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FROM

SUBJECT

ACTION ~EMORANnUM FOR THE ACTING MISSION DIRECTOR

T'~~RSS ProJect Coord,nator

AuthorIzat1on of Amendment to the MozambIque Component
of the Reg10nal Rail Systems Support ProJect, 690
0247 56

Problem
You are requested to approve a ProJect Paper amendment to the
Mozamb1que Compon0nt of the RegIonal RaIl Sys~ems Support ProJect
(690-0247 56) to rdd $25,000,000 and extend ~he PACD to December
31, 1996, and to amend the ProJect Authoriza Ion to Include these
changes An In tial oblIgatIon of $15,000,00 IS p]3nned for FY
1992

Background
The goal of the RegIonal RaIl Systems Support ProJect IS to
support the development of a stronger economIC foundatIon for
growth In southern Africa The purpose of the MozambIque
component 1S to strengthen and expand the capaCIty and
operatIonal effICIency of Mozambique Railways (CFM) The proJect
was author1zed, at $34,500,000 (MozambIque Component), o~ August
16, 1988 Th1S authorIzat1on was 1ncreased by an add1tIonai
$21,000,000 on June 30, 1990

The proJect as presently structured attewDts to overcome three
maJor constraInts to the CFM's profltab1lity and effiCiency The
fIrst of these, a shortage of tractive power, IS presently the
subJect of a program to Improve maIntenance by IncreaSIng CFM's
capaCIty to perform routIne maIntenance and by developIng a
system for the contractIng out of maJor repaIrs to locomotIve
components The second, the absence of a sound fInanCIal system,
is being addressed through techn1cal aSSIstance and
computerIzatIon The thIrd, the structural IneffICIenCIes of
CFM, was Introduced as a proJect concern by the 1990 proJect
paper amendment, WhICh prOVIded for a grant to the IBRD to
examIne WIth CFM ItS fundamental management problems and develop
a strategy to overcome them The 1991 In1tlal ~valuation of the
proJect focused on thIS thl_d problem as weIll dnd found that
CFM, as presently organlzed l IS fundamentally unmanageable At
the same t1me, traffIC levels on CFM(S) fell durIng the proJect,
from a h1gh of three mIllIon net tons 1n 1989, to two mIllIon In
1990 and to 1 4 m111Ion In 1991 ThIS decline, contrary to all
prIor prOJectIons, and coupled With the posslbll1ty of maJor new
Investment 1n RepubliC of South Africa (RSA) ports, raIsed the
Issue of whether CFM can surVive as a maJor regional transporter

The strIkIng deter1oratlon In CFM's performance, the 1allure of
locomot1ve aval1ab1l1ty to respond qUickly to an InfUSion of
spares and technIcal aSSIstance, and the threat of new RSA
Investment l led USAID to consult WIth other donors on a JOInt

~I



approach to the overall problems fac1ng CFM As a result of
these consultat1ons, the U S Ambas~ador and the Ch1efs of
M1SS1on of the other major donor countrles met JOlntly wlth the
M1n1ster of Transport, and 1nd1v1dually w1th other sen10r
government off1c1als, 1n October and November, 1991 At these
meet1ngs, the donors put forward the1r Vlew that lnvestments In
the CFM(S) 1nfrastructure were a waste under the present
clrcumstances, and that contlnued donor support would be
dependent on the GRM's wll11ngnbss to accept radlcal
restructurlng, WhlCh would result In a lead role for the prlvate
sector In the operatlons of the port and ral1road At the t~Me,

the government refused to entertaln the sale of rlght of way Jr
maJor lnfrastructure, but agreed In prl~Clt 1e to the long-term
leaslng of the lnfrastr_ctuI3 to capable prlvate sector
companles

In November 1991, the IBRD assumed the lead 1n develop1ng a
restructur1ng program for CFM(S), and Slnce then has prepared the
Maputo Corr1dor Revltallzat10n Program Th1S program, WhlCh

_shoulQ be slgned In November, wlll flrst assess the market for
CFM's serVlces and value ltS assets Based on thlS potent1al,
and w1th a V1ew to maxlmlz1ng Mozamb1que's return on CFM's
assets, the program w1II then exam1ne how three d1fferent
lnst1tutlonal forms, dlffer1ng In the1r degrees of prlvate 8ector
part1clpatlon and operatlonal control, mlght qU1ckly explolt the
market The government, In consultat1on wlth the other donors,
w1II then choose one of the three forms, Wh1Ch w1Il be packaged
for sale/lease/cons1derat1on by potent1al pr1vate operators

The present project amendment lS USAID's contrlbutlon to the
process of restructurlng CFM It reduces the Slze of CFM's
workforce and sheds unneeded assets In order to make efflcl~ncy

lmprovements requlred to make CFM a potentlally profltable
company of 1nterest to prlvate 1nvestors

Summary ProJect Descr1ptlon
ThlS amendment contrlbutes to the orlglnal project purpose It
wlll, In collaboratlon wlth other donors, prepare CFM for the
comprehenslve lnstltutlonal reform necessa:y to achleve
profltablilty and to provlde eff1clent transport serV1ces

Flnanclal Summary
The LOP cost to A I D of the RRSS project over an e1ght and a
half year perlod (FY 1988 - FY 1997) 1S $J8,932,000, and, of the
Mozamblque Component, $80,500,000 over the same perlod ThlS PP
amendment prov1des for $25,000,000 to be added 1n FY 1992 and FY
1994 to the $55,500,000 obllgated 1n FYs 1988 through 1991 The
host country contrlbut1on wlll contlnue at approxlmately the same
annual level envlsaged ln the orlg1nal PP through the new PACD
ThlS amendment adds lte~ C ln the table below, as well as small
addltlonal amounts to ltems d and e
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111

ProJect Costs
($OOO)

a Locomot1ves $32,000

b F1nanc1al & Stores $12,280

c Labor & Assets Redeployment 22,262

d ProJect Management 3,436

e Support to Sen10r Management 2,740

f Operat1onal Improvements 1,510- -
9 Commod1t1es r.:>t Incllded above 365--
h Aud1t and evaluatlon 665

SUBTOTAL $75,258

Cont1ngency & Inflat1.on $5,242

GRAND TOTAL $80,500

DJ.scussJ.on
The AID!W ProJect Comm1.ttee rev1ewed the proposed amendment on
March 24, 1992, and ra1.sed the followlng 1ssues 1.n the summary
cable (92 State l04102)

1 "The most serlOUS concern expressed at the reV1ew was the
feas1.b1.11ty of A I D 's planned prvgram 1.f, under any
c1rcumstances, the World Bank's program does not proceed as
currently env1saged For example, 1f the redundancy component
depends on the proposed commerc1al leas1.ng arrangement be1ng
1mplemented, w11I there be assurances that CFM(S} can be brought
to a level that commerc1.al operators w1ll be 1.nterested [S1.C], or
are there commerc1al fIrms that are llkely to be 1.nterested?
Alternat1.vely, would the redundancy component be appropr1.ate on
1tS own, even 1.f the leasIng proposal never came to
fru1t1on? Is the M1SS1on conv1nced of the Government's
comm1tment to the program? What assurances, 1f any, should
A I D requ1re that World Bank proJect w1ll p~oceed pr10r to
obl1gat1ng funds for the proposed amendment?"

