTR
CORITOR AND ASSIST TAY ORM IN ITS IFPLUMENTATION OF TPP
CPANGES OF TER CROAUND. VWRILE USAID AGRUES VITR THIST
KROONUEBNDATIONS, WE ARR SEVEFPLY CONSTRAINED T TAR NTED
FOR-TURTEEZ INPORMATION AND ANALYSIS IN FRT POLICY
AKBAS] TBIS CANNOT DX COMPLFYF] IR TIME TO DESICN A NPV
PROCPAN TRIS TISCAL TRAR.

6. 1R ADDITION, OTHNER IMPORTANT FACTORS SUPPORT ANn
ANENDATNT T0 TAT PRESENT PROGRAM AND STGGCFST TPAT & WYYV
ETPORY IN PY 1902 WOULD B PHTMATRSE. TAL PIRSYT IS TPt
NI1SSI1ON STATY RYSOURCES ™UST BX DEVATED 10 TFE DRANGRAT,
WBICR IS TRAMATICALLY INCRPASING FOOT AIT REQUIREMENTS
AND VEICB FAS SIGNIFICANT IMPLICATIONS Pnp OTPIR PARTS
CF TAR PROGRAN, PARTICULARLY TAE TRANSPORT, PYO, AND
BEALYE PROJECTS. TYURTHERMORE, POLLOVING TRE
THTROBOCTION OP TH? SECONDARY EXICRANGE MARTEY IN
NOTEMPER 100€, (1P TISPURSEMENTS vERE SLOV; TFEE
PIPELINE AND TAR SROPOSED NEV OBLIGATION vIilL B2
ADEQUATE YO MTET XIPRCTED DEMAND AT LPAST UNTIL EARLY €Y
1

1. DACEQROUND, 1601 MACNORCONOMIC DEVYELOPMENYS

7. AFTER QOOD ECONOMIC GROVTS DURING THE TIVST TRAREE
TYEARS OF T8E RCONOMIC BERARILITATION PROGRAM, GDP CBOVER
SLIPPRD 1% 1906 70 ABOUT 1.5 PEWCENT AND IN 100§ TO
APOUT ONT PBRCENT, WAILE INPLATION, VRICE MAD Tallen TG
35 PERCENT IN 190F, NOSB TO 4% PERCENY FOR 1001 AND WaS
FALLES BACK T0 AN AWKUALITED 35 PERCENY [N 1902, TERSE
FIGURES ARE 4T 3RSY ILLUSYRATIVE aND ALMOS?T CERTAINLY
GUDERBSYIMATE TAE BOOMING URBAN 1470RMAL SECroR, GIvimg
T00 NOCE VEICBT TO THE ALREALY OBSOLETE URBAN THDPOSTRIAL
SECYOR. UATORYUNAYELY, TRE DROUGHY VILL ALSQ
SICNIPICIRTLY RRDUCR TRR MODESY INCREASES IN DONEBSTYIC
AGRICOLYURAL PRODOCTION REALITED In 30pe AND 1991
ALTNOUGN 1T BAS NOT BAD A MAJOR IRPACY ON ?llbl?léllt
RIPORY CROP (COTTON, CASNEV, AND TEL) MARERYING, VRICE
BAS PEMAIRED AT 'IRY LO¥W (li'll?.!l!l") 1315 14.98

8. TR MAJOR CAUSE OF LOV QROVYB, ACCORDING 10 1z 107,
BAS DEXN TRE FAILURR OF TR DOIOI§ TO MATHPRIN
DISDURSBNENTS FOK INPORTS 4T RIPECYED LEIILS. RS
FAILURE CERTAINLY APPLIRS TO THE PSSP CIP, VEICE FACED
DRAMATICALLY NRDUCEL DISBUNSEMENYS VEEN TAB mSC wis
INTRODOCED IN WOVEMBER 1008, TEIS SLOVDOVN ma$ CADSED
PARTLY DY INMPONTERS® UNCERTAINTY REGARDING THE POSSIPLE
AVAILABILITY OF FOREX AT TBE OFFICIAL RATE, PARTLY »Y
TBE LINITED ADSORPYIVE CAPACIYY OF TAR ACRIcOLYORAL
SRCTOR, ARD PARTLY DY & GENERAL Lact oF LIQUIDITY. S
DISCUSSED DELOV, DROINNING VWITH TRIS AMENDRERY, PSSP
VILL BIPARD TEE SLIQIBILITY LISY roR TAR CI? Y0 ALL
CONMOTIYIRS PERMITYED BY AID SEGULATIONS, ARD MAY APPLY
& DISCOONY 7O WEFPLECT TRX ADDITIONAL COS$ to trPORTIRS
OF OUR ASSTSTANCER.
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ES3S 70 PERMIY MORE TOAPRYITION AmD
| STATED TRE REPORR. COURSE ChARTYD Bt Six saocsyeaiTENT T85 APPLICATION OF THE IIARY FERORAY locoont naR uss "
i ENBANCED STRUCYORAL ATJUSTMENT 'A:[L;f; %:g:;;oggp OCCURED, AND INTYORMAL DISCUSSIONS VIYE DONORS INDICAYR

| | POLICY FRAMEVORK PAPER (PPP). SICNIPICANT PROGRESS MAS TEAT IT MAT NOY BB POSSIDLE URYIL TER DANEING SYSYER
1 NADE IN SEVERAL AREAS.

‘ i PERTORMANCE IAPROVES ROTICEADLY. MOS IQUR’S UKIQUE

- R L s A
o 1f. DURING 1991, TEY GOVERNMENT MOVED MOST INPORTS AND YERY ' v BT _DIVERS 5 RRAAINS FiR
T RANY EIPOPTS TO TEE MSC, VEICE RAS CREATED IN NOVEMDER TROH A VOREADLE MARKEY SOLUTION. WEAY BAS CERTATNLY
.'f * 100A. | TAIS MARERY PROVED ABLE TO PROVIDE FOREIGN BAPPENED, TROUGE, IS TNAT IAPORTS BAVE 0 A LARGE BIYENY
1 FXCRANCE TO PRIVATE IMPORTENS IN SICNIFICANT AND MOVED 70°A §INGLE RATE THAT 13 PROBABLY CLOSEA ro
i SurriciTar QUAI{IT}ls OM DEMAND TO IMPORTERS WITR EQUILIDRICH THAN THAY OF 4 YEAR 4GO.
¢ ‘ METICAIS.  VAILY IT IS NOT CLEAR BOV THE RATE IS
e TITERNINEL, INPORTERS REPORT THAT THEY BAVE BEEN ADLE Y0 12. TEE GOYERWNENY BUDSEY DEFICIY ®aS DEEN DECREASED
" USE T23 w1NDOV TO MERT THEIR WEEDS. ONE REASON FOR THIS FROH 12 PERCENT OF GDP %0 3 PERCERY IN 1001 AND IS
T i e b o e s HEHATER e R SR R
i CREDIT POLICIFS, WRICH RAVE LINITED LIQUIDITY GEN ¢ ] 3
{ [ . H A SRR ALLY TO DE USED 70 REPAY GOVERAMENY DEDTS YO YER COMMERCIAL
! ¢ 11, YBE FX SITUATION PFas RECOME CLOUDIER IN THE PASY i DARKING SECTOR AND VOULD INCREASE CREDIT AVAILABLE YO
. COOPLE OF MONTAS. IN FEDRUARY 1992, TAE GOVERNMEWY, THE PRIVATE SEBCYOR.
f i ULTER ATVICE Y THE IM? AMD VORLD BANT, ANNOUNCED THAY
' 1t VOULD NOT, AS PLANNED, UNIFY THE SECONDARY AND 13. THER JANE OF MOZAMPIQUR BAS OFFICIALLY SPLIT INTO &
: OFFICIAL ¥X RMARKE?S IN MARGR. 1IN ANNOUNCING THE NON- COMMERCIAL BDANK AND A CENTRAL BAWK VITH TEE COMMERCIAL
{ SITE NOVW SEEKING FORRIGN PARTICIPA®ION YO :xPROVE 1YS
OPERATIONAL PERFORMANCE. THE OTHER MAJOR STATE-RON
3 ‘K, TEE DANCO POPULAR DE DESENVOLVIMENTO (BPD), 1S
UNCLAS SECTION @2 OF & MAPOTO #2382 | A.30 SEEKING FOREIGN PARTNERSHIP, AND THE ONLY PRIVATE
| e DANK, DANCO STANDARD TOTTA, SHOULD BE PERFITTED 10
[+ : ‘ EUPANT ITS ACTIVITIES. 4 MAJOR RESTRUCTORING OF DANK
ks : DF3T, AS VELL AS OTAXR FAR-REACHING RETORMS, VILL BE
I .

NECESSARY TO MATE TRE TRANSITION TROM A CENTRALLY
: CONTROLLET FINANCIAL SECTOR, VEICE PROVIDED SUNSIDIES TO
i PARASTATALS, TO A MARKEY OPIENTED SYSYEM SERVING THE
3 ) PRIVATE SRCTOR] NEVERTHELESS, IN 1991/1992 THE GEM HATE
. SIGNIFICANT PRNGRESS IN LAYING THE GROUNDVORE YOR A
FUNCTIONAL COMMERCIAL BANTINC SECYOR.
)

14. THAE GOVERNMENT EAS DROPPED MOST DIRRCT PRICE
CONTROLS ON COMMOTITIRS AND SERVICES AND, VITB A TRV
) FXCEPTIONS (R.0. PORL, VAICE IS A WRGULATED HOYOPOLY)
= THE REFAINING COMMOTITIES SUBJECT TO SOMR PRICE CONTROLS

APT IN PRACTICY TPADED FREELY ANTVAT.

)

B 15. IN ENTSRPRISE REFORM, PROGRESS WAS MADE IN AN AD

Q:F EOC WAT: FANY STATE PARM LANDS VERE TOURNED OVER 0
)

51 TARILY ANT PRIVATE OPERATORS OR CLOSED POVN ALTOGETRER,
J° AS THE BANKING SECTO™ (1.R., THT GOVERNFENT) WITRDREV
TIE LINE CF CREDIT (I.7., SOBSIDIRS) TRAT RAD SOSTAINED
) TEF STATF PARMS, WAAT 18 SYILL LACKING IN TRP PROCESS
1S _CLASITY OF PURPOSE AND POLICY, INCLUDING VAAT RIGRTS
A"® ACTUALLY PRING TRANSPZRRET TO TRESE NON-GOTERNMENT
) v 0 ATORS; PUT TRYP® 1S ¥N QUESTION TMAT THE [mPIRTANCE
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OF TEB SYATR-CONYROLIED-ACH
LVISDLE IN THR LASY YEAR
AGRICULYONAL| PLANY, SUCH
PLANT, AND RYEW THB RATL
CORMERCIAL VIABILITY)

L*cc OF LIQUIRITY avafran

I1. POLICY ODJRCTIVES, 109171092

A. AGRICULTURAL PRICIRG POLICY

1€. PAAD DENCEMARES FOR 1901/1992: (a) vom.comnm,
REANS AND RICE, ADJUST PRODUCER FLOOR PRICES YO MAIRYAIN

PARITY BDASE; (D) rom casw CROPS, ADJUST FYLOOR PRICES 70
FAINTAIN PARITY DASE] aND (C) YOR CONSUMER PRICES,
VPEREGULATE CONSUMER PRICE FOR RICE BY JANUARY 31, 1992,
17. THE ANNUAL ADJUSTMENYS IN PRODUCER 71008 Paices
(YPFRCTIVE JANDARY 1€02) VERE ANNOUNCED ON SCEEDULER 1IN

VICZICTO0l o

.-DEANS 70 A

-

. NON-FNFORCEMENT CY THR OFPFICIAL PIXED PRICE. TRUS,

BoE S "‘l" aryIcite fre von (
? INCNEASE) OR APFROXIMAYELY pLE- 110/ 08
MINS ¢, PERCINT WILLING BITRACYION RATE) At mic

N8 -~ TER TVO YYYES OF BDERANS: FOR VEICE
OO0R PRICES ARE SYILL PUDLISNED WAD NOWINAL 7@
BASES IN TER FLOOR PRICES, BDRINRGING MARYRICA

JOUT POLS 332/T0N AND WERNBA DRANS T0 AROUY
DOLS 2246/T0R AT TEE MSC RATE.

