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IDP fundJ.ng J.S hereby J.ncreased to $13.5 mJ.l1J.on and PACD extended to 12/~1/95 to
extend and expand actJ.vJ.tJ.es J.n suppOrt of polJ.cy reforms J.mplemented under the
PrJ.vate Sector Support Program (656-0208)
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ACTION MEMORANDUM FOR THE ACTING DIRECTOR, USAID/HOBAHBIQUE

From: Cheryl ~~hY, Program Offl.cer

/
<! (

fP-trh F 1)5F/~-"'r

~03IjJ_

SubJect: Prl.vate Sector Support Technl.cal Assl.stance
ProJect, 656-0218

Act1.on: Your approval ~s requested to amend the author~zat~on

for the Prl.vate Sector Support Technl.cal Assl.stance ProJect, 656­
0218, to l.ncrease the ll.fe-of-proJect (LOP) fund~ng from $3.5
m~lll.on to $13 5 ml.lll.on, to extend the ProJect Assl.stance
Completl.on Date to December 31, 1995, and to make related changes
to the ProJect

DLScussion: The Prl.vate Sector support Technl.cal Assl.stance
ProJect (PSS/TA) was authorl.zed l.n August 1989 Wl.th an LOP of
$1.5 ml.lll.on, l.n conJunctl.on wl.th A.I.D./Washl.ngton's PAAD
approval of the Prl.vate Sector Support Program (PSSP, 656-0208).
As orl.gl.nally concel.ved, PSS/TA was to provl.de for (l.) USAID
contract staff to monl.tor the progress of the Government of the
Republ1.c of Mozambl.que (GRM) on the PSSP poll.cy reform agenda and
also to manage dl.sbursements under the PSSP-funded Commodl.ty
Import Program; (l.l.) external evaluatl.on and audl.t of the PSSP;
and (1.l.l.) a serl.es of "snapshots" of poll.cy reform l.mpact,
obtal.ned through short-te~ consult~cies.

In March 1991 the PSS/TA was amended t.o increase the LOP to $3
ml.lll.on and provide for policy-related assistance in a longer­
term and more collaborative mode than originally planned. This
change in mode was necessary to allow the PSS/TA activities to
contrl.bute to improving the GRM's own capacity to pursue the

t~_ poll.cy reform process.

In Aprl.l 1992 the proJect's LOP was l.ncreased to $3.5 ml.lll.on to
perml.t a modest expansl.on and extension of a few ongoing
actl.Vl.tl.es whl.le future support for Mozambique's aqriculture­
related poll.cy reforms, planned f.-OJ;....a FY 1992 obliqatl.on, was
developed, approved, and l.ni~iated.-

USAID had planned on combl.nl.ng l.n FY 1992 the resources from P.L.
480 Tl.tle III and Development Fund for Afrl.ca (DFA) non-proJect
and proJect aSSl.stance l.nto a maJor three-year program whl.ch
would more tl.ghtly l.ntegrate our substantial commercl.al food al.d
program Wl.th efforts ongol.ng under the PSSP to rationall.ze the
markets for domestl.C agrl.culture and for food commodl.tl.es l.n
general However, consl.deratl.ons ral.sed durl.ng the preparatl.on
of a PAIPjPID for thl.s new l.ntegrated program led to a decl.sl.on
to postpone the new actl.V1ty to FY 1993 to allow the Ml.SS10n to
more fully analyze poll.cy areas whl.ch w111 be key to the poll.cy
reform agenda of the new program (See Maputo 2362, contal.ned 1n
Annex B of the ProJect Paper Amendment.) The l.mp11catl.ons of
thl.s decl.sl.on requl.re mod1f1catl.on of the proJect assl.stance
prov1ded through the PSS/TA.

IJf~rAVAILABLE CO;.-y
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The ProJect Paper Amendment details these changes, which include
(1) extended and expanded pol1cy-related research and analys1S;
(11) tra1n1ng act1v1t1es related to the PSSP pOl1Cy reform
agenda; (111) techn1cal adv1sors to the GRM 1n two key pol1Cy
reform areas -- transportat10n and food secur1tYi and (1V)
cont1nued 1mplementat10n management and 1mpact mon1tor1ng,
1nclud1ng add1t1onal short-term pOl1cy analyses.

The extens10n of the PACD from June 30, 1993 to December 31, 1995
w1l1 allow for complet10n of the research act1v1t1es and the
techn1cal ass1stance contracts 1n1t1ated pursuant to th1s
amendment, and thereby prov1de the br1dge to the act1vit1es of
the 1ntegrated-program descr1bed above and now planned for aFY
1993 wt1al obhganon

The first mcrement of the PSS/TA fundmg ($598,000 m FY 1990) was obhgated through
dIrect A I D contracts WIth mdlV1duals and msntutlOns Subsequent mcrements ($1,902,000
m FY 1991 and $1,000,000 to date m FY 1992) were obhgated through a Project Grant
Agreement Wlth the Government of MozambIque The additIonal $10,000,000 m FY 1992
funds proVIded pursuant to thIs amendment will be obhgated through an amendment to the
PrOject Grant Agreement In sum, $13,500,000 will have been proVlded over the hie of the
proJect, although only $12,902,000of thIs amount will have been obhgated through the
bJ.1ateral project agreement. - :;':' l ~'- ;'

1" j-J,... ..... "" "")--4~
~ J-r -- 1;., 1: 1 ~

.,....... if l1~4\~t ... 1:('~: .,.,...... v "'V~

The followmg speaal conS1deratIons are relevant to your review and approWl'bfti, - -- p

memorandum: - ~~ ,,>":> - }
.... -t.,~)A l,.'!J ,;J~rr! f".., ~ f

(f"''''~ ...

'- Notlficanon to Congress. The U.S. Congress was duly notified of" ->- • • fa-'" r ~
- obhgate addlnonal funds for the PSSfrA Project A Congresstonal NotificalioD whicll

cleared Wlthout obJectlon on July 15, 1992 pemnts obhgatlons up to $13.5 mi1hon

Host Country Contnbunon Pursuant to FAA Section 110, the reqwrement for a host
country contnbunon of2S~t"oftotal project costs 15 consldered to have-beeA liietfor . ~ - --"

i r'l!" .... -""' .... ;,.."",-""1;

the PSS/TA Project through the-etmtnbutlon from counterpart funds generated by1he pssp- - 1-

non-project asSIStance. Even With the mcrease m project fundIng under thIs amendment,
through these local currency generanons used m support of the sector pohcy reform program,
the GRM IS contnbubng well over 25 percent of the mcreased total pl'OJect fundmg
Consequently, no mcrease m the GRM contnbunon 15 necessary under thIs amendment.
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ImtJ.al Envrronmental Exammatlon The Afnca Bureau EnvIronmental Officer has
approved a NegatIve Determmatlon for thIs project as amended Wlth the proVIsIon that a
specIal study will be earned out early m the project amendment ImplementatIon that will
IdentIfy any long-term envrronmentallmpacts of the polIcy reforms supported by the project
and proVIde for ffiIugatlOn by the GRM The lEE IS mcluded as Annex E to the Project
Paper Amendment

Authonty: DOA 551 SectIon 4 A (2) authonzes you to amend project authonzatIons
executed by any A I D offiCIal proVIded that the amendment WIll not result m total LOP
fundmg of greater than $30 mIllion, present slgmficant polIcy Issues or deVIate from the
ongmal project purpose, or requrre Issuance of WaIvers that may not be approved by you
None of these restnctIons apQ!1es here DOA 551 SectIon 4 A (3) authonzes you to approve
extensIOns of the hfe of a proJect, proVIded that the extensIOn does not result m a new total
hfe of project of more than ten years DOA 551 SectIon 5 B authonzes you to negotIate
and execute amendments to project grant agreements WIth foreIgn governments

... oJ'_.L,.. __

~ -

Disapproved" _

Approved

Date

Recommendation: That you approve and authonze the PrOject Paper Amendment No 3 to
the Pnvate Sector Support Techmca1 ASSIstance Project, mcreasmg the LOP fundmg to $13 5
nulhon and extendIng the PACD to December 31, 1995, by Slgnmg below and by Slgmng the
PrOject Authonzanon Amendment No 3 and attached Project Data Sheet.

Attachments
1 PrOject Authonzanon Amendment No 3 and Project Data Sheet
2 Project Paper Amendment No 3

Drafted PRM~JUL92
Cleared ARD D McIntyre (draft, 20AUG92)

CONT G Jenlans (draft, lOSEPT92)
AlDD B Dodson (draft, 24AUG92)
RLA T RIedler (draft, 15JUL92)



PROJECT AUTHORIZATION AMENDMENT NO.3

Name of Country

Name of PrOject

Number of ProJ~t

MozambIque

Pnvate Sector Support TechnIcal
ASSIstance

656-0218

1 Pursuant to the ForeIgn ASSIstance Act of 1961, as amended, and the provIsIons of the
appropnatIons headmg "Sub:'Saharan Afnca, Development ASSIstance" contamed m the
ForeIgn OperatIons, Export Fmancmg, and Related Programs Appropnatlons Act of 1989,
the project component of the Pnvate Sector Support Program for the Repubhc of _
MozambIque was ffilOal1y authonzed on August 24, 1989 and amended on March 18, 1991
and on Apn115, 1992 That Project Authonzaoon as preVIously amended IS hereby further
amended as follows

(1) In paragraph 1, the phrase "not to exceed $3,500,000" IS replaced WIth the phrase
"not to exceed $13,500,000" and the phrase "The planned hfe of the project IS three
years from the date of wt1al obhganon" IS replaced WIth the phrase "Except as
A.I D may otherwISe agree m wntmg, the planned -life of the project IS

approXImately SIX years from the date of mitial obhgatton."

(11) In paragraph 2, the phrase "technical assistance and related support for research
and pohcy development" IS replaced Wlth the pblase -technIcal 3SS1stance, trammg,
and related support for research "'and polwy development."

t_~

.-
2 Except as amended herem, the referenced Project Autbonzanon as prevIously amended
remams m full force and effect

Jo1Ul- • Miier
~amg DIrector

USAIDlMozamblque

Date~
Drafted PRM~8JUL9l ft.
Cleared PRM c1J~~~y~ 1o~,t17/

ARD D McIntyre (draft, 20AUG92)
CONT G Jenlans ~ lilrel'i"-­
A/DD B Dodson(draft, 24AUG92)
RLA T R1edler (draft, 15JUL92)
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ProJect Paper Amendment l

Mozamb~que Pr~vate Sector Support Techn~cal Ass~stance ProJect
(656-0218)

1 Introduct~on

Th~s ProJect Paper Amendment mod~f~es the Pr~vate Sector Support Techn~cal

Ass~stance ProJect (PSS/TA, 656-02l8) to extend the proJect ass~stance

complet~on date (PACD) to December 31, 1995 and ~ncrease the l~fe of proJect
(LOP) fund~ng from $3,500,000 to $13,500,000, ~n order to (~) cont~nue and
expand support for research and analys~s, (~~) prov~de for tra~n~ng

act~v~t~es, (~~~) prov~de techn~cal adv~sors to the Government of Mozamb~que

(GRM) ~n key pol~cy reform areas, and (~v) prov~de for ~mplementat~on and
~mpact mon~tor~ng and for short-term pol~cy stud~es

2 Background

a The Pr~vate Sector Support Program (PSSP, 656-0208)

The PSSP was ~n~t~ally author~zed Ln August 1989, and has to date prov~ded

$53,440,000 ~n non-proJect DFA ass~stance to support reforms ~n pr~c~ng,

market~ng, and related polLc~es affect~ng agr~culture ~n Mozamb~que Funds
have been d~sbursed through a commod~ty ~mport program (CIP) enabl~ng pr~vate

sector ~mporters and d~str~butors to prov~de a range of commod~t~es needed by
pr~vate sector agr~cultural producers and market~ng agents In add~t~on,

about $10 m~ll~on of the PSSP-CIP has been used to spec~f~cally f~nance

petroleum ~mports The purpose of the program ~s to ~mprove ~ncent~ves for
pr~vate sector agrLcultural product~on ~n order to enhance the pr~vate

agr~cultural sector's product~on and ~ncome.

The pol~cy reform agenda on wh~ch the PSSP ~s based (presented ~n Table 1)
addresses s~x fundamental constra~nts to pr~vate agrLcultural product~on and
market~ng Th~s agenda was negot~ated w~th~n the GRM-IMF-IBRD polLcy
framework paper (PFP) ~n support of the government's own Econom~c and Soc~al

Rehab~l~tat~on Program

IproJect paper approved August 1989 (along w~th the PAAD for 656-0208
NPA), Amendment no 1 approved March 1991, Amendment no 2 approved Apr~1

1992

3
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I10ZillblQue Pnvate Sector Support Proqraa 1b56-Q2OBI
SuMary of Pollcy ObJectlves and Workplan
August 1992 RevlSloo

Table I

Page I of 3 Pages

r

Pll ICY ARfAS 1989/90 1990/91 1991/92 1992/93 PiLICY INDlCATOOS IIflACT ItilllCATOOS IlEiWS (f VERIFlCATlIIl
I

Agncultural OBJECTIVE To laxlllZe the Ilberallzatloo of ttE agncultural prmng systl!l and, for crops llhere full deregulatloo lay
PnClng not be presently feaslble, 1Oshtuhooahze procedures for baSIng agncultural pnces m IIlIrld panty
Pollcy I

I

- Adjust producer floor prlces • Assess llpact lIlI productlllll
to lalntun panty base and larketlng of the pnee I

changes lade to date, 1nclu·
dlrtg yell~ corn food iud

a lIaue,
beans, nce

b Cash crops

c ConSllEf"
pnces

- Establlsh panty producer - l10ve "hIte leUze to panty-
pnces, plan for floor pmel based producer floor pnce
systl!l systl!l, cootl/llle panty-
lNote beans actually lOved based producer floor pme
to floor pnce 10 198'1 I for beillS, adjust panty­

based producer prlee of
nce, assess lllpiCt and like
rec.-endatlllls re nce

Estabhsh panty-based floor - Adjust floor pnces to
pme systel 1i1nta1n panty bise

- Deregulilte ClIlSUler pnce
for IItute liue, ilSsesS 1.­
pact, like rec~tllllS

re beans.nl nce

- Adjust floor pnces to
1i1nta1n panty base

- Deregulate Clll!illll!r price
for nee by January 31,
1992

- for all crops lIhose pnces
cannot be fully deregulated,

I adjust floor pnces to
li1ntiln panty base at
aarket exchange rate

I I
- Explore optlllls and develop

progr. for IOv1ng to
panty-based prlClng for
CllIErual food ild

- Pme Changes amI announce- • Productlon Increases 00
IelJts fally and cllIIIerclal farlS

• Farl lDCOIE! lDcreases 00

taally and cOlll1l!rclal faras

- I10re consistent supply
In aarkets throoghoot year

- Reduced voIatlll ty In
open aanet coosuaer prices

- Produchllll statlsbcs by
crop, proYloce, farl type

I

- Selected household and
fara surveys

• Selected larke~ surveys

- Selected aarket surveys

I,

- Productloo estllites by
crop In selected dlvest!­
tlture areas through rapld
recDlVla1ssance iIId case
Studies

- Stahsbcs m actual and
planned divestitures

- ~lecteO tar. iIIIiJ ~hold
s..."VIlVS

- IIInouncl!lleflt of Land
CouISSloo

- Declared pollCles 00 land - FarIS privatized or closed
red1str1butloo lncludlDg dl-
vestlture and tltllng proce- - Production Increased 00
dures divested farls

- Ilpll!lel1t analYSiS prograa - 1'Ia1nta1n credIt and subsIdy /- !lalntaln credit and subsidy
00 tenure ISsues cell1ngs for state agncul- I celllrtgs for state agncul- - Developaent and prlllOhllll of - Far. lncOle lOcreased

tural enterpnses turill enterpnses d1vestlture prograa

- Continue closures and dIVes­
/ btures of state farlS

- CoIplete desIgn of USAID- - ContlOUe illlilyS15 of dlves- I

fInanced progr. for dives- I bture exper1ence and devel- - Const!tute a Natlooal land
t!ture polley r'!seMch and flIIEI1t of pollCles and CoM1SSI00 to address land
analyslS gUldellnes • ISsues

/- Develop, iIIIflllllllCe, llple- - Develop, tVVIOUl1Ce, lipleeent
lII!flt procedures to 1IICrease I procedures to lncrease
transparency of divestiture I transparency of dIvestiture
process process

- Coaplete terlS of reference
for addltlooal tenure ana­
1yses and dmgn of dlves­
tl ture prograa

- Idenhfy ISSUes and pollCles - CoIplete general dlvestlture
to be addressed In dlvesh- prograa desIgn - Conbooe divestitures
ture prograa

I

OBJECTIVE To develop and 10ltlate the llpll!llefltatlm of an actllll plan llndudlDg supportlng pollCles for ratlmal land
redlstnlJUtloo, hthng, and reglstratlool to redlstnbute state farE to cllIErc1al and filllly filrll!rS

I I

2 Dlvestlture
of State
FarIS

a Planmng and - Contlnue case-by-case dl-
llpleEl1ta- vestltures of state farlS
tloo

~

~



I'IllLalOlQue Pnvate Sector Support Progrill (65b-Q208J
SuMary of POIICy ObjectIves and Morkplan
August 1m Revlslon

fable I

i
Page 2 of 3 Pages

".

PelICY AREAS 1989/90 1990/91 1991/92 1992/93 PIllCY lNDlCATffiS IMPACT lNDlCATlJlS I£ANS lJ VERIFlCATIlIl

J Pnvate Agr OBJECTIVE To dellOOstrate the effechveness and Vlabillty of pnvate sales and servm netMorks for provIdlng agncultural - Percentage of pnvate COl"" - Wlder and better access to
Sales and Inputs to cOllerml and falily farlfrs throoghoot the country • panles/traders partlClpahng agmul tural Inputs
SerYlces In progral

- Expans1"" ;:> nnvah.atIon

- StahstIcs on JlUIbers of
pnvate llporters and
dealers by Input type and
prOVInce

- ltilntun private aportldls- - ltilntaln private llportldls- - EllllnatIoo of credential
trlbuhon of AID-hnanced tnbutlon of AID-hnanced systea for end users
ca.xlihes (ex petroll!Ull. CllllOdltles (ex petroll!Ull

I

- Cootlnue prIvahzahon of - Contlnue clOSIng or pnva-
ag-related state enterprises tIung of ag-related state

enterpnses

a For llpor­
ters and
dlstnbutors

o For end­
users

Continue prIVate IlportatIon - AI D C~I ty llports
and dIstribution of all fully prIvate (except for
AI D CCMldI tIes, exeap- petroII!I.IIII, plan to PrlVil-
boo for lubncants and tIze ag-related publlc
hll ted spares enterpnses

- Replace Wl adilnistratlve - l\cuntain
allocatIon systel WIth
dIrect private sales

- Conhnue dIrect prlvilte
sales to end users - ContInue dIrect pnvate

sales to end-users

- Salpllng of farter attltudes
tOllilrd supply netllllrks I

- SiIIpilng of dealers to
assess constralnts to ex­
panSIon

4 kcess to
foreIgn
Exchange

OBJECTIVE To estabhsh a process of testIng fomgn exchange allocatlon optlons that 11111 Increase the access of pnvate - IlpletlelltatIon of FX alloca- - IncreaSed access to fomgn - Surveys of FX buyers iIIId
entrepreneurs In the agmultural sector to foreIgn exchange and InstItuhonahze aarket SIgnals as an allocatloo tIon ophons agreed upon excnange at Ilarket- sellers to deterll/ll! pnvate
IfChanlSi I III th donors deterllned price sector access to FX

- Trends In bank and parallel
exchange rates

- Range of ehgible sectors
and CllllOdltIes, and volUleS
of FX avaIlable at aarket­
deter.Ined price, Increased

- I'nalyze constmnts to
a flllcbooal clllll!rt1al
banklllfJ subsec:tor and set
pnonbl!S to address thea

I

- !'alntU/l private 'sector
access to FX thru Jll!II

foreIgn exchange aarket
rates (tIed aId and untIed
IIlndollsl

- Estabhsh "negatlve hst"
for Ilports at oUmal ex­
change rate, lOve 1ltJ1­

trillitIonal exports to ItSC

- LOlfy oUmal and IlSC ex-
change rates by !'arch 1992 - Develop plans for' aarket-

based allocaboo of H' thru
cllMl!f'Clil banks- Develop plans for aarket­

based allocatlon/prlClng of
FX follOlllng UJllhcatloo

- Evaluate effectlveness of
00l tml (lllth Imll 1I1th
USAID folllllH!JlJ

- If tnal IS generally suc·
cessful, Dllfy and expand
ellgible sectors UIlder (6.,

othenllse fO"--llate Jll!II

optIons

a AllocatIon - Establ1sh hllted tml of
aecnanlSi 001. systea

.-S)

'"



I10zaablque Pnvate bector Support Prograa (656-02001
bUllary of Pollcy ObjectiVes and IIorkplan
Iligust 1992 Remllln

Table 1

Page 3 of 3 Pages

~

Pfl.!CY AREAS 1989/90 1990191 1991/92 1992/93 PIlICY INDlCATIJlS II'fACT INDlCATOOS tEIWS [f VERIFICATIlli

OBJECTIVE To reduce restmtloos 00 cOilpetlhve pnvate sector tride and transportatloo serVIng agncultural produc~rs In - Announceeent and prOlOhoo
Cabo Delgado, Naapula, and laabeZla provlhCes I of deregulahons

5 Private
llarkehng
Channels

a I10vetlellt 0f
COllOdIhils

- Resnnd regulatory restnc- - Assess llpaCt
hoos 00 lnter-dlstnct and
Inter-provlhClil lOVeIellt of
agmulloral CDModlues

I

- Develop prograa for pnvah­
zahm of parastatal truck
fleets lOORIWl, DPCCH,
CAItx:, posslbly TRtt4SCARliIlI

- Increased nUlber of actIve
traders and transporters

- I10re cooslstent supply of
clllllcxll tles In aarkets
throoghout the year

- SaJphng of traders/trans- •
porters/larlers

- llarket surveys

o I/holesahng

c Licensing

- Open dlstmt IItolesahng
opportllllhes to any
hcensed tralIer deslr1ng to
cOIfIl!te
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GRM progress on pol~cy reform benchmarks has been sat~sfactory ~n every year
of th~s program~ Nonetheless, as d~scussed ~n the March 1992 PSSP evaluat~on

report (see Annex A) and ~n the May 1992 report on pol~cy reform progress (see
Annex B), the reach of these reforms and the~r ~mpact remaln l~m~ted due to
both war-related ~nsecur~ty, compounded by the devastat~ng drought affect~ng

the country, and ant~-market hab~ts entrenched ~n the burecucracy In support
of the M~ss~onts overall goal of ~mproved food secur~ty, USAID plans to
cont~nue to prov~de pol~cy reform-or~ented support to Mozamb~que for extend~ng

and strengthen~ng pr~vate product~on and market~ng channels

USAID had planned on comb~n~ng ~n FY 1992 the resources from P L 480 T~tle

III and DFA non-proJect and proJect ass~stance ~nto a maJor three-year program
wh~ch would more t~ghtly ~ntegrate our substant~al commerc~al food a~d program
w~th efforts ongo~ng under the pssp to rat~onal~ze the markets for domest~c

agr~culture and for food commod~t~es Ln general However, consLderatLons
ra~sed dur~ng the preparatLon of a PAIPjPID for th~s new ~ntegrated program,
as well as the need to d~vert attent~on and resources to the drought, led to a
dec~s~on to postpone the new actLv~ty to FY 1993 Th~s postponement allows
the M~ss~on to more fully analyze such areas as f~nancLal sector (and bank~ng

sub-sector) and transportat~on pol~cy reforms wh~ch w~ll be key to the pol~cy

agenda of the new program

Thus, ~nstead of a f~rst tranche of fund~ng for a maJor new NPA act~vLty ~n FY
1992, the MLss~on w~ll provLde an add~tLonal $8 m~llLon under the PSSP and
extend ~ts PACD, based on addLt~onal benchmarks under the ex~stLng POlLCy
agenda (these also appear ~n Table 1), ~n order to provLde a brLdge to the new
Lntegrated program now planned for FY 1993 The Lmpl~cat~ons of thLs dec~sLon

requ~re an expans~on of the proJect assLstance prov~ded through PSSjTA to
support the PSSP pol~cy reforms

b The Role of Pr~vate Sector Support Techn~cal Ass~stance

As d~scussed ~n prev~ous PSSP and PSSjTA documentat~on, although the GRM has
persevered s~nce 1987 ~n restructurLng from a centrally planned to a market­
based economy, the country has an extremely l~~ted capac~ty e~ther to
develop, analyze, and formulate pol~cy opt~ons, or to mon~tor ~pact of the
pol~cy reforms undertaken USAID recogn~zed that the pol~cy reform progress
under PSSP would depend cr~t~cally on help~ng key elements of the government
to ~mprove th~s capac~ty, and dec~ded to prov~de fund~ng for th~s purpose.

To date, $3 5 m~llLon Ln ~Y 1990-92 DFA funds have been provLded under PSS/TA
for act~vLt~es ~n d~rect support of the pol~cy reform agenda of PSSP These
act~v~tLes have fallen ~nto three categorLes (~) research and analys~s ~n

support of PSSP pol~cy reform (approxLmately 76 percent of the $3 5 m~ll~on

LOP), (~L) d~rect USAID mon~torLng of PSSP ~mplementatLon and ~pact (about 19
percent of LOP), and (~~~) PSSP evaluat~on and aud~t (about 5 percent of LOP)

c Recent Developments

(1) The FLnanc~al Sector

The ~ncreased ava~lab~l~ty of f~nanc~al serVLces ~s absolutely essent~al to
the development of markets servLng agr~culture ~n Mozamb~que To the extent
that formal f~nanc~al serVLces ex~st at present, even ~n maJor urban areas,
they tend to be ~neff~c~ent, expens~ve, unrespons~ve to the chang~ng econom~c

s~tuat~on, and d~ff~cult to access except for a blessed few (on the other
hand, ~nformal f~nanc~al serv~ces are w~dely used) W~th recent

2See cabled progress reports on pol~cy reform progress 90 Maputo 1336,
91 Maputo 1282, 91 Maputo 2221, and 92 Maputo 2362
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I1bera11zat10ns 1n pr1c1ng and other po11c1es 1ntended to prov1de 1ncent1ves
to 1ncrease agr1cultural product1on and market1ng, the absence of f1nanc1al
serV1ces has emerged as an 1ncreas1ngly 1mportant constra1n~to renewed
commerc1al act1v1ty and 1nvestment

From the perspect1ve of prov1d1ng "normal" serV1ces and funct1ons,
Mozamb1que's formal f1nanc1al sector 1S largely defunct, 1t prov1des almost no
check1ng serV1ces, few t1me depos1ts, no 1nterest (regardless of advert1sed
rate) and sporad1c l1qu1d1ty on demand depos1ts, and no med1um- or long-term
lend1ng Problem areas 1nclude exchange rate pol1cy, fore1gn exchange
management, bank1ng serV1ces, 1nsurance serV1ces, cred1t, and the present
structure of the bank1ng sector 1tself The recent World Bank F1nanc1al
Sector Study3 has prov1ded background 1nformat10n and analys1s as well as a
focus for donor and government attent10n 1n the sector Important changes so
far 1n 1992 have 1ncluded Spl1tt1ng the former Bank of Mozamb1que 1nto a
central bank and a commerc1al bank, open1ng up the former parastatal monopoly
on 1nsurance to pr1vate ent1t1es, announcement of a new fore1gn exchange
management system and exchange rate pol1cy, and announced 1ntent10ns to seek
not only fore1gn partners for the state-owned commerc1al banks but also new
fore1gn banks What these changes, and others planned or hoped for, w1ll mean
to pr1vate entrepreneurs 1n the food and agr1culture sector 1S currently
unclear

(2) Food secur1ty Po11cy

The PSSP has been a maJor element of USAID's Country Program Strateg1c Plan,·
whose long-term goal 1S lIDproved food secur1ty 1n what 1S at present the most
food-def1c1ent, a1d-dependent nat10n 1n Afr1ca, 1f not the world Annex C
conta1ns an analys1s of Mozamb1que's food secur1ty s1tuat~on and of government
and donor po11c1es and programs 1n support of 1mproved food secur1ty Wh1le
the government's food secur1ty strategy emphas1zes 1nves~ment 1n future
econom1C growth and tr1es to m1n1m1Ze welfare programs wh1ch create long-term
dependency, the degree of absolute poverty 1S so extreme -- and so qu1ckly­
worsen1ng due to drought and cont1nu1ng war-related d1srupt10ns -- that the
government and donors cont1nue to try to set up "safety net" programs that can
help people surV1ve

However, the 1ssues of food secur1ty wh1ch are of concern to the government
have ceased to be s1mply 1ssues of receiv1ng and d1str1but1ng food a1d. The
FAO and the World Bank, as well as USAID and a number of other b1lateral

- donors, have been work1ng w1th the government to develop a more coord1nated
and targeted approach to food secur1ty and nutr1t10n mon1tor1ng, 1nformat1on
shar1ng, analys1s, and pol1Cy formulat10n An 1nter-m1n1ster1al team
(agr1culture, health/nutr1t10n, and commerce) has collaborated to prepare a
report for the upcom1ng U N Internat10nal Conference on Nutr1t10n (Rome,
December 1992) By the end of 1992 an 1nter-sectoral "food secur1ty pol1cy
un1t" 1S to be created 1n the Nat10nal Plann1ng Comm1SS10n (the adv1sory
M1n1stry to the Pr1me M1n1ster), w1th strong l1nkages 1nto agr1culture,
health, commerce, the pr1vate sector (1nclud1ng NGOs), and the un1vers1ty
Nonetheless, desp1te much progress 1n understand1ng the factors 1n
Mozamb1que's precar10us food secur1ty s1tuat10n, the cr1t1cal role of markets
1n 1mprov1ng th1s s1tuat1on 1S st1ll very poorly apprec1ated and often
neglected 1n government and other donor po11cy d1scuss1ons and programs