USAID 1S confld~nt that the world Bank's Program wlll proceea
more or less as currently env1saged, at least to the pOlnt where
the Government LS called upon to select one of the three
1nst1tut1onal "optlons" rev1ewed by the 1.nvestment fIrm h1red
under the program At that t1me, USAID and other donors w1ll
advlse the Government on what ort1ons are acceptable, 1 e , m1ght
lead to cont1.nued donor assIsta~ce to CFM, and what optlons are
not If, as appears unl1kely at thlS stage, the Government's
selectIon IS unacceptable to the donors, then the severance
portIon of the proJect wIll be termInated, and USAID wIll



probably also termlnate any remaInIng ongolng actlvltles Wlth
CFM(S)

There lS also a small posslblllty that the World Bank program
wlil fall for reasons beyond the control of CFM In that case,
USAID and other donors wlll rev lew the cIrcumstances and
determlne how to proceed Some of the funds now reserved for use
for severance could ln thIS event be redIrected to support a
program leadIng to eventual prlvate management of slgnlflcant
portIons of CFM Such a change In the proJect would requIre
consultatIon wlth AID/Wand the full support of the Government

The questIon remaIns open whether CFM can ever be brought to a
level at WhICh cOlOmercIal operators WIll take an Interest T~e

maIn InItIal task of the lBRD's program "Investment advIsory
fIrm" IS to determlne whether CFM lS c~mmerclally vlable At
thlS stage, lt IS vIrtually certaIn tr~t the port can be run for
a profIt, and probably even support conSIderable new capItal
Investment on a commerclal baSIS The raIl lIne now loses money,
and, accordIng to the amendment's economIC analysls, would have
to be run at ~ery conslderably hIgher, though not lmposslble,
levels of effICIency to break even It lS USAID's oplnlon,
shared by the other donors and CFM, to be conflrmed or denled by
extenSIve study over the next year, that when tne contrIbutIon of
the rall to port profIts lS taken Into account, and assumlng
modest Increases In traffIC, the rall IS potentIally profItable

In early September 1992, USAID, the ODA, CIDA, and CCCE
representatIves met WIth senIor offICIals of the MInIstry of
Transport and explaIned that all new proJects for CFM, InclUdIng
thIS one, depend on the successful ImplementatIon of the Bank's
proJect At thIS meetIng the group of donors was assured that
the GRM Intends to proceed wlth the Maputo ReVItalIzatIon
Program, and that any delays are entIrely the fault of the lBRD
USAID IS, by VIr~ue of the condItIons precedent to dIsbursement
agaInst thIS new oblIgatIon, protected from further Investment In
CFM should It prove to be commerclally unteuable These
condltlons precedent requlre that the Gover~ment come to an
a9reement wlth the Bank and that CFM select an organIzatIonal
optlon acceptable to USAlD

2 "GIven Mlsslon acknowledsement that securlty conslderatlons
have Impeded achIevement of proJect obJectlves thus far, the PC
recommended that the M1SSlon clarIfy In the amendment how
securIty conslderatlon could affect Impiementatlon of the
actIVIty SpeCIfIcally, are the securIty concerns such that they
could be addressed by prIvate sector management of the raIl lIne
or are they due to the polItIcal SItuatIon and l'kely to
preclude effectlve and effICIent management of th,~ raIl lIne by
eIther a publIC or prIvate sector entIty? CommIttee members
speculated that a prIvate management company mIght be more l_kely
to take a more proactIve role re [SIC] speCIfIC actIons to secure
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the 11ne, and FHA/FFP pOlnted out that there were some practlcal
management problems on the llne that a prlvate company would
qUlckly address to reduce losses If analysls determlnes that
securlty problems are largely a reflectlon of the ongolng CIVll
strlfe and uncertaIn polltlcal sltuatlon, then A I D should seek
a Judgement from State that the prognos1s for an amel1oratlon of
the polltlcal sltuatl0n 1S poslt1ve "

FIrst, many and perhaps all of the securIty problems on the lIne
are controllable The reason CFM has lc~t 1ts approx1mately
400,000 annual tons of suga. 15 chat IOE3es to petty theft were
out of control ~ prIvate company rCspons1Dle for Its own
securIty would qUI_~ly reduce the le,el QT pIlferage

Second, only the Ressano GarCIa Ilne cont1nues to suffer from
severe d1sruptlon because of pol1t1cally mot1vated destructl~e

attacks, and all such attacks occur 1n a ten-kllometer sectIon of
the lIne near the RSA border These attacks could be prevented
or at least repulsed by a faIrly small paramIlItary securIty
force, and a prlvate company would eIther provlde such protectIon
or temporarIly suspend operat1ons unt1l the SItuatIon Improves

ThIrd, a peace accord between the Government and RENAMO 1S
scheduled to be slgned on October 1st, 1992 Wh1le thIS accord
may not take effect ImmedIately, and wh1le 1t mIght not be the
last requ1red, 1t appears llkely that the pol1t1cal sltuat10n
wll1 be a great deal more stable In two years, when the prlvate
company mlght take over, than It IS no~

3 "G1ven the proposed development of RIchards Bay and that
SwaZl Ral1 has tentatIvely agreed to a ten-year con~l ment v1th
the SwaZ1 Sugar Board, IS CFM(S) 11kely to be econom1 ,
lrrespectlve of who manages It? It was p01nted out that CFM(S)
has an asset base that would make It productlve and there 1S
sufflclent capaclty to make It feaSIble G1ven that South
AfrIcan ports may be overloaded WIth Increased demands due to the
ser10US drought sltuat1on, CFM(S) could become more 1mportant,
espec1ally 1f p1lfer~ge were reduced, and the Swaz1s and other~

mlght prefer uS1ng C M(S) 1f the r1sks were dIm1nlshed Questlons
were ra1sed as to whether others, aS1de from South AfrIca, had
expressed Interest 1n tak1ng over CFM(S)

"In prepar1ng proJect documentat1on, MISSIon 1S requested to
assume compet1tIon from RIchards Bay and use fre1ght prOJectIons
beyond the current emergency s1tuat1on (1 e , assume 'normal'
demand growth for fre1ght haulage) In ItS econom1C analySIS It
must Include a d1Scuss1on of fre1ght pr1c~ng 1ssues, part1cularly
those ra'sed by prIvate sector management of a 'natural'
monopoly Go~ernment overSIght mechanIsms and fInanCIal
arrangements between the opera~or and CFM(S) should be Included
In the diScuss10n It must also layout how It sees thIS
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act1vl~y proceed1ng 1f others, aS1de from South Afr1ca, are not
w1ll1ng to become the lessor "

The PP economlC and flnanc1al analys1s demonstrates that the
proJect 1S sound, 1 e , that the sav1ngs to the ra1lroad exceed
the costs of the severance, and that modest Increases In traffIc
are suffIcIent to JustIfy the proJect from an economIC
standpolnt

CFM(S) has not yet been relegated pe£manently to the status of a
secondary transport corrldor FIrst, Investrent In Rlchard~ Bay
has not ye occurred and probably w1ll n0t occur 1f shIppers are
hopeful that Maputc '6 performance wIll I.oprove Secona, the
SwaZI ten-year agreement IS not a bIndIng prohIbItIon on the use
of ~1aputo The return of SwaZI sugar IS expected In the next few
months and 1f p1lferage can be controlled, 1t w111 all return and
stay_

The remaIn1ng 1ssues are to be addressed under the IBRD's $7 I
mIllIon Maputo CorrIdor RevItalIzat10n Program, and cannoi be
properly resolved w1thout an effort that goes well beyond ChIS
proJect amendment Past economIC analyses for thIS and other
proJects have concluded that CFM(S) IS potentIally economIcally
and fInancIally sound, but the level of analysIs has been shallow
and the assumptIons regardIng traffIc Increases too optImIstIc
USAID could not, gIven the tIme and fundIng constraInts, perform
properly the analysIs requested by ~ID/W for thIS proJect
amendment, WhICh 1S not In Itself a prIvatIzatIon of CFM, nor
could we JustIfy performIng such an analysIs when the IBRD IS
plannIng the same analysIs In a few months tIme USAID has
therefore left the determInatIon of CFM's ,ommerclal vIabIlIty
and attractIveness to prIvate Investors to the Maputo CorrIdor
RevItalIzatIon ProJect No SIgnIfIcant dIsbursements WIll take
place under thIS ameldment untIl the Bank program fInds that CFM
can make a profIt

4 "The PC recommended that the MiSSIon weIgh possIble
termInatIon of locomotl e5 contract [SIC] In makIng decIsIons on
the amendment's FY 92 oblIgatIon II