18. ESTIMAYED CiF MAYUTO PRICES FOR STAILAR COMMODITINS
IN JANUARY 1002 ARE APPROTINATELY BOLS- 150 TOR 0.3,
SOURCE YELLOV CORN, DOLS 296 FOR THAT BROKEN RICE. AND
DOLS 276 FOR U.S. SOTDEANS. YRE ImPORY PARIYTY PRjcE
CONPARISON FOR DOMES?IC VEITR CORN SROULD LOGICALLY BE
NOY VITH 0.8, YPLLOV CORN BOUY VITE VEITE CORN TROM

- TINBABVE, SVAZILAND, OR SOUTR APRICA. IN TAIS YEaR OF

REGION-VITR DROUGH?, EXPORY RESTRICTIONS, WRV OR
DITFRRENT SUDSIDY SYRUCTURES, AND OTRER GOVERNMENT
POLICIES IN TBRSE NBIGEBORING COUNTRIES RAYE MADE SUCH
PPICE COMPANISONS DITFICULY.

19. ATJUSYMENTS IN PRODUCER FLOOR PRICES FOR EEY CASE
CPOPS ALSO WERS ANNOUNCED IN OCTODER 1991, VITE wOMINAL
INCREASES IN. THE 36 YO 58 PERCENT RANGE FOR OROUNDNDTS
(TO APPROXIMATELY DOLS 312/Y0%), COTTON (T0 ABOUT DNLS

2335;3!)’0Illl¢ltl QUALITY), anbd CASHEV (T0 AROUY DOLS
2T N).

20. TAT 1591/P2 PRICE PCLICY DPENCEMARE WRICE RAS NOT
TFT? DREN MET ' RBLATES Y0 ‘ “8 CONSUMER PRICE FOR BICE.

TER GRA HAS RESITATER ~_-117Y TAE PIXED CONSUNMER PRicE
FOR PICB BECAUSE BIISTING MILLING AND MAREETING CEANNTLS
TOR DOPESTIC:RICE SRERED UNLIKBLY YO ALLOV FOR QUICK
INCREASES IN MAREEY PARTICIPATION AND COMPETITION, 30T
AATEER SERFRD CRRTAIN T0 LEAD 70 INCREASED MAREEYT
CONTROL ANT OPPORTUNITY FOR RENTS BY A PEV (PRIMARILY
PARASTATAL) COMPANITPS. MONITORING OF OPRN MAREEY
CCNSUMFR PRICRS FOR RICE IN MAPUTO AND BEIRA RAS
CYIFONSTRATED TRAT RICE RAS DEEN VIDRLY AVAILABLE IN
TEESK MARKZTS TRRONZZOUT TEE PAST YEAR AT PRICES VRICE
SVEM TC RFPLECT SEAL MARKETING COSTS AND VRICR CLEARLY
ADJUST TO VARIATIONS IN SUPPLIES. TRIS RELATIVE
STABILITY IN OPEN MARKET RICY. SNPPLY AND PRICES OVER TREK
PAST YEAR IS TUR NOT YO TFOMESTIC PRODUCTION OR TO roobD
AID PUT TO COMMEBWCIAL IMPORTS YROM ASTAN SOTURCES VRICH
RAVE BEEN MATR INCREASIKGLY POSSIPLY FECAUSE OF BOTE THE
AVAILARILITY OF YOREIGY EXCHNANGCE THROUGE TRE MSC AND THE

VHILE VE BAVE A DE PACTO LIDERALIZATION OF CONSUMER
PEIC® FOR INPORTRD RICY, VITH BVIDENT GOVERNMENT
ENCCIINAGYMRNT POR SUCE COMMBRCIAL IMPORTS, TRRFE RAS

STILL BEEN VO ANNOUNCFMEYT 0P FOULL LIBERALIZATION FOR
D ESTIC PRODUCTION.
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TO CORRY: S1NER VI ANETAY PIE
SOTERNNENY ON FUNDANRETAZ R
P (sxx‘:§3'2'3i°' it {}L%OF Ton vi 5
. T ) valcw wILL- -

RTACHING ETFECTS ON INCBEASING PARTICIPLYIos ani'® AT
COMPETITION IN FOOD MARKETING YOR CORN (ARD OTaga
STAPLES, INCLUDING BICR) AT ALL LEvELS.

V. TIVESTITORE OF STAYE ramms

22, PAAD DENCERARES FOR 1091/1992, (1) matmvain cumnrt
AND SURSITY CRILINGS YOR STaTR AGRICOLYURAL ENTRRPRISES;
(¥) conrinox DIVESTITURES} (C) COnYInOg ANALYSIS OF
[IVESTITORE BIPERIBNCE aND DEYELOPRENTY OF POLICIES amp

“OIDELINES] AND (D) DEvELOP, ANNOONCE, IMPLRMERT
;:gﬁgggnls TO INCAEASE TAANSPARENCY OF THE DIVESTITURE

UNCLAS SYCTION @4 OF ¢ mapUTO 082362

Best Availaghie Document

"’ legl'ﬁm ;

YATR TANATR 5 A
TER MATN DRIVINS TORON :POR-TNIL DIVRSYNERY WAS TN -
ﬂ:::::::=g=“°""‘le‘"c’!‘!l'l ON CREDIT TO YER BYAYR -°
) 4 - * ‘

24. WEILE TR PROCESS WAS RFEN PATELY FAR-DEACHISG, 1T °
348 AIS0 DERR EAPEATARD. TNOSR RECEIVING RISR?TS v0 wORK
T2E LARD USDALLY €BY WO BIFLICIY TYENORE. NO PROCESE 118
TI? BEEW BSTADLISEED YO KITHRR CONTIRUE DIVESYNEAY In AN
ORDBRLY, TRARSPARERT FASRION OR YO SPECIFi iR QUARANTER
TENOXE du DIVESYED LamDS. SEYEBAL 1MPORTAZY POLITICAL
JACTORS ARE_AT WORE BERB. (1) MANY OF Te: FARMS iRl

INTERVENEC™ AND TER FORMED OVNERS SYILL HAVE ANBIGOOUS
CLAIR TO TREN; (2) T3 MASSIVE DIVESTAENY OF SYATE-OVNED
PROPERTY 55 PROBADLY ONACCRPYAPLE URTIL AT°RR ACRREMENT
BiS DEEN REACNED A? TNE PRACE YALKS, AND ) vita
ACRICULTORAL LAND ONE OF THE PRINCIFAL RATONAL
PESQONCES VAICE CAN RAPITLY GENBRATE VEALYE, RSPRCIALLY
IN A MAREET RCONOMY ASD VITE PEACE OW TEE BORTZON, v
QUESTICN OF ¥30 GRYS THE LAND IS A YERT DELICATE Ong.
WONETEELESS, USAID-FINANCED POLICY-ORIEATED RESEARCA AwD
RYLATED TRCEWICAL ASSISTANCE ARE BELPING TEE GCOVERNMENT
EVALDATE DIVESTITURR-RELATED TENUANR, PINANCIAL, AND
TECANICAL ISSOTS AYD T0 PEGIN YO DEYRLO? PROCEDURES FOR
ATTRESSING TERSE. THE INMINENT ESTARLISREMENT BY TAE
GOYERNMENT OF & SPECTAL LAND COMAISSION 10 VORE oM
POLICITS SAD PROCEDURES RELATING TO LAND ACC3SS AND
TENUPE SECORITT WILL DX AN [MPORTAKY PUBLIC INDICATION
OF ACTIVITY IN TRIS saBA.

C. PRIVATE AGRICULYOUNAL SALES AxD STAVICE

2%.  PAAD DENCEMARYS FOR 1001/1992: (A) PR
INPONTIRS/DISTRIBUTORS, MAINTAIY PRIVATE INMPORT AND
DISTRINUTION OF AID-TINZNCED COMMODITIRS (EICRPY
PITROLYUM), AND COMTINUE PPIVATIZATION OF AG-RELATED
STATE TNTRRPRISES; AND (B) POR RMD USERS, CONTIND:
DIRECT PRIVATE SALRS TO END USERS.

26. IN 1091/199?, THY. PSSP FINANCED APPROIIMATELY TOLS
17 MILLION IN IFPORTS, OF VHICB DOLS 5 MILLION wAS FOR
PPTROLFUM ANT TRT REMAINDER FOR PRIVATE SECTOR [HPORTEAS
AND USERS. 1IN ADDITION, TRROUSN TAT SECONDART PI MARTR?
AECRANISH, TH® PRIVATR SECTNR VWAS OIVEN ACCESS TO AN
ADEQUATT SDPPLY OF PORRIGN RXCRANGE 70 MERY IMPORT
RPQUIRENTATS. AT THE SAME TINE, BPCAUSE OF THE STRICT
CRELET LIMITS IMPOSED BY THR RINISTREY OF PINANCE OMDER
TFE [MF/ESAP AGRIEFINTS. TRR PANASTATALS ARCEIYED LITTLR
OF, 1M MANT CAS®S M0 CAEDiT: TRIS SPYRIILT LiWItED
THTIR ACCPSS 10 PORPION TXCRANGE. THE XRA OF

PRFTERTNTIAL TRPATAENT POR PARASTATALS APPEARS 0™ e
OVFR, '

27. VITH TBY RTMOTAL AT TRYIR LITEBLAOD, FYEE CRRDIT,
GPICULTOPAL PARASTATALS CPASED 10 FONCTION
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Y CORN HIELIN
LAMGELY "IN YRR RANDS OF PARNBTY
roIVATE NILLING IN MAJOR UNBAN AREBAS
L 21DLY, BOYEVER, anD USAID I8 BRCOURASESS
USVELOPRENT. (SEE REF B inD SEPTEL ON'P38 t

28. TFR SIX MAJOR WON-F:RW 20RICULYWRAL PARAOTATALS
DISCUSSED 1IN TR JUNE 1801 PSSP PilD ANESDNESY 2O0R
PRIVATIZATION YERE WERALENED SISRIPICARYLY, 39T NOT IN
TR MRYHODICAL AND PROPITIALE MANNER ENVIS26ED 1w THS
ORIGINAL PLANS. <TRE mAls STOMILING BLOCK TO RYYROTIVE
PRIVATIZATION IS YER FPINANCIAL STRUCTURE OF THR
COMPANIRS, VRICE ALL BAYR SIORIPICANY DEDYS 90 TN
BANEING SYSTEM, RENDERING YBEZR UNSALADLE VITHOW?
COMPLETE RESTRUCTURING., aNOTEEZR ISSUR InPRDING
PRIVATIZATION IS TAX DISPNSITION OF UNDRARQUALIFIRD AND
BLOATED WOREFORCFPS. TAT QOVERNMENY AND THE PARASTATALS
TASNSELYES DO NOT RAVE ?THE ARSOURCES Y0 PURSUR %23
AOORESSIVR RRSTROCYORING THAT VOULD DR RRQUIRED TO Mall
THEST COMPAMIES ATTAACTIVE TO PRIVATE INVESTORS.
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Wi “TACILITIRS 1IN FAOVINOIDT €ariTaALS

TFST ARE VORYR NUCE LSS COMMERCTALLY TEAN WEAY was
11 13TED IR YHBA, AY PEBSENY, IS PINANCIAL POSITION IS
S0 PRECARIONS TEAT 1T EAS llPéIYl‘LY PALLRY
SIGNITICANYLY DRATND IN SALARY PATMENYS, VSILE 1Y IS 2
SEANT THAY TRE CONSTDERADLY OVERCAPITALIIRD FPACILIYIRS
ART NOT DRING YURNERL OVER YO RYFICIENY OSE, TRE
INPORTANCE OF WECANAGRO 23 BOTE A COMPEYIYOR 10 TBE
PRIVATE SBCTOR ARD A3 A DRAIN ON STATE FINANCES EAS
DECONE INCONSEQUENTIAL.

36. TR OTNER COMPANIES LISTRD IN YRR LaST PAAD
ANENDMENT -— INTRRQUINICA (AGAOCEENICAL IMPORTS .
INTERMECANO {TRUCK AND TRACYNR IMPORYS), DOROR (SEED AND
AGROCHEMICAL IMPORY AND DISTRIBUTION), EwacOnO {ic
INPORTER/RIPONTRR), AND STRIA (4G EQUIPMENT) MAVE ALL
SUFFPERED VARIANTS 6' TAT SANE FATE. OVERBORIEBNED VTR
DERT AND STATY AND UNADLE Y0 COMPRYR, THXY ARE FADING
FROM TAR SCENT RATAER THAN DEING PRIVATIZED.

D. ACCESS YO FORBION BICRANCE

31. PraD BINCEMARES FOR 1991/10923 (A) ESTABLISH
“HEGATIVE -LIST™ FOR IMPORTS AT OPFICIAL BICEANGE RATR:
HOVE WON-TRADITIONAL YXPORYS TO mSC} (B) UNIFY OFFPICIAL
AND RSC TICBARAR WATE BY MANCE 1602; AND (C) DEVELOP

PI ¥S FOR MARXKT-DASED ALLOCATION/PRICING OF 71
P0LLOVING UNIPICATION.