3Mozamb1que F1nanc1al Sector Study, Report No 10269-MOZ, The World Bank,
January 10, 1992 ("yellow cover draft)

4USAID!Mozamb1que Country Program Strateg1c Plan FY 1990-92, February
1990

8



,

(3) Market Development

S~nce food pr~ces began to be £reed LO-1990 and ~portant non-pr~ce market~ng

restr~ct~ons were l~fted ~n 1991, dramatLc changes have occurred ~n food
markets, most vLs~bly Ln Maputo The astoundLng Lncrease ~n Lnformal petty
trade, on street corners and Ln hundreds of open a~r markets (dumba-nengues),
has been a crucLal survLval factor for thousands of poor households as well as
a boon to poor consumers who now have nearly round-the-clock markets
SLmLlarly ~n some rural areas, Lt~nerant traders have begun to offer
competLt~on to establLshed merchants, to the benefLt of small-scale
agrLcultural producers, many of whom depend on such market agents for food
purchases as well as for sales WLth the eased avaLlabLILty of foreLgn
exchange through the secondary exchange market establLshed Ln late 1990,
commercLal Lmports of rLce, corn meal, and many other food commodLtLes
formal and ~nformal, large-scale (shLploads) and small-scale (pLck-up
trucks) -- have become common, although ~n aggregate these ~mports are stLII
extremely small compared to market requLrements DevelopLng market
specLalLzatLon LS eVLdenced by vLs~ble wholesale markets and related serv~ces

(such as mLIILng) Even ~n the case of commercLal food aLd commod~tLes, the
government has begun to allow d~rect consLgnments to some prLvate sector
operators

Nonetheless, there remaLn many polLcy-related d~sLncentLves to the
cont~nuat~on of such steps toward Lncreased competLtLon, Lmproved effLc~ency,

and reduced costs to consumers These dLsLncentLves Lnclude unclear and
restrLct~ve lLcens~ng procedures for dLfferent types of marketLng agents
(~mporters, transporters, wholesalers, reta~lers, m~llers, etc ), a
"cLrculatLon tax structure left over from the soc~al~st era whLch adds 10
percent to the commod~ty's cost at each transact~on, uneconom~c and fLxed
pr~ces and margLns on food a~d corn products destLned for maJor urban markets,
and assured access for demonstrably uneconom~c parastatals to the bulk of
commerc~al food a~d commodLtLes at these subs~d~zed prLces

(4) Transportat~on

The transportat~on constraLnt to agrLculture-related market~ng LS affected by
secur~ty rLsks, unrelLable or poor road and brLdge condLt~ons, hLgh cost of
~mported trucks and spare parts, lack of repaLr facLILtLes, and ILcens~ng, tax
and tarLff, and other regulatory restrLctLons on operatLons These factors
together have a huge impact on the cost of market1ng food and thus on both the

- pr~ces faced by consumers and the 1ncentLves to producers Even w1th the
unusually hLgh demand 1n food-deficit southern and central prov1nces 1n 1991
and 1992 due to the drought, traders could not afford the transport costs to
move down much of the surplus harvest from d~strLcts Ln the north

The World Bank has recently ass1sted MozambLque to develop a roads and coastal
shLppLng proJect based on the transport sector reVLew completed Ln October
1989 S The proposed proJect (under a $54 m1llLon IDA credLt) 1ntends to
develop LnstLtutLonal capacLty for rehab~lLtatLon and maLntenance of roads and
small coastal ports, and to Lmplement polLcy reforms Ln the truckLng and
coastal shLpp1ng sub-sectors Ln explLcLt support of agrLculture-related
market Lng USAID has been work~ng closely w1th the Bank on ~dent1fYLng pol1cy
areas to be addressed under th1s proJect, and already has fLnanced a JOLnt
USAID-World Bank team to develop specLfLc plans and tLmetables for
prLvat1zatLon of large government-owned truck fleets Other donors ~nvolved

e~ther ~n the World Bank proJect or ~n other aspects of road and coastal
shLppLng ~nclude Denmark, France, the EEC, Germany, Norway, and Sweden
InternatLonal organLzat1ons (such as WFP) and NGOs are also Lnvolved 1n

SMozamb1que Transport Sector RevLew, Report No 8656-MOZ, World Bank,
October 1989

9



locally based road ma1ntenance act1v1t1es Assoc1at10ns of pr1vate
transporters have become act1ve 1n some prov1nces, but these have not yet
proved a boon to 1ncreased compet1t10n and eff1c~ency 1n transport serv1ces

Bclsed on the recent developments descr1bed above, the proJect as rev1sed w1ll

Cont1nue and expand the ong01ng program of research and analys1s 1n
support of PSSP and related po11cy reforms,

Perm1t add1t10nal tra1n1ng act1v1t1es to bU1ld Mozamb1can pol1cy and
techn1cal capac1ty on food secur1ty-or1ented tOp1CS related to the
PSSP pOl1Cy agenda,

Prov1de pol1cy adv1sors to the GRM to supply gU1dance and support 1n
two areas cruc1al to the proJect's purpose -- transportat10n-related
pOl1Cy 1n support of market development, and 1ntersectoral food
secur1ty pol1cy,

Cont1nue the M1SS10n's mon1tor1ng of pOl1Cy development,
1mplementat10n, and lrnpact, as well as management of the commod1ty
1mport program, and

Perm1t stud1es to 1dent1fy appropr1ate pOl1Cy reform cond1t10ns 1n the
f1nanc1aljbank1ng sector and the transport sector, and poss1bly 1n
related subsectors, as a bas1s for new program support for Mozarnb1que

a Research and Analys1s 1n Support of POl1Cy Reform

The proJect w1l1 cont1nue to prov1de funds for app~ed research 1n support of
the pol1cy reforms made under the PSSP Th1s element 1S 1mportant 1n order to
(1jmon1tor the lrnplementat10n of the reforms themselves, (11)-mon1tor the
1mpact of the chang1ng econom1C enV1ronment on pr1vate farmers (both
smallholders and cornmerc1al operators) and on var10US types of market1ng
agents at all levels, and (111) deepen understanding of the constra1nts and
opportun1t1es fac1ng Mozamb1can households and the lrnp11cat10ns for food
secur1ty.

To date, PSSjTA-f1nanced research act1v1ties have centered on household
- surveys, one rural-or1ented and the other 1n Maputo's urban and per1-urban

areas, market research and estab11shment of a p1lot market 1nformat10n system,
and 1ssues related to state farm d1vest~tures Based on these, and on related
research 1n Mozamb1que supported by USAID and by other donors, the add1t10nal
research act1v~t1es planned under th1s amendment to the proJect w1ll zero 1n
on a few key ~ssues 1dent1f~ed as cruc1al to the proJect's purpose -- food and
agr1culture market development, land po11cy development, and the ~nformal

per1-urban economy In add1t10n, PSSjTA w1ll fund research on targeted safety
net programs, mak1ng a key complementary contr1but10n to pol1cy development 1n
support of 1mproved household food secur1ty

(1) Food Secur1ty -- Rural Households and Food Markets

S1nce 1990, PSSjTA has supported a program of appl1ed food secur1ty research
undertaken by M1ch1gan State Un1vers1ty (MSU) 1n collaborat10n w1th the
Mozamb1can M1n1stry of Agr1culture (MA) and the Un1vers1ty of Ar1zona The
program has centered on (1) establ1sh1ng a p~lot market ~nformat~on system to
mon~tor pr~ces and suppl~es of key commod~t~es at producer, wholesale, and
consumer transact~on levels 1n 10 s~tes (~n f~ve of Mozamb~que s ten
prov~nces) and then to analyze and w1dely d~ssem~nate th1s ~nformat~on, (~~)

analys1s of rural household character~st~cs, welfare, and constra~nts, based
on surveys 1n three d1str~cts of Nampula Prov~nce and center~ng on household
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food security; and (iii) a range of related inquiries to understand market
changes observed, including trader and miller surveys,-whole..le market
transact~on surveys, analyaia of market interactions of food~d, ~ommercial

imports, and domest1.c production, and others The publications and seminars
result1.ng from the research have made a signif1.cant contribut~on to the
development of Mozamb1.can and donor agency understand1.ng of pr1.c1.ng and
related marketing constraints, and the MA-MSU work has been a part1.cularly
important contr~utor to USAID's impact monitoring and policy dialogue
act1.V1.t1.es under both the PSSP and the P L. 480 T1.tle III food a1.d program.

Th1.s amendment w1.ll prov1.de fund1.ng to extend the MA-MSU work for an
add1.t~onal 16 months, 1.n order to

Cont1.nue research and analysis support to the pilot market 1.nformat1.on
system, expand it modestly to cover addit1.onal observat1.on sites 1.n
central and southern prov1.nces, and institut1.onal1.ze the system w1.th1.n
an appropr1.ate Mozambi~an inst1.tut1.on.

Conduct add1.t1.onal pol~cy-or1.ented research in Maputo and Be1.ra (and
poss1.bly 1.n another site), on the organization and performance of food
markets, with particular emphasis on understanding the develop1.ng
~nformal sector.

Further develop, through analys1.s and pol1.cy dialogue, prelim1.nary
proposals on reform1.ng the programm1.ng of commercial food a1.d to
support market development.

Conduct addit1.onal analyses based on the rural household survey data
to support cont1.nuing pol1.cy d~alogue on food security ~ssue8

Ass~st the Min~stry of-Agriculture to develop a program for additional
rural household research to better understand ~~ssues such a.
household food security ("coping")-strategie., the .~ructure of rural­
labor markets and off-farm enterprise, the structure and performance
of the rural marketing system, and/or factors affecting 1IIIla11holder
access to land.

(2) D~V8stiture of State Paras

..;... S~nce 1990, PSS/TA has .upported a series of re.earch activities related to
- state farm divestiture and land policy undertaken by the Land Tenure Center of

the Univers~ty of Wisconsin in collaboration with the Ministry of Agriculture
and other agencies in Mozambique. The specific questions of whether and how
divest~tures of state farm lands to private farmer. are occurring, and what
such d1vestitures mean for agricultural producer. and for the economy, are
being explored 1.n th~s research Based on the creation in May 1992 of a Land
Commiss10n to assess and make pOlicy recommend.tianax.~atingto land issues
1.n general, th1.s amendment will provide additional funding to complete th1.s
program of d1.vest1.ture-related research directly feed into the Land
Comm~SS10n's work

(3) Food Security -- Urban Household Welfare

W1.th PSS/TA funding, Cornell Un~ver.ity Food and Nutrition Group and the Food
Security Department at the Ministry of commerce have conducted a household
welfare survey of about 1,800 households in Maputo city. Analys~s of these
data w~ll reveal some of the econom1.C and soc1.al characterlostlocs of household
food securloty and offer for the florst t~e an opportunloty to predloct the
l.mpact of d1.fferent policy opt1.ons or welfare programs on households 1.n
d1.fferent income categor1.es This information, and policy d1.alogue based on
l.t, wloll help 1.n better target1.ng safety net programs to the most needy and
ffi1.n1.ffi1.Z1.ng long-term dependency on the government The f1.rst report on
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prelim1nary analysis of the survey findings will be completed in 1992. Some
World Bank funding has been provided for additional analys1s of the data over
the following year This amendment to the PSS/TA project may provid~ mode.t
add1t10nal funding to jevelop specific policy actions based on the finding.
through addit10nal analys1s or workshops.

(4) Per1-Urban Economy

W1th A I D./Wash1ngton (Afr1ca Bureau and the Research and Development Bureau)
and USAID/Mozamb1que fund1ng, a consort1um of u.S. univers1ties' has conducted
a ser1es of research activit1es in Maputo which have contr1buted to the policy
reform process by reveal1ng some of the 1nteractions 1n the per1-urban economy
between land, labor, and f1nancial markets This work has 1dent1f1~ several
aspects of these markets wh1ch have been affected by recent econom1c pol1cy
reforms on the PSSP agenda, V1Z 1nformal trading act1v1t1es, land pressures
and d1sputes affect1ng agricultural producers, and the role of 1nformal
f1nanc1al markets and the l1nkages between these and formal f1nanc1al
1nst1tut1ons. A full report of the basel1ne study was completed 1n OCtober
1991, and a ser1es of second-phase research act1vities 1S expected to be
completed by the end of 1992. PSSP/TA will finance more in-depth research and
analys1s on tOP1CS wh1ch may include, but not be lim1ted to·

Changes in patterns of res1dential land use and 1mp11cations for
agr1cultural production in Maputo's peri-urban Green Zones.

Land access, authorities, and tenure security, both for agriculture
and for residential use.

Petty commerce and other informal market support act1vities.

Household survival strategies: types and importance of income sources.

Informal and/or-hidden credit: linkage. to formal financial
institutions in a developing aarkat.

Aspects of financial sector reform to support increased food asarkat
part1cipation, competition, re-capitalization, and effic1ency.

Mob1lization of informal .aving. to enable market developlMtnt.

Roles of emerging trader a••ociation. -- whole.aler., retai1ers,
millers, etc. -- in market development.

These act1vitie. will be ~plemented under cooperative agreement. or d1rect
contracting mechanisms with appropriate u.s. universit1es or research
1nstitut1ons, including some of those already involved in the peri-urban
research to date - -.4 -~ - - - --

(5) Food and Agricul1:ure Market Developaent

Progress 1n macroeconom1C and sectoral policy reforms, find1ngs of the MA-MSU
research described above, a series of short-term stud1es related to commercial

~he Maputo per1-urban research has been led by Ohio state Univers1ty
(f1nancial markets), w1th SARSA/Institute for Development Anthropology (labor
markets) and the Land Tenure Center, Un1vers1ty of W1sconS1n (land markets).
See "Per1-Urban Baseline Research Results. Maputo, Mozamb1que" (Douglas Graham
et al , October 1991) and "Petty Trade and Household Survival Strategies A
Case Study of Food and Vegetable Traders in the Per1-Urban Area of Maputo,
Mozamb1que" (Peter L1ttle and Irae Lund1n de Coloane, Apr1l 1992) other
publ1cat10ns are 1n process
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food aid programming, as well as recent indications of changes in the CRK'.
strategies for agricultural development and poverty alleviation, all bave-~
USAID to focus on market development a. the k~ to growth in the food an4­
cLgr~culture sector and to improved household food security in both urban and
l~ral areas PSS/TA as amended will provide funding for policy-oriented
clppl~ed research on topics related to transportation, process~ng, wholesaling,
btock management, input supply, or other aspects of Mozambique's qu~ckly

evolv~ng markets in food and other agr~cu~tural products. These activities
w~ll be decis~ve ~n maxim~z~ng the ~pact of the planned Market Recovery and
Development Program (FY 1993 start) and must be started ~ediately.

(6) Safety Net Programs

The PSSP expl~citly addresses the second of USAID's two sub-goals, that of
~ncreas~ng food suppl~es through product~on and trade to levels that meet
domest~c consumpt~on requirements 7 The f~rst sub-goal, that of meet~ng the
subs~stence food and bas~c health requ~rementB of ~he absolute poor, is _
addressed through other projects and programs supporting capac~ty building,
primary health care, emergency rel~ef, and humanitarian and development
activ~ties of pr~vate and voluntary organizations and other non-governmental
organ~zat~ons The PSS/TA project's applied research on household food
secur1ty and market development is prov1ding information important in the
development and ~plementat10n of such activities, not just for USAID but also
for other donors and government agenc~es 1nvolved in emergency relief
programs, welfare programs, and post-war resettlement plann~ng. Th~s

amendment will prov~de funds for add1tional applied research or studies to
contribute more specifically to the development of effectively targeted food
secur1ty safety net programs

(7) Land Policy
-

In response to growing interest in land is.ues and in reaction to growing -
pressure for 1;ransParency in allocations and security of tenure, t.he KWstry' ­
of Agriculture announced in May 1992 the creat.ion of a Land CoIIIIi••ion to
research and make recoamendations on policy, legal, regulatory, and social
aspects of land issues in Mozambique. The economic and political
liberalizations and population displacement.. of recent. year. have only
~ncreased the urgency of these i.sues. New factors, .uch a. demobilization of
troops after a peace agreement, an emergent intere.t in enaurift9 land u.. i.

~ environmentally sustainable, and a policy of aecentralising ancl relyiag OIl
traditional authorities for deci.ion. formerly poorly managed by the
centralized state, also have contributed to the timeliness and ~portance of
th1S Conmission. The Land Tenure Center has been asked to work wit.h the Land
Commission as its principal government counterpart on the dive.titure research
discussed above. As that research is completed, and as the Commission's work
proceeds, PSS/TA_will provide funds for policy-oriented applied research on
more general 1.and ~ssues, in support of Mozambique""s proqress tcnlard-iJecure
tenure and rand markets.

b. Train~ng

PSS/TA research programs have included a number of training activities
1ntegral to policy development, and the Afr~ca Bureau'. regional Human
Resources Development in Africa Project (698-0463) has funded short-term
tra1n~ng and ~n-country sem~nars and workshops under both the MSU and the LTC
research programs descr~bed above Th~s amendment will prov~de additional
tra~n~ng funds, separate from the research fund1ng, to allow more flex1b1l~ty

for respond1ng to a w~der range of train1ng needs through short courses in the

7USAID/Mozamb1que Country Program Strateg1c Plan FY 1990-1992, February
1990
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u.s (e~ght part~cipants), partic~pation in courses and workshops in other
countr~es in Afr~ca (12 participants), and in-country seminars and conferences
+f~va activit~es, 30-100 partic~pants each) Participants will be government
employees or ind~viduals from the universitr, non-government organizations, or
pr~vate sector enterprises. Examples of tha wider range of tra~ning needs to
be met ~nclude (but are certa~nly not l~itad to) the following: the
~nteractions between macroeconom~c reforms and agriculture, inter-sectoral
food security and nutr~tion pol~cy formulation, reforming government's role in
agr~culture to foster market-based growth; enhanc4ng the part~c~pat~on and
role of the pr1vate sector in pol1cy formulation, cost-benef~t analys~s for
food secur~ty safety net programs, and deregulat~on of commerc~al transport
operat~ons

c Techn~cal Ass~stance for Government

(1) Roads/Coastal Sh~pp~ng Transport Advisor

PSS/TA w~ll prov1de partial fund~ng for a two-year advisor to the Ministry of
Transportation and Commun~cations to assist government and donor efforts to
reorient policy and rehab~litate ~nfrastructure in support of a competitive,
pr~vate sector-based domestic transportat~on ~ndustry This assistance 1S
prov~ded 1n the context of the GRM-World Bank roads and coastal sh~pping

project d~scussed above, which 1S expected to get underway ~n early 1993
USAID's analyses of marketing constraints ~ndicate that at present the
barr~ers to expanded and compet1t1ve transportat10n serv~ces are pr~ar1ly

related to a pol~cy and regulatory enV1ronment which is a holdover from the
former centralized, controlled approach to the economy In direct support of
the PSSP's obJect~ves, this adv~sor w11l work w~th the government, donor

- agenc~es, and the pr1vate sector transport industry to analyze and make policy
recommendat~ons on removing these barriers. At the same time, improved
information and analysis on the infrastructure constraints -- roads, bridges,
parts and repa1r facilities, warehousing, accessible port facilities -- will
-ass~st the GRM-and USAID to plan for post-war investments in tl\ansport
~nfrastructure, in coordination with other donors•

(2) Pood security Policy Advisor

As a contribution toward the GRM-World Bank food securit.y caP4J:1-'ty building
project and in direct support of t.he PSSP and P.L. 480 Tit.le at policy
agenda, PSS/TA will fund a two-year position to pr0¥1de ad",isoct 4Iervlces to
the new Food Security Policy unit in the Rational Planning eo-r••ioft, to
guide the unit 11'1 monitoring, assessing, and analyzing the impl_ntation and
impact of programs and projects related to MoZambique's food security
situat~on; in publ~cly disseminating information on this situation; in
establishing and strengthening relations with publ~c and private entities
involved ~n agr~culture, commerce, health and nutrition,_as well a. with the
multitude of donor agencies and ROO. involved: ~~ ~ - - r"1ty-~.ctiviti••; and
in formulat1ng policy recommendations where approp'lf y The term. of
reference for th~s position will be developed based on de.1gn documentat10n
and d1scuss10ns of the World Bank food security capacity building project
mentioned above However, the creation of the food .ecurity policy unit is
not dependent on that project. It i. expected to become operational in
October 1992 (probably before the World Bank project development and approval
process is completed), th1s assistance would begin about thr.e month.
thereafter

d Implementat~on and Impact Mon~tor1ng

The PSSP carr~es respons~b1l~t~es for mon~tor~ng policy reform progress and
~mpact and for manag~ng CIP disbursement and local currency counterpart fund
depos~ts, as well as respons~b~l~ty for manag~ng spec~f~c PSS/TA proJect
act~v~t~es The proJect funds a USAID in-house team of U Sand FSN personal
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services contractors (PSCs) to fulfill these tasks under the policy direction
and supervis10n of USDa staff. (See Section 6 and Table 5 for di.cu..ion o!
Mission management responsibilities )

(1) Pol1cy Reform Implementation Mon1toring and Analytic SUpPOrt for
Policy Dialogue

One of the key funct10ns of the PSSP 1mplementat1on team 1S to ensure that
USAID cont1nues to engage 1n the 1ndependent gather1ng of 1nformat1on and its
analys1s to provide tLmely and relevant input to the M1SS10n'S ongo1ng po11cy
d1alogue w1th the government Under the d1rect1on of the Agr1cultural and
Rural Development Off1cer (for tOP1CS specif1c to agr1culture and marketing)
or the Program Officer (for 1ssues that are cross-sectoral, macroeconom1c, or
in new subsectors), the team members ma1nta1n liaison w1th government, pr1vate
sector, and other donor agency staff in Maputo and in the prov1nces 1n order
to mon1tor and report on the follow1ng tOp1CS of d1rect concern to the PSSP
pol1cy reform agenda

Macroeconomic pol1cy reform and 1mpact
Taxes and tariffs affect1ng food and agriculture
F1nancial sector reforms, banking, insurance
Pr1vate sector development, privatization of state enterpr1ses
Land policy, land tenure security
Market development, compet1tion, deregulat10n
Agr1cultural product1v1ty, publ1c and pr1vate 1nvestment 1n
agr1culture and agr1bus1ness
Food security, poverty allev1ation
Transportation, 1ncluding road rehabilitat10n

Progress to date on the PSSP policy agenda has revealed that sectors and
subsectors not previously monitored are becoming increasingly critical ~
continued progress in agricultural and e.pecially market development. To
permit the Mission to pU8h the poliey dialogue more deeply into the.e sector.,
this amendment provide. additional staff for this in-house team, including:

Economi.t (U.S. PIC), to monitor, analy.e, and advise on policy,
legal, regulatory, and operational issue. constraining developeMtnt of
the hnancial .ector and the banking Bub.ector, a. well a. to IIliOnitor
macroeconomic developaent••

Private Sector Advisor (U.S. PSC), to re.earch, analy.e" and advi.e on
impediment. to increand competition, private .ector inve.tment, and
privat1zation of Government-owned or -managed enterprise., and to
develop a Mi••ion strategy to introduce .ound commercial principle.
1nto the Mozambican economy.

(2 ) ClP Implemen:t.&Uosf..,J:,'~-

An experienced U.s. PSC Commodity Management Officer manages ClP
1mplementat1on, assisted by the CIP Monitor and a Field Monitor.
Local currency accounting i. handled by the Controller'. Office; it is
expected that by December 1993 Controller staff will handle these
respons1bi11ties without need for project-funded ass1stance. With this
amendment, a new FSN PSC position will be established, for a commodity
Arr1vals Mon1tor 1n the Controller's Office, whose respons1bilit1es w1ll be to
ensure compl1ance w1th ClP regulations and the terms of letters of comm1tment
govern1ng spec1f1c transact10ns

(3) ProJect Management

PSS/TA proJect management 19 now the respons1bi11ty of the Ch1ef of the
Agr1cultural and Rural Development Off1ce Under h19 d1rect1on, an agronom19t
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and an agricultural economist, both project-funded PSN PSCs, will assist in
substantJ.ve and- technical management of policy development and research
actJ.vities as well as-in the management of specifJ.c contracts and cooperative
agreements

(4) Impact Monitoring

All members of the USAID PSSP team also make important contributions to
understanding the people-level J.mpact of the polJ.cy reforms and ~elated

economJ.c and polJ.tical changes, through analyses of information generated by
government and other donor agencJ.es and through site VJ.SJ.ts The MJ.ssion's
annual Assessment of Program Impact prov~des the forum for tak~ng stock of
J.mpact J.ndJ.cators WhJ.le sources of ~nformatJ.on on some J.mpact J.ndJ.cators
(prJ.ces, market supplies, household food purchases) have J.ncreased and
J.mproved sJ.nce the beginnJ.ng of the PSSP, ~nformatJ.on on other J.ndJ.cators has
become ever less rel~able, for example, the comb~nation of market
liberalJ.zatJ.on w~th populat~on d~splacements and changes ~n agr~cultural

practJ.ces due to war-related insecurity and drought has rendered the
estJ.matJ.ng of agricultural productJ.on and yJ.elds a matter of speculation.

e other Assistance

(1) Financial Sector Policy Studies

The PSSP has supported reforms to inst~tutJ.onalJ.zemarket forces as the basJ.s
for allocatJ.on of foreign exchange, wJ.thJ.n a host of related reforms made by
the government to improve transparency and accountabJ.lity J.n MozambJ.que's
budgetJ.ng, publJ.c expendJ.ture, tax and tar~ff schedules, and foreJ.gn exchange
management systems. Both the World Bank's recent PinancJ.al Sector Study and
USAID's own preliminary research on formal and informal financial markets
point to the multitude of constraJ.nts unposed on market developnent and
agriculture by the-inadequate structure and functioning of the financial
sector, and in partiCUlar the banking- .ub.ector. In 1992 and 1993"; PSS/TA
funds will be used to a.sist the government to conduct policy-oriented studies
J.n order to attach priorities to these constraints and prepare a program to
reduce them. The results of these studi •• will serve as a basis for
negotiations on new policy conditionality for future USAID balance of payments
support.

~ (2) Transport Sector Policy Studies....
As Mozambique looks toward a post-war era that will bring reconstruction of
infrastructure and a reduction in security-related risks which have been
inhJ.biting investment and operations outsJ.de large cities and principal
corridors, USAID will support the government through PSS/TA-funded studies to
identJ.fy policy, legal, regulatory, and other constraJ.nts to expandi!1g ..n~ _
increasing compe"l:ition and reducing costs for domestic transportat£OA, ~!b­
make recommendations for addressing these constraints. The re.ults.f tneW-­
studies will serve as a basJ.s for negotiations on new policy condJ.tlonallty
for future USAID balance of payments support.

(3) other Short Studies

Because the rapidly evolving economic and pol1tical reform process in
Mozamb1que offers some sign1ficant opportunJ.ties, thJ.s amendment will permit
PSS/TA fund1ng for studJ.es 1n to-be-determined subsectors d1rectly related to
the PSSP agenda. Such opportunJ.tJ.es are dJ.ff1cult to foresee, but m1ght
J.nclude, for example, a decJ.s10n by the government to pr1vat1ze or close down
parastatal market1ng entJ.t1es In such a sJ.tuation, PSS/TA w1ll be able to
respond to a need for short-term studJ.es or other dJ.agnostJ.c or plannJ.ng
assJ.stance 1n support of the PSSP s pol1Cy obJectJ.ves
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(4) Project Office and Bqu1pment

-This amendment provides funds for office space, furnishings and equ1pment, and
related support costs for PSS/TA-funded u.s. and FSN PSCs

f Evaluation and Audit

PSSP and the PSS/TA activities were evaluated in November 1991 (see Annex A),
and the findings and recommendations of that evaluat10n have been taken into
account 1n developing th1s amendment Because the PACD 1S be1ng extended from
June 30, 1993 to December 31, 1995, this amendment prov1des funding for a
second evaluat1on, scheduled for the second quarter of FY 1994 Th1s
evaluat10n w11l aga1n assess po11cy reform progress and the performance of
PSS/TA-funded assistance act1v1t1es, but also w1ll be able to more fully
document the impact of the PSSP reforms

Fund1ng remains reserved for a non-federal audit of PSSP and/or PSS/TA, but no
aud1t has been scheduled. The predecessor to PSSP (the Pr1vate Sector
Rehab111tat10n Program and 1ts project elements, 656-0201/02) was aud1ted 1n
1990 and 1991

4 F1nancial Plan

L1fe-of-project obligat1ons and expenditures are summar1zed in Tables 2 and 3.
As prev10usly, proJect act1v1t1es w1ll be f1nanced through direct A I D
contracts and grants
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Private Sector Support Technical Assistance Project, 656-0218
Table 2 -- Revised Financial Plan. August 1992

TECHNICAL ASSISTANCE. POLICY RE~EARCH. AND ANALYSIS

Purpose
------------------------------------------------------------------------------------------

-Long-term research

-Short-term analyses

-Policy Adv1sors to the GRM

TRAINING

Previous
Obligations
---------1-------------

2.678.000

o
a

This
Supplement
----------------------

5.772,000

640.000

1. 000,000

Planned
Total

Obl1gations
====1=======
10.090.000

8.450.000

640.000

1.000,000

I

160,000

% of LOP
------------------

75

1

J I

1
1

,1

-U S

-Th1rd country

-In-country

I

~ o

1,0

a

80.000

30.000

50.000

'80,000

30.000

,50, 000

I I

l I

II,
\ I

\.