AID/W correctly summarIzes USAID's plans regardIng the oblIgatIon
of funds for thIS $25 mIllIon authorIzed by the current amendment
although It IS possIble that ar!other contract for locomotIves
would be fInancea In the futlre even though the orIgInal contract
has already been termInated The Government reluctantly agreed
to the termInatIon of the contract wIth GE for ten new
locomotIves, but only after receIvIng a guara~tee from USAID that
the proJect would maIntaIn funds In the proJect for locomotIves,
and proceed wIth a purchase of at least some locomotIves If CFM
can demonstrate In 1992 or 1993 that the locos are needed We
have thus retaIned $10 mIllIon In the locomotIve budget If, as
expected, CFM does not demonstrate the need for a purchase, then
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the second planned obllgatlon for the labor and asset
redeployment opt~on wlll not take place T~lS obl1gat1on 1S now
scheduled for FY 1994

Other Actlons/Concerns
1 lEE The Bureau Env1ronmental Off1cer approved a negat1ve
determinat1on/categor1cal exclus10n for the proJect amendment on
September 14 1992

2 611(a) The proJect paper amendment 1ncludes a good est1mate
(f the costs of severanCG pay and of technlcal assIstance ThIS
Est~mate was based/ for severance, on th= standarc, legal practIce
prevall~ng 11 Mozambaque/ and, for technIcal assls~ar~e, on
recent costs to USAID There rema1n about $~,OOU,OOC o~ the
$25,000,000 planned for the new proJect component for
contr1but1ons to other donor programs for support to depart1ng
CFM staff, and for converS1on of CFM's cap1tal assets to other
uses Th1S fund1ng 1S expected to be adequate for any such
actlv1t1es to be f1nanced under the proJect As stated 1n the
ProJect Paper amendment, pr10r to comm1tt1ng funds for such
purposes, the Mlss10n wlll ensure that the fund1ng and other
asslstance allocated 1S suff1clert to ach1eve the purposes of the
fundlng wlth1n the 111e of the proJect, and that the costs of
each such actlvlty are reasonable and reasonably fIrm

W1th respect to FAA Sectlon 61l(a)(2)/ although 1t 1S poss1ble
that leg1slat1ve or regulatory changes w1l1 be necessary for CFM
restructur1ng, the M1SS1on ant1c1pates that any necessary
leg1slat1ve act10n w1ll be comple~ed 1n t1me to perm1t the
orderly accompl1shment of the purposes of th1S proJect The
conclus1on 1S based on the analysIs contaIned 1n ~nnex J to the
ProJect Paper Amendment and the covenant 1ncluded 1n the ProJect
Grant Agreement Amendment In Wh1Ch the GRM has agreed to ~ake

such legislatlve changes promptly

3 611(e) The only cap1tal ass1stance planned under the
proJect amendment 1S for mInor reh~b1lItatlon of eX1st1ng assets
The total cost of the new construct1on act1v1t1es should be less
than $1,000/000 w1th no slngle act1v1ty exceed1ng $100/000 The
more substant1al cap1tal aSS1[tance components of the proJect
were covered by prev10us authcr1zatlons and 611(e)
certlf1cat1ons

4 CN A CN for thlS amendment was subm1tted to Congress on
September 8, 1992, and exp1red w1thout obJect1on on Srptember 23,
1992 (State 311467)

5 P~CD Extenslon The act1v1t1es planned under th s amendment
wIll-take place over a three-year perIod, begInnIng when the
technIcal aSSIstance arrIves In Mozamb11ue WhIle the TA could
arrIve as early as the second quarter of FY 1993, and depart In
early CY 1996, It 1S more llkely, partIcularly gIven the lInkage
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to the Maputo Corr1dor Revltal1zatlon ProJect, that the severance
program wll1 extend well lnto CY 1996

Clearances ThlS Authorlzatl0n Amendment was cleared by
USAID/Harare by fax The ProJect Grant Agreement Amendment
procurement plan was cleared by the Reglona1 Contract1ng Off1cer

Authorlty State 104102, dated Apr11 2, 1992 (Annex C of the
ProJect Paper Amendment) delegated to you, as the Act1ng Mlss10n
Dlrector of USAID/Mozamblque, the authorlty to approve and
authorlze the proposed amend~rnt to the Reglonal Ra1l Systems
Suppor' ProJect

Recommendatlon That you slgn a) the attached PP amendment
facesheet and b) the attached ProJect Authorlzatlon amendment
ThlS wll1 approve the amendment to the Mozamblque compon~nt of
the Reglonal Rall Systems Support ProJect and author1ze an
lncrease In the 11fe of proJect fundlng by $25,000,000 to a total
of $80,500,000 and an extens10n of the PACD to December 31, 1996

APprove~
D1sapprove

Attachments 1
2

Date

ProJect Author1zat1on
ProJect Paper Amendment

John M M1ller
Act1ng D1rector

L1 / 3[ /q 1-------

Clearances TR1edler, RLA{I Draft, 9/29/92
PArgo, ENG !)H
CNorth, PRM..' I~' i -z. I "Z--

GJenk1ns, CONT~ t\\'?7v\~'1-
BDodson, A/DD -h'i'-- I{ ~ I r ~
MKLoss, EMB Draft, 9/Q2/92
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PROJECT TITLE

PROJECT NUMBER

PROJECT AUTHORIZATION AMENDMENT NO

Southern Afrlca Reglonal

Reg10nal Rall Systems Support

690-0247
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1 Pursuant to the Fore1gn ASs1stance Act of 1961, as amended,
the Fore1gn Operat1ons, Lxport F1nancIng and Related
Programs ApprOprJatIons Act of 1988, AfrIca Bureau
Delegat10n of Authorlty (DOA) 551, as amended, and the ad
hoc author1ty delegated under BB State 10'126 and 90 State
206488, the Reg10nal Ra1l Systems Support ProJect was
author1zed on August 16, 1988, and amended on July 4, 1989,
June 30, 1990, December 6, 1991, September 25, 1992, and
September 30, 1992 Pursuant to 92 State 104102, that
authorIzat1on 1S hereby further amended as follows

a S ~t1on 1 1S hereby deleted In Its entIrety and the
f Llow1ng 1S Subst1tuted 1n lleu thereof

"1 Pursuant to the Fore1gn Ass1stance Act of 1961, as
amended, the Fore1gn Operat1ons, Export F1nanc1ng and
Related ProgLams Appropr1atlons Act of 1988, Afr1ca
Bureau DelegatIon of Author1ty (DOA) 551, as amended,
and the Ad Hoc Authorlty delegated under B8 State
102126, I hereby author1ze the Reg10nal Ra1l Systems
Support ProJect (the "ProJect") for the Southern Afr1ca
Reg10n 1nvolv1ng planned obl1gat1ons not ~o exceed
N1nety-e1ght m1ll1on n1ne hundred and th1rty-two
thousand dollars ($98,932,000) 1n grant funds over a
slx-year per10d from the date of authorIzatIon, subJect
to the avaIlab1l1ty of funds 1n accordance WIth the
A I D OYB/allotment process, to f1nance foreIgn
exchange and local currency costs for the ProJect
Except as A I D may othe_W1se agree 1n wr1t1ng, the
planned Ilfe of the ProJect 1S expected to be
approxImately e1ght years and four months from the date
of 1n1t1al obl1gat1on "

D Sect10n 2 1S hereby mod1f1ed by delet1ng the phrase
"ass1stance to Mozamb1que RaIlways pr1mar1ly to
rehab1l1tate and procure locomot1ves and 1ncrease Its
locomot1ve ma1ntenance and f1nanc1al management
capac1t1es" and Subst1tut1ng 1n lleu thereof the
follow1ng phrase

"ass1stance to MozambIque Ra1.1ways to rehabIlItate
and, 1f approprIate, procure locomot1ves, Increase
locomotIve ma1ntenance efflC1.ency, Improve f 1enCIal
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manageme~t capac1t1es, and shed and redeploy redundant
staff and assets "

c Sect10n 5 C , ent1tled "Mozamb1que Cond1t10ns
Precedent," 1S hereby mod1f1ed by add1ng the follow1ng
new Sect10ns 5 C (5) and 5 C (6)

"(5) Pr10r to any d1sbursement under the Grant for
labor and asset redeployment techn1cal ass1stance,
except for techn1cal ass1stance to USAID/Mozamb1que and
CFM for proJect management, and pr10r to the 1ssuance
of any comm1tment documents for such act1v1t1es, except
as A I D may otherw1se agree 1n wr1t1ng, the Grantee
shall furn1sh eV1dence that the Government has s1gned
an Agreement w1th the Internat10nal Bank for
Reconstruct10n and Development, 1n form and substance
sat1sfactory to A.I.D., for the Maputo Corr1dor
Rev1tallzatlon ProJect.