32. TAY GOVERMMENT’S PERFORMANCE ON BENCAMARKS (1) awnp
{3) ABOVE VAS EWTIRELY SATISFACTONY. FPIRNST, & NEGATITR
LIST vis PUBLISHED ON JULY 24, 1991, PLACING MANT
IPFORTS, INCLOTING GASOLINE AND AGRICULYURAL IKPUTS, ON
TOT SECOMDARY WATES A JUNL 19, 1981, DECRER PLACED %OM-
TRPATITIONAL BIPORTS ON THE MSC. SECOND, IMPORYS RAVE 10
A TLA®GY EITENY POVED TO A UNITZIBD RAYE TRAY BETTIR
REFLECTS A MARKE? RATE. ROVEVEA, 25 WOTKD AROVE, LITTLE
PFOGRESS WAS MAD® ON TAE TRIRT DENCEMARE, YO TEYELOP 4
MARTTT-DASED ALLOCATION MECHAMISM FOR PTORBIGN EXCHANGE
AND, BZCADSE OF TRIS, 1T APPEARS UNLITELY Iy YRR SHOR?
TERM THAT DONOAS WILL % ILLING YO SUPPORY TAE UNIFIED
SYSTUM VI®R ONTIRD 41N I[N SHVFICIEAT YOLOUMRS 10 MARE A
MARFET SYSTEM WOPP, TPR MAJOR STOMNLING BLOCFS ARE, IN
ORDER N7 IMPORTANCR: (1) TAEZRE 1% NO TRANSPARENT MARIEYT
BAIET PROCELUNE FOR TAR ALLOCATION OF FORBIGN EXCHANGE;
(2) TRE BANKING STSTE PRESEVTLY COYSISYS OF TwO STATE-
OVNED COMMEPRCIAL BANKS (TRY DANCO COMMPRCIAL DE
NCCAFRIQUP, WITR ©5 PERCENT OF THE STYSTEM'S ASSETS, ANT
TRY PAYCO POPULAR NE DESENYCLYIMENTN) AND NNE LIMITED
STRYICR PPIVATE BANE (STANTART YOTTA)] NONK OF VRICR CAN
PROVIDE EFPICI ST SERVICTS VITE TATL DEIREX OF
ACFOUNTARILITY TRAT USKID s4D OTPER DONORS REQUIRE Fnn
Uk ET AITI (™) MANY TONORS TIE AID POR nomycwiIe
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33. I8 LATE FERRUARY p S50 4 IV RVERRAR
UNIPICATION (OF TAE ®X 0 i1

B°48T PERCENT DISCOUNTY
# _JEBT-DASED RATR) FOR TIED AID, VEIOR INCLUARS'SSATD’P
CIP, RYFRCTIVE APRIL 1, 1992. <TRIS’ DOBS NET,-BOVEVED
SEIN 70 SAVE BEEN PUT INTO PRACYICE 5z matxcInLs of
TNE DISCOBNT (1Y COUPLED wITR 1BL

SEENS 1O BE SOUND, YRODGE} IY WOD

COPMBRCIAL DANKS VWNO VOULD BROLER LINITED USE OF
VORRIGN RXCBANGE, MATCEING CUZTOMERS VITH MONBY amp
USING TEE RIGET P7IRCENT BOTE YO PAY YNE EITRA BANTING
COSYS AND 7O AT/2iCY DUYERS. UNTIL TEERE 13 S0mB
CONFIDENCE THA? YER BDANES VILL PROVIDR TNE
TINANCING SERVICES NYFRCTIVELY, ROVEVER, T
FOR TIBD AID IS GSLISELY 0 REALLY GRT OFF ¥R

34. 1IN 1902/199), lﬂi?lll PROGEESS IS ANTICIPAYED IN
TEIS AREA. 'THE COMMERCIAL BANES ARE ALL SEETING TOREIGN
[SRTNERS, ALYROUGH TEE INTEREST OF SOCH POTENTIAL

5 Ticro wrTIRD - T
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PARTNERS DEPINDS 044 TRFLININANY RESYRUCTVATNG OF Ta3
- DANES® EXISYING BUDY, VIYE'SER-WREOLLBCTIDIN LOANS 20
PARASTATALS *(AnD orins) BRise-wRITYER' OFF OB PATD 3T
TER GOVEROABAT. SUCE RAPATAERT 18 Y0 COMB TROW TRS
PERCENY' 1992 DUMEY SVAPLUS. - ONCE ‘TORRIGN
PORTRERSEIPS LRR BSTABLISEED, IT IS POSTULATED TEA®
-3 MIFICAS . SAPROVENENTS IN ‘Illﬂlﬂlltl VWILL POLLOV.

38. TEE WORLD BANK IS POISED YO PROVIDE ADBITIONAL
ASSISTANCE Y0 TER CENTRAL BDANK SEORYLY, AND TR
SOVERNNENT ITSELY 18 BAGER Y0 SEE YRR COMMERCIAL BANTING
SECTOR INPROVED DY FORRIGN INTERVERTION.

B. PRIVAYE MARERTING CHANNRLS

SE&. PAAD BENCEMARKS FPOR 1091/1992: (A) ASSESS YRR
INPACY OF TEE RESCINDING OF RBOULATORY RESTRICTIONS ON
INTER-DISTYRICY AND INTER-PROVINCIAL MOVEMEWT OF
AGRICOLTIURAL COMMODITIRS} ‘I‘ ASSESS TER INPACT OF TRE
OPENING OF DISYRICT? WROLESALING OPPORTUNITIRS Y0 ANTY
LICENSED TRADER DESIRING Y0 COMPEYE; AND (C) COMPLETE
ANALYSIS OF LICENSING REQNIREMENYS AND TAER STEPS 10
SINPLIFY LICENSING REBQUIREMEYYS TO ENCOURAGE WXV
COMPRTITORS.

S?7._ ON JUNE 6, 1991, THE GOVERAREAT PUBLISEED THE
BXF2CTED ANNOUNCEMENT OF MARKETING CRANGES PEEMITTING
FREE NOVENENT OF_COMMODITIES AND BREAFING OP VRAY
REMAINED OF THE “DESIGNATED™ (I.%., MOYOPOLY/NMONOPSONT)
DISTRIPUTORSEIP. TAE ANNOUNCEMENT STATED, INTER ALIA,
T° Ty (A) WATIONVWIDE, TRADERS CAN CHANNEL SURPLUS
AuvdICULTORAL PRODUCTS PROM ANY REGION YO ANY OTHER
REGION, FRBELY, VITBOUT MEEDING ANY SPECIAL
lUflOll!l?lOl!i AND (D) AGRICOLYURAL PRODUCYS COULD 3R
PFOUGET ANT SOLD WY LICENSED TRADERS, INDOUSTRIAL
PROCESSNRS, AGRICOLYURAL ENYERPRISES SUPPORTING TBE
SHMALLEOLDER SRCTOR, AND OTRER “AREET ACENTS, 4ND
FURTEERMORE, TRAT TERSE AGENTS VOULD »E PZIRITTED YO wOY
AND SELL awf G00DS THRY PLEASED.

39. 1IN 1991/92, TAE WISSION CONTINUED YO MONITOR MAPKRY
CEVELOPMENT 1N ONDER YO ASSESS THR IMPKCT? OF TRESEK
CRANGRS., SIGNIPICANTY INCREASES RAVE OCCURRED (IN LatTE
1991 AND BARLY 1992, AS COMPARED WITH SREVIOUS TEARS)
IN, TOR EBYAMPLE, THE QUANTITIES OF CORN ANE GROUNDNUTS
TRANSPOPTED BY SHIP FROM MAJOR SURPLUS PRODUCTION AREAS
IN_THE NORTH OF TRET COUNTRY (VRICE RAYE ¥OT BRIN SO
ATFECTEL PY THR REGIONAL TCROUGRT) TO TAX DRBAN FOOD
DYPICIT AREAS OF DEIRA AND MAPUTO. OTRER BVIDENCE OF
AARERT RESPONST YO TRESE NEV OPPORTUNITIES IS TRE
EFERGENCR IV THE PAST SIT MONTAS OF AN EXITREMELY VISIDLE
AND ACTIVE VROLRSALE MARYRT IN BASIC FRODSTUFPS 1Ix
FAPUTO; SUCE MAPEYT SPFCIALIZATION IS A SISN OF NIEv
PARTICIPATION AND INCRPASING COMOETITINN. UNDER TRE
PSS/TA-FINANCEY MINISTAY OF AGMICULTORE/MICRIGAN STATE
UYIVERSITY FOOD SECOFITY RRSIARCA PROGRA™, THE

G EINEFNT AND TRP MISSION ARE CONTINUING TO ASSESS Tof




y. CURS 1IN THE 1IN TAERARY -

T DERS IN TNE RURAL AREAS 8T 18" AR
UNDAN AREAS, VEICE ARE UNLICENSED «~ THPORWAY
ACTIVITIES EAVE nOSRROOMED VITH TN LIDERABTISATION OF
PHICING AND REMOVAL OF NOK-PRICE RAREETING RESTRICTIONS
AND VITH TAE RVIDEN? INCLINATION OF YER SOVERAREA?,
IXSPITE TAE UNRRCULATED NAYURE OF TERST ACTIVITIRS, 70
ALLOv THEM (YREREBY IMPLICITLY R.COGNIZING THR
CCNATRIPUTION OF TAR INTORMAL MARKEY TC THE SURVIVAL OF
i THOUSANDS OF BUYERS AND SELLERS).

48. TBE AREAS VRERE LICENSING REQUIRENEAYS ARE PRODADLY
& MORE SIGYITPICANT CONSTRAINT ARE IN TNE ASSEMBLY-LERVEL,
VILOLESALE-LEVRL, AND TRANSPORY AND PROCESSING ACTIVITIES
VHICR LINK TAE TVO RETAIL LEVELS (vRODUCER AND CONSOnER)
! N7 THAE NARKETING CHAIN. ANALYSES AnR UNDERVAY OF, TYOR
EIANPLE, WAOLESALE COMMODNITY OPERATIONS IN NAPUTO aAND
i BIIRA, AND PRIVATE AND PUBLIC TRUCKING OPERATIONS, YO
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3 AS3383 IR 'illlc"fl'l'llllel OF LICENSING

RESTRICTIONS. <TEERE 18 RVIDEACE, HOVEVER, TEA? OTEER
CONSYRAINTS TO PARTICIPATION, SOCE 88 UNAVAILABILITY oOF
CREDIT OR LACK OF START-UP C‘ll!ll, ARR ALSO INBIBITING
THERE K8 °A NEED T0 IDENTIFY
0™V TULLY 233233 ?BB ACTUAL CONSYRATINYS YO DROAIRR

I JVATE SECTOR PARYICIPATION IN ? RARKEYS. TYER
RESULTS OF TERSE AWALYSES ARB BIPECTED YO LEAD YO
GOVERNMENT ARD USATD AGREBMENY ON NEIY STYEPS IN POLICY
AND RELATED REGULATORY REFORM, BUY SUCE DISCUSSIONS
PROBADLY VILL OCCUR OALY LATE IN CALENBAR YRAR 1902.

F. PETROLEUA INPORYATION AND MARKEYING

43. PALD DENCEMARES TOR 1991/1993: (2) maInTAIN
CONSUNER PRICE FOR GASOLINE AT OR ADOVE IMPORY PARIYY AY
TEE NSC RATE AND CONTINUR YO ADJUSY CONSUMER PRICE OF
DIESEL TO REFLECT BXCEANGE RATE AND INYBANATIONAL PRCE
CRANOES; (B) COMPLEYE ANALYSIS AWD IAPLEME?T
RECORNENTATIONS YOR' DEREQULATING INPORY, DISYRIBUYION,
AND PRICING OF AVAAS) ARD (C) AWALYIE InPORY AND

DISTRI FUTION OF PRYROLEUA PRODUCTS TO IDERYIFY FURTEER
REASURES 20 SUPPORT A MORR EFFICIENY MARKEY FOR TRESE-

42. THE PRICE OF FUEL HAS ADJUSTED IN MARCR 1902, AND
GASOLINE §C MOV SIGNIFICAKTLY ABOVE IMPORY PARITY (6n

U.S. CENTS A LITER) VEILE DIESEL IS JUSY ABOVE PARITY
(25 CENTS A LITER). PETROMOC, THR SOLE INPORTER OF

¥ L, RAS:PROPNSED AN AUTOMATIC TORMULA TGR RECULAR
AuJUSTMENY OF PPICES YO WEFLECT RICRANCE RATE AND 1APORY
PRICY FLOCTUATIONS. THIS WNULD PLACE FOEL SAFELY ABOVE
PARITY SO LONG AS TBE BXCEANGE RATE REMAINS CLOSE T0 AN
EQUILIBRIUM RATE. >

43. IN DECEMBER 1991, USAID AND PETROMOC PREPARED A
JCINT RPPORT RECO=MENDING THE COMPLETE LIRERALIZATION OF
TBE AVGAS MARFEY, ARD TBE COVERNMENT AGREED 70 17S
RECCHMENDATIONS IN JANDARY 1992. TRE RRPORY RECOMMENDED
TWO PHASES LRADING YO TEF. RENOYAL OF ALL BARRIERS Y0
TR¥X ENTRY INTO TAE IMPORT AND DISTRIRUTION MARIEY. THE
FIRST OF TRFSE, TRE CANVASSING OF ALL CONCERNED PARTIES,
AAS RFEN COMPLETED aND THRE SBCOND, TAR DRAFTING OF
LFGISLATICN ANT RRGOLATIONS OPFPICIALLY LIPTING THE
PETROMNC MONOPNLY ON AVGAS IMPORTS, SENULD NE COMPLRTYD
BT AUCUST 1692. IN TRE INTERIM, PFTAOMOC MAY GRANT AD
HCC IFPORT RICRTS TO BRITISH PI*IOL!UH TO PR3N
IMPOSTATION, POSSTRLY WITR ®SSP PINANCING.