~~\

IMPLEMENTATION AND IMPACT MONITORING

-Commod1ty Import Program Mgt

-Policy/Impact Monitoring

-Project Mgt

EVALUATION AND AUDIT

TOTAL

313.000

240.000

10slooo

160.,000

3,500.000

619,000

1.430.000

171.000

208.000

10.000.000

2.882,000

932.000

1.670,000

280,000

368.000

13.500,000
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SODiCI SILICTIOI IIIOmnOI -- See m 3 104,
Do lot Dlsclose Selsiti,e COst/COltract Iaforaatlol

Pmate Sector Support Techucal Assistuce ProJect, 656-0218

Table 3 -- ProJected Ixpeadl!ures
ie'lsed laeast 1992

Total
Purpose n 1111 n 1911 n 1112 n 1993 n1m n 1995 n 1996 Badelt

-----.--------------~---------
-----_...... ----_.--_... ---------..-- ._---------- ------------ ------------ ------------ ------------.-------------------._-------- ---------- --------_..-.. ------..-- ------------ ------------ ------------ ------------ ------------

TICIIICIL ISSISTIICI, POLICT IISIIICI 110 IIILTSIS
-food Secunt" ISO 150,00 480,000 520,000 800,000 210,.00 0 0 2,.00,010
-Dl,estiture, LTC 280,000 550,000 550,000 ao,ooo 0 ° 1,500,000
-food Sec , Coriell 200,000 300,000 200,000 0 0 0 710,000
-Peri-UrlJu IcolOlT 0 0 300,000 300,011 250,000 ° 850,080
-food 'ler lartet De, 0 0 500,000 550,00' 350,000 100,000 1,500,000
-Safet, let Pro,raas ° 0 300,000 200,000 100,000 ° 600,000
-Lud Polic, ° 0 200,000 420,000 480,000 200,000 1,300,0'0
-Ioads/S.lppiq frauport Idds 0 0 20.,.0. 250,'" 50,0'0 a 510,11'
-food Securit, Polic, Iddlor • I 211,111 25',.0. 50,'" • 511,11'
-fiJucW Sector Polic, a • 111,10' 111,11' ° • _211,11'
-frauport Sector Policr • , 120.011 11,111 41,HO 0 240....
-Ot"r S~rt lIaI,lel 1 • 50,11' 5','" fI,1It • ltD.III

!'
-.;

flUllllI
>J

-I S I , • 3',11' 35,H' 15.lit • II,.
-thn Coutrr • 0 , ..... 12.... ..... 2,111 31....
~.-COUtlf I • • 14,111 21.... 12•• 4,10 51,.

~ '- \....
IIPUDIUflOI lID 11P1Cf IOIlf011ll1
IS PIC
-Prollil/polic, Id,ilor 21,11' 52,'" 45,11' lOO ,0.. 130,11' 125,'" 11,1" 412,'"-Co_it, laue••lt Officer • Z'.I" ZI,... 125,'" 140,... 135,1" 0 44.....
-l(riCiltaral Icololist 1 10,011 , I • I 0 1',1"
-lcolOlist I 1 0 15',11' 211,00' 71•• _.Iff _ .JZ.....
-Prino Sector Addsor 0 0 0 150,100 211,'01 70,'" • ~ _Uf.OIl
fSI PIC
-licro llal,st/ld'llor 30,'" 36,010 45,'01 52,000 55,000 0 1 m,llI
-Sector lIalrst/ld'ilor 0 0 0 45,000 45,0" ZO,OIO ° 111,'"
-I(rlclitaral ICOloilit • • 0 35,000 40,0'0 0 1 75,010
-&crololist I • , 35,001 41,111 , • 75,'"
-CIP Iolitor ZI,'" 24,110 2..... 28,010 3','" 18.0" • 14',111
-CollOdit, Irri'als 10lltor • 0 • 20,011 22,000 10,011 0 52,018
-field/lid-Use 10litor 26,000 36,000 45,000 45,001 48,00' 33,000 ° 233,000
-Local CurrelcJ KOlltor 5,000 10,000 12,000 16,000 18,000 1 1 61,01'
-ProJect Olflce/lqulp.elt 0 0 8,000 50,000 32,000 30,000 0 120,000
-Gelerlll!15cellll8ous 0 a 4,000 2,000 2,000 2,000 0 10,000

IfALUATIOI AID AUDIT
-Inluahol a 0 108,000 0 200,000 0 0 308,000
-AudU 0 0 0 0 0 60,000 0 60,000

TOUL 252,000 1,108,000 1,&83,000 4,285,000 3,879,000 1,968,000 325,000 13,500,000



I -

5 Procurement Plan

Services and commodities funded under the project will ~ont1nu8-to be procured
through d1rect A.I.D grants and contracts, including Ki8.1on bUy-1DS to
A I D /Washington contracts and/or cooperative agreements. Planned COde 000
procurement is estimated at approx1mately 86\ of total life of project
fund1ng u.s. goods and services will be procured to the maximum extent
pract1cable. Procureme~t deta1ls are provided in Annex D and summar1zed
below

Table 4
Summary of Procurement Plan

Procurement Respons1ble Est1mated Of LOP Probable
Instrument Agent LOP Amount ($) Total Source
------------- ------------- --------------- ------- ---------
FSN PSCs K1ssion 970,000 7.2\ 656

U S PSCs K1ssion/RCO 2,282,000 16.9\ 000

Other Direct Kiss1on/RCO 868,000 6.4\ 000
Contracts 200,000 1.5\ 656

70,000 0.5\ 899

Cooperat1ve K1ss1on/RCO 2,150,000 15.9% 000
Agreements

Add-Ons/- AID/W 6,300,000 46.7\ 000
Buy-Ins

Grant to Kission/RCO 500,000- 3.7\ -&99
PIO

Train1ng Ki.sion/AID/W 80,000 0.6\ 000
50,000 0.4\ 656
30,000 0.2' 899

'l:~.,.... Total 13,500,000 100.0\

6 Miss10n Kanagement

The USAID Mission has grown since- 1::he- PSSP was d.v.l()p9d,- and management of
the var10US tasks related to the project and non~roj.ct ass1stance act1v1t1es
is now shared among several offices (S88 Table 5):

The CIP staff in the Project Development Office manage CIP
1mplementation and mon1toring. PSS/TA funds one U S PSC and two FSH
PSC positions in th1s off1ce.

The Agricultural and Rural Development Office manages the agriculture
sectoral aspects of the M1SS1on's pol1Cy d1alogue and donor
coord1nat10n activ1ties, as well as the proJect's portfol1o of
research act1v1t1es. Two FSN PSC pos1t1ons 1n th1s off1ce are funded
under the proJect.

The Program Off1ce manages cross-sectoral pol1cy d1alogue, analys1s of
new pol1cy sectors, and overall coord1nat1on of pOl1Cy progress and

20



impa~ a.......nt. In relatl.on to the PSSP and PSS/TA,
staff have specific responsl.bilitie. for re.earching, ar
advi.ing on issues related to food security, poverty al_
traNSportation policy (in collaboration with the Mbal.cr
macroeconoml.C reform, financial sector policy, and bUSl
and investment issue., l.ncluding prl.vatizatl.on; aa wel ..
and coordination with other donor. working l.n theae ar~

amended will fund three u.s. PSCs and two FSN PSCs to s
functl.ons, under the directl.on of the USDa Supervisory
or other USDa supervl.sory staff

The USDH Ml.ssl.on Engl.neer l.n the ProJect Development Of
provl.de technl.cal and poll.cy oversl.ght for the proJect­
transport advl.sor to the GRM, as well as for other stuc
d1alogue relat1ng to the transportatl.on sector

The Controller's Office 1S responsible for monl.torl.ng
transactions relating to local currency generated by t
w1th this amendment, the Controller's Offl.ce also will
responsl.bl.ll.ty to monl.tor-PSSP CIP (and P L 480 Title
arrivals for compll.ance wl.th OSAID regulatl.ons. This
provides fundl.ng for two FSN PSC posl.tions l.n the Cont
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Table 5-- ProJect !anageIeDt

Responsible
Actmty DmsioD Stafneiber Role

------------------------------ ----------- .-----------------._---.------ -------------------------------------------------------------------------------- ----------- .----------------------------- --------------------------------._._--------------

Research and AnalysIs In AllD C1uef of ARD Office As! sector policy dulogue
Support of Pohcy Refom (USDH)

Deputy C1uef, ARD OffIce (USDH) Ag Econollst I TItle III mgr, project offIcer

!gronollst (FSIlPSC) Ilpact l:lnltorlng, technlcal llalsOD, unIverSIty
linkages

Agr Econollst liSllPSC) AnalysIS

TA for Government Roads/- POO inglDeer (USDH) Technical/polIcy oversight and contract mgt
Sluppmg Transport Adnsor

T! for GoverDleIlt Food PllH Pohcy Admor/Analyst (USPSCl TecbJucal/pol1ey ovemght and contract mgt
Security Pollcy Adnsor

CollOdlty Ilport Program PIlO eo.ochty ~ageaent Officer CIP ovemght, 00y Dellca
(USPSC)

CIP Konitor (lSHPSC) CIP aCCOWltlllg, relatIons 1I/banks and lIporters

fleld/ind-Use1oDltor (lSBPSC) SIte mtts

eo.odity Arrnals !eDltor
(lSRPSC)

Port wpectl.ons (CIP and Title III)

Pollcy DeveloPlent and
~Onltorlllg

PH! Supemsory ProgrD OffIcer
(USDHl

Cross-sectoral pollcy dialogue, new pollcy sec­
tors, olefall coordlDation re pollcy and lIpact

Polley Admor/Analyst (USPSC) Food secunty, poverty allenatlon, trans­
portatIon pollcy and actmtles

Kconollst (USPSC)

lfacro/Intersectoral Polley
Analyst/Adnsor (lSHPSC)

IlacroeconOl)' I flDanclal sector

llDaDClal/banhng sector I')nltollng and analySlS

Pmate Sector Admor (USPSCl &slness cIlaate, pmatuatlon lDODltorlDg and
analySIS

Sectoral Analyst/Advlsor
(FSNPSC)

Slall enterpnse dey , agrlbuslness I lOOn!tonng
and analYSIS
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656-0208 Prlvate Sector Support Program
In ,Mo/yrl

FY 89 6/93 $53,440 $53,440

656-0218 Prlvate Sector Support FY 90 6/93 $3,000 $2,500
Technical Assistance Project
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ACTIONS .
-.......41..... av _........"'" ""'"-

N~ 01 OIfCl'!' ..- Oil. ACllO".................... ~lurAcUOft 10 De ~on...I.CI

1 CoD.tmue support to IDODltor pnceIlIId CCllltnudlID pl'Oduct1C1Ilmel IDIIIbtula TT~AID on-golong
- - - 1992-93

2 Work for peat« IDItltutloMbptJOIlof MSU IICtlVltlel WUIuD the Mmutry of TT";AID on-golong
Aanc:ultua. 1992-93.
3 Momtor mel mtlueace cndtt ad Nnkm. IeCIOI' developments 10 support nr.AID 1992-93
qncultunl develop..-L

.!-.
'4 Develop • ptoIIIDl of JIiCD1'IOJec:t uastMce that CODCeutrItes OIl malaD, W'AlD 1992
opermcmal the pohcy decJ.aou 1IIIdertItm dumIa pssp. nlIDOVIIlI obstacle. tba&
COD.SIDUl the full UDpICt of ecoaoDIIC IiberabzaIwa, md promotm, effic1em
fuDdlODlDl of IDIIIbtula JIItWOrb..

S analytic stw::hM sbou1d be 1IIIdImba: (a) tba poaible puce deptaldll-effects n'"AlD 1992-93
of food ad, (b) the JI'UWIDIpit." of C!4m1nwcW 1bDenDt tndaI (COIIIIel'CIG-
tea ambulmta) ad bow tb8y c:allIbouJd be support.ed (credlt, 0fJIIUZIItl0ll,
traID1DI), (e) eM mIa of wo..- • 1M ptUIIIIy qnculbaal producers. md die
lII:lpCt of pobcy c:haae OIl tbeIr hveI, IIICludma repoaa1 vanaDaIII.

.Allae" ..... t_ tf~'''\l'1
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ADl.r

Agric Charles North John M M'ller
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USAID ta supporUDI ilia GovemJllllll of die R.epubbc of Mon""'" {ORK} policy reform ID the food ad qncabunt
sector tbrou&h die Pnva&e Sector Support Pro (PSSP)•• SS3" -1bm. ~., IDl-pIOJc ....... 1dMty.
USAID UI also provu:Ima $3 IIII1hcD of flCbmcal for Ie ,e Ida _1e!I&ecl ......... III mpport of tb.e PSSP pobcy
reform ageuda. 1be purpaIO of die PSSP pohcy refonIl apada II to Wipi0V8 lllCellDVei for pnYlfe sector qncu1Iural
production and marIcecmIm order to enhance the pnva qncnbunlleCtm'l pradactloa md 1DCOIDIS AD eva1U1l1Oa to
assesa the scepe. f0CU8, proarea. aDd IJDI*t of die PropuD w-. 1IIIdedabD III November 1991 A team of four expertII

reVIewed relevam docummtatJOIl md mremewed USAID staff. GRM oflicWa, IIId odu:n m Maputo Site VISIts were
earned out In pen-urban area of Maputo am the QuelJIDIM md Mocuba..... The lDIJor fiDdmp wi COaclUSlODl are

The PSSP bas been able to Identify IDd effectlvely addrea • ie1ected let ofpolley CODIU'ImII to pnvate sector aancultunl
production aDd marIcecmI The PSSP Ia • well COIICelVed pIOIdIIl WIda reabIr:rc pohcy objectlVe.. wi reIpODdI to the
cowmy's developlDlllDt (u oppoIed to .....jtDCy)..... VuUuIIly all tb8 ..... 'P""fi.ed.m ilia pohcy reform qeada have
been met by the aovemmall. Nevertb.e1_. die falllllll*l of iefoaml wiJI ClIIly be felt 0YeI' tile fOUl ram. Bea.efitI
of the new pohaea remlIID depeud.enl QIl the ce shoa of tb8 md iiUii&UiW obIraclel contume to impede the recovery
and developmeat of tile country'. qncu1Iunl productlOa IIId INihCIDI .,....

AJDcultural pace pohcy reformt have beea~ m eI;mIl'atml tb8 6Dd pnce IJIIeIIlIIIII teIIIMDI tile dIephty of
sellinl above the aovenuDflll pnce altboup the DIJW floor pm:e IJIIIIIlIKVelP die fillletu. of a refereace pnce radI.er thm
as a true loverDlDlllll pru:e suppoIt. USAID baa COl'IICd.y iii'........ ala~ wdh DOt oaly the fact md pIIC8 of SCIte
farm dlveltlture but alJo ala quahty AD the apnIbIIe OOh tdjhee INidlJ pmcaaal tIuvqIa the CommDchty Impart
PrepaID (CIP) hiVe beea lDIpOd.ecl tbaoqb pnvate ... lad powth of dua IICtar 1lIII fiIIIda
expemfed for teclmJcal ...... tepr..a~beajOa"..- IIIIIC11*d7 bu;"". PohcydIIIop bu beea -
mtluad1ll m IduevuaI~ III ecoDDIDIC IibeIIIuaIalpn'ici- 1M GRM 18 -lIIIIIlq1II1 pertaer. Itckma tha
qWIDl1ta1lve .. quahtmve pohcy IIId teebmc:Il CIpICdJ tD develop 1taowa.....,
The evaluaton coac1udecl dill tba PSSP II c:eatmI to .... MIIIiaa', Coaaay Pm..- SCDtepc PIIa IIId 11 CCIIIIstem: WIth
DevelopllllLml Fuad for Afnca (DPA)~ It 18 MIl..... IIId ORM -.I worW Blat _ ..

'1lQnor pIOpam8, _ 11 .. U _ eJenwIC III die"'" COIIflIII 01..... USAID IbDaId MIIbaue tappOIt

tomDmtonq pncel ad COIIItnmIS to ptodacf1oa IIId mil.....~ ·ne'.pv-. to ... COIIItnIIdI tbIt Imat
the unpact ofpnce lDCC!:IlIlVei OIl ptodacf1oa IIKldle efIic:aa fimdwamn,of...... USAID abaafd develop. IIIW pI'OIII.iIl

of non-project uastaDCe cbat COIICeII&nI.eI ClIlIIIIkuIa apen&laaIl die policy cJecIIMmI UIIdeIIIbD dumla PSSP, taDDVIIlI
obstacles that constram the fWlllllplM:t ofeccDDIIIIC hD••h....... 11III pi01DDUDl efficu=at faacumml ofmarbtuaa DetWorb.

, -

COSTS

I - " Casls
t Eylluauon r.... c.er.ct ,....., 0IIl CoMrllCt COlt OR .I

'''.m. AffllatlOft TOV ftersaft 0..- TOV COlt IU S S. Source of - "dl

: Abt Associates Inc. DAN-4084-Z"OO- $107.999 656-0213
I (Agricultural Policy Analysis ProJect, Phase II) 8034-00 1.551 656-0510

John 0 Miller Order ~o 019 109,550Tony Dav~s

Dan Gustafson
Stahis Panag:s:.des

!--
~ BOrfow.rJ(~""1•• Profe''l.on.-'1 ",OfUce Proleillonal Stalf

-Cays (Estimate) 20 Stl'1I J'C:''lon-C;ay:: I!~t1m.I" 0
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USAID/Mozambique December 1991

11t1. Anti Oa•• 0. 'ul Iv.lue.le.. 1II.,.,.
Mozambique Pr1vate Sector Support Program

December 1991

IntroductIon and Context. MozambIque'. 1 5 to 2 mt.lhon famdy fum UlUti and 3,000 coJDJJJema1 fannen have suffered
greatly from tho d1stortecl coloma! ecODOIQ1C hue, the faded pohctel of state control m the yean folloWlD' mdependence,
and the dtsruptum.l cau.aed by war Tho Govemmem of tho Repubhc of MoZlD1btque (ORM) has embarbd on the
reonentatlon and rehabthtatlon of the overall ecoDOlD1C structure In addreum, the specIfic needI of the IJr1cultu.re sector,
the GRM confronta severe coDBtrl1Dta of m.put avadabthty and nual commerctal mfrastructure, and a tiumly farm population
that remama larae1y beyond the reach of IOvemmem tecluucallll1StaDce

USAID 11 supportm, GRM pohcy reform m the food and aancu1ture aector tbrouah tho PrIvate Sector Support ProJrUll
(PSSP), a 5534 oulhoa. three-year QOQ-project USlstmce aetlVlty USAID 11 a1Io provtdma 53 mJlhon of techmcal
assIStance for reseudlaDd related UIIICIIK:e m support of tho PSSP pohcy reform a,euda.

Tho purpose of tho PSSP pohcy reform apada 11 to tmpI'OVe JDCIIlDveI for pnvate aector qncultural productlOD and
marketm, U1 order to enblDce the pnVaIe Ip1CU1tural aector', productI.oa IDd UI.COIDI. The reform a,eada tar,etI (1)
Ilflcultural pncm, pohcy, (n) dlveatltaIe of state farms, (m) prIVIte ap:zcnltunl ul. IDd aavae:e, (IV) acceu to fomgn
exchan,e, (v) pnvate muketm, cblDMl., and, (VI) petroleum uaportaI:lOD aDd DIIIbt:ma
An evaluab.on to _ the acope, focua, propea, aDd tmpae& of the ProJrIDI wullDda1lka1m November 1991 A team
of four upertI reVIewed m.v1Dl docuJ!'Mll'ltltron mil 1IIterY1eWed USAJD Itaff, GRM ofticWl, and otben m Maputo. SIte

1
VIRts were earned out U1 pen-urbm... of Maputo aDd m tile QuelUDIM aDd Mocuba ana. -

Fmdma Vu1wIJ1y all the tarptI apecUied m tbe pohcy reform apada have beea.met b;r the JOVemmea&, aDd U;AID

'

support &ad ptOJIIIIl a:tMI1eI have evolved m • :rapaIIIlW IIIIIIII*' to tile IIDpfIllM~ made m tbe pohcy reform
I procell Neverthe1ela, tile fWltmpae& of ..... refonIII WIJI 01111 be felt over the 1caa tenD. Beaelta of the new pohetel
f for the COIIIltIy'. populatulD remam depeDINt c the ce-.... of tbe war, aDd DIIIIIarOIII obatIclel contmllA to Impede the
f ~very ad developmeat of the COUIdIy'I qncaIbual pmducaoD mil marbaD, ayItem.

" Tie PSSP baa beea able to Jdeatafy ad eftidmlIy add.- • aelecteclaet ofpolley COIIItrIudI to pnvate sector aanculturd

I
prodUCtlOA ad marbtuIJ· 'I'be PSSP 11 • well caaceaveclpl'Oll'llll With IeI1utIc pohcy objectlv., mil rNIpODda to the
couutry'. developmeat (u~ to -JeDC1) ....

t Pncml Pobe,y Aancu1tun1 pnc:e policy refonIII have beea. IIIOCItIlfblm e!'DUDlbD, the fixed pnce aystem.ad removma
the dlephty of aeUma Ibove die pam"..' pace I1tbaup ...... floor PIlat JYItem Ia'VII dID 6mctiaDof. refereDce
pnce rather thm u • 1ruep~pra IUpPOlIt. There 1.1 evuIcace of. poIlt1VeJeIIlCIIII to tbe pnce uu:eaIlvea on the

~ put of producen. aldIaup ilia mmavI1 ofpnce reatr1CtIOIIIc mpuIa mil COIII'DIIW JOOdahu meIDl dilloveaIl producer
I terms of trade may haw woneaecl U1 the abort lUll. Tbe MmuaryofAptcu1turelMJ.clupllState UlUVenlty (MAIMSU) wort

on pnces and cb.uIp8 JD dID aJl1culturl1 economy It tbe field level bu beea. UDpOrtIDt m1deDt1fyula Impact and remamm,
obstacles that mlubtt effecave pnce IDCeDt1Ye1, ad sbould. conbmae to nceave blah pnonty

State farm D1VestJtgJe. USAID bu correctly empblllzect Ita coacem wath DDt only the fICt ad J*8 of chvemture but also
the quahty of divestIture. However, fum chvabtureI to date do DDt reflect the apphcabOil of a coherem p1lll or process,

t and tl'aDSfer of land ownenlup to the pnvate sector 1I1bllDDt allowed. Tbe cumai ORM pnonty appean to be to stop the
f budget dram caused by state farms, ntber tbID to mcreue.product:avtty by puttm,lIDd m tho banda of pnvale producers

Pnvate Amculture Sales mel Semco All the aanculture COiDiWCht1el recemly procured throuah the Commodtty Import
Proaram (ClP) have beat tmpOrtecl tbrouah pnVaIe qeata mil lbua have sbmnl.hld the powth of thlI sector WIthIn
USAlD's pohcy obJectlves of supportm, pnvate aector nual COIIIJDeIC1I11Dftutructuro, the ClP tmpOrtI represent an
Important elemem.

Vlll
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ForeIP ElclwJ" PSSP baa heeD~ m aupportIq tblt IIItIocbIcuoIlIIId 111I of it. wcmc'ar11D1Ubt for foreqa
exchan,e and hal played a usefUl role m "!!HIlDa altemaave marbt-bued aIlocataoa mecb........ USAID sbou1cl be
commended for adhenDa to lIII.I'bt-bued pDDClp1elm the pncm, aa4 aIlocatlOD. of fomp exc:baDp IIId for bema SUltab1y
cautiOUS lQ notJ01Q1QI the System for die Non-AdmmutrataveAllocatlOllofFompExcbmp (SNAAD) The,,$S3 4 DU1hoIl
worth of CIP procurementl bas had • chrect poatlve effect on Mozambaque" ba1uIce of paymeDtL The ,euerat1onlDd UIe

of counterpart funds have also COntributed po81t1ve1y to the ORM budpt Iltult1on, althoup the net effect on the budiet II
difficult to detel'lIWlO

Pnvate Marketm, Channel' The mclUllOD. of marlcetm, lSBUeI m the pohey reform .,eada demoDStDtea USAlD's
awareness of the necessary steps subsequem to pohcy formulation to make pohcy chaD,es effective Proaresa has been made
m dereplatml commercial tranuetaona

Petroleum. The mclUSlon of petroleum ID the apada IUd ClP e1aplnbty, althoup motivated by U S 1IltereIt m responcf1q
to tho GRM's request under specW cucnmstlDCe8. ddutecl the focus 011 the aancultuDl sector, and precluded the purchue
of up to $10 m1lholl of commodttles more duect1y related to aancuI&uIe.

Tecbmca1 ASSIstance The funds expeDded for teclIIuC8l UII!1t1Dco repreMIt I souad beaanntDI for IDItltutlon and C&paaty
bwldm, The objectives and actiVities of theUSI~ have appropnate1yevolved from saapsbot IDOIIItonDl toward capacity
bwldma anel pohey unplemeatltlOD IUpPOIt. 'Ibe teebDlcal _1taIM:e DOW m pllce tbrou.... ~deallpeCll1aatl. short-tenD
support. research, and traImDIlS alrady IIIIbq m IIDpOl1lIDt COIdD'butaoa, for example. by proVidmi market mfarmataOll
that has beea usefulm UDprOVlD' pohcy decallOlll.

Qupmndtty Igmort Promm. The CJP baa "'1NIl1IIIIIIpd Wlt1ua USAJD, IIId baa effectlVeIy IDllt dI objecb.vtI UDder
the PSSP The CIP wu comedy'" u allCtOr-tlrpted meqa - WJ.tbJIl 0YeIIIl~ h"..h2!:IbIJD IIId
IdJUltmellt - for remforcm, qncultanl pobq mor- UDder tII8 PSSP 'Ibe1lllJ'lCll of .... CJP lie dafficult to meuure
defimtlVely, but avulable fMdeace IUJPIII tbIt It baa bad Ibo c1aInd eft'ec:t. w-a. JIIDDItOrUIIIhouId be lIIIpl'OVed.

Expendtn, tile commocbty ehp1nhtyhlcbu.......&a, ........ co1" • .ddieIIIDJ'OdIId...... t118 aPlie valuable InpuII
to a fuDct1oam, pnvate aancuJ.tunl1lClar. 'I.1Ie aP • dl81pp1Op011e daDa..mee:1wm.. II\W USAlD nlpOItIDI
reqUll'elDeDtl IIId UJstan, CIpICIlJ of tII8 ORM IIId blab; It _1IIppWII1bo .,nculba fbcaI ofPSSP
''''-....
Pobcy DJaloQO The Pohey Refoma Apada • mtII'IIIII7em,,". ,....aQr &dbered to by it.GRM. Polley daalope
bu beeIl mfluenba1 m IICIuevIq~ III ecoDOIIIlC libeIaIlzaIal~, ~, .... GBM ism unequal parmer,
Jackm, tile qulDtl.taIlVe IIId quahtaIlWpohcy IIId teeIIIIaI c:apaty to develop Ita owaltratelJ. USAJD CID .y, aDd hu
mdeed reported. to WulualfOll, dial qncultanl prICIIII pohcy bu bem libeIIIJDd, that .... firm chveIbture IS UDdetway,

__ that lIIIpOItIIIl prolftlll baa ... 1IIIde _ eICh .......

Momtong Respoasablhty for IDCIII.tOnDIIIId cb>18I.II" tile -...ofpOii- com"'"Jd'"__ WIth the USAID
colDlDDCbty field IDQIUtor, who II vutually it. oaly USAJD~ able to tI1MIl W1da 1OIBI1epIInty to the field.
To duo, howev.., tllemcmtor'l role bu... reItrIeted; ••UIIIbIe to cia 11IOI8 tbIIl apoC cbeclnn,. USAlD', effortuo
momtor mellSlell PSSP UDpIIdI at Ibo firm level - IIlCOIIII. productaca,.~ to pohCl••IDCeI1tlVel, etc ­
rely mamly OIl secoad-IJIad IOUIaL III dill chfficalt IIId complex developmeII! eDVU'CIIlIIBIt, rehIble. camplete,w repJar
anfOrmatlOll upon wIuda to bile deClllcm II at a very bI.... premnun;.

Mam ConClustOAl. The PSSP IS c:eatral to tbe Miauxa'. CoaDtryPropua Strateaae Plan and II COIIastaltWithDevelopmeat
Fund for AfrIca (DFA) obJectlv" It IS CODlilItfat IIId IUpp0111Ve of tbe GRM and World Bak and otbel' donor propams.
and 15 seen as an element an the Iaqer conteU of stIUctUra1ldJ1IItmrJnt

In SPiteof the Slamficance of the ec:ononuc pohcy refonna earned out 0Vf!1r the put IlISYeI'a1 yean. the unplcmentlltJOIl of each
of the .&enda Items (1 e , lII&laq them operataonal). beyoad the pohcy decJaOlll themIe1v.., contmues to be essentJal to
lQcreaslQl agncultural productIOIlIIId nual~ and provtdm, tbe eavuoaJIIaIt coaducave to colDlDelCla1 aDd famdy
farm developmem.

IX



j

j
...

MIlD, Reco","·rteq'!"VQgM Pmcg- USAID IbaaId O""'d'. JIIPPGIl to JIICW"""" ..... CClIIIIDiIIII to
product:laa IIId iD&tDaq• .,.~ .......~ to ..~ dial: bat die IJIII*& of pncI JDCaIImI Wl

productum md. die efficum fuD::uoam. of 1lll'lDu.

USAID should work for pater lDSl1taI1nnahD"CIJ ofMSU Idlvttlea 10 that dill CIpIClty becomeIa routme part ofJ.fmaIuy
actlVIUes. even after tbo propm e:ada 1'1nI expeneaco sbou1d alIo be WIed to help tbe Mmutry develop a DeW qnaWural
mfot'UW1on system.

.