(6) Pr10r to any d1sbursement under the Grant for
severance pay, the Grantee shall furn1sh, 1n form and
substance sat1sfactory to A I D , eV1dence that the
Grantee has begun the 1mplementatlon of an
lnst1tutlonal restructur1ng program that, 1n A I D 's
0plnlon, w111 make the Maputo Corrldor ra11 and port
system prof1table in the shortest reasonable t1me
frame. In add1t10n, pr10r to any dlsbursement for
severance pay, pursuant to Sect10n 7 2 or 7 3 of the
Agreement, A I D and the Grantee w1ll agree, through a
ProJect Implementat10n Letter, on the procedures to be
followed for acqu1r1ng and d1Sbursl.ng local currency."

d. Sectlon 5 D , ent1tled "Mozambl.que Covenants," 1S
hereby mod1f1ed by add1ng the followl.ng new Sect10ns
5.D.(14) and 5 D (15)

"(14) The Grantee agrees to enact or promulgate all
legl.slatl0n or regulat10ns, or amendments thereto,
necessary to l.mplement ProJect actlvlt1es, 1n
particular, labor and asset redeployment, and to do so
promptly to ensure proJect activltles are not delayed
pendl.ng such leg1slatlve or regulatory changes.

(15) The Grantee w1ll ensure that water, telephones,
and access roads are prov1ded for the houses
constructed under the proJect "

I
t
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2 All other terms and condItIons of the orIgInal
authorIzatIon, as amended, remaIn In full force and effect

Slgned""--'~-b-l'.Ac".,.;z--,;,~-=---il"':":::<-=---
1 ler

Ac Ing MISSIon DIrector
USAID/Mozamblque

Date

Clearances TRledler, R~ Draft, 9/29/92
PArga, Eng tr.f I
CNorth, PRM /1"1\ "I?:.CItJ 'Z-

GJenklns, CONT AC\\~\-~!v ~I
BDodson, A/DD ~$1-~ / 3~('l~
USAID/Harare Fax, 9/25/92



1 PROJECT BACKGROUND AND RATIONALE

1 1 ProJect Sett~ng

111 Econom~c and Soc~al Cond~t~ons

The Mozamblcan rallway and port system (CFM) has hlstorlcally
been a malnstay of Mozamblque's economy, employlng more than
40,000 people as recently as 1981 (14 percent 0f the estlmated
300,000 people employed In the formal sector), and generating
slgnlflcant forelgn exchange earnlngs The CFM system lS
organIzed Into four regIonal DIrectorates South (CFM(S»,
Cen+ a1 (CFM(C», North (CFM(N», and Zambezla (CFM(Z» The CFM
sys~em was b, It largely to handle trafflc to and from
Mozamblque's Landlocked nelghbors, chlefly 21mbabwe and Zambla
(formerly Southern and Northern Rhodesla) and Malawl (formerly
Nyasaland), as well as east~rn sectlons of South Afrlca

The Southern reglon conslsts of three prlnclpal lnternatlonal
llnes the Llmpopo llne llnklng the port 0: Maputo to 21mbabwe,
the Goba llne llnklng Maputo to Swazlland, and the Ressano GarCla
llne llnklng Maputo to the Eastern Transvaal reglon of South
Afrlca In addltlon, the CFM(S) Dlrectorate lncludes two short
llnes entlrely wlthln Mozamblque, carrYlng purely domestlc
trafflC the llne from Xal-Xal to Mauele and Chlcomo, and the
llne from the port of Inhambane to Inharrlme The Ports of Maputo
and Inhambane are also under the CFM(S) Dlrectorate

The CFM(C) Dlrectorate contalns the maln Belra Corrldor llne
llnklng the Port of Belra to 21mbabwe The Sena Llne, llnklng
Dondo on the Belra Corrldor co the ~alawlan rallway system, has
been closed Slnce 1975 CFM(C) also lncludes two branch llnes,
of WhlCh only a small sectlon, carrYlng domestlc trafflc only,
remalns In operatlon The Pert of Belra lS lncluded In the
CFM(C) Dlrectorate The CFM(N) Dlrectorate contalns the maln
llne from the Port of Nacala to Llchlnga near the Malawlan
border, as well as two smaller llnes The Ports of Nacala and
Pemba are under the CFM(N) Dlrectorate CFM(Z) contalns the
domestlc short 11ne from the Port of Quellmane to the town of
Mocuba, as well as the Port of Quellmane ltself

In 1973, the last year In WhlCh operatlon 0f the rallways was not
lnhlblted by polltlcal or securlty problems, the three maln
corrldors carrled 20 mlillon tons of frelght, of WhlCh nearly 80
percent was lnternatlonal trafflc from Mozarnblque's landlocked
nelghbors, chlefly 21mbabwe (then Rhodesla) and Malawl, as well
as South Afrlca In that year the CFM system carrled over 90
percent of Zlrnbabwe's external frelght trafflc, 80 percent of
Zambla's copper, and learly 100 percent of Malawl's trade In
the same year, CFM's forelgn exchange revenues of US$110 ffillilon
flnanced most of the structural deflclt ln Mozamblque's balance
of trade Some 75 percent of thlS amount came from operatlons of
the Maputo Corrldor, WhlCh ln 1973 carrled 14 ~llllon tons of
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frelght Even as recently as 1979, at WhlCh tlme Mozamblque
observed trade sanctlons agalnst Rhodesla, CFM carrIed nearly
nlne ml11l0n tons of frelght, of WhlCh 6 8 ml1110n were
lnternatlonal traffIC, chIefly from South Afrlca (4 2 mlillon
tons) and Swazlland (1 9 mIlllon tons) By contrast, ln 1991 the
total CFM system carrled less than 1 4 mlillon tons of
lnternatlonal frelght, and the Maputo CorrIdor less than
900,C~O 1 The CFM system as a whole ln 1991 generated net
losses of about US$800 thousand on operatIng revenues of $35
mIllIon Most of these 10ss€3 were accounted for by raIlway
operatlons, whIch In 1991 showed operatIng losses of
approxImately US$lO mllilon Taken alone, the MapJto Corr~dor's

performance was even worse Whl1e the operatlonal,
lnfrastructure and securIty assIstance gIven to the Belra
Corrld~r has enabled the Central regIon of CFM (CFM(C» to show
an operatIng profl~, each of the Southern regIon (CFM(S» llnes,
Includlng the Xal-Xal and Inhambane short lInes, contInues to
operate at a loss, as does CFM(S) as a whole

PolItIcal changes In the Southern AfrIcan regIon, Includlng the
advent of maJorIty rule In ZImbabwe, the lIkelIhood of maJorIty
rule In South AfrIca, and the end of trade sanctIons agaInst
South AfrIca, make It unlIkely that the CFM system WIll ever
recapture as much of the Southern AfrIcan market as It once had
Increaslngly, as polItIcal conslderatlons lose theIr lmportance
as determInants of transport routes In the regIon, transporters
choose the lowest-cost optIon, WhIch IneVItably means that some
traffIC that for pollt1cal reasons once went through Mozamb1que
can be shIpped more economIcally through South AfrIca There 1S
lIttle questIon, however, that lmprovements on a number of
dImenSIons could yIeld slgnlflcant Increases In the trafflC
carrled by CFM and, pOSSIbly, an eventual return to
profltablllty, partlcularly on those routes where one of the
Mozamblcan corrIdors offers the shortest dIstance to a port
Current efforts by ma~y of the maJor donors, Includ1ng USAID, the
World Bank, aDA and ochers, are aImed at ImprOVIng the management
and structure of CFM to the pOInt where It can compete
effect1vely WIth South Afr1can ports for a slgn1fIcan~ pOltlon of
the trafflc to and frorr ZImbabwe, MalaWI, SwaZIland, ZambIa, and
South AfrIca Itself