14. PTTROMNC, VITR TURD FINANCIYG, COMPLETED A STnnY ar
THE SNPPLY NV YORL YO MOZAMPIQUE, INCLIDING TRE QUESTION
OF WAFTAYR MAPUTO ™IGRT ONCR® MORE STRVE AS A TRANSIT
PCINT AR PRTANLYOM PROTNCTS CONSIGNED TN TAE. FASTERN
THANSYAAL AND SVAZILAND. PETRAMOC PAS YOV ®RQNFESTEDN
TEAT IISAID FITIANCF A STNNY OF [NTTRVAL NISTRIROUTION,

V H A VIV T0O INCRYASING COMPETITINY 1% DISTRIBUTION.
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- tSCAUSE OF TER IMPORTANCE OF FPURL DOTR ABSOLUTELY (ovER
in PRRCENY OF TOTAL IMPOXTS) AND AS AN INPO? YO
TEANSPORT AND AORICULTURE, USAID WILL PINANCE It syoDY
uNDER PSS/Y: IN LATE 1002 On YAELY 1093, TRIS And £ )]

. CXPEMIENCE VITH AVGAS SROULD PROVIDR TR BASIS rod a

197TING OF RESTRICTIONS ON TEX IMPORT AND DISTRIBOUTION
t OfAER PETYROLEUM PRODUCES.

45, 1IN CENENAL USAID VILL, OVER TRNE NBIT YRAR,
CONSOLITATE AND MXASCRR THE PROGRESS ACHIEVED 70 bate
AND PEGIN TO INVESTIQATR AREAS VEERE FURTHER RETORM VILL

HAYE AN APPRECIADLE INMPACY ON RCONOMIC SnOvYN,
FARTICULARLY IR A POST-¥aR EAVIRONWENT. IN EFTRCY AND
I'ESPTTE LOOSE EWDS, THIS AMKNDAENT TO PSSP S$nooLD
SUBSTANTIALLY COMPLETE THE PROGRAM BEGUN I 1989 AND 1aAY
THE CROUNDVORE FOR AN FY 1063 STARY OF & NEV AULTI-TRAR,
INTEGRATED CIP, TA AND TITLE III PROGRAM. OVER TAR wKIT

UNCLAS SRCTION Fr Qr ¢ MAPUTO 02382

URCLAS SICTION €9 OF * MAPUYO #2362

TEAR, VIYR ADDITIONAL PROJECTIIED RESOURCES PROVIDED
ONDER P385/7A, VSAID VILL CORTINGR AND BIPAND RESEARCE
INTO LAND YBNURE ISSURS, FOOD SBCURITY, AND MadIE?
DEYELOPMENT, COMPLETR AN IAITIAL 8T0DT OF TEB POLICY
CONSTRATAYS 20 THR OPRRAYION OF TRl TRUCKING IwpUSYRY,
PYNANCE 4 SYUDY OF YRR DISYRIDUTION OF FORL, Awp

. ITIATR STODY OF TOR PINAKCIAL SECTNR, PARTICOLABLY oF
YER BANRING SUBSECYOR,

46. IN ALL OF TOE ADOVE AREAS, USAID VYLL OPEN WNEY OR
STRENGTHEN OLD LINES OF COMMUNICATION ON THR PoOLICY
DIALCOUR. SEVERAL IEY PERSONNEL AT TEB ninIsYayY or
TINANCE, INCLUDING TR RMINISTER, BavE CRARGED, 4nD
0SAID’S ABILITY YO DEBPEN TAER POLICY DIALOGUR BaS
SOTFERED FROM YBS CONTINUING LACE OF A STAPP RCONOMIST.
CORFUSTION A¥D UPEEAVALS IN TRE MINISYRY OF AGRICULYONE
BAVE CA3T TOUBTS ON VERYRER OUR FOOD SECURITY AND MAREET
RESEARCE PROGRAN CAR CONTINUR THERE; IN OFNER AREAS,
SUCE A4S TRUCKING AND ROAD MAUNTENARCE, THEAE ARE MO
CLEAR LINES OF AUTEORITY PFOR POLTICY ARFORM TECISIONS,
TADS RENDRRING POLICY DIALOGOUR ON THESE TOPICS DIFPICULY
A%D TIPE-CONSUMING.

4. AGRICULYORAL PRICING POLICY

47. POLICY OBJECYIVES POR 1992/199%: (a) compLRTE THE
PROCESS OF LIBERALIZING RICER PRICING, RETAINING ONLY &
PRODUCTR TLOOR PRICR DASED ON IMPORT PARITY; (B) assess
IMPACT ON PRODUCTION AND MARLETING OF PRICE CRANGES MADE
C7TER PSSP A4S VELL AS THR CRANGES IN YELLOY CORK PRICING
A0 MARKETING THAT ARE BRING PROMOTED DY TITIR 11,

48. COMMENT: IN ADCITION, UNDER PSS/TA THE am, viTm
USAID ASSISTANCE, VILL HON{TOI TRE INPACY OF PR
SUDSTANTIAL FOOT AED, PARTICULARLY rORW, OM AVAILADILIYY
AND MARITT DEVILOPPENT (DISTRINOTION PROCESSING,
INTERPETTARITS). TAIS MONTYORING vILL PROVIDE YRT ORn
VITR TRE INFORAATION NEREDED TO DEVELOP 1TSS POLICY
0!3:0?!"8 ARD PROVIDE PANT OF TBE BASIS OF OUD NEXT WPA
PROGRAN.,

B. DIVESTITORE OF STATE TARnS -

40, POLICY OBJECTIVEIS TOR 1692/1993:  (4) CONTINDE Tn
CLOSE OR TIVEST STATET FPARMS TO MAES THEIR LAND END OTRER
RESOURCES AVATLAWLE TO PRIVATE SECTOR OPERATORS; (1)
INPROYE TER TRANSPARENCY OF CIVESTITORE TRANSACTION; AND
(C) CONSTITUTE A MATIONAL LAND COMMISSION WITH A MANDATR
1O ADDRRSS 1SSUTS WITR RPGARD T0 LASD ALLOCATION
PROCBIORES, ATHINISTRATION, POLICY RLYORM, USE PLANNING
AYD conTLidy RTSOLOTION.

c PRITATE AGRICULTURAL SALTS A4YD SYI7ICK

NNCIA® Crreynmn An Aw ® W NPT g e
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S8. POLICT ODJRCTIVES FoR 1092/1903: (a) vitm TR
POSITIDLY XICEPTION OF PETROMOC, LINIT PSSP cle l!=llcll°
TO PRIVATE IMPORTERS ARD ETND-USERS] AND (3) comtinoe

VTN CLOSING OR PRIVATIZATION OF PARASTATAL LORICULTURAL
L ERPRISRS, Lron

1. TER MISSION WILL CONTINOR tO fnoNITOR THY
DEYELOPHENT OF PRIVATE AGRICOLTURAL SoProxy SERvVIORS,
VITB 33SISTANCE UmDIR P3S3/T4, DESCRIDED SEPTEL.

D. ACCE3SS T0 TORBIGN EXCHANGE

52. 1092/1003 POLICY OBJXCTIVES: (A) MAINTAIN PRIVATE
SECYOR ACCR3S YO FI THROUIE YEE NEY “PORRIGN BICHANGE
HANCET RATR (VRICR VILL INCLODE TAE TIED 4D UNTIRD AID
VIADOVS: (D) STODY aAND TEYELOP PLANS FOR MABIET-3ASED
ALLOCATIOY OF ¥YX OSING THE COMMERCIAL BANXSE (C)

PRIORITIZIE CONSTRATINTS Y0 & TUNCTIONAL COMMEBRCIAL
DANEIRG SOURSECYTON.

UNCLAS SICTION @9 07 ¢ MapOTO p2362
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83, COMAINTs AVYER AN INITIAL TOUR TO SIX MONTE PRalop
DURING VNICH TAPORTERS WAD GREAT DITFICULYY [N ACCESSIRG
723 NSC, TUNDS NECAME REBADILY AVAILANLE TN STONIFICARY
quansitizs aup mave BERATNED 30. SINCE TER DR FacCt0
UNIFICATION OF YRR OFFICIAL AND SECONDARY BICEANGY

TATES, BOVRVER, BANTERS BAYS INDICATED INFORMALLY 10
-ont_tuszonmes ‘vear 13 FUNDS AAT DECOME SCARCER AT THE
EXV "FOURIGN BICHANGR MARKBT RATE." TAT PRODLEM Ton AR
REIT YEAR VILL DB TO MAXIMIIR THE MARERT DRIVEN
OPERATIORS OF A FX MAREEY THAT IS DOMINATED BT TiEp
IONOR 11D, SIKCE 1T SBENS BIGHLY OWLIRELY YEAT TBE
BILATERAL DORORS VILL OUNTIB QUICKLY. Usalp viLL
FACILI?ATE TER AVAILABILITY CF FX 70 YNE BITENT POSSIBLE
BY: (A) BIPANDING TEE LIST OF ELIGIDLE INPORYS UNDER THE
CIP 70 ALL COMMODITIES ELIGIDLE YOR A.1.D. Fimawclsc,
AND (¥) I¥ 4 CONNAENY SYSTEN FOR DISCOUNTING YIED 41D IS
ESTADLISNED, APPLYING THE DISCOUNT YO USAID yoWps

(BICLUFING $ETROLEUM), ASSUNING REQUINED APPROYALS sng
OBYAINED TROM AID/v 7O DOING 80.

B. PRIVATE MARKBYINC CRANNELS

S4. 1092/1993 POLICY ODJIBCTIVES: (1) CONTINDE
ANALYSTS OF LICBNSING RRSTRICTIONS aND BELATED
DISINCENTIVES YO MARTEY PARTICIPATION! (B) DEYRLOP 4
PROGREN yOR TAE PRIVATIZATION OF TRE mAJOR PARASTATAL
TRUCTING TLEETS (lﬂllCOH. DPCCN, CAMOC, AMD POSSIBLY
TRANSCARGA)] (C) IDENYIFY THY SONSTRAINTS TRAT
LICENSING REBSTRICYIONS PLACE ON THE PRIVATE YROLESALING,

T0RAGE, PROCESSING, SND TRAASPONT OF GOODS 4D IDENTIF}
comaxctive WEASURNS YO ovERcOME TaEM: £ND (D) L1Te ail
TIXRD TARLFFS FOR PRIVATS TRUCKERS.

S5. COMMENTs USAID EAS BECUN 3 FAIRLY <HOROUGH SYUDY
OF TEE AREAS RELATED TO TRAHSPORT 10 IDReTIFY
CONSTRAINYS YO RFFICIENT OPERATION OF TAR INDUSTRY.
TEIS VILL DB COMPLETED 3Y SEPYEMDER, 1992 AND PROVIDE
POLICY OPTIONS T0 THR GNYENIMENY In THESE Angasy
INITIAL FPINTDIRGS UNDICATE TRAY SOVERNMENT POLICY IS YO
PRIVATIIE TRE REMAINING LANGE PARASTATAL PLEETS
(ALTROUGE TNERE IS A DETPINITIONAL ISSOX OVER
PARASTATAL), TEAT LICEYSING POLICY POSES w6 nAJOR
CONSTRAIRTS 70 PRIVATE SECTOR ACTIVITY, AND THAT TaRIPY
STTITING IN TROCKING VILL SOOGN Bt DISCONTINCED.