1
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i

I,
f

I,
f
1,

I
I

USAID should momtor and mfluence cred1t aDd hanJnn, sectM developmems to support agncu1tun1 deve1opmall. A. crecht
IS mcreasmgly becomma a constmnt to acceu to t'omp excbanae md. UDpOttI. USAID should beam to live attentlOll to
Credit Issues as they relate to market strudUre and accea to fomp exeb.aDp fot the agnc:ulture scc:tor ThJJ 11 also l:J.mely
because financtal sector reforms and counterpart funds are UlCt'eI8Ul,ly becomma central ISSUeS m current donor/GRM
dialogue

LSAID should connnue Its ISSlstanc:e on the mecbmJEs of state farm chvestlture and COIWder brotdemng the set of Issues
11 addresses to mclude. for 1DSWlCe. the assumpuon of debt and other babthues. valuatlon, sales and maricetmg

USAID should support efforts to develop a market rate fomp exc:b.anae aIlocat1on mecbamSID for the penod after rate
umfieatlon m March 1992

MalA RecoIDJl1S1datJODS!New Promm. USAlD should develop a new proJnIIl of DOIl-ptOJect ISS1StIDCe that concentrates
on malan, operatlonal the pohey decJsloas UDdertakeIl dunn, PSSP. removtIII obstacles tba1 constram the full unpact of
econonuc llbenhzatlon. aDd promotull effiaeat fuDctlOllDll of marbtula uetworb.

The new prolf&Dl should seek the pi of mczeuecl qncultunl prodnctloa and 1IICOID&'lI tbrouah enb.11C!tftI the role of the
pnvate sector (c:ommercW aDd family fumrn. md IIIIIbt qadi) Tbe DeW propam sbould IUppOrt pohc:Jel md IdloaI
that promote (a> III enablm, eIIVU'OIIJIIISI for pn~ UlVatmmt (mc1udma OIl-fum) md DeW eaD'IDtI m aptcu1tunl
productlon, DIIIlketm,. and proceulD, (e , • ICCeII to crecht aDd foreap acblqe. mstltUboDIl supportofllie pnvate sector.
repWory fnmeworIt). (b) UDprDVeCI pmductaoa teclIDoJoay for CIOpIIIId hveltOck_ICCIII toproductivemputI (mcludma
land) IDd eqwpmem (pumpI, Ullpl............ etc.); (c) marbtula ad pIOt'eI""' mfrutIudure (cbItributloD. storaae.
traDsportatlan, mformab.ClIl, p_adfI41IIPIIIIIIl). ad (cl) UIIpIOVeclJIIStltuuoaalC8J*1lY m supportof1Mqncultural sector

The meas to lIDplemal& tbIlIO prop.. ...... .. lU_mad techmcal IIIIstIIa md III aancu1ture leCtor speafic
~mmochty Import PmIJllD. July IIISW pohcy reton. aboald be aped to be opeatloully-oneated IDd budd upoa
ref6nDI Dfreaed 18 the PSSP

Other Recnmrmpdttmpa The CIP meclwmRD IboaId CODbDUe to focua aD. the qnculblle aector IDd m cbrect support of
the pohey refotma bemlldopted. pat of die DeW pI'OII'IIII. However. U 1M pohey area Iddreaed by the proJflDl
broaden and become IDOIe operatlaaal. cbe nap of ehpble collllDDChbei sbouId maeue.

The CIP chsbursemeDt medwnsm. u CUIl'mIl7 .dmmlttered (I e.. USAID 1Ctm, u banker). should cnIItrime UI1bl there II
eVldeDce that the local blDkml aDd foreIp adlaDp IIIIZIIpDIall system Ja able to Id""Ulster • CIP to~USAID's reportm.
and lCCOuntlD, stIDdardI.

As the empbaSlS of pohcy reforms sb1ftI &om the pohcy fiaJII8Work to IIIIkma polley dec1moaa operat1oDll. donors need
to recopu.ze a number of uuportml& lIDphcatlou. (a) cbe cheat orpmDbQU for doaor '.mnc:e _ mterICtloa will sluft
from the polley muustnea. wbtch WeI8 the appropnale eaI:ltlel UDder PSSP. to the 1me DI1.D1ItneI such IS apu:wtunl ID4
commerce. (b) the pervlSlve aDd cIeb1hllbDl CIpIClty c:aastnmII of JOVermaem will be eYeD more cntlcal IS the sluft mava
to hne munstnea. (c) the oanue of rechul(:a1umlf&JM:e overall ueecb to abaft Its emph'''s U III 11Dpfeme:ntatJOIl onentaJ1OQ
1S adopted and (d) donon. mcludm. USAID, sbould auamcm theu own c.paaty for macro and qncu1tunJ. econOID.lC analy.
SIS

I..~ILl~t3~3~O-~S~(~10~-~a":'"71-:~~.-Q.-=-S------------------------------ .......
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MAPUTO 2362

CLASS: UNCLASSIfIID
CRRGE: AID 5/28/92
APPRY: RRSS:,!ORN:FJ
DRlTD: AIrIF:JrILLER
CL1:AR: 1.ENG

2.F1PO
3.AG~O

~.PO

DIS!R: AID4 AMB DCM E
AIIAC

AI~/V rOR A?R/SA (PASS TO MENDtLSON AND SCHLOTTHAUER).
) MBABANI rOR ILA RIltLIB

1.0.12356: M/A
SUBJICT: POLIC! IErOR~ PROGRESS A~D PROPOSED AME~DMI~T

TO PRI'lT~ SICTOR SUPPORT PROGRAM, 656-0208/18

) Ill: (A) ~APUTO 2297; (J) MAPUTO 2294

1. !BIS CAlLI (1) SUMMARIZES PROGRESS 1M lC!II'I~G !HI
1~1/92 POLICT REfORM OJJIC1I'IS A.~ PIOPOSI5 1992/93
POLICT II'OR~ OBJICTI'IS; (I) DISCIII)S 1N AMENDMENT TO
!BI PSSP !BI! INCIEASIS lUNDS "AILlBLI lOR COMMODItY
IMPOI!S It DOLS 11GB! MILLION IN It 1992 AIr IITINDS !BI
P1CD '0 DIC.MBIR, 199~; (c) REQUISts 1~ AD BOC
DILIGAtION 0' AU!BORITY !O !BI USlID/~OZA~!IQUIDIRlctOR

I !~lU!BORIZI IN tOP INCIIASI FPO" DOLS 54,511,fll !O
DOts 62,511,"1; lID CD) IIQUIS!S !ID/Y lDTICI ON WBAT
100LD II IIQUIIID TO APPLY 11 IIGBT PIICIHT DISCOUNT 1M

) 'HI JICHANGI IA!I lOR CIP rUNDS. 1 SIPAll'l "ISS1GI
VI'L Else.III IN lM!NDMINT or TBI PSS/!! (656-0218) TO
II!INI !BI PICD, IHCI11S1 LOf, Alf P.O~IDI DOLS 10
"l~ttOI 1M rt92 JOR ADDI'1011L 11811.CB, fl AND
IftrL~I.!l!IOI "ANA;~IN!.

) t. VSIID BID PLANNID 01 COM!INIHG IN 1t 1992 !HI P1480
- 111£1 III DIl MPA lND DIA POLICY-RILATID TICHNICAL
j~stltl.ci-~rrOR!S INfO ONI MAJOI !HIII-YIAI PROGRAM,

) valCI VOULD B1'1 MOil fIGHTLY INTIGRA!ED OUR COMrlPCIAL
rool ltD ?lOG.1M VI!! ONGOING EllORTS '0 RATION1LIZI 'HI
Mllll! 70K »OMIS!IC AGRICULTURAL PRODUe!s. DUlING !BE

) PAIP/PID DISIGN, BOVElIR, SEVERAL CO~SIDERArIONS AROSI
!EA' AIGUI YO. POSTPO~ING A MAJOR NEW ACTlllTT UNTIL AT
LIAST lY 1993. THESE CONSIDERATIONS ARE DISCUSSED TO

) SO~I IXT.M! EILOV AND IN MORE DITAIL IN REl B ON 1Y 92
TITLE III AMBHDM!N! AND SIPTIL ON PSS/TA.

) -..._~----------.
SU"I1ARY
..... r_.....,.....-.,.;--...-._-

') ". }'~!~ ~ -

~~. , .. GI" COI'INUJD II 1991/1992 TO MAIl PIOGIESS WITB
- I 1~IOfII,r UlOI.'" t!JASURlS t 1M PAR!ICOLAI IN TBI ARIA 01

) .lCB1NG~ II!. IJJQ1~. AS IN tBI PAS!. BOVI'IR, rBI VIR
iil ..... , - - .

.P:\~~; ~~'t~ ...:.:'{ ",~,. -:~ J,."'\. ~,,).. - .1" '\
• '" , 1 n.,t''' 1C!"., .. 'V1\

18 HAY 1991



.-- ~""'~....1 ':~k~'l.f"'4> 'I.

l 'T

> L ... -~1

DO~INATED THE GOVERNMI~T 5 AGENDA AND DIlEF~!D A~TENTIO~

FBOM ECONOMIC DEVELOPMENT ISSUES IN ~HI POLITICAl
AfENJ, SUPSTANTIAL PROGRE~S WAS rAI& IN TALIS EETWEIN
TEl GOVERNMENT A~D ~ENA~O, I~ 1991/1992, TEPEI PROTOcOLS
~[RE SIGNEr COVIRING p~OClrUPAL ~li~ANGiMEN!S lO~ ~BI

PEACI TAL!S, LAWS GOVER~I~G TFt FOBrATION or ponITICAL
PARTIES, A~D 'LECTIONS ~HE ~EIT BOUND or NIGOTIATIONS.
SCB!DUt!D TO ~iGIN I~ JUNt, WILt ADDRESS TBl SINSITIV~
ARiA or T~E DIMOEILIZITION AND INTEGRATION 01 THI
MILI~!RY 'ORCIS TO IAT!. HOWEVER, PROGRESS AT THE
NrGO~IATING TAEL! BAS NOT IMPROVED TBF SITUATION ON TB!
GrOUND ANn IN RUtAL ARFAS SICURITY AND ACCESS ARI
OVERWHELMING CONSTRAINTS TO ECONOMIC AND SOCI1L ACTIVITY
AS WELL AS tNFoR~ATrON GA~HEBl~G A FURTHER PROBLIM IS
iEi CATASTROPEIC RIGION-~lrt DPOrGBT, VHICS THREATENS
MILLIONS oy MOZA~BIC'~ LIVES AND BAS RISULTID IN MAJOR
NE. POPDLATIO~ rISPLACIMENTS TBt ALL'VIATION or
DROUGHT-I~DUCID rOOD AND WATER SHORTAGES AND DROUGRT­
RILATlt tISIAS. YILL DO~INATE OUR ASSISTANCI OVIR tBI
NIXT YIAR

4 Nl'IBTH1LISS, ACCEPTABLE PROGRISS 'VAS MAtI TOWARDS
ALLOWING THt ~!~IrT TO DETERMINE THI PRICIS or CORN AND
aIel TBE ORDIRLl PRIVATIZATION 01 MAJOR PA!ASTATAL
ENT1PPRIsrs SLOWID AS TFE GOVIRNr!NT roc USED ON LARGER
AND MORE DIfFICULT CASES, BUM A GOOD D!AL 01 UNMANAGID
PROGRESS VAS REGISTEREr NONITHELESS IN PETROLEUM. 'Bl
GOViR~~E1T MAINTAINID THI PRIC~ 01 GASOLINI ABO'I IMPORT
PARITY AT THE SICONDARY MARtlT (rIRCATIO SICUNtAliO Dl
CArBIO OR MSC) IXCHANGE PAT! AND INCREASED THI PRICE 01
DIESIL IN RIAL TIRMS TO ABOVI P1RITY. TH! GO'liNM1NT IS
PROtl!lING rELIBIRATILT PUT WITH NO APPlRINT R~LUC!ANCI
TOWARDS THE lULL LIBERALIZATIO~ 0' TBI AlGAS MARltT, AND
TEIS SBOULt BE CO~PLETED BY DECEMBIR 1992.

5 A MAJOR lXTIRNAL EVALUATION el PSSP. CONDUCTID IN
MO'IME!!, 1991, rOUND TBAT !BJ PROGRAM'S COMBINAtION or
RISEARCH, DIALOGUE, AND 'ORIIGH !ICHANGE SUPPORT HAS
B!IN IrllCTIVI IN ASSISTING ANr ENCOURAGING TBI
GOVERNMEN' IN Its RlfORM 11IORTS. ,HI1VlLUA!ION
PICOM"INDID AN IIPANSION IN!O OTHII lRIAS CONSTRIINING
TEl GROWTH or A PREI MARII' AND. IN PAR!ICUL1R.
SUGGESTID MOl! JOCUS ON THI lINANCIAL SIC'OR. It ALSO

\.,~
7)

l1NCLASSIlUD

UNCLASSIfIED

/"APUtO 2362

,.APUTO 23t52

UNCLAS Sle'ION 02 OF * MIPUTO 02362

FOUND THA! IN ORDER TO fULLY RIALIZE THI BINEfITS Of THE
EXIStING (C!ANGEt) POLICIES, 'Bi MISSION SHOULD 10TH
..ONITOI AND ASSIST THI GRM 1M I!S I/"PL~M!NTATION or THI
C!lNGIS ON !HI GROUND. YHILE USAID AGRIES WITH 'BISI
RECOMMINDATIONS. WI ARI SEVER!LY CONSTRAINID BY THI NtID
FOR rURTBIR INFORMATION AND ANALYSIS IN KIY POLICY
AREAS, TBIS CANNOT BI COMPLITED IN ~IME TO DISIG~ ~ NIW
PROGPAM THIS fISCAL YIAR.

6 IN ADDITION, OTBEF IMPOR!A~T lACTORS SUPPORT AN
A~IND~rN' '0 THr PRISINT PROGRAM AND SUGGEST 'BAT 1 NIW
IrrORT IN ry 1992 WOULD BI PRI~ATURI fBI fIiSTtIS TBAT
MISSION SfAll RISOURtES ~Ust BI DI'OTID TO TEl DIOUGBf,
WHICB IS rRAMATICALLY INCRIASI~G root AID REQUIRIMENTS
A~D VHIcH PAS SIGNIrICANT IMPLICATIO~S rOR O!HIR 'ARTS
or TBI PROGRAM. PARTICULARLY THI TRANSPORT, P'O. AND
HIALTH PROJECTS FURTHERMORE, FOLLOWING THI
I~!RODUC'ION 01 'B' SECONDARY IICHANGI ~AR!I! IN
NOVIM!IR 1990, eIP tISBURSEMINTS WIRI SLOW, TBI
PIPILINE AND THI ~ROPOSID NIW OBLIGATION WILL BI
ADEQUATI TO MIlT IIPECTlD DIM AND AT LIAST UITIL 11RLY CY
1993

I---------------------------
1 BAC~GROUID, 1991 MACROICONOMIC DI'ILOPMIITS
-------------------------------------------------
7 A1TIR GOOD ICONOMIC GROWTB DURING THI rIIST 'HRII
YIARS or THI ICONOMIC RlHABILITATION PROGRAM, ;DP GIOY!H
SLIPPID I~ 1990 TO ABOUT 1 5 PI~CINf AND IN 1991 TO
AEOU! ONI PIRCIN!. VHILI INFLATION, VHICH HAD IALLIN '0
35 PIRCINT IN 1998, ROSI TO 47 PIRCINT roR 1991 AND HAS
rALLl1 Blcr TO AN ANNUALI!ID 35 PIRCIMT IN 1992 !HISI
Fl;UlIS ABI IT BIS! ILLUS!Rl!I'1 AND ALMOST CIRTAINty
UNDIRIStIMA'1 THI BOOMING URBAN I~rORMAL SICTOR. GIlING
TOO MUCH VIIGB! TO THI ALlllDY 01S0LITI UIBAN INDUStlIAL
SICtOl UlIO.'UNA!ILY.!WI DROUGHf WItL ILSO
SIGNI1ICANTLY RIDUCI 'ft~ ~ODIS! INC1%ASIS IN DOMISTtc
lGIIC1JL!UIlL P1l0DUCtlOM Unlllll IN 1998 AND 1991,

) AL!HOUGH I! BIS Not BID 1 MIJOR IMP1CT ON 'IADITIOMIL
IIPO.' CRO' (tOttOI. C1SHIV. AND Til) MiRII!tIG. YHICH
BAS RIM1IIID Af Ttlt tOV (AtIII! RISING) LI'%1S.

8. !II MIIOI CAUS. or LOW GlOW!!. lCCOI»IIG '0 THE IMr.
HAS JIll tBI flttUlI 0' 'HI DONORS '0 MiinrlIN
DISBU1SIMII'S 101 IHPOR!S A' IXPIC'ID LI'ILS. TBIS
'AI~I CllltlIILT A"LtIS !O !HI PSSP elP, YHICH rlCID
DflAMAfICILLY IIDUClt DIS1UISI~llfS YHIN !HI "SC YIS
INfRODUCID II 10'1M1ER 1998 !HIS SLOWDOWN HIS CAUSID
PARfLY It IHPOI'IlS' UNCIITAINfT RIGARDt"G fBI POSStltl
A'AILABILITY or roi%1 A! !HI orrICIAt RA!I. Pl1'LY IT
fBI LIHItlD A1S01'tl'l CAPICITY or TBI AGIICUL!Ullt
SICTOI. lND PIITLY BY 1 GINIRAL LAcr or LIQUIDItY. AS
DISCUSSID BILOW, 1101NNING Yt!! THIS ~INDMII'. PSSP

) WitL II!lID til ILIGIIILITt LIST rOI fBI CIP TO ltL
COMMort!IIS Plll"I!!ID BY lID RlGULAfIONS. AID MIT lPPLY
A DISCOUNT TO lIlLie, ~HI ADDITIONAL COS1 '0 THPORTIIS
('1-' ('IU ... It 'f)
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tNeLAS SICTION 02 Of • MAPUTO 02362

9 rESPITE THI DISAPPOIN!ING NUMEEIS, THI ~Oi~INM!NT
STATID THI II'OIM COURSI CHAPTID BY THI 1990/1991
ENHANClr STRUCTURAL AEJUSTrENT FACILITY (ISA1) ANt
POLICT fRAMIWOPl PAPER (Pf~) SIGNIfICANT PROGI~SS HAS
MADI IN SEVIRAL AREAS

10 DUlING 1991, THI GO'IRNMINT MO'ID MOST I~POITS AND
M#NT IIPOPTS TO THE MSC, YEICH HAS CRIATID IN NOilMBIR
199~ ~HIS MAPXIT PIO'ID ABLI TO PRO'IDI rORIIGN
EXCHANGI TO PRIlATI IMPORTE'S IN SIGNIfICANT AND
SUF'ICIr~T QUANTITIES OM DE~AND TO IMPORTIRS VITH
MITICAIS WHILI IT IS NOT CLIAR BOW TBI RATI IS
rETIRMINlr, IMPORTERS RIPOFT TBAT TBIY BAil BIIN ABLI TO
US! THI WINDOY TO MElT THIIR MIIDS ONI RIASON lOR THIS
IS TEAT tlMAND WAS LI~ITlt BY THE GOlIINMINT'S TIGHT
CRIDIT POLICIIS, WHICH HA'I LI~ITED LIQUIDITY GENIRALLY

11 TBI 11 SITUATION EAS ]ICOMI CLOUDIIR IN TEE PAST
COUPLE or ~ONTHS IN flBRUARY 1992, THI GOlIINMI~T,
UhrER Ar'IC! IT TEl I~f AND YORLt BANl. ANNOUICID THAT
IT WOULD NOT, AS PLANNID, U~IrY THI StCONDART AND
01FICIAL rx MARIITS IN MA'CH IN ANNOUNCING THI NON-

UNCLAS SECTION 02 or • MAPUTO 02362

~'T ~t f"~'" \~,-

-:t:;nctJrSlttIO" •.. ~'""l -:~J ...~~'
1JIIlICI'fIOI OJ'-m-IlDS','U"l4III~~n
fBI SlJPPO.f OT 1MB DI I",ra.lnn !D N~~
'!Bl! unC!lfllntYi:-h:'1~,{~IID~' II. J
U.uLIIU Jt 'fa Cllnu. luI. .,o....tn~J*IUICI.Qi' f",
uns If All Inl! ?nCD! mcont.''.3J 'inP'~!.( "1.1"
l 1JUAutlD Jt DOIOIS.! IICLnUrlJSlt1J;........nncrv""tg
, ,IINt1IN'-S VILLIII&NISS '0 PJIMI'f "0" ~1!1'1O'~11l
UIUtl lUI PlInCIPUIol II rrDUS1C!rmrS; rtCJ""nft,
itBl lPPLICUIOII or 'fBI 11GB!'" lUCn! D"lSCOlJIIf BIS-.ot
OCCURID. AID IllORMAL DISCUSStoWs yt~-.o.o.. ~KIIClfi
!H'! If MAT 10! BI POSSIJLI UIfIL-!.. BlI.r., ~lfIft
PIIJOR"ANCI I~PPO'IS NOTIClABLt. ~OIAftlTQUI#S VltQUI
PROILI" or IITIGRATIIG A rOllICI SICII.II t1AK[I!~! IS
OVIRVHILMINGLY SUPPLIID IT DITIBSI DOIOWI IIftlt1S III
nOM A wounu tUln! SOLUtIO.. YOf liAS CUflllLY ~
BAPPINID, TBOUGH, IS TBA' I~'OR'S BITI '0 1 ~1111 II!II!
MOliD !O A SINaLI 11TI TB1! IS PIO~&JLY CLOSII fO
IQUILIBRIUM TBAN !BIT OF A TIll IGO.

112 !H~ GOlIINMII' IUDal' DlYlct, BAS ~III DlCII1SID
rBO" 12 PIRCINT or aDP '0 3 'IICII' 1. 19G1 A'D IS
IIPICTID TO '0 INfO SUiPLUS II 1992. ~U'f !BI I"PAC! Ol
TEl DROUGHT CLOUDS 'BI OUfLOOI YOR 1982. fBI SUiPLUS IS
TO BE USID '0 RIPAY GOVERNMIMT DEB!S fO !BI CO~MIRCIAL
BANKING SICTOR AND WOULD INCRIASI CRIDIf llAIL1BLI fO
rBt PIIlA,t SICTOR

13 TBI IANI 01 MOZAM!IQUI BAS OfYICIALLY SPLIf IN'O A
COMMERCIAL BANK AND A CE~TIAL BANI. VI'H THI COMMIRCIAL
SIrl NOV SEIlING 10llIGN PARTICIPAfION '0 IMPIO'I I!S
OPIRATIONAL PtR10RMANCI 'HI O'~I M1JOR S!A!I-IUN
B K, TBE BANCO POPULAR DI DIS~NlOL'I~INfO (IPD), IS
AM~O SltIING 10RIIGN PABTNIRSBIP, AND fBI OIlLT PIIlATI
BANI, BA~CO STANDARD TOTTA, SHOOLD BI P~RMI!'ID TO
I~PAND ITS ACTIlITIIS 1 ~AJOR IISfIUC!U!IIG OY BANI
DEBT, AS YELL AS OTHIR lIR-IIACHING IlrOR~S, YILL II
NECISSARY TO MAIl TBI TRANSI'ION TROM 1 CIN!RlLLT
CONTROLLE! FINANCIAL SEC'OR. VEICB PROlIDID SUlSIDIIS '0
PAI15TA!ALS, TO A MARIIT ORIINTED SYS!~ SlRTI~G fBI
P~IlAT~ SECTOR, NllERTHELESS. IN 1991/1992 fBI GRM hAvi
SIG~I'ICA~T PROGRISS IN LAYIIG 'HI GIOUNDVORI rOI A
FUNCTIONAL COMMERCIAL IAN~I~G SICTOR

14 THI GO'IRN~I~T BAS DROPP~ MOST DIRICT PIICI
CONTROLS ON COM~OtITIIS AND SIRlICIS AND, VITH A llV
EXCEPTIONS (l G rUIL, WHICB IS A RIGOLATID MO~OPOLY)

THI R!~~I~ING CO~MOtITIES SUBJECT '0 SOME PRICI CONTROLS
AP~ IN PRACTIC! T~ADtD fRIltY ANYWAY

I

15 ,IN 'gNTlRPRISJ: aEFORM. PROGRISS WAS MADI III IN AD
HOC WAY ~A~Y STATI 1AIM LANDS VlRI TURNID 0'11 '0
FAMILY ANt PRIVAT! OPIRATORS 01 CLOSID DOWN AtTOGI,BlI,
AS Tq! !A~!I~G SECTO' (I I , ,HE GOVERNM!NT) WITHDRIW
TEE LI~E or c~JDIT (I , , SUBSIDIIS) THAT HAD SUS!IINID
T~F STATE ~ARMS YHA~ IS STILL LACIING IN .H! PIOCISS
IS CLA~ITY OJ PURPOSE AND POLICY, INctUnING WHA' IIGBTS
A~~ ACTUALLY P~lNG TRANSFERRlt TO TFISI NON-GOlEINMINT
o ~ATOFS, ~UT ~E!~! IS ~o QU!STIO~ TEAT TH! I~PORTANC!

I"
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( 'IODUCII ILOOI pnas in SUtJi PUltUJIID Bllr ~OttIl1t. 'I.
" I, 'IICI.! INCII1SIS IN til ftOOI 'IICIS. ~tlll'l "lI!JIII

JIIINS '10 noo! DOLS SS2/tOI liD IBlftJl DAIS fO 1100!
( DOLS 224/!01 If !HI "SO '11'1.

18. J:SfItU!lD cn "uno PItClS fa. 'SlItILU COfI'JODI'fI1I
( IN J1NU1RT 1992 IRI IPPROII"lfILY Dat~9 101 u.s.

SOURCI nLLOV CORN, DOLS 2". rOll !ur ~o:n. lIC1f liD
DOLS 2?e FOR U.S SOUllIIS. !'D IflPOl'P Palin J'I CI

( COHPARISON 10'1 DOMlS'Ie WHI!I COlli SBOULD LO~IClttT II
NOf WI!H u.s YltLOW COIN IU' "I'H VBITI COil 110ft
11"111"1, SWAZILAND, OR SOU!B AJRICl. II !lIS TIll or
IIGION-WIrw DROUGH!, WIPO.! RISf'lIC!IOK!, KIV 01

'I I DIlURII'I' SUIS IDT SftUCfUllJ:S. 1IID OfHII ;OOlllflll!
POLl ellS IN fHISI NIIGIJOIING COUNf'lllS IA'I MADI SUCH
PRICI COMP~~ISONS DllfICULt.