In order to rebUIld CFM and Improve Its capaCity to compete for
regIonal freIght traffIC, donors SInce the mlJ 1980s have
Invested more than $600 mIllIon to upgrade both the prInCIpal
raIl corrIdors and the ports of Belra, Maputo and Na~ala

StartIng In the late 1980s, these donor-funded proJects began to
contrIbute to lmprovements In CFM performance Ral1 trafflc
through Belra 1ncreased from a 20-year low of 296,000 tons In
1984 to 632,000 1n 1989 TraffIC through Maputo Increased from

1 CFM 1991 Annual Report, Maputo, 1992
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2 7 rnllllon tons ln 1988 to 3 8 mllllon ln 1989 Whlle the Belra
Corrldor has managed Sllght lncreases ln trafflc Slnce 1989, on
the CFM(S) system these lmprovements were not sustalned CFM(S)
trafflc, lncludlng domestlc frelght, dropped to 2 2 mllilon tons
ln 1990, and agaln fell to 1 4 ffilillon tons ln 1991

Trafflc on the CFM system lS expected to lncrease slgnlflcantly
ln 1992, however, thlS has lIttle to do wIth any lmprovement In
CFM's abillty to compete Instead, the worsenlng drought
affectIng all of Southecr AfrIca has resulted ln ~n Increase In
food shIpments to MOZBrrb que and other countrIes ln the reglon,
much of WhlCh IS, and ~~ll contInue to be, carrIed by CFM

SInce the mId-1980s, many changes have occurred ln ~oza~blque

WhICh lncrease the 11kellhood that further aSSIstance to CFM wlll
be of slgnlflcant beneflt to the Mozamblcan economy as a whole
One of the key questlons, of course, lS the securIty sltuatlon,
WhlCh has had repercusslons throughout the economy and soclety
Whlle It IS dlfficult to predlct when, and In what form, peace
WIll come to MozambIque, some resolutlon of the conflIct between
the Government of MozambIque (GRM) and the Renamo rebels WIll be
achIeved, probably soon, br'nglng Wlth It more WIdespread efforts
to rebU11d the country, and a greater likellhood that such

- efforts wlll succeed The GRM has, In addItIon, taken maJor
steps towards the creatIon of a market economy In 1987, WIth
World Bank and IMF support, the GRM began ImplementIng a
comprehensIve EconomIC RehabIlItatIon Program (ERP) Exchange
rate reform, Improved allocatIon of foreIgn exchange, reductIon
of government SubSIdIes to publIC enterprlses and throughout the
economy, have contrlbLted to a reductIon of MozambIque's fIscal
defICIt from over 13 5 percent of GDP In 1985/1986 to about 2 4
percent In 1991 The government has changed the status of
government-owned enterprIses from that of "state" enterprlses,
under the dIrect control of government, to that of "publIC", or
parastatal, enterprIses, WhIch have greater autonomy In
operatIonal and management deCISIons GOIng even further
government has begun to prlvatize state-owned companIes In
several IndustrIes (truckIng, for example), through sale to
CItIzens and non-CItIzens allke

These measures have Important ImplIcatIons for CFM SucceSSIve
devaluatIons of the mE~lcal (a depreCIatIon of the real effectIve
exchange rate of over ,0 percent SInce 1987) have rendered CFM's
tarIff structure more competItIve InternatIonally, as well as
IncreaSIng the competItIveness of MozambIcan exports WhIle thIS
has lIttle effect where Imported eqUIpment or raw materIals are
concerned, It means that the real wage of MozambIcan workers ha<,
declIned substantIally In US dollar terms The reform of the
forelgn exchange allocatlon system means that CFM and other
enterprlses are now allowed to retaln 40 percent of forelgn
exchange earnlngs, Improvlng both theIr motIvatIon and theIr
ablllty to compete Intel latlonally

\~



4

Further restructurlng of CFM, therefore, takes place In the
context of an economy In WhIch the potentlal eXIsts for dramatIc
Increases, lot only In the volume and profitabllity of other
countries' freIght exported or Imported Vla MozambIque, but also
In the volume and profitabIlity of Imports and exports generated
by domestIC supply and demand While further economIC
restructuring carries WIth It thlS potentlal, It also Increases
market pressures to run the rallway more eff~~l~ntly

112 RelatIonshIp to US~ID Strategy

USAID began to aSSIst CFM In 19P6 WIth a p_ogram provIdIng $5 5
mIllIon for the overhaul of nInE steam and two dIesel locomotIves
and the partIal converSion of the beira workshop to dIesel The
MozambIque RegIonal RaIl Systems S pport (RRSS) ProJect, started
In 1988, focused on problems of Inadequately maIntaIned
locomotIves and wagons, poorly eqUIpped and Inadequate
maIntenance workshops, and Inadequate fInanCIal and operatIons
management systems In CFM InItIal proJect funding provIded
$34 5 mIllIon for locomotIve maIntenance, Improvements In raIlway
workshops, and technIcal aSSIstance and traInIng to CFM,
partIcularly to Improve CFM's fInanCIal management capaCIty In
addItIon to prOVIdIng CFM WIth the resources to rehabIlItate at
least eIght locomotives, maIntaIn the fleet of 60 dIesel
locomotIves, complete the Belra workshop, and reconstruct the
Maputo dIesel workshop and shed, the RRSS ProJect funded the
prOVISIon of 25 technIcal adVIsors and traIners In the areas of
fInanCIal management and locomotIve repaIr The orIgInal ProJect
Paper was amended In 1~90, when prOJected traffIC Increases
IndIcated a need for additional locomotIves, as well as a broader
approach to CFM's contlnulng management problems The amendment
prOVided an additional $21 million to purchase 10 new locomotIves
and to carry out an Institutional assessment of CFM

ThIS ProJect Paper Amendment IS Corsistent WIth the A I D
strategy already embodIed ln the RRSS ProJect, WhICh 15 Intended
to contrIbute SIgnIfIcantly to development not only In
MozambIque, but In the Southern AfrIcan regIon as a whole
A I D 's RegIonal Development Strategy for Southern AfrIca has as
a strategIC obJectIve for the transport sector to "Install
capaCIty and effiCIency In the transport systems that serve
regIonal cooperatIon and prOVIde access to regIonal and external
markets " In addItIon, Improved raIl effICIency may, In the
medIum to long term, contrIbute to USAID/Mozamblque's food
securIty strategy by prOVIdIng a relIable transport lInk between
rural producers, urban consumers, and export outlets

The overall ratIonale or thIS amendment, and Its relatIonshIp to
the eYlbtlng RRSS ProJect, IS made explICIt In 1992 Maputo 00616,
whl.ch states, "The overall donor program, partl.cularly the
comblnatl.On of the rWorldJ Bank's proJect to streamll.ne and lease
the operatIons and JSAID's proJect amandment to e~eploy assets,
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1S a loglcal extenslon of the present proJect, and wlil
contr1bute to the orlg1nal proJect's purpose and ObJ0ctlves more
effect1vely than presently planned actlV1t1eS What 1S
proposed 1S a natural expans10n of the present project to
1ncrease the overall performance of CFM, part1cularly CFM(S)
Major reduct10ns 1n staff and the converS10n of uneconom1C
phys1cal assets are cr1t1cal to transform the rallways and ports
from permanent dralns on the economy to profltable prov1ders of
efflclent transport SerVlces to the natlonal and reglonal
economy. II

1 2 statement of the P-oblem

CFM suffers from most of the operatlonal, manag~ -=nt, and
flnanC1al problems common to most Afr_can ra11wa

4
s For

Mozamblque, however, these problems are exacerbated, not only by
the cont1nu1ng C1V1l war, but also by ltS close proxlm1ty to
South Afrlca, whose ra11ways and ports have more 1n common wlth
those of other 1ndustrlal1zed countr1es than w1th those 1n 1tS
Southern Afr1can nelghbors These problems lnclude