36. USAID BIPECTS 73T SOYERNMENY 1O CARRY OUT IT$
PRESENT INTENTION ?0 BLIMENATE T{I8D TARIPYS ON DOMBSTIC
CARGO TRAYTIC. TRESE ARR IN PRINCIPLE SBT CENTRALLY,
PER 208~ LILOMEYRR AND VARTING BY 2OAD sunrace, s0T
VITROUT RXCARD TO TRANSACTION-SPECITIC FACTORS SUCR S
VOLUME, REFOTENESS, AVAILADILITY OF DACKBAOLS, OR
SECORITY RISES. 1IN PRACTIC®, PROVINCIAL AUTRONI*IES
BAYE TER RIGET 1O PERMIT BIGRYP RATES THAN THOSE SPT
CINTRALLY.

~7. IN ATLITION TO THT AROTP POLICY AATAS, USAIL vILL,
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I8 CLOSE COLLADORAYION VITR THE WORLD DANY’S BOADS sN)
COASTAL SRIPPING (NOCS) PR0JIBCY, INIYIATE MESEARCE 1870

TEE FINANCING OF ROAD MAINYENANCE aND RENADILIZATION
US1NG PRIVATR SICTOR AGENTS.

r. PETROLEUA INPORTATION AND MARYRTING

"8. TPAAD DENCENARKS VOR 1002/1093:1 (A) BT AUGUS? 31,
1¥92, BECIN PRIVATR IMPORTATION OF AVGAS) (B) »Y
LECEMDER 31, 1002, AMEND RIISTING LEGISLATION AND
WEGULATIONS TO PERMIT FREZ INPORTATION OF AVEAS SUBJECT
TO REASONABLE axD CLBARLY SPRCIFIRD SAVETY STANDARDS;
[C) COMPLETE DOMESTIC DISTRIBUTION STUDY, AND DRYELOP
rWOPOSALS YOR ROVING TO & FREX NARERT FOR YR
DISTRIBUTION OF DIRSKEL AND GASOLINE; AND (D) MONITOR TAE
InPACT OF LIBERALIZATION ON THE PRICE AND AVAILABDIL;YY
7 47QaS, AS A PEOTOTTIPE FOR OTYEER FUSLS.

29. CCANENT: PITRONOC AND TEE MINISTRY OF INDUSTRY iND
ENERGY ARE PREPARED TO PROCKED WITR THR COMPLETE
LEPERALIZATION OF AVCAS AS FAST AS [ ADMINISTRATIVELY

UNCLAS SECTION 18 OF * MAPUTO 92362
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POSSIDLE, AVGAS VWILL DX CARBFULLY VATZWED 43 4 YRSY or
2ER CAPACITY OF TWE PRIVATR SRCTOR Y0 inPORT AND
DISTRINTYE FEELS. TER MAJOR DARRIER Y0 TAT RITENSION OF
CIRERALIIED 1APORY AnD VEOLESALING 0 OTEEZR FURLS IS Y&t
AVATLABISITY O7 TNB REQUINED YOLONB OF POREIGY RXCEANCE.
TTY_ANNUAL INPORT COS? OF aVeAS (UNDER DOLS 2 MILLiow)
1. INSIGRITICANT CONPARSD T0 TRE YOTAL FOR ALL PRODUCTS
(APPROXIFATELY 100 WILLION) OR DIRSEL (DOLS <@ AILLION) .
USAID VILL COWDITION YURTEER PINANCING OF PETROMOC
INPORTS ON PROQRESS IN [NCREASING COMPEYITION IN ThE

DISTRIBUTION AND POSSIDLY IMPORTATION OF FUELS OYAER
TRAN AVGAS.

§. CEANGES TO THE CIP

' 63. 2¥0 CEANGES (ONE REQUIRING AID/W APPROVAL) AR

PROPOSED WERE: AN INCREASE IN AUTHORIZED 1.OP PUNDING Y
LOLS BIGET MILLION FROM DOLS S4.5 MILLION 10 DOLS 82.5
MILLIOR AND CONCURRENCE IV THE APPLICAYION OF a
DISCOUNTED EXCEANOR RATE APPLICABLE 10 USAID FUNDS, 1T,
AT L FUTOWE DATR, SUCH A DISCOUNT CAN DR JOSTITIED ANT
APPEADS VORKADLE. TRESE ARE DEALT VITE SEPARATRLY
PELOV. OUSAID VILL ALSO RI®anD, BPFECTIVE InnEDIATELY,
TAR LIST OF CIP-TLIGIBLE COMMODITIES YO ALL COMMNDITIES
PERNITIED DY AID POLICY. FPINALLY, THE PACD VILL Ot
EXTEADED BY 18 MONTRS, YO DECEMMER, 1004. VAILE IT IS
BXPECTED THAT MOST OR ALL FUWDS ¥ILL BT POLLY COMMITTRD
BT TEE END OF 1003, 78IS PACD YILL ALLOW THE MISSION TO
FULLY DISBURSE FALLOUT FUYDS A4D FnuDS FROM TRANSACTIONS

. JT ARE CANCELED AVTE® AID COMMITMENT DOCUMENTS &RE
1850%D.,

61. AS NOTED ABOWE, DEMAND FOR CIP FUNTS VEATENETD
{B5CEPY FOR FOBL) IN 19001 AVTEF TRE INTRODUCTION (N
NOYEIMIER 1990 OF TAE NSC, WAILE OBLICAYIONS INCREASED.
TAE TREND IS AS POLLOVS lll NOLS ¢e® WITH COMMITMENTS
ROUAMED TO TAR WEAREST MILLION):

62. ODLIGATIONS COMRITMENTS PIEL
- 1609 13,550 8,800 [
- 1998 ¢ 22,500 12,270 ° [
- 1991 ' 17,390 A,009 5,000
- 1£92 . 0,000 (rROP) 11,009 (10 DaTE) 5,080

PRESENT UNCOMMITTED AMOUNT: 24,205
T. TAR VORST TRAR FOR NEVW COMMITMENTS, AS NOTED AdOYE,
HAS 1961, VAEN WON-TFORL COMMOLITT [MPORTS FYLL TO A MIPR
DOLS 3 Hilllo., LARGELY BECAUST 0F THE DIUDLING AF tHP
l‘clllﬁl RATE. SINCE TEE PRGIRNING OF 1992, DEMAND FNR
(81 FUNDS RAS IMCREASED CONSIDERABLY, ALTBNUGH IPPOPTERS
“HAT SOON POSTPONT MiJOR PORCEASES 1IN ANTICIPATION ~P THF
RELEASY OF DNLS 198 MILLION IN ONTIED WORLT BANT FUNTS ,
VITR TRE PROPASED FY 1992 INCRBACR OF JIGHT mILLION,
PSVERVYER, ANT TEPPNDINC ON DREVELOPMENTS ¥ THE PI MARIET,
1.8 CARRY-OTRR TO 1993 COULD BE CONSIDFRABLY LRSS TRAY
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I¥ PREVIOUS YRARS. 17 SIGNITICANYLY INCREASED ARQUNTS
OF YUNL WERE YO DB YINANCED, THE PIPRBLINE coouLy 312
REICCRL 70 ALMOSY WOTBING DURING CY 199S.

64. DBIPITR NOPE FOR A QENERAL INPROVEMENT IN THS ARVLY
©* "YIRD MORE MARERT-BASKD SYSTEH FOR ALLOCATING TORRIGK
L.CHANGE, THR VEAKNESSES IN TAR DANKING SYSTEMN (rorz
CEXTRAL AND COMMEACIAL) MEAK TEAT USSIT CANNOY AT RIS
TIN8 PROPOSE 4 CASK TRANSFER OR EVER BANK MANAGENENT? OF
ClP FUNES., NOMEYRELESS, XVERY BYFORT VILL D3 fiDe T0
PARALLIL THS ENERGING FONRIGN EXCNARGE STSTEn, 850 LONG
A3 IT BOLDS PROMISE OF LEADING TO AS PRER & MAREEY AS 18
POSSIBLE UNCER TOR CIRCUMSTANCES.

63. A PAAD ANENDAENT PYRPARED IN SUPPORY or s
AUTHORIZIATION AMENDARNT AND INPLEMENTATION CRANQGES
DISCUSSED IR YHIS CASLE VILL 3% COMPLETRD In JUMY 1902,
TUIS ANENDNENT VILL PROVILE rop SEVERAL CEANGERS IN CIP
PROCEDURRS. <¢BR FIRSY STXp, VHICK IS vitain 708
RISSION"S AUTRORITY AND VAICE SEOULD INCREASE SONRVEAT
(ALTHOOGR POSSIDLY NOT SIGRITICANTLY) THE CIP COMMITMENT
NATE, WILL BB TO RXPAND, 43 FAR AS A.1.D. roLicy
PERRITS, TAR LIST OF RLIGIBLE COMRODITIRS, EYFECTIVE
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IAMnETIATRLY. FOR TWE SECOSD STEP, THR COMMERCIAL nns
VILL B3 ALLOVED %0 GUARANTER IMPORYERS® PATWEN?S 70 YHR
CENTRAL BDANT OF TRE COUNYRRVALUR Y0 QRNERATED BT CIp
TRANSACRIONS. PRESIATLY, OQLY TNB CENYRAL BanX Bis e
AUTEHORITY 20 PROVIDE SUCR GUARANTERS,

o.. THIRD, DEPENDING ON NOV TAE YI MAREBY RVOLYES AND
SUDJRCT 1O ADMINISTRATIVE FEASIDILITY, USAID MaY visE T0
DISCOUNY CIP FONDS (BICLODING T2OSE 7l 1nPORY OF
PRTROLEOM) BY OF TO RICET PERCENT. A.1.D. BICEANGE RATE
POLICY IS SEY JORTR IN 87 3TatR 186082, VAICR In Pamp
§.210 PROVIDES YOR AW KJCRPTION YO TEE REQUIREMENT THAT
U.S. TUNDS 3R RICNANGRD FOR LOCAL COURRENCY AY TR
BIGERBST NATE PEP U,S. DOLLAR VEICE AT TER TINE OF b L
TRANSACTION IS NOT? OUWLAVIOL IN T88 RECIPIENY coontay,
VEIRE TR “GOVERAAZNT...IS MATING 4 GOOL FAITR ETrORY TO
MOVE TOVARD & RJALISTIC, MADIXT-BASED RICNARGE RATE OnE
STEP AT 4 TINE, IN PARA 4.2 TER CADLE STATED TRAY
DURING THE FIRSY TRAR OF THE APPLICATION OF TER WBY
POLICY, THE ADAINTSTRATOR YOULD RSVIRY ALL REQUESTED

:XC::!*OIS TO TBE POLICY AS STATED IN THE QUIDANCEK
ABLE.

67. USAID IS WNAVARE OF ANY SUBSEQUENT AMENDAEN? Tn THE
AUTHORITY T0 APPRGYE EXCYPTIONS TO TAZ RXCRANGE RATE
PCLICT. VE TNSREFORK REQUEST AlD/V REVIEV THE POLICY ON
EXCHANCE RATE AND ADVISE VAT STEPS USAID VILL BAYE TATY
20 APPLY THE DISCOUNT I? RVEWTS IN TEE FX MaRERT APPR4E
TO VARRANT [T, THEE MAJOR CRITERIA TO BE APPLIED Iy 4
DECISION 7O DISCNURT VOULD DR (4) VERTEER THE COMMERCIAL
BANTING STSTEM APPRARED ABLE TO PLAY AN EYPECTIVE

° JEERING ROLE IN YR ALLOCATION OF FORRIGN EICBANGE;
() TAT BITEN? ?0 VRICY THT TRE NEV URTIRD/TIRD YINTOV
SISTEN APPEARS TO PR MPETING THE FI REQUIREMESTS OF THE
PRIVATE SECTOR AT TBR POSTED EXCMANSE MAYR; (C) THR SIZE
OF THEE GAP BETVEEM THE JI MAPEET RATE AND TRE PARALLEL
RATE; AND (D) VEEBTARR CIP TUMDS 4DR CLEANING THE MARLET
AT TPE POSTED NIGEEST RATE. OUSAID WOTES THAT IT CIP
FUNDS DO WOT CLEAR, AS OFTEN NCCORS IN A PREE MARFRT
FORKIGN BXCHANGR SITUATION, THEM TEE USUALl

ACCEPTED PROCEDORR IS 10 EXTEMD TEE REPATMENT TERMS, [y
BTTECT PROVITING 4 IISCOUNT THNOUGE INTERSST-FERE
CREDIT. THIS, EOVRVER, BAS TVO UNINTENDEN AND USUALLY
UNDESIRADLE EYFRCTS: (A) IT ADDS A CREDIT ELEMENT
VITBOUT ANY RRQNIREMENT YO BXAMINE VRETHER SUCHE AN
BLENENT MAKES SCOYOMIC SEYSE, AND (B) IT LI~ITS THE
USERS OF THE CIP TO COMPANIRS YAAT BRBCADSE OF THEIR SIp¢
OR INFLOZNCE CAN OBDTAIN DANE GUAIANTERS POR THE FIYDS
(SUCK 3 LIMITATION VOOLD BR CLYARLY CONTRART 10 TRR
OPJECTIVE OF PSSP TO BYPAND THE ROLE OP TR PRIVATE
SECTOD IN MARIETING),

€. TEIS ABOYY FEVIEV NF PROGMESS DEMONSTRATES THAT N
. 31/92 THE GOTERNMENT PIRPLY MATNTAINEL [TS COORSY.
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TOVARDS A MARETY BCOMONY. 1IN PREVIOUS YEARS, TER REFORN
PROGRAM WAS SUSTAINED IX PART BT RIGH SROWEIR RATRS,
PARTICULARLY COMPARNED VITR PABVIOUS YEARS. ¥AB SER‘S
PEBFORNANCE OVER THB LAST YEAR a3 BEEN InPRRSSIVE 1B
IAAT YER RRYORN MOARNTOM VA3 WMAIWNTAINED IN TAR FACE OF
PULLINING PER CAPITA ADPP. GIVEN THR POSITIVE REFORNM

A SORD AT BOYE TAR MACRORCONOMIC LXVEL AND IN TER PSOP

rOLICY RRTORM AREAS, USAID°S CONTINURD NPA SUPPORY IS
FULLY JUSTITIRD.