19 AtJUS!f1IN'I'S IN PIODUCEI ILOOI PIIelS JOI lIT CASB
CPoPS ALSO "IR! A~NOUNCJD IN OCfOl1'l 1991, VIfH NOMIIAL
INCRI1SIS 1M fBI 38 !O 50 PllelN' RAIIGI JOB GROUNDN~'I'S

(fO APPROIIMA'I'ILY DOLS ~12/!ON), CO!!ON ('0 IBOU! DOLS
233/'ON 101 HIGBII QUAttTT), AND CISHI" (fO ABOUt DOtS
2~ /'10")

20 !BI lS91!92 PRICI POLICT IINCBMllI "BICH H1S NO!
T!! BIIN f11! RILA!IS fO fHI CONSUHIR PRICI '01 RICI
fEE GBH HAS HISITA'ID TO LIlf THE 'IIID CONSU~II PIICI
tOR RICI !ICAUSI !XISTING MILLING AND M1RII!ING CHANNILS
rOR DO~tSTIC BICI SJI~ID UNLIIILT TO ILtow 101 QUICI
tNC~IIS!S IN MARII! PABTICIP!!ION AND CO~PITlfION, BUT
~A'SER s.I~ID CIRTAI~ TO LIAD TO INCRIASID MIRIIT
CONTROL ANr OPPO~TUNITT rOR RINTS BY A 'IV (PRIMAIILT
PARASfATAL) COMPANIIS MONITOIING or O.IN MARII'
CCNSUMER PRICIS lOR RICI IN MAPU'I'O AND BIIRA BAS
t!rOHS!RATI~ THAT RICI HAS BIIN VIDELY ~'AILABLI IN
THISE ~ARr!TS THROUGHOUT !H) PAST YIAR At PRICIS VRICH
SliM '10 Rt1LICT ~IAL MARIlfING COS!S lND WBICB CLlllLT
ADJUST TO VABIATIO~S IN SUPPLIIS. fHIS RILA!IVI
S!AIILI.Y IN OPIN MARl!! ~ICI SUPPLY lND PRICIS O'I! !BI
PAST TI#R IS DU! ~OT TO rOfllSfIC PRODUCtION OR TO rOOD
AID EUT TO COM~IRCIAL IMPOR'S ?RO~ ASIAN SOUICIS VHICB
HAVE 111M MArl I~CR!ASINGtY POSSIBLI IICAUSJ or JOfH fHI
AVAILABILITY or lO~IIG~ IICBA~GI !BROUGH TBI MSC AND TBI
~O~-!~fOReEM!NT OJ THi OlfICIAL lIXID PIICI fHUS,
WHILE WI HAll A DE FACTO LIBERALIZAfION or CONSUMIR
PfICE rOR IMPORTED RIC., VI!H iVIDI~' GO'IR~f1INT

ENCCU~AG!~E~T rnR SUCH COMMIRCIAL IMPORTS, THIRI HAS
STILL 3EI~ ~O A~~~UNCT~E~T or TULL tI!IRALIZ!TIO~ rOR
D ESTle ~~ODUCTto~

~..
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A AGBICUL!URAL PIICIRG POLICT

II 'OLICT 0IJICTI'15. 1991/1992

16 PAAD BINCH~ABIS 'OR 1991/1992: (1) 101 COIl,
BEANS AND RICI, ADJUSt P10DUClt fLOOI PIICIS fO KlII!lll

PARITY IASI; (B) 'OR CASH CBOPS, ADJUST ftOOI PIICIS fO
MAINtAIN PARI'Y JASI, AND (c) 101 CONSUftJI .IIeIS,
DIREGULATI CONSU~IR PRICI 'OR RICI BY JIIU11! S1. 1992.
17 'BI ANNUAL ADJUSTMIR!S IN 'RODUCII ftOOI PIICIS
(ErJICTIll JANU1RY 1~92) VIRI ANNOUNCID 01 SCIIDaLI II

.. ~
I YZCZC'!Ol • (I I .'. '-1. ,~,~ .., ~

~1'-i.". "t-

or 'fBI snU-COnIOLLlD AGII tUt!DI1L SUtOl 1:0I!JIlJID ~O

DWI MDtI IN !HI US! n1l. tl lDDtf!Ol. InfCI 0"" 101­
AGilCULtUlAL PLAN', SUCI AS ,BI MIJOI "l!j~-VOIltI'
PLAN!, AID I'll tBl IAILI01», (VHICB lKI or QIlSfIOIlJtl
COMMIICI1L 'IAJILI'Y). VIII lUI'BlI KIIOIIltlZID Jt !II
Lael 01 LIQUIDI'Y l'lIL1BLI '0 !BI S'l!1 SICtOI.
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21. 1JUl]) II mIl. JDDIUOIlr 1J00000t__.. -v-- ,

IJPIC!ID UIOVICIPIII! 'lIS JUI »ltltD lID........;' .'ftI,~ .,
]!I I'IlDI. 1fOnm,-UCI II "OIl"JIQUI. t. l--'.-lmB
MIIIOli S'flPLl' (JOU If JlOD17C'lIOI lID""1. COIS1IUUOI'
T7 1ll'lS) COHPlJ.1D 'f0 COil. nlCI VI UI It PllSlft
\ JIING VI!I 'BI GOlllI"I'! 01 JUlDll'11l'll~IJOIftS II
PRICING UD IUJlnTIU or 17.S. nnov Call CotntnCIlJ.
100D AID (S~ 117 A RI '1'1.1 III) V!ICI VIJ.L Bll1 JII­
R!lCHING IrrlCTS ON INCilllIMG PII'ICI'I'101 liD
COMPITITIO~ IN roon MlJlIITING rOI COil (liD O'RII
5TAPtIS, INCLUDIBG IItl) AT ILL LllILI.------------
! tIllSTITUlI 0' S'A'I 'AII'IS-- _.
22 PAAD !INC!I'IlRIS '01 1991/1992a (A) "11"111 CIIDI'
AN! SU1!SItT tlILINGS lOB S'I!I AGIICVtTUIIL IITZIPIISIS;
(E) CONTINUI DIlISTITUIIS, (C) CONTINUJ ANILTSIS OJ
DIVISTITUI! IIPXRIINCI AND DllILOP"INt or PotlCIII liD
GUIDILINIS, AND (D) DllILOP, INNOUNCI, Il'I'tl"llt
PROCIDURIS TO INCR!ASI TBANSPARINCT or tBI DITISTItUlI
PROCESS
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IT mltn~UIIf"OmWJ'HI.1Hattm "
UHIIRI'I1"111 an-nIT1U1l1IltllS"!O" a.",
ftl}'UI until rOICI Yft~JlISmnsfttll'J.".-~""'_.T;;"
"ll1nlllCI OJ SftIert:l'nUOW'lIrl:1Imr!O)lI".,m~-.:-4

1"~PllISlS. 1 t • ... &~"1~~" ~ .., ,
_ I rlt\~'.~~-»r. ~....

24.. 1fBILI 'fBI noelSS-lIlS 'lID 1'InLT 'n-u&cltll.-,r~-­
!AS lLSO IIIN HIPRlIIID. tWOSr1lCIIYtii Hlll'S-tO VOKr­
'fBI UND USUlttT In 10 untCI! 'f1l1J1ll. 10 nOCISI BtS
Tit "II 11'fIILII!ID TO ~Ita.l COI'II1JI:D1111!1'111' 'I II
OIDIHtT, fllNSPIRllT 'AS!101 01 !O SPICtrT II. CUl"I'fII
!INVII ON DlllStlD LIIDI. SITIRIL IMPOITlI~I'IClt
IIC'fORS III 1! YOU 'lllR1. (1) 1111fT 01'-tBY 1'11"1 01

INflllINlIl" IMD to 1'Ol9H OVlIllS stln "bfl urul1JOUS
CUI" to fBlM; (2) !II I'IlSUn- DIllstrfD'f or ''flU-ovNlD
PIOPII!T IS PIOJA!LT UNICClPTAJtl UN'tL 11'!l1 IGZllPlII'
BAS BI%N RIACHIn A' 'fBI PIACI 'IL~S, 1ND (S) VI,I
AGRICUlTURAL LAND ONI or 'fll PRINCIPAL II'IOIAL
RISOURCIS VHICH CAN RAPIDLY G~NIIITI VIIL'., ISPICIILLT
IN I 11.n0'!' ICONOI1T AlID VI'f1l PI1C~ ON 'l!r 1I01nOI, Tn I I
QUlS!ICN 01 YBO GITS Tn LIID IS A llRT DILICJTI all.
NO~I'H~tISS, USAID-1IMlNCID POLICy-oIII.,ID 115111CII IND
IILtTID TECHNIClL ASSISTANel ARI HILPING 'fBI GO'IKN"INT
IlA UA~ DIYlSTITURI-RILA'fID TINURI, rINANCIIL, IND
1ECHNICAL ISSuts A'D TO !IGI~ TO DEVILOP PIOCIDUlIS rOR
IrrRISSING TBISI tBI II1"ININ! ISTAELISRI11N! JT 'fBI
~OVERNMINT 0' A SPICIAt LAND COI'IMISSION 'f0 VORl ON
POLICIES AND P~OCEDURIS RILITING TO LAND ACCISS AND
tENOPI SECUHITY WItL EI AN I"PORTANT PUBLIC INDICA'ION
or ICtIVITY IN TRIS AliA.- -----------------------
C PRIlATI AGRICUL'U'AL SALIS AND SlRlICI

25 PAAD EIMCHMA!IS 'OR 1991/1992 (A) 'OR
IMPORTIRS/DISTII!UTOIS, MAINTAI~ PRIVATI II1PORT AND
tISTRIEUTION 01 !ID-'IN~NCID COI'IMODITIIS (IICBPT
PITROLIU~), AND COMTI~UI PPITATIZATION 01 AG-RltA~D
STATI INTERPRISES, AND (I) 'OR END USERS, CONTIHUI
DIRICT PRIVATI SALIS to IND USXRS

26 I~ 1991/1992, TBI PSSP 'INANCID APPROXIMATILY DOLS
1~ MltLIO~ I~ I~PORTS, or WHICH DOts 5 MltLIO~ VAS rOR
PETROLEUM ANr THI RIMAIND~R rOR PRIlA!1 SICTOR IMPOR'fIRS
~ND USERS IN ADDITION, THROUGH THI SICONDARY 11 MARIIT
MEca'NISM, Ta~ PRIVAT! SICTOR VAS GIlIN ACCISS TO IN
ADEQUATE SUPPtT or 10RIIGN IICHANGI TO MilT II'IPOI,
I!QOIRI~r~TS AT TBI SAMI TIMI. EICAUSI 0' THI STRICT
CRIIIT LIMITS I~POSID EY 'fHl MINISTRY 0' rI~ANCI UNDII
TEE I~l/ESAl AGRII~ENTS. fHI PA~ASTATALS RICIIllD LI'TLI
OR, I~ M!~Y CAS!S, NO CHIDI! THIS S!'IR1LY LIMITID
THEIR ACCiSS TO rOREIGN !ICHANGI TBI IRA 0'
PRIJEB!NTIAL TRIATM!NT lOR PARASTATALS APPIARS TO !I
OViR

27 WITH TB! REMOVAL or THEIR LI'!ELOOD. r~!1 CRIDIT,
~!~Y 01 THt AGFICULTUP~L PARAsrATALS CEAS!D TO rUNC·TnN
~I ,A~ TP! s,~! TIMl, ~IS·R~CTIONS ON PRITAT! SiC TOR
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31 PAA~ IINCH"ARIS rOI 1991/1992 (A) IS'A!LISH
·~IGA!I'I LIS'· rOR IHPORTS A! orrICIAL IICHANGI 11'1,
"ell NON-!IADI'IO~AL IIPOI!S TO MSC, (E) UNIlT O"ICIIL
AND ~SC IICBANGI RA!I BY MARCB 1992, AND (C) DI'ILOP
PJ ~S rOR MARIET-BASID lLLOCATIO~/PRIcING or rx
rC~~OVING ONIrICATION

32 !Hl GO'II~"!NT#S PIRlOIMANCI ON IINCHMAIIS (A) lND
(B) ABOVE WAS INTIRILY SATISfACTOiY rIIS'. 1 NIGA,IYI
LIST VAS PUELISBID ON JOLT 24, 1991, PLACING M1Nt
I~POI'S, INCLUnING GASOLINI AND AGRICUL!UllL INPUTS, ON
!B! SICONDARY RA!E, A JUNI 19, 1991, DleR11 PLACID ~ON­

fBAtITIONAL IXPOITS ON fBI MSC. SICOND, IMPORTS HA'I fO
A tA~G! ElTIN! ~O'ID !O A UNI'IID liTI THAt BIT!II
RErLICTS A MARrlT RATI BOVIVIR, AS NO'ID AEOll, tITTLI
PROGRESS WAS MAD! ON TB! !HIR~ JINCBMARI, TO DI'ILOP A
MARI!f-BASJD ALLOCATION MECHANISM rOR 'OIIIGN IICHINGI
lND, BICAUS! or ~HIS, IT APPIARS U~LI[ILY I. fBI SBOI!
TER~ TBAT DO~OIS YItL BI tILLI~G fO SUPPORT THI UNIIIID
SYST!~ VI!H UN.IID AI~ IN SUllICIIN! 'OLUMES !O MAIl A
~'RI!T SYSTEM vOP, TE! HAJOR STOM]LING ELOr!S ARI. IN
ORDI~ 0' IMPO~'ANC! (1) !BIRI IS NO fRA.SPARI~! HAIIIT
BIS1! PROrltOR! JOR Ta! ALLOCATION or rORIIGN IXCHANGI,
(2) THE BA~IING SYSTI~ PRISI~TLT C01SISTS or TWO Sfl!l­
OWNED COHMERCIAL ]A~IS (TBE BANCO COHMIRCIAL Dl
MCCA~BIQUf. WITH c5 PEPCEN! or TBI STSTIM#S ASSITS, ANr
TBr BA'CO POPULA~ ryl D!SIN'CLVIMI~TO) AND ONI LIMI!ED
stRiIe! ~RIVA!I BAN! (STANrARr 'OT!A), NONI 01 WHICH CAN
PROY~DE ErFICIT~' SER'IC?S WITH TBt D1GRII or
ACCOUNTABILITT TPA~ USAID A~D OTvER DO,ORS REQUIRE lOR
t~ !r AIt, (~) ~~NT rONORS TIl AID rOR DO~IS'IC

• , .l'''''I:,"t.: .'""t"1I!l'~+
:..' ,DRtlS' IIC!IOI':
.,,, -;4.~,jf' _&, > ..~.2~

....~ q:. r- .. •..."'"~«AJU~~.~'Q"-(

~O. IDClllno,-ur COftlf tOt' mY: • .
US! IISOJlf"'(t."I-;. fII~nun,ftI:. II
lquIPftllIt ..InoOt IllSm."UPDSII oS! ~'.,. ""1>:: ..
II'POIt.ununJitn. UH.fa-1 llIf1U\ In ,*,,' 'f_ 'i1 ~
COMAIIT IlS DOIMOUrrlC1t.tfIU '1" n III UI,nl"'~ 11J •"I' 111 VOlfB MUCB LISS cottt!JICI1:tIoT~ on-vAS
II lStlD II tBl8. l' PIISIN'. tfS rIIAlCllL 'OSIIIOI IS
SO 'IICAllOUS !BA! I! BlS llPOltlDLT Pl~
SIGICIlIC1N!LT UBIIiD IN S1tIlY PlT"INtS. - ¥BILl If IS 1
SB1"1 !BA' 'BI CONSTD~AJLt OYIKC1~I'I'IJ" 1'1CILI'IIS
111 NOT IlliG 'UBNlt 0'11 '0 Il1'ICII.t VII. 'BI
IMPORTANCI or "lel.1GIO AS lOtH 1 COt!PIfI!OI !O !BI
PII'A'I SlctOR AND IS 1 DllI1 01 S!A!I PI.ARCIS HIS
~ICO"! IMCONSIQUJN'11L.

3'. 'BI O'BJB CO"'I.IIS LIS!ID II 'II LIS' 'liD
1MIND"IIT -- II'IIQUI"ICA (AG10C~IClL IM'OllS),
INtlRMICANO ('Iucr AI» !lActol 1",0If5). 10lOR (SKID AID
AGIOCHIMICAL I"POI! lND DIS!IIJU!IOI), 1I1COMO (AG
IMPORTII/IXPOR!IB). AND STIIA (lG IQUI,"I.!) Bl'l ILL
SUllnlD UiUNTS or ,n SAMI rUI. OnIlUltlN:ID VI!!
DEBT 1ND StArr A~D UN1BLI !o COMPI!I, 'BIT 111 lADIIG
riO" !HI SCINI IA'HII !HAN IIIMG PII'ATI!lb.
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lC!InfIlS II "DIlle!~mmfl!t~
anlm ?lllSU!lLS cun'lD" , ........
IU",LI) Vnlll"O'O. !0I1' ~~
BOVITII. vni! lID CO.I ftIUtll-'!tgrn ~nl~ ;{'~1
UJIGILt II "lD IrAIIDS or 'll1S!1Ut.I.~n~JelU~~.
p"nu! "ILliIIIG III "!JOB UDAl AUU-"IS uaDlII.
1 iIDLT t HOnYll, 1Ill ll'SlIll IS I_CODUII•• 'Ill
DllILOP~". (511 Ilr J liD SIP'IL OI~S.l!l.)

28 'HI SIX M1JOI 10N-rll" l~IIcvt!Vl11 '1I1S!1'111
DISCOSSJD Ilf ,11:1 JUIII 1991 PSSP 'UD lIfIImml.,.. 1'01
PRIlATIZA,ION VERI VIIIINID SlgllllCllttT. IV! lOt II
THI MITHODICIL lND PIOrlT1JLI "lMIKI IIflllll1 II , ..
ORIGINAL PtANS TBI "lIN STUft!LIII BLOC[ tO~C!I'1
PRI'ATIZAtION IS THI rININCIIL StlUctUil or ,..
COMPANI1S, VIICH ILL HA'I SIGlllIC11' Dilts to fBI
JANIIIG StS,I", RIN~IRIRG !II" UilSIL1JtI VI'IOUI
COMPLI!I RIS!IUC'UlING lNOTHII ISSUZ I"'IDI.'
PRIlATIZATION IS THI DISPOSItION or UIDlIQUlttrIID liD
BLOA'1D VORtlORC!S fBI GO'tI~II' lID III '1I1S'ltlLS
THIMSILVIS DO NO' HA'l !HI IISOUICI! to 'UiSUI IHI
AGGRISSI'I RIS!Rll'CTURING tHA! VOULD II IIQUIIID !o "All
TBIS! COMPANIIS A!TRIC!I'l '0 PIIlA!1 INflstOIS.
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see PAID BINCBHI!tS 101 1991/19921 (1) ISSISS!BI
IMPIC! or !HI RISCIIDING or IIGOLAfOIY 115,.IC!1015 ON
INttt-DIS!RICT AND II!II-'IOTIICIIL "O'IMIN! 01
AGRICOL!UIAL COMMODI!IIS; (1) ISSISS fBI IKPlct or !II
OPINIIIG or DIS'RICt VHOLISILING OPPOlfUKI!IIS fa lIT
LICINSID T~ADIR DISIIIIG !O COMPltl; IND (c) COHPLI!I
ANALYSIS 0' LICINSIIIG IIQUIIIHINt! AND !All S!IPS '0
SIHvLIlY LICINSING RIQUIIIHI,tS !O INCOUlIGI MIV
CO"Pt,I'ORS
37 ON JUNI 6, 1991, TBI GOT~NHII! PUBLISBID 'HI
IIPICTID AN~OUNCI~I~! 0' MIIXlTING CHANGIS PIRMtttING
rBIE MOlIMIN! or COMMODItIIS AND !RIIIIIG UP VBA!
RIMAI~ID or 'HI "DISIGMA'ID" (1.1., MO.OPOLY/HONOPSONY)
DISTBI!UtORSBIP THI ANNOUNCEMIN! S'A'ID, II'IR ALIA,
r T (A) ~A!IOMVIDI. TRADIIS CAN CBANNIL SURPLUS
AvAICULfURAL PRODUCTS lROM ANT RIG ION TO ANT 0'911
RIGION, lRllLY, VITHOU, NIIDING ANT SPECIAL
AUTHORIZATIONS, AND (E) AGRICULTURIL PRODUCTS COULD II
POUGHT A~t SOLD ~T LICINSID 'RIDERS, INDUStRIIL I
PROCESSORS, AGRICULtURAL IN!IR'IISIS SUPPORTING !HI I
S~ALLBOLDIR SIC'OR, AND OtBl1 ~ARrl' IGIRTS. AND
rUR1HIPMOR1, 'HAT !IISI AGINTS VOULD !I PIRMI"ID '0 BUt
IND SILL A~Y GOODS 'HIT PLIISID.
I
39 IN 1991/92, .HI MISSION CONtI.UJD to MONI!OI ~IRrI'
ti'ELOPMINT 1M 0~D1R fO ASSISS 'BI IMPIC! 01 'BISI
CHINGIS SIGNIfICAN, INCRIASIS HA'I OCCUR!ID (IN LA!I
1991 AND !ARLT 1992, AS COMPARID WITH ~RI'IOUS TlAIS)
IN, rOR E~AMPLE, 'HI QUAN,I'fIIS or COIN ANt GIOUNDNU'S
TRA.SPOPTED BY SHIP fROM MAJOR SURPLUS PRODUCTION ARIAS
IN TBI NORTH Of TBI COUNTRY (VHICH HA'I ~OT BIIN SO
ArlEcTlt ~y THE RIGIONAL tROUGHT) TO TBI URBAN 100D
nl~ICIT AREAS OF BEIRA AND MAPU'O OTHIR EVIDINCI Of
MARIE! RESPONS! TO THISI NIV OPPORTUNI,IES IS THI
~riRGI~CI IN THi PAS! SI!1 ~ON'HS Of AN lXTR1M1LY 'IsI!LI
~Nn ACtIVE YHOLESALI MI~~I' IN BASIC fOODSTUffS IN
~APU~O, SUCH MAPIET sprCIALIZAtION IS A SIGN or NIV
PA~TICIPATION A~~ I~CR!ASI~G CO~~ETI'ION UNDiR 'HI
PSS/TA-FINANCED MINIS'RY OF AG~ICULfURI/MICHIG!N STATI
O~t'ERSITY fOOD ~ECURITY R1SIARCH PROGR!~. T~E

G £~~rENT AND THl MISSION ARE CONTINUING TO ASSESS TEl

~ ~ i .... r ~ ~
"~-:-~m ~'- )~i"'!>;'-l'''-; M~
(~~)tt:.~ _ (I " 'j ~ },,,,, ..",,,,J~ ............. 1J.L'"

.) r- ~ I t

'Jltmr- 1JIf1llJS 01 J nlftlltIIO, IISQUcmtlG"or ,n \ .. c
~ IAlIS'" Uts!IIG -U:iiJIIU' t'"••ctlUf.1ttHl'..... '0 ..,.(.. ~~ ~rIi
PDlI'll!lts UIfD 0 St'JII..-ntftl..."OJT~m 'Jt ~:!
to OOlllllttll!. Strcr U'Uttllf t..-!O COlt:! nClt""""
nPlcft]) !VO ,nc!",' 1"2 ~1JDCl1! snnot. OII:l"-,oUIII
P.'!NIISIIP! 111 ISflILISIJD,-1! IS POS'fUL1flD til!
S ,lIlrICII! IKPIO'~I.fS IN PIIYOKftlICI VILL rOLtof.

S5 tBI VOILD liNt IS POISID to FlOTtDl lDDltIO_IL
ISSIStANCI to 'HI CllltllL BIKE SHO.fLY, laD !II
GOJlRNMIM'l' nsnr IS lUll !O sn 'fBI com.nCUL URIIIG
SIC!OR IHPIO,ID IT lOllIGN IlfJRTlI!IOI.
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POLI!ICAL IlISON! 11m CilIa! 11SI1T VI'Z. tf .TI~r-lf
tU.IIS GOOD JlIntOPf'III'f SIIIII.~"!. ...... .,t ~~I>.M,~~,

tt l"~ : # JZ..4)l~...L}. il~,"
33. II Litl "!lOUT, VOl n JlfIlOtJICID 1 unuu....,- ~

tJNIlICl'fIOIi or 'fD IICBlIGi UtlS, '0 ClFlnoVleu'U
1'r.B! PIICIII! DISCOUN' (JI~ 'II DI J1C'fO 8111'111
~ lIl'-IAstl IA'I) 101 !IID lID, VIICI IlctullS Vlll)'1
eIP, IYrIC!I'1 lP1IL 1, 1992. 'lIS DOIS 10f, BOIITrI,
SIIH !O BA'I lX1~ pO! 111'0 PIIC!ICI. 'II '11.cr'LI OJ'
!HI DISCOUN' (IY COUPLI» VI!I .ILIIILI lCCISS fO 1'1)
SIIHS !O II SOUND, ,HOUGB, I! VOULD 11 0,,"11I '0 !II
COMHIRCIIL lANIS WHO VOULD IIOIII '11 LI"I!ID OSlOI'
FORIIGN IICB1NGI, Hl'CRING CUS!OMIIS VI!. "GIlT liD
USING fBI 11GB! PIlCIII! JO'H !O PAT 'BI II!II 11wtllO
COS'!S AND 'f0 unlct JUlns. OI'tL '111I1 IS 10lU
CON1IDINCI 'BAt !BI IANtS VILL PIO'I»I !II JIOtllJA1 ll1D
'IHA~CING SII'ICIS 1I'lc'I'ltT, 10VI,II, !II IIICOOI!
JOR TIID AIt IS UNLIlltT '0 IIALLY GI! orr fO GIOUID.

~4 IN 1992/199~, lUR'HII PROGIISS IS III!ICI'I!II IN
'BIS ARIA !HI COHMllctAL JANIS 111 ALL SiltING rOIII~1I
PAR'NIRS, AL'BOUGB !BI IN'IIIS' or SUCI POtlll!IAL

\.
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"I :t" I t < 1. f" 't' ..,.,..' - 1 't - ~. .

I "PAC! OJ !DU IUOI"S. -" - • -' ~~ ,",..l i;
"'~'\~\;1<- ~ """t.t«. 'l~}~~~

;,9. -'U Dnlll '0 fltn ttClntll 'Um I' 6ft
NIV IUUItS III' IC!IYJ'fItS II 'fOOD 1tDQtJ.' "tf'" Ifltl!
lllIlG UPLOIn.·~Cll!lIltt "OltrOJ !D "hUl IlDIltii
I'll DilLING l)CCUlS II !II 11:1011...1. nCfOlrntlDlII!
'f DIllS IN '0 ItJRAt WU liD stln, ItDIItS II ,a
URUN 1I11S. OIC!' 111 UNtICIIISJD II1D unDID. 1I10161L
AC!lll!IIS Bl'l HUSHiOO"ID IITI ~ LIJlIlttIltlOI OJ I

PRICIHG lND II~O'AL or NON·P~ICI "1IJ1'fI"~S'IIClro.s
I lND VltB 'fBI 11IDD! I1CLIII1UOI OJ nr"OOOlI"IIt.

nSPI'l1 !HI UNRIGULA!ID NAnn OJ' 'fOsr lCfl,nns. '0
ALLOW !BIM ('fBIRllt I"PLICIftY IICOOIIZIII !II
CONfRI!1J'fION 0' !BI IN'OI"AL "1I11! to fII lII'I'IL OJ
!HOUSANDS OJ JutI!S lMD SILLIIS).

40 'fBi ARIAS VBIII LICIWSIII ~IQUIllftlIIS III 'IOIIILT
A "ORI SIG~I'ICAN' CONS'!III' 111 1M !BI lSS~ILY-LI'Jt.
WEOLISALI-LI'IL, AN~ !lIISPOI! IND PloelSSII; IC!I'!!I!S
VHICB LINI !BI !VO II'IIL LI'ILS (PiODUCKI lID COIS1JftII)
or 'fBI "A!II!ING CHAIN INALTSIS IRI UIDIIIIT 01. Joi
EXAMPLI, WHOLISALI CO"HODI!Y OPWll!IONS II "I'O!O lID
BEIRA, AND PPI'A'! AND PUBLIC 'fIUCrIIC OPIIA!IOl5. !O

UNCLAS SECtION 07 or • MAPU!O 12352

.~
I'"j
&:;
""'l
b

~
r::
b

~,..,
(J

a
.."
~

~

~., C

(

(
'I II

(

(

(

(
•• II

II II

1JIctlS--SI~"_~_OJ~.,~j~p.." wT-q ~ ~
... .... y .... .,

USISS !O DISUClnrn vncu -a. tICllSlII
Ilsntettoll. fBIIl trTfn••a. -.ontD,,"'ft1f Mill
COlLsnUIIU fO 'IItteRino". ncw U .lYlInIUn! or
CISDI! 01 tlcr OJ SfAlt-uP CA'I!AI.. &aI ltSO I.BIJltll'
In 01 U'IIDlD lCftyt!!lS•• flllr tl'''l 'Im"t'Cr-m.'tn
'N~ rUtLY lSSISS fBI lctUlL COIS~lt.'fS~fO1101111
1 ~U'fl nefOI PlIflClPlftOIf II !DSK mms. -!II
nSVtfS 0' !BlSI IIiLYSIS ow DnC'flD to no W" •
GOT:ilNt1IN'f 1IID USUD lGlnrn:lI! 011 un '1f1l1S'" ,otteY
lND IILI'f11 IICULlfOIT ISJOI"••VT SUCI ~IICU!StOIS
rlOIAlLY WItt Oceut OILY IOltt II ClJiDUI DU 1"2.

~- ..
t. nUOL'l1Jft IftlOUltIO. an ftUDlr..
____ I •• --t 't.ff'~"'1 \

u. PAl» JIIICIlUUS 101 1"t11~921 ·'"(1) I!JIlIU'
COIISU.." nIn lO! IUOLII. If 01 non nrPOII 'Pony If
'fBI \'IISC Il!W liD COlfml 10 ID~US! COISUftD Ute:.- OJ
DIWSWL 'f0 IIILIC'f IICBII'W RAts 11» IlfIa'I'fIOIla'IICI
CBAlGlS; (I) co..PLIU lllLTSIS AD lfIPLlftlft T I

IWCOM"IN~I!IOIS 'a! DlRllutl!Y1G IftPO.'.~1IS!lrJa!10'.
lND PRICING 01 l'CIS; AID (e) lI~TIW I"'OIf liD
DIS!II!U!IOI 01 PI!!OLJUft PIODUC!S 'f0 ~tJT YUI'fBKI
"IASUIIS !O SUPPOI! A "O~I KlYICI.I! I!JIrJ! JOI fIISW-

.2 !BI PRICI 0' 'UIL HIS IDJtJS~ II "lICH 19~2. II»
IAS9LINW IS 10V SIINI1ICAN'fLY IJOYI 1",01! PAil!! (51

u.S. CIN!S 1 LI!~) VHlLI DIWSIL IS 1tJSf 110'1 'ARI!t
(25 CIN!S ! LI!Il). PlflOMOC, '!RI SOLI 1"'OI!11 01
r ·L, BAS PROPOSID 11 IU'fOM1!IC JOIMULl rOI IIGULII
l~JUSf~IN' 0' PPICIS TO IlrtlC! IXCIINCI 11!1 1ND I"'O!f
PIIcr lLUC!UI'fIONS 'fBIS WOULD PLICI lUlL SA'ILY IIOll
PARI!Y SO LONG AS THI IICBINGI IA!I BIMAII5 CLOSI !O 1M
IQUILIIRIU~ RAfl •

.3. IN DIC1"IIR 1991. USlID AND PlflO"OC 'IIPIRID 1
JeINT RIPORT R!CO~"lNDIMG !HI COMPLI~ LIllllLIZATION or
tHE AlGAS MARII'f, AND 'fil GOTIRNMIN! ICIIID !O I'fS
RECOMMINDATIONS IN JANUl~T 1992 !HI 'IPOR! IICO"MINDID
!WO PHASIS LIADING TO !~I RIMOVAL 01 ALL IARIIIIS !O
r,!~ INT'Y I~TO fBI IMPORT A~D DISTRIIUTION MIRII! 'fBI
FIRST OF TB!SI, TBI CANVASSING or ALL CONCIlNID P1RTIIS,
BAS BII~ COMPLI!ID A~D !HI SICO"D, 'HI DRAl!ING 0'
LEGISLATION ANt REGULATIONS or'ICIILLT LI'TING 'fBI
PITROMOC ~ONOPOLT 0" A'GAS IMPOR'fS, SHOULD BI COMPLITID
Bt lUGUST lS92 IN TBI INTJRI~~ PITROMOC MAT GIAN! AD
HOC I~PORT RIGBTS .0 BRI!ISB PITROLEUM TO BIGIN
IMPO'TATION, POSSIBLY WITH VSSP 'I"ANCI~G

~4 vlTROMOC, WITH IBRD lINANCI~G, COMPLITID A STUDT 0'
THE ~UPPLY OY VUIL TO MOZAMJIQUI, I~CLnDING THI QUISTION
or WHITH!R MAPUTO ~IGHT ONCE MO~E SIR'! AS A TRA~SI!
peINT lOR P!T,~t~M PRorUCTS CONSIG~ID TO THE EAS!IRN
t~A~SVAAL AND SWA7ILA~D PETROMOC ~AS ~ow PIQUlS,ID
rF~T USAID rI~A~cr A STUny o~ I~T~R~AL DIST~I!UTION,

W e ~ VI~V TO I~CRTASI~G CO~Pt~ITIO~ I~ DISTRI!UTION
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!ICAUSI or til IMPOltANCl 01 JUlL ~O!B AISOLUfltl (0'11

10 PIRCIN' OJ 'OTAL 1"'01'5) AND AS 1M INPUt TO

tRANSPORT AND AG!ICULfUBI, USAID YILL JINA~CI til StUDt

UNDIR PSS/TA IN Lltl 1992 OR IAILY 1993. fBIS IND fll

~XPIRIJMCI VI!! A'GAS SHOULD PtOlIDI fBI JAStS 101 1

LT'!ING or IIStRICTIOWS ON fHI IMPORT lND DtSTJJ!UTION

t OtBl1 PltROLEUM PlonUCtS

---------------------------------III 1992/1993 POLICY OJ31Cfl,IS

---------------------------------
45 IN GINIR1L US1ID VILL, 0'11 TEl NIIT TIll,

CON50LIrAfl AND ~IASU11 TBI PIOGIISS ACllltlD TO Dl'l

AMD JIGI" to IM'ISTIGAtl ARIAS VBlII JUI!BlI RI'OIM IILL

BAil 1M lPPIICll1tl I"P1C' OM ICOMOfttC GIOVTS,

PARTICULARLY IN A POS'-V1! INTtJONH)JT. IN 171leT lID

DESPI!I tOOSE INDS, !!IS !~IMDKlR! '0 lSSP SBOULD

SUISTAM!IAttl CO~PLI!l !HI P10G~lM ~1QUM I~ 1;89 lMD LAl

!BE GIOUNDVORI 'OF AN ,t 1993 S!AR! or 1 NIY "ut!I-TlAI,

IN!~GRA!JD CIP, fA A"D !I!tl 111 fROGll". O'J! !HI ~II'

U~CLAS S!CTIOH 0P 01 • ~APUTO 02362

i' \f '. ,.
(

(

(

{ I
ttl

(

(

II

UNetlS nC'flOIr fJ~ OJ • "!pna '~..!2

ITill, wnB lDDt!10lllt nOJ~c'nU1J usonclS ?IOTnJD

UMDII P5S/!I, USAID IItt COI!INUJ liD 1IP11) 1151.leB

INTO LANr !JIU!I ISSUlS, JOOD SICU1ltTl, AND "1111'

DItILOfI'fIM!, CO"PLJ'I 1. IIIfIlL S'UDl or !11 POLICT

COIS!llII!S fO Til OPIIA110W or !WI flucrt.~ tl"SflY.