Loss and damage of cargo Wh11e the war has destroyed
10comot1ves, wagons, and cargo, Mozamb1can ports are also a
serlOUS source of loss For goods shlpped from Swazlland
Vla the Maputo Corr1dor, for example, the average cost of
loss and damage lS $33 33 per ton (on hlgh value shlpments
w1th values greater than $2222 per ton), representlng 45
percent of tne total cost of shlpment of $74 75 per ton, as
compared to loss/damage of $11 11 per ton for goods shlpped
Vla Durban, out of a total shlpplng cost of $40 59 The
problem lS especlally serlOUS 1n CFM(S) Shlpments from
21mbabwe through the Belra Corrldor are only Sllghtly more
costly than through Durban, wlth lose/damage costs only
sllghtly hlgher ThlS lndlcates tha~1 1n the case of the
Belra Corrldor, modest lmprovements 1n operatlng efflclency
could generate slgnlflcant lncreases ln trafflc It also
lndlcates that, whlle lmprovements In efflclency are
essentlal 1n CFM(S) rall operatlons, port operatlons must
also be drast1cally lmproved 2

Overall port handl1ng problems Po~t demurrage charges 1n
the Mozamblcan ports of Be1ra, Mapu_o and Nacala are $7 56
per ton, as compared to $1 68 per ton 1n South Afrlcan
ports The SADCC Transport Investment Prlorlty Assessment
(STIPA) ln 1991 concluded that restructurlng Mozamblcan
ports was the slngle most lmportant transport lnfrastructure
lnvestment project 1n the ent1re S\DCC reglon STIPA's

2 SADCC Transport Investment Prlorlty Assessment (STIPA),
TSAID - Harare, De Leuw Cather Internat10nal Ltd , August 1991

fl;\
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assessment of the benefIts from port restructurlP~ IndIcated
that as many as 90 percent of the 14,000 port workers were
unnecessary to effICIent port operatIons A combInatIon of
reduced operatIng costs from releaSIng unnecessary workers
and Increased revenues from Improved effICIency and the
resultIng Increases In traffIC, could brIng net benefIts of
$7 mIllIon per year At the same tIme, however,
restructurIng of the ports alone 1S not suff1c1ent to brIng
about the deSIred Increases In traffIC

ExceSSIve labor costs resultIng from overstaffIng In 1991,
on operatl~g revenues of MT 15 35 bIllIon, CFM raIl
operatIons hap salary costs of ~T 13 35 bllllon, 01 37
percent of revenues The performance of CFM(S) was ~argely

offset by that of CFM(C), whIch show,_j operat1ng revenues of
MT 10 bIllIon, agaInst labor costs of only MT 4 7 bIllIon
In CFM(S), labor costs of MT 6 0 bIllIon actually exceeded
revenues of MT 4 2 bIllIon The performance of CFM(N) and
CFM(Z) (ZambezIa) was even worse These fIgures, moreover,
do not take Into account the salary costs Incurred by the
CFM DIrectorate General, a portion of WhICh IS allocable to
the raIlways as overhead

WIdely dIvergent estImates of the magnItude of thIS problem
have been made, some for the CFM system as a whole, and
others that focus on raIl or port operatIons alone or a
SIngle CFM regIon In IsolatIon The Issue IS further
complIcated by uncertaInty as to future traffIC Increases

OverstaffIng In the ports, whIle certaInly a problem, has
not prevented CFM port operatIons from operatIng at a
profIt Port staffIng problems are less acute than those of
the raIl 11nes, largely because of the large numbers of
temporary workers, who are maIntaIned as part of an
avaIlable labor pool, but are only hIred and paId on a dally
baSIS when there IS work to be done Of a current CFM port
and raIl work force of about 35,000, of WhICh 19,930 are
permanent staff, at least 13,100 of the permanent staff are
surplus to current CFM raIl and port reqUIrements 3

3 PreCIse staffIng numbers have been dIffIcult to obtaIn
Numerous InconSIstenCIes have been found, both In totals and In
departmental and age/skIll breB~downs Th1S IS due to several
factors IncludIng a lack of aVBLlablllty of detaIled management
InformatIon, non-standard methods of data collectIon and
presentatIon, and dIfferIng dates of orIgIn These numbers, ana
those SUbsequently resented In thIS paper, represent the best
pOSSIble syntheSIS of and estImate from the numbers avaIlable
from varIOUS CFM and non-CFM sources
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Weakness of CFM management In spIte of the many capable
people employed by CFM at all ltvels, there are many
weaknesses undermInIng CFM's abIlIty to operate the raIlways
effICIently These Include

Lack of capabIlIty to generate usable data and to
formulate oper tlonal and fInancIal actIon plans based
on those data

Lack of management accountabIlIty for operatIng
results

The IncluSIon, of assets a~a actIvItIes In CFM's portfolIo
that are not crItIcal to effICIent operatIon of a raIlway or
ports, but WhICh constItute a draIn on maLagement and
fInanCIal resources These Inc'ud~ hOUSIng, cl1nlcs,
raIlway clubs, schools, factorl~s for the manufacture of
concrete and wooden ,leepers g quarrIes, and a host of repa1r
and maIntenance functIons In many ot~er countrIes, some of
these products and serVIces are procur j from other
companIes through a varIety of subcontract1ng or purchase
mechanIsms

These problems have had a devastat1ng effect on overall
performance of CFM, as eVIdenced by contInued declIne 1n freIght
tonnage and passenger transport as well as by contInued 1ncreases
In CFM's operatIng defIc1ts ThIS decl1ne 1S far more
preclp1tous than earlIer donor proJectIons IndIcated, and
reqUIres more rad"cal measures than the traInIng, Increases In
locomotIve and workshop capaCIty, and other aSSIstance so far
prOVIded or envIsaged by ~h1S, and other donor proJects The
prev10us RRSS PP amendmen~ acknowledged that th1S m1ght be the
case; stat1ng, "At present RRSS and o;:her donor proJects do not
have the scope necessary to correct the fundamental management
def1c1enc1es found everywhere workshops, d1spatchIng, materIals
managemert, upkeep of the bU1ldlnas, and coordInatIon of CFM's
geographIcally separate and partl~]ly auton0ffious raIl lInes and
ports "

WhIle the 1990 PP amendment Included a ~omponent to perform a
systemIC study and formulate a systemIC approach to CFM's
problems, Maputo 00616 concludes that., "thIS planned component
has been overtaken by the events descr~bed The development of a
systemIC study of CFM's management problems has become an
unaffordable luxury In the face of severe traff1c declInes and
the threat of new Investments In 1nfrastructure that could lead
to the long-term dIverSIon of traffIC from Maputo to ports In
South Afr1ca (RSA) Furthermore, the study planned In 1990 would
be 11ttle more than a dIstractIon from the work of the Investment
adVIsory f1rm to be funded by the World Bank "
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1.3 Other Donor Act~v~t~es

rhe act1v1t1es proposed by the current PP Amendment take place 1n
the context of a maJor new donor 1n1t1at1ve, coord1nated by the
World Bank and agreed to by the GRM 1n March 1992, Wh1Ch was
formulated 1n consultat1on and cooperat1on w1th USAID, and to
Wh1Ch A I D expects to contr1bute substant1ally

THe centerp1ece of the World Bank proJect lS the engagement of an
1nvestment adv1sory f1rm to 1) analyze the market for CFM(S)
serV1ces and formulate a bUS1ness strategy for the CFM(S) system,
1nclud1ng ~dent1f1~at1on of the operatlng, management, personnel,
1nvestment and assets management strategles and actlcns requlred
to achleve an approprlate cost structure and an accept~ble

flnanclal rate of return on assets, 2) evaluate several posslble
optlons for restruct~r1ng ar j partlal prlvatlzatlon of CFM(S)
WhlCh wlll enable t~e obJectlves of the reformulated bus1ness
strategy to be achl~ved, and, 3) asslst In the lmplementatlon of
the strateg1es and estructur~ng optlons as agreed by the World
Bank and the GRM

The actlv1tles undertaken by the lnvestment advlsory flrm are
expected to encompass the follow1ng components

Evaluatlng f1nanclal prospects for the CFM(S) system and
1dentlfylng the related flnanclal, operat1onal, 1nvestment,
and management strategles requ1red to real1ze these
prospects and, ultlmately, return to prof1tab1llty