9. THAE PROPOSED ADDITIONAL OBLIGATION FOR PS3P C.s OF
DOLS & MILLION In 1902 VILL ENSORE THAY FUNDS ARB
AVAILADLE POR NEV FINARCING COMMITMENTS UXTIL WELL IRTO
rY 3993. THIS VWILL PROVIDE USAID AND THER QRAM VITE TER
PINE WECESSARY TO DERYERLOP A SBT OF POLICY CRANGRS T0
FORM TEE DASIS OF A REY NULTI-YRAR DFA WPA PROGRAN IN
rEE SRCORD QUABYRR OF FY 1003,

re. USAID THEEREVYORE REBQUESTS AN AD BOC ADTNORITY T0 TR
113S10% DIRSCTOR TO INCEZASE TER PSSP (656-208) LOP Y
tOLS BICET MILLIOR FPROM THX PRESENT AUTHORYZERD LEVYIL OF
54.5 MILLIOX YO DOLS 62.5 MILLION, BASED On TER POLICY
MNCRMARES TOR 1992/93 SPECITPIED IN PARAS 47 TERMOUGH 59,

UNCLAS SECTION 12 Oor * nAPUTO #2362

NCLAS SECTION 13 OF 13 mAPUYO 02382
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98, I8 ADDITION AWD SEPARATELY, USAID REQUESTS AID/V
SIVICE ON WEA? 13 REQUIAED 10 ALLOV US YO IMPLEMENT Aw
BICEARGE RAYE DISCOUNY WADER TNT PSSP/CIP; SPRCIFICALLY,
T~ VEAT BITENT DORS TEB POLICY LAID 00T IN 87 STATE
1..682 STILL APPLY. AS ROYED ADOVE, USAID NAY vISE TO

PURSUR T3R DISCOUNY UADER CERTAIN CONDITIONS\LATER TAIS
TRi2. DILL

"
#2362
[ L L]]
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UNCLASSIFIED
ACTION: AID-3 INFO: AMB DCM

VZC2(TC0222

PP RUERTO #¢ MON YR 2041
DE RUEEC #9563 241@534 CN: 5429

IZNR UUUUU 7ZH CERG: AIT

P R 23¢5247 AUG G2 DIST: AID

FM SECSTATE WASEDC

INFO RUEPRMB/AMEMBASSY MBABANE 47¢4 DATE DUE:.
ACTION OFHCE: . \7 g s\f

\ A ' o
TO RUEHTO/AMEMBASSY MAPUTO PRIORITY @139 ' -izakualgg
RUEHNR /AMEMBASSY NAIROBI 1736 !
INFO:

BT
UNCLAS STATE 275563
AIDAC, MBABANE FOR RLA, NAIROBI FOR REO

E.0. 12356: N/A
TACS: DU M5 e
SUBJ!CT:-:ﬂQZIHﬁIQﬂg = PRIVATE SECTOR SUPPORT FROGRAM M . . .
(656-0268/9218) - PROJEBCT AMENDMENT/FROGRAM CONCURRENCH - = . ... )
HAP: .

REPS: A. MAPUYTO 2362 B. JBORN/MENDELSON FAX, 7/21/P2,:.

C. TELCON, REARBER/TEORN, 7/38/S2 o
1. PROGRAM CONCURRENCE IS HEREBY PROVIDED FOR DEVELOPMPRE, ~—~~ =
OF THE SUBJECT PROGRAM AMENDMENTS BASED ON PROGRAM R

AMENDMENT DESCRIPTIONS SUBMITTED REFTELS. REPS. A AND B0 00 )
WERE REVIEWED IN AIL/W AND NO OBJECTIONS WERE RAISEL TO <§j¥$?ﬂ%""\3§£b}ﬁi
TEE MISSION’S PROPOSED PROGRAM AMENDMENTS. NJ%;&K]" e

2. AA/ATR nxnnar-vancngrs AgTEORIT! 70 FEE MISSION | LMO and QRPE@ d
IRECTCR, USAID/MOZAMBIQUE, OR TO THE PERSON ACTING IN —0 ,
THAT CAPACITY, TO APPROVE AND AUTHORIZE AN AMENDMENT TO awubvdivi“lﬁzbbd-
TEE PRIVATE SECTOR SUPPORT PROCRAM (NPA) (656-0208) T0  .peh COMNGAE.
INCREASE THE LOP FROM DOLS. 54.5 MILLION TO DOLS. 62.5

MILLION. THIS AD BOC TELEGATION OF AUTHORITY SEALL PE

FXERCISED IN ACCORDANCF WITH ALL THE OTHER TERMS AND

CONDITIONS OF DOA 551, EXCEPT FOR THE DOLLAR AMOUNT

LIMITATION, AND IN ACCORDANCE WITE THE MISSION’S PROPOSAL

PER REFS. A AND B. :

3. UNDER DOA 551, THF MISSION DIRECTOR HAS THE AUTHORITY
TC APPROVFE AND AUTHORIZE THE PRIVATE SECTOR SUPFORT
PROJECT (TA) (656-9213), WHICH INCREASES THE LOP FROM
DCLS. 2.5 MILLION TO DOLS. 13.5 MILLION.

4. THF FOLLOWING ISSUXS WERE IDENTIFIED FOR MISSION
CONSITERATION IN TEVELOPMENT OF THE PROPOSET PROGRAM:

A. THY PAAT AMENDMENT SHOULT UPILATE THE CONSTRAINTS
ANALYSIS (OR' REAFFIRM THAT THE EXISTING ONE IS VALID, IF
TEAT IS THE CASE).

B. TBE PAAT AMENDMENT NEEDS TO IDENTIFY IN CONCRETE

TERMS, AND QUANTITY T0 TEE EXTENT POSSIBLE, THE IMPACT- -

THAT VILL RESULT FROM THIS AMENDMENT (AS CONTRASTED VITH

THE REPORMS TEAT VWILL CAUSE THIS IMFACT). TEHIS IS

IMPORTANT,. TO DISTINGUISE THIS AMENDMENT FROM THE //

ACTIO
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< UNCLASSIFIEY STATE 27C563
(GNACCEPTABLY) SITUATION OF A PROGRAM TEAT PROVIDES
ZPLANCE OF PAYMENTS SUPPORT, ACCOMPANIED BY POLICY
DIALOGUE WHICH ISN’T FAR-REACHING ENOUGH TO RESULT IN
TEVELOPMENT IMPACT. ONE-YEAR PROGRAMS (AMENDMENTS) ARE
GENERALLY DISFTAVORED, LARGELY BECAUST IT IS TIFFICULT FOR
THEM TC ACERIEVF IMPACT BY THFIR END.

C. TEE CABLE MADE IT CLFAR THAT SOME OF THE 91/92

PENCHMARES WERF NOT MET OR WERE NOT FULLY MET. THE

MISSION SEQULD EITHER WAIVE OR MODIFY ANY UNMET CP’S, AS

AFPROPRIATE, TO REFLECT WEAT WAS ACTUALLY ACCOMPLISHED,

RATHER THAN DISBURSE AGAINST CP’S THAT WERE
SUGBSTANTIALLY BUT NOT COMPLETELY MET,

P. VWE UNDERSTAND PER REF, C. THAT THE QUESTION OF TEE 3
(EIGFT) PERCENT DISCOUNT IS NO LONGER ALIVE., IF IT
BECOMES SO, IT WOULT BE NECESSARY 70 EXANMINE THE STRUCTURE
MORE PULLY 70 SEE HOW IT FITS IN TERMS OF VHERE LC
_GENERATIONS OCCURRET (A.I.D. YQULD NEET TO CAPTURE TEE
ENTIPETY OF ANY GENERATION) AND USE OF LESS THAN THE

RIGHEST LAWFUL EYCHANGE RATE.

5. THE BUREAU ENVIRONMENTAL OFFICER (BEO) HAS PREPARED AN
IFE FOR THR TA PORTION OF THIS ACTIVITY (655-0212). AN
I¥X FOR THE NPA C MFONENT (656-0298) WAS ALREADY APPROVED
MAY 10, 161, WHI.E ESSENTIALLY ALLOVEI PETROLEUM PROLUCTS
T0 BF ADDED TO THE POSITIVE LIST. A NEV IEE IS NOT NEEDED
FOR THR NPA COMFONENT SINCE THE 1991 IRE COVERS CIFS IN
GENEBRAL ANT THE MYSSION LOES NOT INTEND TO IMPORT ANYTEING
TEAT IS NOT ALREADY ON THE ELIGIBLE LIST FOR CIPS.

PER TELCON WITH MISSION ON 8/13/982, THY BEO ﬁAS

RECOMMENDEL A NEGATIVE DETERMINATION FOR TEHE PSSY (TA)

AMENDMINT (656-0218) UNDER SECTION 216.3(A)(2), WITH THE
PYOVISION THAT A SPECIAL STUDY VWILL BE CARRIED OUT EARLY
IN THE PROJECT AMENDMENT IMPLEMENTATION, THAT VWILL
ITENTIFY ANY LONG-TERM FNVIRONMENTAL IMPACTS OF THE
gU:PORTEr POLICY REFORMS AND PROVIDE FOR MITIGATION PY THE
P .