JlMl"Cl 1 STnDt OJ !BI lIS!llI1U'fIOI ot JOJL, lID

ITIlf! StUDY 0' fHI fINANCIAL SIC!OI, PARftCULllLl or
tEl 11111ING SUlSIC!Ol.

I

46, III ALL OJ T1II non lUIS, USlID WItt OPD 11ft 01

S'RINGT!!M OLD LI~IS or COI'fI'fURICITIOIl ON !HI POLICT

DULOGU!. SltnAL tit PIlSOIINlL 1! !BI "IRUftt 0'

IIMANCI, INCLUDING !II "IIIS,II, B1'~ CBlIGJD, AND

OSAID'S ABILITY fO DIIPIN fBI POLICt DIILOGUI lAS

Sorr1llD rJOH !II COH!tKotMG tAcr OJ 1 Sfl" ICONO"ISt.

COllUSION lMD UP!!AllLS 1M ~BJ HIMIS!lt OJ lI!ICULTUlJ

BAtt C1S1 rou!!! OM IBI!H!! OUi 100D SICUlI!T IMD "11I1!

R1S1AICI ?BO~!IM Cl1 CO.'INUl TJIII; II O!II! 1111S,

SUCH IS !IOcrtNG AND lOAD MAINflNANCI, !BlII 111 NO

CLIAR LINIS Of AO!BORIfY JOR POLICY RIYO~ DICISIONS,

!BUS RJMDIRING POLICt DI1LOGUI OM !HlSI TOPICS DIJJICUL!

1,D 'I~l-COMSOMIMG.

___________ T _ •• '

1 AGRIcuttURAL PRICING POLICT

---------- - .. ,...
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,~ POLICY OJJIC!ITlS 'OR 1992/1993. (1) COMPtl!. fBI

PROCISS or LIJIRALIZING RICI PRICING, RJ'AINING ONLY 1

PPODUCtl 'tOOi PRIC! IASID OM IMPOR! PARI!Y; (I) ASSISS

tMP1C! OM ?~ODUC'fIOM AMD MARIITIMG or PIICI CHANGIS MAD!

U ~IR PSSP 15 Iltt AS tHI CHANGIS IN tlLLOY COlli PIICING

1 J M1RII!I~G TBAf ARI !IIMG PROMOTID lY !I!LI lIt

48:~ COHMJM' 1M ADDI'ION, UNDIR PSS/'fl !BI G1M, VI'H

US~~D ASSIS!ANCE. IItL MONITOI !BI I"PAC! or !BI

SU!S~AN!IAt loor AID, Pl!fICUL1RLY COIK, OM l'lIL1IILI!T

lND H1RXI! DIT!LO?r!N! (DIS'RIBO'YOM, PROCJSSIMG,

IHtIB~JrIARIIS) !BIS MONI!ORING YILL PIO'IDI fBI GIH

VI~B TBI IM'OIMl!ION NIIDID TO nlf1LO? I'S POLICt

0!J1C!IlIS AND PIO'IDI Pllf OJ !HI 11515 or OUR NIIT HPA

PIOGIAM

1-------------
B. DItlSTITURI 01 Sf!!1 JARMS

------------------- .•. _-- .
'9. POLleT 0»JIC!t1~S 'OR 1992/1993 ~(!) CONTIKU~ fO

CLOSI OR tIllS! STAT! 'AIMS TO MAXI fa.II tlMD IND O!BJR

IISOURCIS AtAILA!Ll TO PII'At~ S~C!OR OpIRATORS, (I)

IMPRO'I TBI tll~SPAi!HCt Of DIVES!I!UII !R1MS1CTIOH, A~D

(e) CONSTlfU!J A ~ATtO~AL LA1D COMMISSIO~ VITH A MANDATE I

'0 ADDRESS ISSUI5 VITI BiGlin !O LA~D ALLOCATION I

PlocltnR~S, ADMIMIS,RATION, POLlct Ri10R~, USI PLANMING

A,n CONftICT RiSOLUTIO~,

II i
I I

Ij I

k-
,s.;l

.d

11 I

r-----------------------------------------c PRI~ATt AGRICULTURAL SALts A~U S~VICE
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UNCLIS SICTION 19 or • ~IPU!O 82362

-------------------
50 POLICY OJJIC!IYlS rOR 1992/199~ (A) VITI tHl
POSSIJLI IICtp!IOI or PlflOMOC, LIMI! PSSP eIP lINANCING
to PIIYAfI In'O!!115 !ID IND-USII!; lND (I) COM!INUJ
VTf! CLOSING 01 PIIYATIZATION or PI~AS!I'AL AGIICULTURAL
1 fIRPIISIS.

51 TBI MISSION VILL CON'INUI TO nOHI!OI TIl
DI'ILOPMIN! or PII'AfI AGRICULTU!AL SUPPOI! SII'ICIS,
WITB ISSISTANC! UlnlR PSS/!l, nlselIllD SKP!lt.

D ACCISS TO rOllIIN IICHiNGI- . ---------
52 1992/199~ POLICY OJJIC!I'IS (A) ~IIN'lIN PlI'A!1
SIC'OI ACC!SS '0 11 T!lOUGH !II NIV -rOIlIIN IIC!1NGI
MA111, !A!I- (WHICH WILL INCLUDI !HI !I1D 1MD UNtIID AID
WINDOWS: (J) STUDT lND DI'ILO' PLANS rOI "lIIlt-IISID
ALLOCATIO~ or 11 USING THI CO""IRCI1L J1NIS; (c)
P1I01ITIZI CONSTRAINTS '0 A JUNC!ION1L CO"MIICI1L
IANIING SUISIC'OI

'~
T

( I(

.. ~'! I

II

( I

(
., I

UlCUS nC'flOI l' or • t11l"O"tC7 '2SCS2- -~

53. COI1ftl11!a lnD 1M I.nUL ron '0 In ftOnB PDIOD
DUlII' 'Itel I"POlfIR5 BID ;111' IIlJICUl!Y II ICClsSt,;
'BI "SC, IVIDS IIC1"1 IJ1IIt! l'AILJJtl rl SIGNIfICANt
QUIItIttl! liD Bill I~II'ID so. SIICI tBi ~I 'ICtO
UNIfIC1,ION or !HI OlfICIIL lND SlCOID1IY wrCB1NGI
-tflS. BOWlTZ!, IANII15 BAlI IIDIClflD IM'OI"A'LY fO
.J"I CUS'OftIlS 'Bl! II rulDS HIT BICO"I SClICl1 l' fHI
NIV "'OlltGM IICBINGI "1111' RA!I." !HI PIOILI" rOI tBI
lilt till WILL II to MAXIMIZE tBI "1111! DlI'IN
OPIII!ION5 OJ 1 1I Ml111! tHA! IS DOMIll!ID BY fIID
tONOI !ID, SIICI If 511"5 HIGHLY 'ILlIlL! !BI! fBi
IIL1!111L DONOIS WILL VN!II QUIetLY. VSIID WILL
rACILIT!'1 fBI IflILIBILItY or II '0 !HI 1X!llf POSSIILI
It, (1) IIPANDING 'BI LIS! or ILIGIBLI 1"'01'5 VIDII tBI
crP !O ILL COMMODIfIIS ILIGIILI 101 l.t.l. rINANelll,
liD (I) If 1 COHlllNf SYStlM rOI DISCOUN'IM; 'lID lID IS
IS'IILISBID, lP'LYIIG !BI DISCOVN! '0 US1ID IUNDS
(IICLVlIIG PI!ROLIUM)! lSSUMING IIQVIIID IPPIO'ALS All \
OltllNID lIO" lID/W 101 DOIIG so.

J. Plltl!1 "AIII'IIG CBINNILS---------
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5l. 1992/1993 POLICY OIJICft'lS (1) CONtINUI
lNALYSIS or LICINSIIG IISfIIC'IONS AND BILltlD
nISIIC••tI'IS '0 MARllt PlifICIPAfIOI; (I) DI'ILOP 1
PIOGlln 101 TBI PIIVltIZ1'ION or tBI "AJOI Pl11StltlL
'tUCIIN' 'tllfS (IGIICO", DPCCN, Cl"OC, lMD POSSIJLY
tIlNSCllGl); (C) IDIN'Iry !HI CONS!!lINtS !Bl'
LICIMSII' 11S!IIC'IONS PL1CI ON THI PII'I'1 VIOLI51LING,

TOI1GJ
f

PIOCISSINI, lND tRANSPOR' or GOODS lND IDIMTIIY
I COIIIC! 'I "JASUlIS '0 O'IRCOMI 'HI"' lND (D) LI1' lLt

rIIID !lII"S rol PRI'lTI tIUCXIRS.

S5. COMM~NTI USAID HAS IIGUN I rAIR~Y THOROUGH StUDY
or tHI ARllS I1Ll!ID to !IANSPOR' to tDIH!I1Y
CONSTK!IN!S !O IrrICIIN' OPIIA!ION or !BI INDUSTIY
tlIS VILL II COMPLI,ID BY SIPTIMBER, 1992 IND PIO'IDl
rOLICY OPfIONS TO tHI GOVIRNMI~~ IN TBISI lRllS\
INItIAL rINDINGS INDICATI 'HAT GOYIRNMIN! POLICY IS TO I I
PII'lTIII Til RIM1INING LARGI PAI15!I'lL ILII!S
(ILtHOUGH !BIII IS 1 DlrINI'IONAL ISSUI 0'11
'''!S!A!IL), !BA! LICI~SI~G POLICY POSIS NO MIJOR
COISTI,lII!S TO PlIl.'1 SlctOl AC'I'ITY, IND tB1T TARIl'

I SI"IIG IN flUCIING WILL soo~ BI DISCONfINUlD.

se. USIID IIPICtS 'HI GO'ERNMIN' TO CIRBY OUT I!S
PRlSlMf IN'INTION TO ILIMI"A!I rIXID tlRIrlS ON DOMlstIC
CillO TRllltC. 'BISI All II PRINCIPLI SIT CINTIILLT,
PIR TON- IILO"ITIR lND 'ARYING BT BOlD SUllAC), BU'
WITBOUT IIGAID TO TRI~SlCTION-5PICI1IC fACTORS SUCH 15
'OLUMI, II~O'INISS, A'AILABILITT or BACIBAULS, 01
SICUlITY RISIS. IN PRACTICE, PIOVINCIAL AUTHORI!IIS
BA'I THI RIGBT TO PIRMIT BIG HiP RATIS THAN TBOSI SIT
CI~T~lLLT

I
J7 IN AIIITION TO fEE ABOVE POLICY AREAS, USAIt WILL,

Ij I
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I I
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PRISINT UNCOMMIT!ID AMOUN' 24,205

6~ THI VORST !IAR lOR N!V COMMITM!NTS. IS NO!ID ABOVI,
HAS 1991, VBIN NON-JUlt CONNOtITT IMPORTS 11LL TO A NIFI
DOL~ 3 MILLION, LARGILT BICAUS! OJ THI DOUBLr~G 01 fHI
IICHANGI Rlfl SINCI TBI BIGINNI~G or 1992, DEMAND rOR
CIP fUNDS HAS INCR!AS!D CO~SIDJRABLr, ALTHOUGH IMPO»fIRS
MAT SOON POSTPON! MAJOR PU~CHASES IN ANTICIPATIO~ ~, THE
RILE AS! OF DOLS 190 MILLION IN UNTIED WORLD BANI rUNrs
WITB THI PROPOSIU JY 1992 I~CREA~E OJ IIGBT MILLIO~,

P~~IV!R, ,~t Dlp~NDING ON DIVELOP~ENTS I~ THE 11 MARlEr,
l_i CARRY-OVIR TO 1993 COULD BE CO~SIDERABLr LISS THA~

V"CT.I! ncnor 11" or • ,,,PVtO 123:fS2
POSSlJtI. UIUS IILL I. ClIIlULLT ..l!COl) 15 1 BS'f or
fHI CIPICY!Y or !II Pltylfl SlctOI to 1"'01' II»
tIStlllO!1 lUlLS. !BI "1301 iARRI.! '0 !HI II!INSION or
LIJIRlLIZID I~POI! 1ND IIOLIS1LING !O O!BIR lUlLS IS fBI
IfAILllILI!t or !II IIQUIIID 'OLU"I OJ rOIIIG, IIC!!NGI
,-~ ANNU!L I"PORf COS! 0' AYGAS (UNDII DOLS 2 ~ILtION)
Iw I'SIGNI'ICAN! CO"PAIID fO fHI TOfAt roa ILL PIODUCfS
(APPIOII"A,ILT 111 ~ILLION) 01 DIISIL (DOLS 51 MILLION)
USAID WILL CONDlfION IUR!HII 'INANCING O~ PITIOMOC
IMPOI!S ON 'ROGRISS IN INCRIASING COMPITITION IN !BI
DISTRIBUTION lND POSSIBLY I"POR!A'IO~ or lUlLS OfRIi
THAN AlGAS.

60. tWO CHARGIS (Oil IIQUIIING AIDIV IPPIO'AL) All
PROPOSID HlRI· AN INCRIASI IN lUTHOIIZID LOP rUNDING BT
DOLS IIGBt "ILLION rROM DOLS 54.5 MILLION fO DOLS 62 5
"ILLION AND CONCURIINCI I. !BI APPLICltION or 1
DISCOUNflD IICBINGI 11!1 lPPLIC1!LI TO US1ID lUNDS, II,
AT 1 lU!URI D!!I, SUCH A DISCOUNT CAN II JUStIfIID AND
lPPllas lORll!LI. !BISI IRI DIAL! VIfB SIP111!IL1
BILQW. USAID WItL ALSO ItPAND, ElrECfI'1 IMMEDIAfILT,
!BI LIST or CIP-ILIGIBLI COMMODI'IIS fO ILL COMMODITIIS
P1IMITflD B1 AID POLIct. rINALLY, fBI PlCD WILL II
IITI~DID BY 18 ~ONTBS, to D1C1HBER. 199~. WHILI IT IS
IXPIC'ID TBAt ~OSf OR ALL lU~DS WILL BE lULL1 COM"ITTID
BT !HI IND or 1993, fBIS PACD WILL ALLOV !BI MISSION fO
lULLY DISBURSI rALLoUT In,DS A~D JUNDS FROM TRANSACTIONS
• 1f ARI CANCILED AIT1R AID COMMITM!N! DOCU~IN!S ARE
ISSUID

61. AS NOtlD ABO'I. DIMAND 'OR CIP lUNDS VIAIIHlr
(IICIP! lOR lUlL) IN 1991 AITIR THI INTRODUCTION I~

NOVIMBII 1990 or fHI MSC. WHILI OBLIGATIONS INCRIASED
THI fllND IS AS YOLLOWS (IN DOtS 000 VITH COMMITMENTS
10UN~ID TO TBI MJIRIS' MILLION)

I II

III
I

I I

............
~-... -

JUEL

""5,000
5,000

COMMITMENtS
8,0""

10,200
8,0""

11,000 (TO DUI)

OJtIGUIONS
13,550
22,5"0
17,390
e,0e0 (PlOP)

lse9
1990
1991
lS92

CBARG.S TO fHl eIPG,- N • _

62
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UICLlS SleTIOI 1. 0' • "IPUtO '2~S2

IN etOSI eOLLIJOiltIOI It!B !II VOILD 1111'S lOIDS II»
COASTlL !HtP't.; (IOCS) PlO3lC!. tNI'll'~IISI1RaI l.fO
Til JII1NCIIG or lOA! M1IlflNAIel lID iIBlJILI!l!ION
USIIG Pll'lfl SICTOI 10IN!S.

- ------_. _. ----
r. Pl!iQLIU~ IMPORtlTION IND M!lfI'II;

58. PllD BIICI"ll(S 101 1992/19~r (1) Bt lUaUS! 31.
1992, J.GIN PIItATI IMPOR!I!ION or ltG1S, (I) IT
DICIMBIR 31, 1992, 1MIND IIIS!ING LIGISL1!IOM AND
RIGULA!IONS '0 Pli"IT 'lSi IMPORTAtION or It;lS SUIJIC!
fO IIASON1BLI lND CLIARLY sPICIrIID SAlI" S!ANDlADS.
(c) COMPLlfl DOMISfIC DIS!IIBU'IOI STUDT, lin DI'ZLOP
PROPOSALS 101 MatING '0 A rill MARlI' rOI 'II
DISTlIJU'IOI OJ DIISIL lND G1S0LIII, lND (D) "OII!OI 'BI
IMP1Cf OJ LIJIRILIZAfION ON !BE PIICI lND A'IIL11ILI!t
OJ AtGlS, IS 1 PIOTOTTPI '01 OfBIR lUlLS.

59 COMM.N' PITROMOC A~D 'BI MINIS'I! or IIDUS!IT AND
INIRGT lRI PIIPARID TO PROCIID WITB TBI CO"PLITI
LIilRALIZATION OJ AtGAS AS lASf AS IS AD"INISTiA!I'ILt



UleLAS SICTION 11 or • MAPUtO '2~62

IN PIIlIOUS TIllS II SIGNIfICINftT INCIIISID lftOUltS
or lUlL 11I1 TO II 'IIIICID. !HI 'IPILINI cootD IJ
ilruClt TO lLMOST NO!IING DUlING CT 1993.

64. DISPtTI BOPI 101 1 GINlJlt IHPIO'IftIN! II til IIVtT
~ ·'IID "0Il HIlII!-IASID STSTIH '01 lLLOC1!II; 10RllGI
1.~HI.GI. !Bl VIltllSSIS II !BI I1NtIIG STS!IM (lOti
CIHfllL AND COHHIRCIIL) MIAN TBiT USllt C1NIOT l' ,ItS
TIHI PROPOSI 1 C1SS TRANS'I! 01 I'IN I1N1 HINIGIHIN! 0'
CIP lUNDS. NONITHILISS. I'IRY IlrORf VItt II HID1 '0
PARALLIL THI IHIIGIIG 10RIIG~ 11CHINGI SYSTIM. SO LONG
15 l' BOLDS PIOHISI 0' LIIDING TO 15 JIll 1 HIl1lT 11 ms
POSSIILI Ultll TBI CIICUHS!ANClS. I I

65 1 P1AD 1HIID"INT PIIPIIID II SUPPOI! or THI
lU!10II11!IOI IMIID"IMT I~D IHPLIHIN!A!IOI CI1NG)S
DISCUSSID IN TIIS CIILI VILL II COMPtlTID II JU'T 1992.
TBIS IHINDHIN! VILL PRO'Itl rOI SI'111L CBlIGIS II CIP
PROCIDUlIS. THI rIIST STIP. VBIcH IS VITBII !SI
HISSIOH'S lUTBOIITY AND VHICH SBOUt~ INCIIISI SOHIVBAT
(ALTHOUGH POSSIBLY 'O'r SI~NIfICANTLt) !II CIP COHftI!~INf
R1TI, VItL BE TO lI'A~D. 15 l1R AS 1 I.D 'OLICY
PIBMI'rS. TBI LIST or ILIGIILI COMMODITIIS. IrrlCTITI
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IICIP'IONS to fBI POLICY 15 SfATID II 'HI GUIDANCI
CAlLI.

67. USAID IS UKAWARI or ANT SUBSIQUI.' IHII~INt TO !BI
AUTBOIITY TO APPRO'I IIClPtIONS TO tBI IICBANGI Il!1
PCLICT. VI THERlfOll RIQUEST AID/W RI'IIV fBI POLICY ON
IXCIANGI RA!I AND AD'ISI VHA! StBPS US1ID WILL Blil till
TO APPLY !HI DISCOUNT II IYINTS IN fHl II "Alii! lPPIAI
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(~) TBI IXTIN! !O VHICB tHl tBl NIV UNTIID/TIID VINDOW
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fBl' fBI Ilr0111 H~~NfUI1 V1S 1111111111D 1M 'fBI rlCI or
D9 r,tINING PII C1Plfl GDP. GI'IN THI POSIfI'~ IIrOl11
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l'AILAILI rOI N~ rI~ANCI.G C0l111ITI111f5 UNfiL YlLL INfO
C! 1993 fBIS VItt PIO'IDI US1ID lND 'BI GII1 VI!! fBI
fII11 MICISSllT fa DI'~LOP A 51' OY POLICt CB1NGIS fO
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I Introductl.on

Food security Analys1s

Mozambl.que presents one of the most d1ff1cult development challenges in
Afr1ca Per capl.ta 1ncome l.n 1989 was est1mated at $80,1 and at least half of
all households, urban and rural, cannot meet m1n1mum da1ly calor1c
requ1rements from the1r own resources The cont1nu1ng armed conf11ct prevents
most rural 1nha~1tants from tak1ng advantage of 1mproved econom1C 1ncent1ves
to 1ncrease product1on and market1ng, and also 11m1ts access to raw mater1als
wh1ch m1ght attract 1nvestment and prov1de employment M111l.ons of rural
people have been dr1ven 1nto c1t1es, towns, and refugee camps, where they lack
access to land, potable water, health or educat10n serV1ces, employment, or
secure food supp11ss

In th1s cr1S1S env1ronment, the food issue dominates, cuttl.ng across all
sectors and affect1nq the country's pol1t1cal, econom1c, and soc1al v1ab11l.ty
In address1ng th1s l.ssue, attent10n to emergency needs runs parallel to the
absolute necess1ty to regenerate productl.ve 1nfrastructure and act1v1t1es,
Mozamb1que must, through whatever means available, feed l.ts people, yet also
must beq1n to develop a dynam1c and eff1c1ent pr1vate productl.on and market1ng
sector capable of ensurl.ng the food secur1ty of the populat10n for the future

For purposes of th1s d1BcusB10n, food security is def1ned as access for all
people at all t1mes to suffl.c1ent food for a hea~thy and product1ve 11fe. The
two essent1al elements to this definl.t10n of food secur1ty are, of course, the
ava11ab1l1ty of food and the ab1l1ty to acqu1r! it Research find1ngs
throughout southern Afrl.ca, 1nclud1nq recent inquir1es 1n Mozambl.que, have
documented that national or aggregate availability of food (the~tional food
balance) 1S an unrel1able l.ndicator of both food ava1lab111ty to households
(supply) and households' ab1lity to acquire it (demand).

Nonetheless, to provide a context for the following analys1s, which centers on
household food security, 1t should be noted that even in aggregate term.
Mozamb1que is one of the most extreme food deficit countr1es in the world,

"'_ depend1ng on food donations for an estimated 80 percent of market requirement.
and an est1mated 30-40 percent of total national supply (domest1c product10n,
commerc1al 1mports, and food aid) of basic foods. Th18 s1tuation eX1sts
desp1te the fact that over two-thirds of Mozambique's populat10n st1ll
(despite war-related insecurity and drought) live 1n rural areas, and, of
these, v1rtually all are involved in agricultural, pr1mar11y food, product10n.

erST ~N"!Lfi8LE COpy

I"World Development Report 1991 The Challenge of Development," lBRD,
June 1991



II Character~zat~on of the Food Security S1tuat10n ~n Mozambique
Food Supply and Sources, Effect1ve Dem~nd, and L1nkages w1th
Nutr~t~onal Status

Wh11e the aggregate food balance 1S alarm1ng enough, there ex~sts cons~derable

var~atlon among households ~n terms of both availab~l~ty of and access to
food. The range of th1s var1at10n 18 d18cussed below 1n terms of two
categor1es of households rural and urban However, ~t should be noted at
the outset that rural and urban households also demonstrate many s1m1lar1t1es
(~n household food product10n, ~n ~ncome and expend1ture patterns, and 1n
cop~ng strateg~es, for example), espec~ally among the poor

A Household Food Secur1ty 1n Rural Areas

1 Food Supply and Sources

Wh1le nearly all rural households depend on the1r own product~on for much of
the1r food supply, there 1S cons1derable var~at10n (dependent upon geographic
locat10n, land access, consumpt~on preferences, and market opportun1t~es) 1n
what and how much these households produce. There 1S no comprehensive data on
1nd~cators of rural household food security, and the data that do eX1st from
geograph1cally l1m~ted samples are not of cons1stent re11ab111ty

The m1d-199l M~n1stry of Agr1culture (MA) - M~ch~gan State University (MSU) ­
Un~vers1ty of Ar1zona (UA) smallholder household survey 1n three d1stricts of
Nampula Province prov~des revea11ng 1nformat10n about household production and
market part~c~pat~on ~n food crops 2 3 Key f~nd~ngs relevant to household
food secur~ty ~nclude'

a. Land access for smallholders ~s much more
lim1ted than has been commonly assumed 1n government and donor planning
documents; mean farm S1ze cult~vated in the three districts surveyed ranged
from l.lha to 2 4ha, and 1n only one d~str~ct did SO percent of the households
have cult1vated fields total~n9 more than 0 7Sha per adult equivalent member. 4

This suggests that a sign~f~cant number of households, dependent on their own
food production and prev10usly assumed to be more or less self-sufficient, may
be in an extremely precar~ous situation, especially S1nce these data show that
the larger households have the smaller farms. The reasons for the small .~ze

,_ of hold~ngs are still being explored.-

2A ser~es of work1ng papers based on th1s survey, some pub11shed and
others st~ll ~n process, are ava~lable from the MA/MSU proJect off1ce, from
USAID/Mozamb~que, or from MSU

3Food crops 1n th~s d1scuss10n 1nclude ma1ze, cassava, beans, r1ce,
groundnuts, and sorghum

~h~s f~nd1ng has been prev10usly ~nd~cated ~n other smallholder surveys
a 1989 FAO survey ~n Man1ca PrOV1nce found household landhold~ngs as low as
0.04ha and mean hold~ng S1ze (average of the four d~str1cts surveyed) of
1.ISha.

2



b. The MA/MSU/UA data show that the household's own
product1on 1S at a level cons1derably less than self-suff1ciency. Estimates
of net annual income per adult equ1valent range from as little as u.s $26 to
about U.S $130

Table 1
Income Shares Expressed in Calorie Ava1lab1lity

Per Adult-Equ1valent Household Member
1n Nampula
(percent)

Income Source Monapo R1baue Angoche

Food Produced, 41 1 65 1 38 4
Reta1ned for
ConsumptJ.on

Food Produced, 5 9 118 23.1
Sold

Cotton Produced, 20 3 1.3 0
Sold

Cashew Produced, 8 7 0.2 13.7
Sold

L1vestock Sales 3 6 5.4 2.6
and Slaughter

other Ag. Sales S 3 4.8 6.9

Cash Payments 14.6 9.0 14.8
from off-farm

Note: Balance of 1ncome provided by extremely small contributions of in-
kind off-farm payment. and/or remittance••
Source: MA/MSU/UA Nampula Survey 1991

"'--
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c As the income sources shown above J.ndJ.cate, food
market partJ.cipation of rural households J.S much more extensJ.ve than
prevJ.ously thought

Table 2
Smallholders J.n Nampula Food Market PartJ.cJ.patJ.on

Smallholder Percent of Surveyed Farmers by DJ.strJ.ct
Market BehavJ.or Monapo RJ.baue Angoche

Buy Only 7 3 4 2 2 6

Buy and Sell 13 8 5 a 5 2

Sell Only 53 2 63 a 83 5

NeJ.ther Buy Nor Sell 25 7 27 7 8 7

Source MA/MSU/UA Smallholder Survey 1991

The data J.n these dJ.strJ.cts also show that households that only .ell and those
who both buy and ••11 also reta1n more of theJ.r own food productJ.on (per adult
equJ.valent) than those J.n the other two categorJ.es The group that neJ.ther
sells nor buys food has the lowest net daJ.ly calor1e ava1lab111ty (per adult
equJ.valent), varyJ.ng between 1390 and 2178 (2100 calorJ.es per day J.S a
commonly used estJ.mate of mJ.nJ.mum requ1rement for "normal" adult act1v1ty
levels, less than 80 percent of th1s 1S cons1dered to be "food J.nsecure")

d. Product10n of cash crops usually adds to the
household's cash J.ncome W1thout reduc1ng its self-supply of food Households
that produced a cash crop (e 9 , cotton or cashew) also produced food crops in
quant1t1es equal to or h1gher than those produced by households that d1d not
have cash crops (see Table 3) Even more str1king, total household cash
income from all sources averaged 228,315 met1cais 1n Monapo, where cotton
prov1ded most of the cash 1ncome, and only 138,004 metJ.caJ.s J.n R1baue, where
sales of food crops provided most of the cash income.