Def1nlng optlons avallable In restructurlng CFM(S) and
attractlng prlvate capltal and technlcal expertlse requlred
for successful lmplementatlon of the ldentlfled strategles

Ass1stlng the GRM and CFM to attract and negotlate prlvate
sector partlclpatlon and lnvestment In selected areas of the
CFM(S) system and developlng an lmplementatlon strategy for
the management of those actlvltles retalned by CFM

Asslstlng the GRM and CFM In structurlng and negotlatlng
prlvate sector Jnvestment proposals

For each of the optlons consldered, assesslng the
1mpl1catlons on redundancy of personnel and assets, and
recommendlng strateg1es for deallng wlth problems or
opportunltles ~~at may arlse from lmplementatlon of each
opt1on cons1dered

One of the key aspects of the proposed Wo~ld Bank proJect 1S the
questlon of redundant personnel ln the re~tructurlng, not only of
CFM(S), but of the ent1re CFM system ThlS lS roRde eKp'lclt ln
the terms of reference for the lnvestroent adv1sory servlce, WhlCh
state, "Due to the key role of manpower resources In th1S
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exerCIse, the lnvest1gat1ons and analyses should cover all CFM
and not only the CFM(S) system" The terms of reference call for
the 1nvestment adv1sors to 1) determ1ne the number of employees
1n the ra1lway and port subsystems, class1f1ed by Sk1l1s,
funct10n and length of serV1ce, 2) 1centlfy current Industrlal
relat10ns pract1ces and pens10n regulatIons, determ1n1ng whether
they are mandated by law or are governed by evolved ;ract1ces, 3)
prov1de estlmates of the manpower requ1rements by operatIonal
category and the degree of labor redundancy or dk1lls shortage by
occupat1onal category, 4) formulate strateg1es for effect1ng
reductIons In manpower requIrements, 5) d€Jelop new re lunerat10n
pollcles and serVIce condltlons necessa y 0 ensure thct CFM can
compete effectIvely for personne: posse~slng the requIred SkIlls,
6) assess eX1sting tra1n1ng fac1lIt1es and ~esources and IdentIfy
strateg1es for strengthen1ng tra1nIng In cr1tlcal skIll areas,
rh1le ensurIng cost recovery or fundIng for any traInIng

k'rograms

WhIle the terms of reference have called for the 1nvestment
advIsors to evaluate several optIons for CFM(S) restructur1ng,
the World Bank, partly because of a perce1ved need to rnIn1m1ze
the tIme spent on analysIs and to move as rapIdly as P sSlble
towards 1mpiementation of a restructurIng plan, has decIded, w1th
the agreement of the GRM, to 11mIt the number of opt1ons to
three These are 1) a "master lease," under wh1ch CFM(S)
ra1lway operat1ons would be leased to a SIngle company, WhICh 1n
turn m1ght subcon~ract or sublet certa1n components of CFM(S)
operat1ons to other prIvate operators, 2) award of conceSSIons
to manage and operate spec1alized term1nals at the ~~rt to users
and prIvate operators, Ie, the status quo, 3) creatIon of a
transport corr1dor corporat10n conglomerate wIth 1tS SubsId1aries
makIng awards of operatIng concessIons for selected actIVItIes to
the prIvate sector WhIchever optIon 1S chosen, one poss1bIl1ty
beIng to comb1ne aspects of each of those under cons1deratio ,
the Government has agreed to the pr1nc1ple that techn1cal
assIstance 1tself 1S not enough to solve CFM's problems and that,
at least for CFM(S), some form of pr1vate operat1on 1S essentIal
If It 1S to surVIve

Quest10ns do, however, remaIn as to exactly Wh1Ch parts of
eX1st1ng CFM(S) operatIons would be covered by a master lease or
otherwIse turned over to pr1vate management It w1ll be an
Important responsIbIlIty of the Investment advIsory f1rm to
determIne the optImal structure for the more eff1cIent and
profItable me,agement of CFM(S) One of the most crItIcal Issues
stIll unresol Ted IS the status of CFM(S) employees and whether
they should be 1) dIsmIssed en masse, wIth a lessee then deCIdIng
whom to rehIre, 2) transferred as part of a lease or other
prIvate management arlangement, the new IT3nagement then deCIdIng
whom to reta1n and whom to let go, or 3) the subJect of CFM's own
determInat10n of staffIng reqUIrements, WIth CFM determInIng who
IS retaIned and who 1S made redundant
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The current PP amendment, whlle not concernlng ltself dIrectly
wlth these questlons, lS lntended to deal wlth the problems that
wIll arlse from large scale reductlons ln the CFM workforce and
the need to dlspose of redundant assets, both from CFM(S) non
rallway operatl0ns and from other CFM operatlons (e g , the short
llnes) that wIll be restructured or closed

Because the optlons for redeployment of redundant workers wIll to
a large extent be contIngent ~pon the restructurlng of CFM and
the degree to WhlCh certaln rFM operatlons are prIvat1zed or
otherw1se d1vested, the act1 ltles covered by thIS PP amend~ent

w1ll have to take place 1n close collaborat1on wlth the
Investment advIsory serVlces to be provIded under the Worl Bank
proJect These actIv1tIes are! In fact, consIdered to be ~art of
the overall World Bank proJect, for Wh1Ch USAID has accepted
responsIbIlIty Under the agreement between the World Bank and
the GRM, "[A]ll labor-related Issues, other than the refInement
of the numbers of potentlall~ redundant workers ln CFM(S) should
be addressed under thIS component G1ven the lIkely Importance
of manpower Issues In any future strategy for the CFM(S) system,
the [World Bank] mlSSlon bel1eves that negotlations should be
subJect to prlor agreement between Government, CFM and USAID on
terms of reference for thIS component "

The concern has been expressed ln 1992 State 104102 that lf the
World Bank program for whatever reason falls to be Implemented
(for example, If a commercIal lease of CFM(S) 1S not ach1eved),
the redundancy component to be undertaken by USAID mlght then be
Inapproprlate or unviable on ItS own The planned reductIons ln
personnel, however are not restr1cted to CFM(S) but are lntended
to cover the entlre CFM ra1l system, as well as the overall and
reg10nal D1rectorates Genercl Slmllarly, the redundant assets
w1ll come not only from a restructured CFM(S) but also from
possIble clos1ng of the short llnes, the restructurIng and
prIvatIzatIon of certaIn port operatIons under a Brltish ODA
funded proJect, and restructurIng and poss1ble prlvatlzatlon of
ral1-related operatl0f5 throughout the CFM system, lncludlng but
not restrIcted to workshops and houslng

ThlS fallure of the World Bank program, however, would probably
slgnal the go ernment's unwllilngness or lnability to make the
dlfficult dec_slons requlred to tJrn CFM(S) around If thlS
turns out to be the case, then U_ ~ID wIll almost certalnly cancel
the amendment, and possIbly take further steps to termInate all
aSSIstance to CFM ThIS IntentIon, and the dependence of the
amendment on the success of the Maputo CorrIdor ReVItalIzatIon
Program, have been clearly spelled out In addItIonal condItIons
precedent to the proJect

In addItIon to the World Bank program, aDA lS undertakIng a major
$34 mlillon port restructurlng program, fOCUSIng on
rehabIl1tatlon and part1al pr1vatlzaCl0n of Maputo port
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operat1ons The success of th1S program 1S 1mportant to the
success of the current proJect, Slnce w1thout slgn1f1cant
1mprovements In port operatIons rest Jcturlng of the raIlways
alone may not De suff1cIent to brIng the Maputo CorrIdor Into a
pos1t1on where 1t 1S cost compet1t1ve w1th South Afr1can routes

As 1nd1cated 1n SectIon 1 2, slgn1f1cant numbers of port workers
w1ll also be covered by the redeployment programs developed under
thls proJect
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2 PROJECT DESCRIPTION