6. A CONGRESSIONAL NOTIFICATION (CN) FOR TFIS PROGRAM
FXPIRED WITBOUT OBJECTION ON JULY 15, 1992. ADVICE OF
ALLOWANCE WILL RE PROVIDED SEPTEL,

7. TPE BUREAU WISHES T0 REITERATE AT THIS TIME THAT ALL
VEHICLE PROCUREMENT FINANCING WILL REMAIN ON HOLD PENDING
DISPOSITICN OF THE NAVISTAR ISSUE AND AUTHORIZATION BY THF
BLREAT TO PROCEEEL. FANTER

BT

#5563

NNNN
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ALD. EVALUATION SUMMARY - PART |

TR

| BESIAG ALLPAL OUT 1eel FOMM. READ Tog AT 204D
2 U LETTER QUALITY TY9Y, O “DOT Matary Tveg

IDENTIPICATION DATA

A. Raperting A.1.O. Unat:

Wesien o ANO/W Qffice
1174

A.1.D./Mozam e
)

5. Was Evelustion Schesuled In Current FY
Annuel Bvanssiion Plan?

Yoo ) swess O

Cvaluaton Pan Subrrssien Date: FY

Agmee ([
Q

C. Evaation Timing

e T e O
Eeropt ] oweee T

D. Astivily of Astivilias Evalusted (List wu twhouwry Mmreiun W Faett{1) & Doy anii] svotiod: ¥ Al M CINN DR Vi ong ot o P
et

ek 2N}
Preject Ne. Project /Program Titie frat PROAG [Mest Racertt [Myrrae LOP |Amoww Ooigatec
. o l' "- ('n::./?m Cost (000) | te Dars (000,
656-0208 Private Sector Support Program FY 89 6/93 $53,440 $53,45)
556-0218 ?rivate Sector Support FY 90 6/93 $3,000 $2,300
Technical Assistance Project
ACTIONS
L _Actien Degiaions Aceraved By Misgien ae AID/W Qiilea Duegtar . INome of Citicee Re. [Date Acion
. Astion(s) Required WoNSkie lur Action (s Do Conoieg
| L . S
1. Continue support to moaitor prices and constraints to production and marketing. "SAID on-going l
1992-93
2. Work for greater institutionalization of MSU activities within the Ministry of | 1'5AID on-going i
Agriculture. 1992-93 |
: ]
3. Monitor and influence credit and banking sector. developmts to support | [ISAID 1992-93
agricultural development. -
4. Develop a progam of non-project assistance- that concentrates on msking | ImAID 1992 )
operational the policy decisions undertaken during PSSP, removing obstacles that !
constrain the full impact of ecooomic liberalization, and promoting efficient |
functioning of marketing networks. ‘
S. analytic studies should be undertaken: (a) the possible price depressing effects 1eAID 1992-33 :
of food aid; (b) the growing presence of commercial itinerant traders (eomerc?m-
tes ambulantes) sad how they can/should be supported (credit, organization,
training); (c) the rols of women as the primary agricultural producers, and the
impact of policy change on their lives, including regional varistions.
1A EEN 9017l 1 Wt ~OCPItary .
APPAQ VALY |
F. Date O Mission Or AID/w Oflice Review OI Evaiustion: {Month) Dayi iYear)
lap, = March 1862
Q_Approvais st Evaiuatien Summar: And Aer “esisiony:
Project/Program Otficer -:vlia!'v;:‘:l. Evalustion Olficer ng:'::v;.:l&lw
Name (Typea) I ADir
e Cheryl McCarthy Ministry of agric.| Charles North John iller
Sonarwe /,- “— =
ﬂ{a,,////ﬁ /61 [ 7l Z»«? . M
Date 7 B/ 2 é /il \ 1/41 -

A0 1330-5 (10-87) Page 1

{
\



ASSTARAACY

Qyaiusiten ARSIIASL On o sumnel TR AMSE SCSNINE.

USAID is supporting the Governmant of the Republic of Mozambique (GRM) policy reform in the food and agricultun
sector through the Privats Sector Support Program (PSSP), a $53.4 million, three-year non-project assistance activity
USAID is aiso providing $3 million of techrical astistance for rescarch and related assistance in support of the PSSP polic)
reform sgends. The purpose of the PSSP policy reform agends is to improve incentives for private sector sgricultury
production and marketing in order to enhance the privats agricultural sector’s production snd income. An evaluariog to
asscss the scope, focus, progress, and impact of the Progam was undertaken in November 1991. A team of four export
reviewed relevant documentation snd interviewed USAID staff, GRM officials, snd others in Maputo.  Site visits were
camed out in peri-urban areas of Maputo and in the Quelimane and Mocuba areas. The major findi~gs and conclusions are:

The PSSP has been able to identify and effectively address & selested set of policy constraints to private sector agricultural
producton and marketing. The PSSP is a well conceived program with realistic policy objectives, and responds to the
country's development (as opposed to emergency) noeds. Virtually all the targets specified in the policy reform agenda have
been met by the government. Nevertholess, the full impact of thess reforme will oaly be felt over the long term.  Benefits
of the new policies remain dependent on the cossation of the war, and mumerous obstacles continue to impede the recovery

mddwdopmfof&om'umiaﬂhnﬂmo@cﬁmndmrhﬁn‘lym

Agricultura] price policy reforms bave been successful in eliminating the fixed prics system and removing the illegality of
selling sbove the government prics although the new floor price system serves the function of a referance price rather than
a3 & true government price support. USAID bas correctly emphasized its concern with not oaly the fact and pace of state
farm divestiture but also its quality. All the agriculture commodities recently procured through the Commodity Import
Program (CIP) have been imported through privats agents and thps hev stimnlated the growth of this sector. The funds
expended for technical assistance represent a sound beginning for ilstittion &nd cspacity building. Policy dialogue hag-been
wfluential in achieving progress in economic liberalization policies. However, the GRI is an unequal partner, lacking the
quantitative and qualitative policy and technical capacity to develop its own stretegy.

The evaluators concluded that the PSSP is central to the Mission's Country Program Strategic Plan and is consistent with
Development Fund for Africa (DFA) objectives. It is consistent and suppoctive of the GRM and World Bank snd other
donor programs,-and is sem &s an elemont in the larger context of structural adjustment.  USAID should continue sipport
to monitoring prices and constraints to production and marketing, incressing sttention given to thoss constraints that limit
the impact of price incentives on production and the efficient functioning of markets. USAID should develop a new program
of non-project assistance that concentrates on making operational the policy decisions undertaken during PSSP, removing
obstacles that constrain the full impact of economic liberalization, and promoting efficient functioning of marketing networks.

cCOsTS
|_Evalyation Cogty
t. Evaisation Team Contract Numder O | Camract Cost OR ]

riame AtfRation TOY Person Days TOY Cost {US 3. Sowce of " .~
Abt Associates Inc. DAN-4084-2-00- $107,999 656-0218
(Agricultural Policy Analysis Project, Phase II) 8034-00 1,551 656-0510
John D. Miller Order No. 019 TAO S:0

109,550
Tony Davis

Jan Gustafson
Stahis Panagides

| 3 Borrowst:Granies Protessiona:

n/Otlice Prolesaional Stat!
Stall Person-Days (Estimaio: 0

- ~Days (Estimate) 20

‘.l
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ALD. EVALUATION SUMMARY - PART §

SUMMARY
- Bummary of Evalustien FRagings. Conalusions and Resommendstions (Try not te sxcesd the UYee (3) Pages promdeq)

Address the (sliowing Roms:
o Purpess of svalustien and Methedelegy vied o Pringipal ressmmendations
o Lessens learmed

o Purpete of dativity(les) evaiusted
o PFingings end ssnciusions (relste te questiens)

Missien or Citige: Date This Summary Prepareq: T Titie Ane Dats Of Pull Eveiustien Repert:
Mozambique: Private Sector Support Progr
USAID/Mozambique December 1991 December 1991 .

lotroduction and Context. Mozambique's 1.5 to 2 million family farm units and 3,000 commercial farmers have suffered
greatly from the distorted colonial economic base, the failod policies of stats control in the years following independence,
and the disruptions caused by war. The Government of the Republic of Mozambique (GRM) has emberked on the
reorientation and rehsbilitation of the overall economic structure. In sddressing the specific needs of the agriculture scstor,
the GRM confronts severe constraints of input availability and rural commercial infrastructure, and a family farm populstion
that remaing largely beyond the resch of government technical sssistance,

USAID is supporting GRM policy reform in the food and sgricultzre sector through the Private Sector Support Program
(PSSP), & $53.4 million, three-year noa-project assistance activity, USAID is also providing $3 million of technical
assistance for research and related assistance in support of the PSSP policy reform agenda.

The purpose of the PSSP policy reform agenda is to improve inceatives for private sector agricultural production and
marketing in order to enhsnce the privats agricultural sectoe’s production snd incoms. The reform agenda targets: (i)
agricultural pricing policy; (ii) divestiture of state farms; (iii) privats sgricuiral sales and sesvice; (iv) access to foreign
exchange; (v) private marksting channels; and, (Vi) petroleum importation and marketing.

An evaluation (o assess the scope, focus, progress, and impact of the Program was undertaken in November 1991. A team
of four experts reviewsd relevant documentation and interviewed USAID staff, GRM officials, and others in Maputo, Site
visits wers carried out in peri-urban areas of Maputo and in the Quelimene and Mocuba arces. -,

Eindings. Virtually all the targets specified in the policy reform agends have been met by the government, and USAID
support and program activities have evoived in & responzive manner to the impressive progress made in the policy reform
process. Mevertheless, the full impact of thess reforms will cnly be felt over the loog terma.  Benefits of the new policies
for the country’s population remain dependant on the cessstion of the war, and mumerous obstacles continue to impede the
recovery and development of the country’s egricultural production and marksting system.

i The PSSP has been able to identify and effectively address & selscted set of policy constraints to private sector sgricultural

production and ms.keting, The PSSP is & well conceived program with realistic policy obrectives, and responds to the
country's development (as opposed to emergency) needs.

Prcing Policy. Agricultural price policy reforms have beer successful in climinating the fixed price system and removing
the illegality of selling above the government price although the new floor price system serves the function of a reference

" price rather than & a true government price support. There is evidence of & positive response to the price inceatives on the

— o —

part of producers, although the removal of price restrictions on ingats and consumer goods has meant that overall producer
terms of trade may have worsened in the ahort run. The Ministry of Agriculture/Michigan State University (MA/MSU) work
on prices and changes in the agricultural economy at the field level has been important in identifying impact and remaining
obstacles that inhibit effective price incentives, and should coatinus to receive high priority.

State Farp Divestiture. USAID has correctly emphasizad its concern with not only the fact and pace of divestiture but also
the quality of divestiture. However, farm divestitures to drte do not reflect the application of a coherent plan or process,
and transfer of land ownership to the private sector is still not allowed. The curren: GRM priority appears to be to stop the
budget drain caused by state farms, rathec than to increase productivity by putting land in the hands of private producers.

Private Agricultyre Sales and Servica. All the agriculture commodities mcently procured through the Commodity Import
Program (CIP) have been imported through privats sgents and’thus have sti:mlated the growth of this sector. Within
USAID's policy objectives of supporting private sector ruml commercia) infrastructure, the CIP imports represeat an

important element.

AID 1330-5 (10-871 Page 3 — -



SUMMAAY (Continueg)

Forcign Exchange. PSSP has been successful in supporting the introduction and use of the secondary market for foreign
exchange and has played a useful role in asscesing alternstive market-based allocation mechanisms. USAID should be

commended for sdhering to market-based principles in the pricing and allocation of foreign exchange and for being suitably
cautious in noi joining the System for the Non-Administrative Allocation of Foreign Exchange (SNAAD). The $53.4 million
worth of CIP procurements bas had & direct positive effect on Momambique's balance of psyments. The generstion and use
of counterpart funds have also contributed positively to the GRM budget situation, although the net effect on the budget is

difficult to determine.

Private Marketing Channels. The inclusion of miarketing issucs in the pclicy reform agends demonstrates USAID's
awarec.as of the necessary siepe subsequeat to policy formulation to make policy changes effective. Progress has been made
in deregulating commercial transactions.

Petroleum. The inclusion of petrolewmn in the agenda and CIP eligibility, although motivatsd by U.S. interest in responding
to the GRM's request under special circumstances, diluted the focus on the agricultural sector, and precluded the purchase
of up to $10 million of commodities more directly related to sgriculture.

Techpics! Assistancs. The funds expended for technical assistance represent a sound beginning for institution and capacity
building. The objectives and activities of the assistance have appropristely evolved from sapehot monitoring toward capacity
building and policy implementation support. The technical assistance now in place through resident specialists, short-term
mmt,mmch. and training is alrea:ty muking an important contribution, for example, by providing market information
Mﬁnbmnnﬁﬂmlmpmmgpdwydmnm

Commodity Import Progmm- The CIP bas baen well managed within USAID, and has effectively met its objectives under
the PSSP. The CIP was correctly chosen as a sector-argetad mesns — within oversll macroeconomic liberalization and
adjustment — for reinforcing agricuitersl policy reforms under the PSSP. Tha impacts of the CIP are difficult to measure
definitively, but available evidence suggests that it bas had the desired offect. End-use monitoring should be improwed.

Expending the commodity eligibility list has besa important, and the commodities imported under the CIP re valuable inputs
to s functioging privats agricultural sector. The CIP is the appropriate disbursement mechanizm given USAID reporting
requirements snd existing cspecity of the GRM and banks; it also supports the agriculture focus of PSSP.

Policy Dislogue. The Policy Reform Agenda is internally consistent and generally adhered to by the GRM. Policy dialogue
has been influential in achisving progress in sconomic liberalization policies, However, the GRM is an unoqual partar,
" Inacking the quantitative and qualitative policy and technical capacity to develop its own stratsgy. USAID can say, and has
indeed reported to Washington, that agricultural pricing policy has been liberalized, that state farm divestiture is underway,
and thst important progress has been made on each agends item.

Monitoring. Responsibility for monitoring and documenting the end use of program commodities resides with the USAID
commodity field monitor, who is virtually the only USAID representative able to travel with some regularity to the field.
To date, however, the monitor's role has beea restricted; he is unable to do more than spot checking. USAID's efforts to
monitor and assess PSSP impects at the farm level — income, production, responxivensss to policies and inceatives, etc. —
rely mainly on second-hand sources. In this difficult and complex development environment, relisble, complets, and regular
information upoa whick to base decisions is at 8 very high premium.