4



Table 3
Smallholders ~n Nampula:

Household Product~on of Food Crops and Cotton

Per
D~str~ct Cotton Food Crops Capita
and Sales as Food Sales as Food
Producer Cotton % of HH Crops % of HH Crops
category Jjgll Cash Jjgll Cash .ow
Monapo (average) 216 0 70 7 1129 9 21 8 338

- Non-Producers 0 0 1075 4 36 1 419
of Cotton

- Produc~ng 50 2 60 4 941 7 11 8 256
<100 kg

- Produc~ng 138.4 51 5 1140 5 15.8 267
100-200 kg

- ProducJ.ng 319.7 73 1 1174 2 14.5 221
200-500 kg

- Produc~ng 727 1 84 0 1288 0 7 0 351
>500 kg

R~baue (average) 15 0 6 6 1327.5 60.7 298

- Non-Producers 0 0 1156 2 68 8 272
of Cotton

- ProducJ.ng 21 7 12.1 1821.0 78.9 368
<100 kg

- ProducJ.ng 131.3 47.1 1908.3 37.4 336
100-200 kl)

- Produc~ng 291.7 50.1 2958.3 49.9 628
200-500 kg

Source: MA/MSU/UA Nampula Smallholder Survey 1991

'-
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2 Effect~ve Demand

Household S1ze 1n rural areas var1es but 1S ofte, thought to average S1X to
seven members, of wh1ch three are adults (16 yea~s or older) Data from
Nampula show somewhat smaller household s~ze tha~ these commonly c~ted

averages.

Table 4
Household Character~st~cs

1n Nampula

Character1st~c Monapo R~baue Angoche

Household Sloze 4 06 5 1 4 2
(Mean)

Number of Adults 2 50 3 22 2 80
(Mean)

Age of Househo~d 41 40 42
Head, Years (Mean)

Polygamous Households 8 5 17 10
(Percent)

D1splaced Households 5 5 9
(Percent)

Female-Headed 8 7 5
Households (Percent)

- Source: MA/MSU/-UA Nampula Household Survey 1-991

Cash 1ncome and phys1cal access to food markets are the cr1t1cal factors in
effect1ve demand for the food these households requ1re but do not produce
themselves. Although there 18 evidence that the food market1ng system 1n
rural Mozamb1que is no longer entirely useless to rural consumers, market

,_ supplies in all areas, even 1n distr1ct seats, are still extremely unreliable
~ due to factors such as secur1ty problems (wh1ch interrupt supply lines) and

the seasonal1ty of ava1lab1lity of different commod1t1es Mozambicans 1n
rural areas still cannot depend on markets for surv1val, even though, as the
data above 1nd1cate, they do not produce enough food to meet the1r own
consumpt10n needs

6



As for "purchasLng power" Ln the rural areas, very lLttle data is available to
either support or correct prejudLces The SWLSS MonLtoring Proqram Ln Cabo
Delgado has prLce data from 1986 (pre-economLc rehabLlitatLon program) through
1990 5 These show that the chang~s Ln prLces of key (albeLt mostly non-food)
consumer goods, deflated to Lncorporate concurrent agrLcultural producer prLce
changes, were vLrtually all Lncreas~s (e g , 20 percent for cookLng oil, 190
percent for sugar) But prLce monLtorLng Ln rural areas stLll does not
LndLcate eLther the level of or changes Ln consumers' effectLve demand. UntLl
1990, rural households found consumer goods eLther cheap but scarce (through
offLcLal dLstrLbutLon channels) or expensLve and more or less avaLlable
(through parallel market channels), now, such commodLtLes are perceLved as
expensLve but abundant (through open market channels)

Although net Lncreases Ln prLces were reported, the SWLSS MonLtorLng Program
also reported that surveyed households saLd they bought the same amounts of
key consumer goods (sugar, salt, cookLng oLI, rLce, and non-food commodLtLes)
Ln 1990 as 1n 1989 StLll, 35 percent of the households reported
"d1fficultLes" Ln feedLng household members Household food shortages were
met through help from famLly members and ne1ghors and from emergency food
dLs~but10n programs, 80 percent of such help was Ln the form of food
commod1t1es, not cash

The emergency food dLstrLbutLon programs Lnclude free food for households
d1splaced or affected by the war, often Ln combLnatLon wLth packages of seeds
and tools to permLt these households to quLckly reestablLsh productLon 1n
the1r new areas, food for work programs also are used in some areas It is
est1mated that approxLmately 1 8 mLllLon Lnternally dLsplaced people and
returnLng refugees wLll be Ln need of such emergency food ass1stance durLng
1992, although thLs estimate may rise as the full effects of the region-wide
drought are felt. Emergency food supplLes are -prLncLpally managed and
d1strLbuted by the GRK's Department for the Prevention and COntrol of Natural
Calarm..t1es (DPCCN), under the National Exeeut1.ve COmmittee for the Emergency.
Although 1t LS d1rectly very active in all provinces, DPCCN also depends upon
a number of NOOs to assLst Ln this distribut10n.

In sum, then Although Lnformation is neLther reliable nor comprehensive, the
Lndications are that even Ln a "good" year rural households produce
s1gn1ficantly less than the1r consumpt10n needs of food products, that cash

~ 1ncome from sales of food or non-food crops and off-farm employment is
Lmportant but unhkely to meet the households' needs, and that market supplies
of food commodLties are still undependable even for those who have cash.

~ata from 1991 have been collected but reports on the analysLs of these
data have not yet been publLshed The source of thLs Lnformat1on LS
"MonLtor1ng AdJustment and Rural Poverty Ln Mozambl.que Results from the SW1SS
Monl.torl.ng Programme l.n the PrOVl.nce of Cabo Delgado, 1990," Dr Rolf Kappel,
SWl.SS Development CooperatLon, August 1991
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B Household Food Security ~n Urban and Per~-Urban Areas

1 Food Supply and Sources

On the whole, urban populat~ons ~n Mozamb~que are at present market dependent
for the~r food suppl~es Non-market food sources can ~nclude

- own product~on

- NSA

- consumer
cooperat~ves

- employers

- family and
neighbors

- rem~ttances'-

37 percent of per~-urban Maputo households reported grow~ng

at least one crop,6 wh~ch contr~butes as much as 5 6 percent
of the household's ~ncome 7 In other urban areas of the
country, the ~portance of own product~on ~s l~kely to be
even larger s~nce land ava~lab~l~ty ~s probably lower and
wage employment probably h~gher ~n Maputo than ~n the other
c~t~es

In Maputo, the mor~bund government rat~on system (Novo
S~stema de Abastec~ento, NSA, wh~ch ex~sts only ~n Be~ra

and Maputo) prov~des part~c~pat~ng households about 9
percent of the~r cereals, 8 3 percent of the~r ed~ble o~ls,

and 10 4 percent of the~r suga~ supply 9

Some employers prov~de an ~n-k~nd supplement ~n the form of
food, for those who rece~ve ~t, th~s source may approx~ate

1 to 2 percent of the household' s ~ncome 10

Maputo household data wh~ch is-8t~ll be~ng analyzed suggests
that these households rece~ve a s~gnif~cant percentage of
the~r supply of wh~te ma~ze products through ~n-k~nd

rem~ttances from fam~1y connect~ons work~ng ~n South Afr~ca

6"Per~-Urban Basel~ne Research Results' Maputo, Mozamb~que," Graham et
al., Oh~o state Univers~ty, October 1991.

7"Inquer~to as Fam~l~as Relator~o sobre os Resultados do 1 Modulo do
Inquer~to na C~dade de Maputo," Government of Mozamb~que, Nat~onal Plann~ng

Comm~ss~on, Nat~onal D~rectorate of Stat~st~cs, December 1991

IAn August 1990 report of the GRM/M~nistry of Commerce-Food Security
Department, "S~tuacao Actual de Producao, Consumo e Aval~acao Nutr~c~onal na
C~dade de Nampula -- Pesqu~sa," reported that of the households surveyed ~n

Nampula C~ty, 90 percent produced cassava, 58 percent produced groundnuts, 39
percent produced ma~ze, and 26 percent produced r~ce
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Market sources include food shops and the open markets (dumbanengues) Recent
government surYey results
~nd~cate the relat~ve ~portance of these two sources for bas~c commod~ties

Table 5
Household Basic Food Expend~tures by Source

Commod~ty

Percent Spent In
Shops Markets

As Percent of HH's
Total Expend~tures

Lowest Total
Incomes Sample

Cereals
Edl.ble Ol.ls
Roots/Tubers
Fru~ts and Ve~etables

Sugar

10 3
49 5
715
62.0
34 9

50 7
42 2
28 5
38 0
54 6

31 5
4 1
2 7

16 9
5 5

23 8
3 9
2 5

13 3
4 0

Source· GRM-CNP-Statl.st~csDecember 1991 Maputo Survey Report

The cr~tl.cal food commod~tl.es both from the nutr~tl.onal po~nt of v~ew (that
~s, prov~dl.ng the bulk of calor~es, prote~ns, and nutr~ents) and from the
household budget po~nt of v~ew are the cereals For urban res~dents ~n

Mozambique, these comprl.se princ~pally mal.ze flours (white and yellow, varl.OUS
meal qualit~es) and r~ce, although wheat products are also ~rtant ~n

Maputo

Much has been learned recently about the types of ma~ze products commonly
available,_the preferences among these products as expressed by priceB r and
the ~plied crOBS ela.t~city of demand among maize products and r~ce. While
research on ~eBe ~S8ue. CO~l.nues, the available data shaw clearly that the
traditionally preferred and domest~cally produced white ma1ze products have
largely given way in market importance to yellow maize products provided by
u.s. commercial1zed food a1d programs. 1I This dramatic shift in market
importance has occurred 1.n the only f1ve years since yellow m&1ze began to
provide approximately 40 percent of urban Mozambique'. total cereal
requirement.

Yellow ma1ze food a1d 1S commonly sold as (1) grain, (1i) a relat1vely high
quality, partially degermed flour (85 percent extract10n rate) produced from
the yellow gra1n at large parastatal m1lls, or (1~i) a straight-run whole
flour (99 percent extract10n rate) produced from the yellow grain at small
hammer m1lls located 1n neighborhoods or market areas. Although supply is not
rell.able (see Annex 8), for the most part yellow ma1ze products are widely
available 1n open markets throughout the Maputo and Be1ra (in Ma~tQ,-more

than 30 sizeable markets eXl.st at present, as well as innumerabl.~.mall.r

neighborhood markets, there are s1.gn1.ficantly fewer in Beira). White maize
products, l.ncluding domest~cally produced grain, flours made from domest1.cally

IISome yellow ma~ze products dl.verted from U S emergency food a1.d
programs also make the~r way l.nto urban markets
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produced or from imported grain, and h~gher ~ality flours ~ported from
Swaz~land (for Map~to) and Z~abwe (for Beir~) are also ava~lable ~n these
markets

2 Effect~ve Demand

Assess~ng the effect~ve demand of consumers in Mozamb~que's urban and per~­

urban areas ~s d~ff~cult, but as more ~nformat~on has emerged through recent
stud~es and mon~tor~ng act~v~t~es, the grav~ty of the s~tuat~on has only
~ncreased. The most recent est~ateJ2 ~s that approx~ately 50 percent of
Maputo's populat~on l~ve ~n absolute poverty, wh~le anecdotal ~nformat~on from
the n~ne prov~nc~al cap~tals and the c~ty of Nacala suggest that the s~tuat~on

~n these other urban areas ~s probably s~m~lar The current work~ng

def~n~t~on for absolute poverty ~s a per cap~ta expend~ture of less than
30,000 met~ca~s or U S $12 (at the current parallel exchange rate) per month

Table 6
Per Cap~ta Expend~tures Per Month

by Households 1n Maputo

Per Cap~ta

Met~ca1s/month

<20,000
20-30,000

30-40,000
40-50,000
50-100,000
>100,000

Per Cap1ta
Equ~va1ent

U S S/year

«U S $96)
(U S.$96-144)

(U.S.$144-192)
(U S $192-240)
(U S $240-480)
(>U.S $480)

Percent of Sample

29 7 Destitute
21.0 Absolute Poor

14 8
10 0
15.9
a.s

Source: Bernd Schubert, GTZ, quot1ng GRM Nat10nal Directorate of
Stat~stics

As recently emphasized in a discussion of poverty alleviat~onl3 based on the
,_ Stat~st~cs D~rectorate's find1ngs, these "absolute poor" are a very

heterogeneous group, and several sub-categories of absolute poor have been
named. Some of the truly dest~tute -- those households where, for example,
there ~s a large number of total household members (mouths to feed) and a very
small number of employable adult members (breadwinners) -- are thought to have
v~rtually no effect~ve demand This report estimated that 1f they tr~ed to
ma~nta~n a balanced d1et from ava1lable resources, households 1n th1s sub­
category would have to surV1ve on less than 1,400 calor~es per person per day

12National D~rectorate of Stat~st1cs, op C1t.

13"Al1ev1at1ng Dest1tut1on 1n the C1t1es of Mozamb1que' An Attempt to
Des1gn an Effect1ve and Eff1c1ent Urban Safety Net,' Bernd Schubert (GTZ),
Apr11 1992 (f1rst draft)
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In Maputo's urban and peri-urban area alone, it ~s estimated that 30 percent
of the population falls into this category of destitution Improvements in
market supplies and pr~ces of -.food are.-no~ likely to improve the~r household
food secur~ty.

Leav~ng as~de this group, for wh~ch non-market safety net programs are being
developed and ~plemented, we find 70 percent of the population with some
effect~ve demand For the 21 percent of the populat~on class~f~ed as absolute
poor but not destitute, th~s effect~ve demand 1S not large, certa~nly not
suff~c~ent for a healthful d~et, and ~t varies over t~e depend1ng on changes
~n employment s~tuat10n of household members as well as on changes ~n market
pr~ces of bas~c commod1t1es These extremely rough est~ates suggest that at
present only 50 percent ~f urban households can obta1n anyth~ng approach1ng an
adequate year-round d1et But a large port~on of even th1s group 1S only
sl1ghtly better off than the "absolute poor" W1th the tremendous volat1l~ty

~n market pr1ces of bas1c food commod~t1es due to unrel~able supp11es (and to
other factors), as many as half of these households also cannot be cat9gor~zed

as food secure. -

C L~nkages between Food Secur~ty and Nutr~t~on Status

Even the scanty 1nformat1on that does eX1st on household food secur~ty ~n both
rural and urban areas of Mozambique cannot pred1ct or be conf1dently
correlated to nutr1tional status of household members, as~de from the s~ple

observat~on that where there ~s clearly not enough food ava1lable to the
household, at least some of the members are certa~n to suffer some form of
malnutrition due to undernourishment Furthermore, ~nformation on overall
household food secur1ty as est~ated based on the ava~lab111ty of calor1es
from a few staples (gra1ns, pr1ncip~lly ma~ze, and tubers, pr~nc~pally

cassava) can g~ve no ~ndicat1on of the adequacy of d~vers1ty 1n the d~et,

wh1ch ~ cruc1al for balancing nut~~ents w1th~n a more or less calor~e­

adequate diet. F~nally, even ~f indicators of both household-level food
security and nutritional status were-ava1lable, lit~e 1S known about the role
of disease in nutritional status of Mozambicans; ~n particular, the impact of
unsafe water and inadequate sanitation (the rule rather than the exception
among both rural and urban households), wh1ch are known to boost the ~nca.dence

of a whole array of diseases which impede the individual's absorption and
util1.zation of the food consumed.

,_ There are no comprehensive data on nutr1tional status among rural or urban
households in Mozamb1que. There are regular clinical data from government
health fac1l1ties which include such indicators as growth faltering or
incidence of low birth we1ght, but since only about 30 percent of Mozambicans
have access to these health facil1ties, the extent to wh1ch these data reflect
the real s1tuation is not known. Besides the clinical data, both the Ministry
of Health's Nutr1t1on Department and numerous non-governmental organizations
involved in emergency relief activ1t1es conduct many spec~al nutrit~on

surveys, although these are generally on very specif~c at-risk populat1ons
(for example, in areas w1th high numbers of war-displaced households or where
natural disasters -- drought, flood -- have struck) The follow1ng comments
are based on the ava11able data and thus are ind1cat1ve only
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1. Low Birth We~ght

Reported nationally, th~s ~nd~cator (b~rth we~ght less than 2500 grams) var~es
seasonally from a low of about 12 percent ~n September to a high of about 18
percent ~n February, d~saggregated prov~nc~ally for the last quarter of 1991,
the h~ghest ~nc~dence was reported ~n Zambez~a prov~nce (17-18 percent) and
the lowest ~n Maputo prov~nce (7 percent)

2 Growth Falter~ng

Nat~onw~de for 1991, th~s ~nd~cator (for ch~ldren less than three years old)
also demonstrated seasonal var~at~on, rang~ng from about 13 percent in January
to a h~gh of 15 percent ~n March-May, fall~ng to a low of 10 percent in
August, and reach~ng 12 percent by December The nat~onally aggregated curve
~s below the "alarm" l~ne, wh~ch ~s drawn at 16 percent, and the
d~saggregat~on for the last quarter of 1991 showed all prov~nces below th~s

l~ne, rang~ng from about 8 percent ~n Gaza to about 13 percent ~n Maputo and
Cabo Delgado. The nat~onally aggregated curve, wh~ch ~n 1987 was above the
"alarm" l~ne, has rema~ned below s~nce 1989, but has not cont~nued to fall,
one hypothes~s ~s that dramat~cally ~ncreased food a~d suppl~es wh~ch followed
when Mozamb~que (w~th World Bank and IMF support) began ~ts Econom~c

Rehabil~tat~on Program ~n January 1987 were suff~c~ently large to br~ng the
curve down, but that the next "~ncrement" needs someth~ng more poss~bly

more food, a d~fferent dietary compos~t~on, or ~mproved access to water,
san~tat~on, and/or health fac~lit~es.

A prov~nc~ally dLsaggregated comparLson between growth falterLng rates Ln the
f~rst SLX months of 1991 and those Ln 1990 showed lLttle change despLte
presumed Lncreases in agrLcultural production in 1990

One MLnLstry of Health report dLsaggregated 1989-90 quarterly growth falterLng
data for Inhambane province to show rural-urban differences. This clear~

demonstrated that LncLdence of growth faltering in all quarters of the year is
higher among urban populations, and the greatest dLfference, Ln the second
quarter of 1989, was between 19 percent for rural and 30 percent for urban
children One hypothesLs for th~s sLgnifLcant difference LS that urban
popu1atLons, which Lnclude sLgnLficant war- or drought-dLsplaced populatLons,
have less access to land for household food production yet are still unlLkely

~_ to have sufficLent Lncome to buy food

3 Wasting

ThLs LndLcator measures weLght for he~ght among ch~ldren less than f~ve years
old, and LS the sLngle common indLcator presently ut~l~zed by all the
nutrit~on surveys done Ln Mozambique. Worldw~de, an ~ncidence of wast1ng
highe~ than about 3 percent LS usually "cause for concern," in Hozamb1que, the
more than 90 nutr1t~on surveys conducted in 1991 reported 1nc~dence of low
weight for he1ght ranging from less than 2 percent (1n a camp for the
displaced receLv~ng regular supplLes of food aid) up to 28 percent (also among
the displaced), but only 10 of the surveys reported an Lnc1dence less than 3
percent.
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III Causes of Current Food Security Situati~n

A H~stor~cal Background

Trad~t~onal food systems in Mozamb~que were based on subsistence product~on by
households (~n fact, there ~s little ev~dence of the ex~stence of ~nd~genous

trad~ng systems of intra-rural markets or rural-urban transact~ons, such as
those so vibrant ~n west and central Afr~ca). Under colon~al rule, these
trad~t~onal food systems were undermined by plantation product~on of non-food
crops w~th forced labor (e g , cotton, also s~sal, tea, tobacco), by contracts
between the colon~al powers to prov~de Mozamb~cans as laborers to South
Afr~can gold m~nes, and by the ~pos~t~on of a "head tax," forc~ng Mozamb~cans

~nto wage labor on the plantat~ons or ~n the m~nes

The expans~on of urban-based adm~n~strat~ve and commerc~al act~v~t~es dur~ng

the colon~al era further contr~buted to draw Mozamb~cans away from subs~stence

product~on L~ttle attent~on was d~rected toward ~ncreas~ng product~v~ty to
create surplus food production by those rema~ning on the land (although ~n the
areas where such surpluses were produced, Portuguese shopkeepers d~d trade ~n

these surpluses at government-fixed prices) In sum, Mozamb~que's urban
areas, and ~n part~cular those in the central and southern part of the ­
country, were never adequately suppl~ed by domest~c food product~on, wh~le

food product~on ~n rural areas was ravaged by the loss of household farm
labor.

The pol~t~cal and econom~c path chosen at ~ndependence worked to enlarge the
gap between food product~on and consumpt~on needs, through an emphas~s on
state farm product~on (wh~ch actually expanded the plantat~on approach of the
colon~al Portuguese), on ~ndustr~alization, on cont~nued labor contracts w~th

South Afr~ca (and new ones with Sov~et bloc countr~es), and on government
control of adm~n~strat~ve, soc~al, and commerc~al activities wh~ch
intentionally promoted urbanization and-expanded public employment rolls__

In th~s climate, food supply was secured by the government through J.lllports,
including food aid Food access in the most populous and most food def~cit

urban areas (Maputo and Beira) was addressed through a rat~on system (Novo
Sistema de Abastecimento, NSA, established in 1981) intended to prov~de a
min1mum food basket (maize, rice, beans, edible oil, sugar; also soap) to

"_ everyone ~n an era of overall scarc~ty. At the same time, the government
fixed food pr~ces and transact~on margins pan-t.rr~torially and pan-seasonally
for all commod~t~es and areas outside the NSA, and controlled food
d~str~but~on act~v~t~es in accordance w~th centrally determined annual plans.
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B Macroeconomic Framework

The overr1d1ng obJect1ves of Mozamb1que's Econom1C and Soc1al Behabilitat10n
Program (started January 1987 w1th support of the World Bank and the IMF) are
to stab111ze the econom1C devastat10n of the m1d-1980s and to establ1sh the
cond1t10ns for susta1nable growth through a market economy Tremendous
changes 1n econOln1C and pol1t1cal pol1c1es have occurred S1nce th1s program
began, 1nclud1ng

1ncreas1ng transparency and accountab1l1ty 1n the government's
budgetary and f1scal operat10ns,

11beral1zat10n of pol1c1es to reduce adm1n1strat1ve allocat10ns of
product1ve resources, 1n part1cular fore1gn exchange at non-market
pr1ces,

deregulat10n of a w1de range of econom1C act1v1t1es to perm1t
compet1t1on 1n sectors formerly monopol1zed or closely regulated
by government,

l1beral1zat10n of pr1c1ng and related market1ng polic1es to
prov1de 1ncent1ves to product1on, 1mportat10n, storage,
process1ng, exportat10n, and market1ng of agr1cultural
commod1t1es, and concom1tant employment generat10n; and

a new nat10nal Const1tut10n enabl1ng mult1-party polit1cal
act1v1t1es as well as decentral1zat10n of adm1n1strat1ve
author1t1es

Desp1te these reforms and the already detectable -- 1n some sub-sectors
dramat1c -- 1mpact they have had on econom1C act1v1ty 1n both urban and rural
areas, the outlook for the next generat10n 1S gr1m Even under the rOS1est
assumpt10ns (6 percent growth per annum, continued extraord1narily h1gh levels
of support from donors), 1t has been est1mated that it w1ll take Mozamb1que
until the year 2015 to raise the level of per capita 1ncome to that wh1ch
Mozamb1cans enjoyed in 1980 In light of the continuing drought 1n the
southern Africa reg10n, wh1ch has struck Mozambique part1cularly hard in 1991­
92, dec1mat1ng domest1c production 1n most areas of the country -- and g1ven
the economic effects sure to be evidenced as a peace agreement is reached,

,_ troops are demob1lized, and refugees return -- even 1980's modest level of
well-be1ng may be an amb1tious target.

IV Pol1cies and Programs to Amel10rate the Food Secur1ty S1tuat10n

A. Government Pol1cy and Strategy

Follow1ng World Bank assistance in the preparat10n of a food secur1ty study,14
a "Food Secur1ty Strategy and Act10n Plan" was prepared for the 1989 Par1S
Consultat1ve Group Meet1ng The bas1c strategy 1S to concentrate resources on
1ncreas1ng product1v1ty of smallholders and creat1ng susta1nable

l~ozamb1que Food Secur1ty Study, World Bank Report No 7963-MOZ, October
1989
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employment and income-generating opportunit1es for the most vulnerable
households, rather than on hand-outs of free or subsidized food on a large_
scale. Wh1le the act10n plan 1S ne1ther rea11s~1c nor pr1or1tized (attem~ing

t~ address the whole spectrum of producer, market, and consumer constraints to
secure food access), the key elements of the strategy are clear·

A recogn1t10n that 1t 1S 1mportant that publ1c expend1ture on food
secur1ty be d1rected most towards 1nvestment 1n future econom1c
growth and least towards transfers wh1ch create long-term
dependence on costly welfare programs

A recogn1t10n that 11m1ted resources and near-1nf1n1te need make
1t espec1ally cr1t1cal that food secur1ty 1ntervent10ns be
des1gned so that benef1ts go pr1nc1pally towards the poorest and
most vulnerable sect10ns of the populat10n.

An 1ntent10n to expand the role of food and other a1d beyond the
temporary rel1ef of hunger to become a source of econom1C growth
wh1ch ra1ses the 1ncomes of the most vulnerable 1n a self­
susta1n1ng way; the a1m 1S that food and other a1d should be
d1rected pr1mar1ly towards 1mprOv1ng access to farm and market
food sources.

An obJect1ve of ra1s1ng household 1ncomes by 1ncreas1ng labor
product1v1ty, 1mprOv1ng the value of assets (for the poor,
princ1pally "human cap1tal," to be 1mproved through health and
educat10n serv1ces), and creat1ng new jobs.

A recogn1t10n that d1rect and 1nd1rect 1ncome transfers w1ll be
necessary for fam1l1es w1thout employed members or with low or
unc~rta1n 1ncomes or large numbers of dependents, and that such
transfers should (1) augment but not d1splace household 1Dcome
earned from other sources, (1i) be self-target1ng to reduce
admin1strat1ve costs, (i11) be regarded as temporary, to be
reduced as soon as poss1ble, and (iv) where provided fre- public
resources, be kept w1thin lim1ts to avoid creating permanent
budgetary 1mbalances.

Although much progress has occurred since 1989 in understanding the food
,_ security equation in Hozamb1que, the equation also has increased in complexity

dur1ng this period The strategy outlined above, however, continues to guide
government and donor efforts. Government policy reforms specifically
supporting this strategy have included l1beralization of prices and of non­
pr1ce restr1ctions on market1ng activit1es, changes in the fOre1gD exchange
management reg1me and in restrict10ns on import and export transact10ns; and
legal changes to perm1t the eX1stence of non-governmental health and educat10n
fac11ities and activ1ties. In addit10n, the costs and benef1ts of ex~.tin~

and proposed -safety net" programs have been more_cr1t1cally assessed. -
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By the end of 1992, the 1mplementation of th1s strategy w1ll be cen~ered 1n an
1nter-sectorally or1ented Food Secur1ty ~ol1cy Un1t to be establis~d at the
Nat10nal Plann1ng Comm1SS1on

B Donor Agency Support

Mozamb1que has mob1l1zed support for an array of food secur1ty programs and
proJects from a large number of donor agenc1es These 1nclude but are not
11ffi1ted to'

Food a1d commod1t1es to be commerc1al1zed, prov1ding 1mproved
rel1ab1l1ty of market supply to reduce pr1ce volat1l1ty (USAID,
EEC, France, Canada, Italy, Netherlands, Br1ta1n, Austral1a, and
others),

Market support act1v1t1es (USAID, World Bank),

"Safety net" act1v1t1es (USAID, Germany, World Bank Soc1al
D1menS10ns of AdJustment), and

Product10n- or 1nfrastructure-or1ented act1v1t1es (FAO, WFP,
Pr10r1ty D1str1cts Program, World Bank's Agr1cultural Serv1ces
Rehab1l1tat1on and Development ProJect)

G1ven th1s array of donor-supported programs and proJects, the World Bank and
FAO have taken the lead 1n develop1ng a food secur1ty capac1ty bU1ld1ng
approach that w1l1 (1) 1mprove coord1nat1on of efforts, both to ensure
resources are focused on pr1or1ty act1v1t1es and to reduce dupl1cat1on, ~11)

generate and publ1c1ze 1nformat10n 1n order to build knowledge of food
secur1tY_1ssues, and (111) enable pol1cy andLinvestment recommendations based
on emp1r1cal data and sound analys1s Th1S capac1ty bU1ld1ng effort w11l
prov1de proJect support for both the Food Secur1ty Pol1cy Un1t ment10ned above
and the Faculty of Agriculture and Forestry at the Eduardo Mondlane
Un1vers1ty.