Maig Conclusions. The PSSP is central to the Mission's Country Program Strategic Plan and is consistent with Development
Fund for Africa (DFA) objectives. It is consistant and supportive of the GRM and World Bank and other donor programs,
and is seen as an element in the larger context of stroctural sdjustment.

In spite of the significance of the economic policy reforms carried out over the past several years, the implementation of each
of the agends items (i.e., making them operational), beyond the policy decixi>ns themselves, continues to be essential to
increasing agricultural production and rural incomes, and providing the envirament conducive to commercial and family
farm development. -
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Mun Recommendagons/Cura Progm  USAID should continue support © momisoring prices and constramts 1o

production and marketng, incTeessg stention givem to those constreimts thes limit the impect of price incemtives om
production and the efficient functonmg of marketa.

USAID should work for grester institutionalization of MSU activities so that this capecity becomes & routine part of Ministry
activities, even after the program ends. This expericnce should elso be used to help the Ministry develop a new sgricuitural

informanon system.

USAID should momtor and influence credit and banking sector developments to support agricultural development. As credit
1s increasingly becomung s constraint o sccess o foreign exchange and imports, USAID should begun to give attention to
credit 1ssues as they relate 10 market structure and sccess to foreign exchange for the agnculture sector.  This is also timely
because financial sector reforms and counterpart funds‘ue increasingly becomung central issues in current donor/GRM

dialogue.

USAID should continue its assistance on the mechanics of state farm divestiture snd consider broadening the set of issues
1t addresses to include, for wnstance, the sssumption of debt and other liabilines, valuation, sales and markenng.

USAID should support efforts to develop s market rate foreign exchange allocation mechanism for the period afier rate
umfication in March 1992.

Map Recommendations/New Program.  USAID should develop s new program of non-project assistance that copcentrates
on making operational the policy decisions undertaken during PSSP, removing obstacles that constrain the full impact of
economic Liberalization, and promoting efficient functioning of marketing networks.

The new program thould seek the goal of increased agricultun! production and incomes through enhancing the role of the
private sector (commescial and family farmers, and market sgents). The asw program should support policies and actions
that promots (s) an ensbling eavironment for private investment (including on-farm) and new cntrants in sgrivultural
production, marketing, and processing (e.g., access to credit and foreign exchange, institutional support of tiz private s&ctor,
regulatory framework); (b) umproved production technology for crops and livestock and access to productive inputs (iscluding
land) and equipment (pumps, implements, sceds, etc.); (c) marketing and processing infrastructure (distribution, storage,
mnspomu’on, information, plant and equipment); and (d) improved institutional capacity m support of the agricultural sector.

The means to0 unplemun these program elements are sustained technical sssistance and an agriculture sector specific
Commodity Import Program.  Any new policy reforms should be designed to be openationally-oriented and build upon

reforms addressed in the PSSP.

Other Recomypepdations. The CIP mechanism should continue to focus on the agriculture sector and in direct support of
the policy reforms being sdopted ss part of the new progam. However, as the policy areas addressed by the program
brosden and become more operstonal, the range of eligible commodities should increase,

The CIP disbursement mechanism, as currently administered (i.c., USAID acting as banker), should continue until there s
evidence that the local banking and foreign exchange mansgement sysiem is able to administer a CIP to USAID's reporung

and sccountung standards.

As the emphasis of policy reforms shifts from the policy framework to making policy decisions operatonal, donors oeed
to recogruze s number of important implicstions: () the client organizations for dovor asxistance and interaction will shift
from the policy munistries, which were the appropriate entities under PSSP, (0 the line ministries such as sgriculture and
commerce; (b) the pervasive and debilitating capacity constraints of government will be even more critical as the shift moves
to line munistnies; (c) the aature of technical assistance overall needs to shift its emphasis a3 an implementation onentation
13 adopted; and (d) donors, including USAID, should sugment their own capacity for macro and agnicuitural econozuc apaly-
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The Mission concurs with the findings and recommendations of this evaluation.
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Annex D

Updated Letter of Intent of
the Government of the Republic of Mozambique

Private Sector Support Program
656-0208/18

September 1992

"[The text contained in this annex
is a draft. The final version of
the updated letter of intent will
be reviewed and accepted by USAID,
and incorporated as an annex to the
program grant agreement amendment
prepared pursuant to this PAAD
Amendment, prior to the signing of
the grant agreement amendment. )



Mr. John M. Miller
Acting Director
USAID Mozambique

~ DRAFT

Dear Mr. Miller:

The Government of the Republic of Mozambique appreciates the
continuing significant assistance of the United States and
particularly your support for the development of Mozambique's
food and agriculture sector. This letter builds on its
predecessors, dated August 31, 1989, July 3, 1990, Hay 15, 1991,
and July 10, 1991, and upon the agreements reached between USAID
and Government on the P.L. 480 Programs for 1989, 1990, 1991, amd
1992. All measures of those agreements remain in full force andy
together with this letter, constitute the full range of policy
issues agreed upon by USAID and the Government in the food and

agriculture sector.

Progress on the Government’ s Economic and Social Rehabilitation
Program (ESRP) was described in the Policy Framework Paper (PFP)
for 19891-83, but the devastating effects in Mozambique of the
regional drought have certainly affected the country’s ability to
meet some of the economic targets set in the PFP. Nonetheless,
the overall ESRP strategy remains unchanged. This letter focuses
on the policy areas within the ESRP framework which were agreed
upon as the basis for USAID assistance in food and agriculture:
agricultural marketing and pricing policy, divestiture to the
private sector of state farms and agriculture-related state
enterprises, private sector networks for agricultural inputs and
related services, pricing and distribution policy for petroleum
products, and access to foreign exchange. Following is a summary
of progress made in these areas in the past year, and of intended
policy measures for the coming year.
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In the wake of significant price and non-price marketing
liberalizations made in 1990 and 1981, there has been some
evidence of both increased domestic agricultural production and
more competitive commercial activity serving both urban and rural
areas. As intended, the Government in October 1981 adjusted the
producer floor prices for key food crops based on import parity
prices then prevailing, in order to maintain minimum price
incentives to production and marketing. In addition, some
progress has been made this year on increasing the official
prices for commercial food aid commodities (such as maize) to
also more closely approximate import parity prices, because the
Government does recognize the potential disincentives to
increased domestic food production and marketing that subsidized
prices for commercial food aid represent.

With respect to domestically produced rice, in 1981-92 the
Government had intended to move this commodity to the floor prLge
system, and allow prices at all other transaction points to -
reflect market demand and supply. However, because of the impact
of the drought in rice-producing areas of Mozambique as well as
uncertainty as to food aid rice supplies this year, the
Government has not yet proceeded with price liberalization of
-this commodity. Instead, in July 1982 revised rice prices were
announced which are based on import parlty and approx1mate open-

market prices for commercially imported rice.

With technical assistance provided by USAID, the Government has
begun to monitor and analyze food market supplies and prices at
various transaction levels, in order to assess the impact of the
marketing liberalizations of the past three years. Non-price
constraints to marketing which are being analyzed include, among
others, lack of transport availability and licensing
requirements. An important additional step in liberalizing food
marketing was taken in 1991-92 through the establishment of a
system for pre-qualifying enterprises, including private sector
companies, to be direct consignees of commercial food aid. This
change has contributed to a wider participation in key food
marketing transactions which should lead through competition to

reduced transactions costs.
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In 1992-93, the Government intends to complete the liberalization
of rice prices by indicating only a minimum producer price based
on import parity and a comparable parity-based price for food aid
rice, and freeing prices of both domestic and imported rice at
all other marketing levels. To address transportation-related
constraints to marketing, the Government intends to (i) develop
and begin to implement a program for privatizing a number of
Government owned or m=znaged truck fleets, including those of
AGRICOM, DPCCN, and CAMOC; and (ii) 1lift all fixed tariffs for
private road transport, to permit private trucking services to
negotiate costs based on local conditions. Finally, the
Government also intends in 1892-893 to continue to analyze, and to
identify corrective measures to relieve, non-tariff barriers to
increased private sector marketing activities such as
wholesaling, storage and stocks, processing (including milling),
arnnd transport from surplus to deficit regions.

Recognizing that improved land access and tenure security is a-
critical factor in encouraging investment, growth, and -
sustainability in agriculture, the Government has taken
significant steps in this area during the past year. The
closure, restructuring, and divestiture of state farms and
agriculture-related state enterprises has continued on a case-by-
case basis. In addition, the Government has also begun to
address broader land policy issues through the establishment of a
high-level, semi-autonomous Land Commission. The start-up of
this Land Commission has benefited from assistance provided by
USAID, and the Government hopes that such support can continue to
inform the complex tasks facing the Land Commission.

In 1992-93, the Government intends to maintain credit and subsidy
ceilings for state agricultural enterprises as established under
the ESRP and to continue closures and divestitures of state farm
lands to private operators, including family sector farmers. The
Land Commission’'s tasks include developing and implementing
guidance and procedures to improve the transparency of this
divestiture process. Furthermore, the work of the Land
Commission is expected to lead in 1882-93 to recommendations on
the structure and role of a more permanent National Land
Commission to address land issues in Mozambique; this is a most
pressing need as the Government looks forward to the prospects of

peace and stability.
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Another objective of the Government's agricultural development
strategy is to enhance the reach, competitiveness, and viability
of private sector networks providing agricultural inputs and
services to farmers nationwide. The USAID Commodity Import
Program has effectively supported progress toward this objective
for several years. In the past two years, import support
provided by other donors has also been increasingly focused on
the private sector. We have also noted your recent agreement to
permit more flexible utilization of U.S. balance of payments
assistance to Mozambique by significantly broadening the range of
commodities eligible for import financing. At present, private
sector competition is now permitted and encouraged for virtually
all goods and services supporting the agriculture sector, even
including such services as banking and insurance as well as more
technical services related to equipment and input supply.

In line with the overall objective of inducing increased economic
productivity, the Government will continue in 1992-93 to -
privatize management and ownership of agriculture-related state
enterprises. In addition, the Government in 1882-93 will
continue to ensure that USAID import support financing is
utilized only by the private sector, with the single exception of
any portion of this financing specifically reserved for
importation of petroleum products as discussed below.

In reference 4o reforms in the pricing, importation, and
distribution of petroleum products, the Government has taken
significant steps in 1991 and 1992 to promote increased and more
reliable access to these products at market-based prices. Pump
prices for both gasoline and diesel, although still fixed, have
been increased regularly and frequently to reflect full import
parity at the market exchange rate. With USAID sassistance, the
Government completed an analysis of the market for avgas in
Mozambique, and has begun implementing recommendations for
deregulating the importation, distribution, and pricing of this
product. In 1992-383 the Government intends to continue this
process by allowing private imports of avgas and, by January
1993, amending relevant laws and regulations to permit its free
importation and distribution. An important aspect of this
process of liberali:ation for avgas will be for the Government to
moriitor and analyze its impact on prices and availability of this
product, as we consider the steps and timing for similar
liberalization for other petroleum products. Based on the avgas
experience, the Government specifically intends in 1892-93 to
develop proposals for moving toward a free market in the domestic
distribution of diesel fuel and gasoline.
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One of the most critical factors for private agricultural
activity is market-based access ' to foreign exchange; progress in
this area also has been significant, despite the complexity of
Mozambique s transition toward market-based financial structures
and the still massive insufficiency of foreign exchange available
to meet all the urgencies of this devastated economy. In 1991-92
the secondary foreign exchange market was expanded to include
non-traditional exports and an extremely wide range of commodity
imports, thereby reducing the categories of goods to which the
fixed official exchange rate applied, even as adjustment of the
official rate continued to bring it closer to the market rate.

As well, in April 1992, the official and secondary market
exchange rates were unified in a new market rate which fluctuates
according to supply and demand. Finally, the Government has
begun to permit private sector participation in foreign exchange
operations and to encourage truly commercial, including privately
owned and managed, banking operations. -
In the coming year, the Government intends to (i) maintain and
improve private sector access to foreign exchange through the
mechanisms described above, (ii) streamline and make more
transparent the procedures for commercial banks to access foreign
exchange based on market rates, and (iii) analyze more deeply the
constraints to a truly functional commercial banking sector and
set priorities, within the framework of the ESRP, to address

these.

In conclusion, the Government reaffirms its intention to pursue
the food and agriculture sector policy objectives identified in
the Policy Framework Paper and in the specific USAID agreements
and previous Letters of Intent cited above. We intend to take
significant steps in 1992-83 toward achievement of these
objectives. These actions will in large part depend on USAID's
continuing support, both financial and techniczal, in this sector.
We look forward to continuing our close and productive
collaboration.

Sincerely,

Jacinto Soares Veloso
Minister of Cooperation