C. The Market

Even given all the diff1culties of ineff1ciency, h1gh transaction costs, and
?_ 1naccessibility for the large number of Mozambicans without effective demand,

the develop1ng market structures 1n urban and rural Mozamb1que are the key to
the strategy outl1ned above and to the longer-term food security of Mozamb1can
households. Support1ng, through policy reforms and 1nvestments 1n
infrastructure, the cont1nued development of food market systems and related
market serv1ces for the rural areas, w1ll have both broad and deep effects on
food ava1labil1ty and food access for Mozamb1cans, even 1n a shorter time
frame. Government and donor agenc1es, 1ncluQ1ng USAID in a lead role, are
explor1ng ways to foster the expans10n and compet1t1veness of market
structures
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D Government Welfare Programs

S1nce 1tS creat10n 1n 1981, the pr1nc1pal government vehicle for 1ncome
transfers has been the Maputo and Be1ra rat10n system (Novo S1stema de
Abastec1mento, NSA), however, eV1dence gathered and analyzed dur1ng the past
two years has documented the 1neff1c1ency and 1neffect1veness of th1s system
1n ame110rat1ng the food 1nsecur1ty of vulnerable households 1n these c1t1es,
and the NSA 1S slated for term1nat10n 1n m1d-1993

Through the Po11cy Allev1at10n Un1t at the Nat10nal Plann1ng Comm1ss10n,
assoc1ated other government agenc1es, and support1ng donors, a number of
alternat1ves to the NSA have been explored, all of them focus1ng also on
re11ef for the urban dest1tute

A Nat10nal 80c1al Insurance Scheme operat1ng S1nce 1990 w111 1n
the long run have a pos1t1ve 1mpact on soc1al secur1ty 1n the
formal sector, but th1s 1mpact 1S probably a generat10n away

A Wage Supplement Scheme for public sector employees w1th low
household 1ncome and large fami11es targets a very l1m1ted
populat10n and reportedly has reached very few of these S1nce 1tS
1ncept10n 1n 1990

A Cash Transfer Scheme (also called Food Subaidy Scheme) wh1ch
began 1n 1990 has been redes1gned to more eff1c1ently ident1fy
dest1tute urban households and prov1de a modest cash supplement
each month to augment household food ava11ab1lity

A national Secretar1at of State for Soc1al Act10n was created 1n
1990 (and prov1ne1al services for soc1al act10n are planned) to
1dent1fy and 1mplement poverty alleviat10n act1v1t1es for, e g.,
orphans, the aged, the d1saoled, although the-impact of act1V%t1es
underway 80 far is probably negligible

As noted, these programs have to date demonstrated little capabil1ty to
qu1ckly and efficiently address cr1tical needs of the destitute. Dur1ng the
next six months, USAID will assist the government to explore add1t10nal
options to the NSA which m1ght effic1ently provide targeted assistance to food

'- 1nsecure households.

E. Non-Governmental Organizations

Although there are nearly 150 1nternat10nal NGOs work1ng in Mozambique, these
have mostly concentrated on rel1ev1ng emergency-related m1sery, there is
enormous potent1al to boost the specif1c benef1ts of the act1v1ties of these
groups for household food security. The government has recently made an
Lrnportant step in th1s d1rect1on by legally providing for such organ1zat10ns
to undertake ne1ghborhood or v1l1age-based act1v1ties 1n health (1nclud1ng
nutr1tion) and educat10n. Private sector ava11abi11ty of these serV1ces w111
certa1nly lead to expanded coverage and, eventually, 1ncreased access S1nce
NGOs are accustomed to mob111z1ng resources from communit1es (local and
overseas), they can also provide 1mportant complementary 1nvestments to what
government and donors are able to do.
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In the longer run, for-prof~t compan~es also have a role to play, espec~ally

those work~ng w~th households produc~ng agricultural commod~t~es or those
~nvolved ~n labor-~ntens~ve act~v~t~es (such as construct~on) At present,
however, the ~ncent~ves and d~s~ncent~ves to such act~v~t~es are complex, the
~nvestment plann~ng hor~zon for most compan~es w~ll rema~n qu~te short unt4l
econom~c and pol~t~cal stab~l~ty become more certa~n

V USAID's ObJect~ves and Role ~n Improv~ng Food Secur~ty ~n

Mozamb~que

USAID/Mozamb~que's long-term program goal ~s to ensure access for all
Mozamb~cans at all t~es to suff~c~ent food for a healthy and product~ve

lLfe 15 Fully Ln l~ne w~th (and to some degree gu~d~ng) the government's food
secur~ty strategy, USAID's approach has been to concentrate program resources
on broadenLng and deepenLng competLt~vely functLonLng food markets rather than
develop~ng large scale welfare programs as food securLty "LnterventLons" To
th~s end, the MLss~on LS pursuLng a supply sLde strategy of stabLILzing
consumer prLces of bas~c staples by stab~lLzLng supply, strengthenLng
compet~tLve markets, and st~ulatLng Lncreased pr~vate sector ~nvolvement

As USAID has learned more about how food markets funct~on ~n MozambLque, we
have ~dentLfLed a cr~t~cal near-term obJectLve of establLshLng (where they
don't yet ex~st) and strengthen~ng (where they do) compet~tLve wholesale food
markets Based on the analyses and ~ns~ghts of the MA/MSU appl~ed food
secur~ty research program, USAID ~s working wLth the government and other
donors to develop mechanisms for ensur~ng that the large quant~t~es of food
a~d provLded for commerc~al~zat~onboth support the development of compet~t~ve

pr~vate sector markets and adJust as domest~c production and commerc~al (non-
food aLd) ~ports grow -over the comLng years III _

The quest~ons of how and when Lncreased market eff1crency wLll resu~ Ln a
real lowering of consumer pr1ces must continue to be researched Some of the
market-based solutions which USAID would like to propose, such as prLc~ng

yellow maLze food aLd at or close to Lmport par~ty, wLll have dLfferent~al

effects on households Ln the dLfferent income categorLes d~scussed above, and
the welfare of those now on the edge of "absolute poverty," those market­
dependent households who are just barely gett~ng by, may not be Lmproved by

,_ market solutions

I5"Mozamb~que Country Program strateg~c Plan, FYI990-1992," February 1990

l~eflectLons on RelatLonshLps between Food ALd and MaLze
PrLcLng/MarketLng Ln MozambLque," Weber et al , March 1992 (fourth draft)
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At the same t~me, the USAID pro~ram ~ncludeB a demand s~de strategy wh~ch

seek~to prov~de, where needed,_an eff~c~ent and effect~vely targeted food
secur~ty safety net of direct and/or ind~rect ~ncome transfers, but in ways
that do not d~stort the market or underm~ne the larger efforts to get normal
supply and demand factors funct~on~ng The M~ss~on has explored some ~deas ~n

th~s d~rect~on, but next steps w~ll requ~re the results of a nearly completed
household expend~ture and welfare survey by Cornell Un~vers~tY'8 Food and
Nutr~t~on Pol~cy Program and the government's Food secur~ty Department at the
M~n~stry of Commerce. These results, expected ~n m~d-1992, w~ll help def~ne

the degree of "effect~ve demand" of Maputo's urban populat~on, and to ~dent~fy

the character~st~cs of households w~th l~ttle or no access to food markets
Furthermore, USAID w~ll cont~nue to explore ways to ensure that emergency
rel~ef programs, ~nclud~ng food a~d, and such other M~ss~on act~v~t~es as NGO
support grants, tra~n~ng act~v~t~es, and health/ch~ld surv~val/water and
san~tat~on act~v~t~es can complement and supplement the broader and longer­
term food secur~ty obJect~ve

19



Annex D

Procurement Plan

SerV1ces and commod1t1es funded under the Pr1vate Sector Support
Techn1cal Ass1stance ProJect (PSS/TA, 656-0218) are procured
through d1rect A.I D. grants and contracts, 1nclud1ng M1SS1on
bUy-1ns to AID/Wash1ngton contracts and/or cooperat1ve
agreements Planned Code 000 procurement 18 est1mated at
approx1mately 86 percent of total 11fe of proJect fund1ng U.S.
goods and serV1ces w111 be procured to the maX1mum extent
pract1cable.

Host Country Respons1bllltles
G1ven the pollCy reform agenda the proJect supports, a range of
host country lnst1tutlons have roles to play ln develop1ng and
approv1ng spec1f1cat10ns for techn1cal asslstance and tralnlng
act1v1t1es 1n support of pol1cy d1alogue and pollcy reform, and
(1n some cases) for contractor/grantee select10n. Inst1tut1ons
1nvolved 1n these ways 1n the procurement process 1nclude (but
may not be 11m1ted to) var10US departments and dlrectorates of
the M1n1stry of Agr1culture, the M1n1stry of Commerce, the
Nat10nal Plann1ng COmID1SS10n, the M1n1stry of Transport and
Commun1catl0ns, the Mlnlstry of Flnance, the Bank of Mozamblque,
and/o~ the Eduardo Mondlane Unlver~ty. The degree of _
consultat1on and collaboratlon wlth these lnstltutl0ns varies
w1th-the dlfferent types of asslstance provided.

SerV1ces

Personal Services Contracts. Key pos1tl0ns for proJect
management and 1mpact monltorlng are fllled through proJect-

"'-_ funded PSCs. To the extent that the requlred sk1lls are
aval1able locally, these are long-term FSN PSCs selected through
USAID/Mozamb1que's usual hlr1ng procedures, WhlCh lnclude local
advert1s1ng, competltlve select1on, and lnformal negotlatl0n.
Due to spec1al1zed requ1rements, u.S. PSCs are sought for some
lQng~term pos1tlons. In addlt10n, the proJect may fund~ two­
year u.s. PSC for a food secur1ty pOllCy advlsor to the GRM,
although thlS advlsory posltl0n may be lncluded under one of the
research contracts or cooperatlve agreements d1scussed below.
Prev10usly, U S. PSC posltl0ns under thls proJect have been
f11led through lnformal competltlon and negotlatlon wlth
qual1f1ed U S. c1tlzens res1dent In Mozamblque, but new posltl0ns
1n th1s category are expected to be f11led through full and open
competlt1ve procedures and w1th the advlce and asslstance of the
Reg10nal Contract1ng Off1cer (RCO) based 1n Swazlland
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other D1rect M1ssion Contracts.
value or local procurement act10ns

These are generally small
They 1nclude, for example:

SerV1ces 1n support of proJect management and
mon1tor1ng act1v1t1es, such as off1ce space/ut111t1es,
these contracts w111 be 1nformally competed locally by
the EXO, USAID/Mozamb1que

Short-term stud1es, aUd1ts, and/or evaluat10n serv1cesi
these w1ll be procured through reg10nal or
A I D /Wash1ngton IQCs e1ther by the RCO or MS/OP

Short-term spec1al1zed local expert1se 1n pol1Cy areas
be1ng mon1tored or researched by the proJect, wh1cn
w1ll be 1nformally competed locally by e1ther the USAID
EXO or the RCO.

Cooperat1ve Agreements. One of PSS/TA's pol1cy research
act1v1t1es (a household welfare survey 1n Maputo) has been
1mplemented under a cooperat1ve agreement, negQt1ated and
executed by the RCO, between A.I D. and a u.s. un1vers1ty. Th1S
procurement mode 1S planned to be ut1l1zed for two add1t10nal
research act1v1t1es, w1th start-~p 1n m1d-FY 19~3i however, based
on d1scuss1ons between the M1ss1on, the GRM and the RCO, these
serv1ces may 1nstead be acqu1red through A.I.D. d1rect contracts.
RCO's adV1ce w1ll be sought on compet1t10n requ1rements for these
procurements, wh1ch may be based on unsolic1ted proposals or on
proposals solic1ted by the RCO.

'-_ Grant to Public International Organization (PIO). The proJect
1ncludes fund1ng for a transport policy adV1sor to the Government
of Mozamb1que w1th expert1se 1n roads and coastal sh1pp1ng.
A.I.D. fund1ng for th1S pos1t1on 1S be1ng prov1ded as an 1ntegral
part of coord1nated mult1-donor fund1ng, led by the World Bank,
1n support of pOl1Cy reform and capac1ty bU1ld1ng 1n th1s sector.
It 1S probable that a d1rect M1ss1on-executed grant to the World
Bank w1l1 be the procurement mode selected to obta1n these
serv1ces, wh1ch are scheduled to beg1n 1n m1d-FY 1993. If 1t 1S
determ1ned to proceed w1th such a grant to the World Bank, the
Just1f1cat1ons and analyses requ1red by A I.D. Handbook 13,
Chapter 5 w1ll be prepared.

Buy-Ins/Add-Ons to A.I.D./Wasb1ngton cooperat1ve Agreements or
contracts. Nearly half of total LOP fund1ng w111 be ut1l1zed
to procure pol1cy-or1ented research, techn1cal ass1stance, and
related serV1ces These serV1ces are planned to be procured
through add-ons to cooperat1ve agreements or contracts w1th u.S.
1nst1tut10ns under eX1st1ng or planned A I.D./Wash1ngton
proJects. Two such bUy-1ns have already been executed, and two
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more are planned However, based on d1scuss10ns between the
M1ss1on, the GID1, and the RCO, these serV1ces may 1nstead be
acqu1red through A I 0 d1rect contracts. L1kely sources for the
new bUy-1ns 1nclude the centrally funded Food Secur1ty II
proJect, the Access to Land and water Resources II proJect, and
the Food Secur1ty and Nutr1t10n Mon1tor1ng proJect Before a
dec1s10n 1S made on such a bUy-1n procurement, the M1ss10n,
appropr1ate GRM author1t1es, and the RCO w111 d1scuss the best
procurement mechanIsm for the requIred serV1ces. Should a bUy-1n
approach be selected, a PIO/T w111 be forwarded to
A I.0./Wash1ngton for act10n

Tra1n1ng
No long-term part1c1pant tra1n1ng 1S planned under the proJect.
Of the total est1mated tra1n1ng expend1tures, about half are for
act1v1t1es 1n the U.S., 1nclud1ng short courses, workshops, or
conferences. Tra1n1ng act1v1t1es w111 be managed by the M1sslon
or through PIO/P requests to A 1.0 /Wash1ngton, Off1ce of
Internat10nal Tra1n1ng {OIT}. In accordance w1th eX1st1ng OFA
procurement gU1del1nes, th1rd country tra1n1ng 1n Code 899
countr1es may be approved by the M1SS1on 01rector w1thout spec1al
approval by the D1rector ~f OIT.

Commod1t1es
Commod1ty procurement 1S a m1nor element of the PSS/TA
expend1tures, expected to amount to approx1mately three percent
of total LOP. D1rect M1SS1on contracts are used for small value
procurement of off1ce furn1sh1ngs and/or equ1pment for proJect-

~ funded U.S. and FSN PSCs. Any such procurement of m1crocomputer
~ hardware, software, or accessor1es 1S expected to be from U S.

sources.

ReC1p1ents of proJect-funded cooperat1ve agreements and contracts
as descr1bed above w1ll be respons1ble for procurement of
commod1t1es such as Qff~e furn1sh1ngs/equ1pment, veh1cles,
suppl1es for f1eld research, etc Such procurement w1ll be 1n
accordance w1th A I O. regulat10ns and, 1n the case of
cooperat1ve agreements, the rec1p1ents' own procurement
procedures. A total of four to S1X small ut1l1ty veh1cles may be
procured under the var10US proJect-funded contracts and
cooperat1ve agreements. Because r1ght-hand-dr1ve veh1cles are
the norm 1n Mozamb1que, and because no U S.-manufactured veh1cles
have ma1ntenance and repa1r fac111t1es 1n country, the probable
source and or1g1n of these veh1cles 1S Japan. However, the
ava1lab111ty of sUltable US-manufactured veh1cles w111 be
assessed prlor to each spec1flc veh1cle procurement to ensure
compllance wlth DFA gUldellnes and A I D /Washlngton gUldance.
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Internatlonal Travel
All travel and transportatl0n flnanced by A.I.O. to and from the
Un1ted states w111 be 11mlted to U.s flag carrlers, subJect to
documented exceptl0ns. Because U.S flag carrlers currently do
not fly lnto southern Afrlca, non-U S. carrlers wll1 be used for
th1s leg of proJect-flnanced travel and transportatl0n.

Ocean ShlPPlng of Commodltles
To the extent that the proJect flnances ocean shlpp1ng of
commodltles, the requlrements of the Cargo Preference Act wlll be
met.

Summary of Procurement Plan

Procurement Responslble Estlmated Of LOP Probable
Instrument Agent LOP Amount Total Source
------------ ------------- ----------- ------ --------

FSN PSCs Mlsslon 970,000 7.2% 656

U.S. PSCs M1ss1on/RCO 2,282,000 16.9% 000

Other 01rect Missl0n/RCO 868,000 6.4% 000
Contracts 200,000 1.5% 656

70,000 0.5% 899

Cooperat1ve M1ss10n/RCO 2,150,000 15.9% 000

"'- Agreements*

Add-Ons/- AIO/W 6,300,000 46 7% 000
Buy-Ins*

Grant to M1SSl.on/RCO 500,000 3.7% 899
PIO

Tra1n1ng M1SSl.0n 80,000 0.6% 000
50,000 0.4% 656
30,000 0.2% 899

13,500,000 100 0%

*Based on dlSCUSSl.ons between the Ml.ssl.on, the GRM, and the RCO
concern1ng spec1fl.c procurement actl.ons, these may be dl.rect
A 1.0. contracts rather than cooperatl.ve agreements or bUy-l.ns to
cooperatl.ve agreements
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Inltlal Envlronmental Examlnatlon
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laeJECT COVJJTRX: Mozambique

IROJEC'r. T:ITLE

rtnmING:

UP NO.:
Amendment to the Private S.c~or Support
Program (656-0208) and the Private Sector
Support Tech.Asst. Project (656-0218)

FY1992 U5$11,000,000

lEE PREPAIED BY: Richard Harber, AFR/SA

I
I
I

EH!UomqUAL AC!!OI IBCOlQIEI1)ID:
Pos1tive Determ1nation ~ __
Neqat.ive Determ1nation ~_~x. _

(656-0208 po~1cy reform)
Categorical Exclus10n X _

(656-0218 tech. asst.)
Deferral

st110lNtY OJ' lnm:IHG8:
The PrJ.vate Sector support Pr09ram. (656-0208) is an on-going
actl.vJ.ty that allows for commod1ty imports and simultaneously
addresses po11CY reform in Mozambique. A compan1on projec~ the
Private Sector Suppo~t Techni~al Assistance Project (656-0218) is
also on-g-oing, and 1t provid•• for information 9atherinq, research
and analysis in support of PSSP. Beth act1vities are being amended
and the oriqinal lEE tor the proqram has been rev1ewed as outlined
below.

~ First, it shOUld be noted that the commodity import componen~ of
...the PSSP prc<3'ram reeeived a neqative determination under the
or1C;l.nal lEE in 1991, and this still applies to the present
amendment. The policy reform o()1'ftponent of 1:11e Pr1vate Sector
support Program (656-0208) under this amendment is reco_ended for
a neqative determination under section 216.3 (a) (2), with the
prov1.sion that an Environment;al Impact Review will be carrie4 out
early ~n the program amendment implementation, that will identity
any lonq-term environ.ental impacts and provide for mitigation by
the GOM.

APPROVED: ~
DISAPPROVED: -=-_'?­

DATE: -'/''1'1 'L

Bureau
John J

The amendment to the Private Sector support Techn1cal Ass1stance
Pro)Qct (656-0218) 15 recommended for a categor1cal exclusion under
Sect10n 216.3{c)( )(1)
COHC.muu;NCE:

DATE: ~!lcI5~r \
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The Mozamb:l.que Private Sector support Program (656-0208) is
clesl.gned to st1mulate greater production and market in9' for domestic
agricultural products. Components of the progran lnclude an NPA ;
support ter- commodJ.t.y unports l and project-funde:td tecM1.cal
assistance. Th1S last component is implemented throuqh the PSS/TA
Project (656-0218).

According to Maputo 02362, under the PSSP, some progress has been
made in policy reform in several important areas, though mUch
remains to be done in terms of program mon1.torinq. Also-; -the
~ssion :loS constra.lned by the need for further information and
analysis in key pol:l.cy areas.

Also, accora:l.ng to Maputo 02362, the 1992/1993 policy reform areas
of concern w:l.ll be: -

1. Agr1cultural Pric.lng Policy
a. Complete the 11beral1zatlon of r1ce pr~cinq;

b. Assess l.mpact of pr1.ce changes, esp. yellow oorn
pricing;

2 • Divestiture of state Farms
a. ~ontinue to divest state farms and make resources

a~ailable to private sector1
bi Improve tran$parency of the divestiture process1
c. Constltute a -..national land c:ommissiorl.- with a mandate

to address issues r. land allocation, -
administration, policy reform, use planning and
conflict resolution:

3. private Aqricultural Sales and Service
a. Continue olosing or privat1z1nq parastatal

"- aqricultural ente~ris•• ;
b. Limit PSSP CIP f1nanc1ng to private importers and end

users;
4. Access to Foreign Exchanqe
5. Pr1vate Marketinq Channels

a. Cont~nu. analysis of disincentives to market
partic1pat:.oni

b. Develop program for privat1zation of major parastatal
trucking fl.ets1

c. Identify constra.l.nts- in wh-o-lesalincg, storage,
processinq and transport:

d. Lift all tixed tariffs for private truckers;
6. Petroleum Importation and Marketinq

a. Beg1n private importa1:.lon of avgas:
b. Amend regulat.lQns to permit this:
c. Develop study of free markets for d1esel and gasollne:
d. Mon1tor the 1mpact of pr1ce l1beralization ~n this

sector:
7. chanqes to the level and ranqe of the CIP
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An- Initial Environmental Examination for the commodity import
component of this amendment to the P1'ivate sector Support Proqram
(656-0208) has already been approved by the Bureau Environmental
Officer and the GC/AFR (5/10/91) for a neqative det.ermination. The
earl~er lEE essentially allowed petroleum products to be added to
the positive 11st. Future changes in the commitment under this
program would allow expanS10n of the list of eligible commodities,
and a further effort towardS policy reform.

The technical assistance proJect (656-0218) is recomaended for a
cateqorieal ezclusioll pursuant to Re9 16 {Section 22 eFR 216.2
(c)(2)(i)}, as technical ass~stance, per se, is not expected to
have a direct s~9nificant anviro~ental i_pacts.

However, because, as noted above, the PSSP proqram includes uany
l.tems bearing on policy reform, Sect-ion 496 of the Foreiqn
Ass1.st:ance Act, which sets out the terms of the OFA, should be
noted. This spec1.fically requ~res that "policy reforms shall also
1nc1ude provis1ons to protect ••• 1ong-term environmental interests
from poss1.ble ne9ative consequences of the reforms."

MeetJ.nq th.1.S requirement will be difficult, because little is known
for sure .ither about the impacts of policy reform on the

- env1ronment or about how to mit.iqatQ those impact.s.
- -

This requirement of the orA calls for an analytical considerat.ion
of the kinds at policy reforms which are likely to have an impact.
on the management of the environment in the long run. At a glance,
the list might include reforms whioh have some impact on:

the forms ot land tenure which are permitt.ed by law or
'tradition;
how land is used, and how its use responds to econom1C
chanqe:
structures for marketing and priainq agricultural prOducts;
trade pol1.cy and the terms of trade between agriculture and
J.ndustry:
import pr1cinq, sul:ls~dies, quot.as, tariffs, -and other trade
policy tools~ and
exchanqe rates.

III. kOng Term Impagtl;

Most of the pol icy reform areas to be undertaken 1n the PSSP
program (see list above in Section I), w1ll not have any direct
adverse envJ.renmental JJnpac~, however there may be adverse J.mpacts
over the long-term in the areas of: a) Agricultural pricing Pol~cy

(1mpacts on land use patterns, espec1ally intensification at farm
level, e,g., as a result of chemical inputs, or 1ncreased erosion
on plots, and extensification, e.q., encroaohment on forested
areas, etc.); b) State Farm O~vest~ture (pr~vate sector farm1.ng
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pract.J.ces could result ln negative environ1llental impacts) 1 and c)
Prlvat.e Marketinq Channels _ (where inoreases in mar~.t
participation, privatlzatlon 01' major truck~nq fleets, and l!ftlng
flxecl tar1ffs for private truckers, could result in long-term
adverse impacts relative to urban traff10, protected areas and
pressure on the sust.ainable resource base).

since .1.Dlpacts may occur, however far down the road, the PSSP
proqram would more appropriat.ely quality for a negative
4etermiDatioJ1, prov1dinq that the fOllowlnq conditiona are met
during program implementation.

IV. Environmental MOn1.t,grlng. EyaluA-tion and 1I!t.igat10n:

In order to address the above concerns, the PSSP program should
carry out a short-ten Env1.ronmental Impact_Review as part of the
PSS/TA activities. This EIR would partlcularly concentrate on t.he
adverse impacts over the long-term in the areas ot:

a) Aqricultural pricing Policy (impacts on land use patterns,
especiallY l.ntensification at tarm leval, ••9., as a result of
chemical l.nputs, or increased erO.1on on plots, and
ext.neification, e.g., encroachment on forested areas, etc.);

b) State Farm Divestiture (private .ector farming practice.
could result in negative environmental-impacts) 1 and

c) Privat.. Marketing Channels (where increa.e. in market
part1cipation, privatization of major trucking fleets, and
liftinq fixed tariffs tor privata truckers, could result in
lonq-term adverse impacts relative to urban traffic, protected
areas and pressure on the sustainable resource base).

In addition the EIR would cons1dQr the impact of pol~cy reform on
the natural resource ba.e of the country, and would also outl1.ne
tor the 001'1 a mOn1.tor1ng and evaluat10n program, by which any
neqative environmental l.mpacts can be discovered and reviewed.
This is referred to as an "Environmental Mon1torin9 and Mltiqation
Plan" (or "EMEHP"), and it should be outlined in t.he EIR. The EIR
shOUld also id.n~ify speclfic environmental indicators to be used
by the GOM, and it should indicate which of the responsible GeM
.1.nstJ.tutions wJ.ll be provlclinq the data that could be used to
monitor p.r~orma.nc. in the environmental sector. Further, a listing
of appropriate actions needed to mitigate impacts, should be drawn
up, and actions indicated as needed trom the responsible GOM
aqenc1es and in-oountry organizations.

The l.ntent of this Envlronmental Impact ReVlew would be to
de~onstrate how information derl.ved from envlronmental lnd1cators
and evaluat40n o~ performance can be ~ed back to the GOM perhaps
thlS oould be done durlng annual con~erenoes or workshops put on by
dlfferent m4n4s~ries or 1n-oountry orqanlzat10ns. At these

(
~)
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sessions the lates't_ data acquired could be compared 'to any exis'ting
basel~ne dat& to c1atermine whether 1mpacta are significant, and
whether ~ey are po.itive or negative. Alternatively, if b••eline
data are lackinc;, the Environmental Impa~ Review should recommend
the depth and quality of baseline data needed.

Lastly, 1n order to ensure that mitigation will b. taken up by the
GOM, the EIR and the results of any conferences connected with 1t.,
and t.he Environmenta.l Monitoring and. Mitigation Plan (BMEMP)
outlined in the EIR, will be presented to the Secretariat of the
National Env1ronmental Act10n Plan which is now be1ng put forward
in Mozambique.

v. summ,ry;
The policy reform component of _the Private Sector Support Proqram
(656-0208) amendment 1S recommended for a negative determination
under Sect10n 216.3(a) (2), w1th the provision that. an Environ.ental
Impact Review will be carried out early in the program amendment
implementat.ion, that w1l1 identify any long-term environmental
impacts and provide for mit.igation by the GOM. The c01Q1llodity
import component of this program has received an earlier negative
determ1nat.ion (1991) which still applies.

Tec~nical Assistance Project Amendment (656-0218) is recommended
for a categorical -exolusion under section 216.3(c)(2)(~). -

The PSSP Env1ronment.al Impact Review will be carried out. early in
the proJect amendment implementation under the Private Seotor
Technical Assistance Project (656-0218). This BIR will:

(a)

(b)

(c)

(d)

(e)

(f)

{q}

consl.der the 1mpact of policy reform on thl! natural
resource base of the country I especially in the areas of:
a) Agricultural Pr1cinq Policy; b) st.ate Farm
Divestiture: and c) Privat.e Market.ing Channels;
outline for the GOM a monitoring and evaluat.ion program,
(referred to as the "Environment.al Monitoring and
Hiti9ation Plan", (EMEMP) by which any negative
environmental impacts can b. discovered and reviewedl
1dent~fy specif~c environmental indicators to be used by
the QC)M:
ident1fy the respons1ble GOM institut.ion(s) that will be
providing the d.ata that could be used to monitor
performance in the environmental sector:
provide a list of appropriate actions needed to mitigate
impacts to be brought to the attent10n of the responsible
90ve~ent aqency by the project staft1
de=onstrate how ~nformat10n derived from env1ronmen~al
1nd1cators and evaluat10n of performance can be fed back
to the GOM (e.g., dur1nq annual conferences or workshops
put on by d1fferent ministr1es or 1n-country
organizat.ions)1
at such seSS10ns the latest data acquired could be
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compared to any ex!stin9 ba.eline data to determine

whether i1Dp~cts are significant, and whether they are

positive or negative: and
(h) 1f baseline data are lackinq, the Environmental Impact

Review should recommend the depth and qual:Lty of baseline
data needed •

......
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