2 1 Goal and Purpose

The RegIonal RaIl Systems Support Project IS a regIonal umbrella
project WhICh comprIses three dIstInct country-specIfIc
actIvItIes In Mozamb1que, SwazIland and MalawI The goal and
purpose of the MozambIcan component of the project parallel the
two complementary components In Swaz1land and MalawI The goal
1S to support the development of a stronger econow_c foundatIon
for growth In Southern AfrIca The purpose 1S to strengthen and
enhance the capacIty and operatIonal effIcIency of regIonal rcll
transport systems

ThIS amendment adds a new project actIvIty to adc ess a
fundamental problem facIng CFM It w1ll contrIbute to the abIlIty
of the MozambIque ra~lway system (CFM) to reduce ItS operatIng
defIcIts In order to regaIn a portIon of the share of the
regIonal raIl transport market It has lost In recent years to
other countrIes

The orIgInal RRSS project was aImed at IncreasIng the tractIve
capacIty of CFM and develop1ng a more commercIally-orIented
system of fInancIal management for the raIlway The 1990 Project
Paper amendment, by provIdIng new locomotIves to CFM, was
Intended to Increase CFM's fre1ght haulIng capacIty from 5 8
mIllIon tons to appr)xImately 7 0 mIllIon tons, WhICh In turn was
expected to result In reductIon of at least $3 6 mIllIon In
operatIng defIcIts by 1995 The amended proJect, In addItIon,
was Intended to provIde a basIs for necessary and fundamental
changes In CFM by fInancIng an In-depth InstItutIonal study of
requIrements for transformIng CF> Into an effectIve and
commercIally vIable raIlroad U fortunately, before eIther of
these changes was Imp1~mented, CFM experIenced further and rapId
declInes In traffIc, creatIng the p~cessity to undertake more
radIcal and rapId steps to restruccure CFM

The project addresses three major constraInts to CFM's
profItabIlIty and effIcIency The fIrst of these, a shortage of
tractIve power, IS presently the subject of a program to Improve
maIntenance by IncreasIng CFM's capacIty to perform routIne
maIntenance and by developlrg a system for the contractIng out of
major repaIrs to locomotIve components The second, the absence
of a sound fInancIal system, IS beIng addressed through technIcal
assIstance and computerIzatIon The thlrd, the structural
IneffICIencIes of CFM, was Introduced as a proJect concern by the
1990 ProJect Paper amendment, WhICh prOVIded for a grant to the
IBRD to examIne WIth CFM Its fundamental management problems and
develop a strategy to overcome them The 1991 InItIal evaluatIon
of the proJect focused on thIS thIrd problem as well, and found
that CFM, as presently organIzed, IS fundamentally unmanageable
At the same tIme, traffIC levels on CFM(S) fell durIng the
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proJect, from a h~gh of three ffilllI0n net tons ~n 1989, to two
mIllIon ln 1990 and to 1 4 ffilillon In 1991 ThlS declIne,
contrary to all prIor proJectIons, and coupled wIth the
possIbIlIty of maJor new Investment In RepublIc of South AfrIca
(RSA) ports, raIsed the Issue of whether CFM can surVIve as a
maJor regIonal transporter

The strIkIng deterIoratIon In CFM's performance, the faIlure of
locomotIve aval:abIlIty to respond qUIckly to an InfusIon of
spares and technIcal assIstance, and the threat of new RSA
Investment, led USAID to consult wIth other donors on a JOInt
dpproach to the overall problems facIng CFM As a result of
these consultatIons, the U S Ambassador and -he ChIefs of
MISSIon of the other maJor donor countrIes met J0Intly WIth the
MInIster of Transport, and IndIVIdually WIth other senIor
government offICIals I In October and Novew~er, 1991 At these
meetIngs, the donors put for~ard theIr VIe that Investments In
the CFM(S) Infrastructure were a waste under the present
CIrcumstances, and that contInued donor support would be
dependent on the GRM's Wl llngness to accept radIcal
restructurIng, WhICh would result In a lead role for the prIvate
sector In the operatlons of the port and raIlroad At the tIme,
the government refused to entertaln the sale of rIght of way or
maJor Infrastructure, but agreed ln prlnclple to the long-term
leaslng of the lnfrastructure to capable prlvate sector
companles

In November 1991, the IBRD assumed the lead ln developIng a
restructurIng program for CFM(S), and Slnce then has prepared the
Maputo Corrldor Revltallzatlon Program ThlS program, whICh
should be sIgned ln Novemb~r, 1992, WIll fIrst assess the market
for CFM's serVIces and Talue Its assets Based on thIS
potentIal, and WIth a v~ew to maXImIzIng MozambIque's return on
CFM's assets, the program WIll then examIne how three dIfferent
InstItutIonal forms, dIfferIng In theIr degrees of prIvate sector
partICIpatIon and operat10nal control, mIght qUIckly exploIt the
market The government, In consultatIon WIth rhe othpr donors,
WIll then choose one of the three forms, WhlCh wlll be pac~aged

for sale/lease/conslderatlon by potentlal prIvate operators

The present proJect amendment IS USAID's contrLbutlon to the
process of restructurIng CFM It reduces the Slze of CFM's
workforce and sheds unneeded assets ln order to make effICIency
Improvements requlred to make CFM a potentIally profItable
company of lnterest to prIvate Investor-

ReVItalIzatIon of CFM through some form of commerCIal lease or
other prIvate management arrangement WIll be ImpOSSIble to
achIeve WIthout the a maJor reductIon In staff ThIS r~ductlon

WIll be dIffIcult to achIeve polItIcally, and could have serIOUS
SOCIal effects If programs are not created to absorb the excess
workers who WIll no longer be employed In addItIon, the
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commerclal reorlentatlon of CFM w1ll requ1re that many eX1st1ng
CFM operatIons be d1vested, through pr1vatization or outr1ght
closure A more effICIent and profItable CFM w1ll, however, be
pol1tIcally and economIcally problematIC 1f one effect of
restructur1ng 1S to release some 13,000 workers lnto the labor
force WIth few prospects of product1ve employment elsewhere
DIsposal of redundant assets therefore becomes a cr1tIcal
problem, both 1n the potent1al of those assets to generate new
emplOyment opportunItIes and In theIr ab~llty, through sale,
lease Jr other mechan1sms, to generate revenues and reduce
carryIng costs for CFM and the GRM

The proposed r~oJect amendment to develop redeployment schemes
for redundant workers and assets wlll, therefore, contrlhute to
the ach1evemE~t of both the overa]l RRSS goal of support~ng

econom1C growch 1n Southern Afr1ca and the component's purpose of
st~engthen1ng and expand1ng the capac1ty and operatIonal
efflc1ency of CFM

2 2 ProJect Strategy

The contr1bution of thlS ~ew proJect act1v1ty to the goal and
purpose has two pr1nc1pal components 1) aSSIstance to the GRM,
CFM and the prIvate sector to shed excess staff, to the extent
poss1ble by Ident1fying and developIng new, productIve economIC
opportun1t1es for workers made redundant by CFM restructur1ng,
2) the redeployment of excess CFM assets so as to create the
maXImum pOSSIble number of productIve employment opportunItIes
and to Increase the operatIng effICIency of CFM These
components are fully cons1stent w1th the goal of supportIng
development of a stronger economIC foundatIon for growth In
Southern Afr1ca, and WIth thIS component's purpose of
strengthenIng and eApandlng the capac1ty and operatIonal
effIc1ency of Mozamb1can raIlways Under th1S component, the
proJect WIll aSSIst CFM to reduce ItS operatIng defICIt and to
regaIn a portIon of 1tS preVIOUS share of the reg10nal raIl
transport market

Component I, by helpIng the GRM, CFM and the pr1vate sector to
IdentIfy and develop new opportunItIes for redundant raIlway and
port workers, w1ll contr1bute to development of a more v1brant
pr1vate sector 1n Mozamb1que It WI I also, by absorbIng up to
4,500 excess CFM workers In a produc~lve way, make the 1dea of
CFM restructurIng more acceptatle to workers, un1ons, management
natIonal and prov1ncial government, nnd other groups potentIally
affected by the restructurIng Furthermore, by redUCIng the
overall workforce, Component 1 w1ll result In slgnIf1cant
reductIons In ooerating costs

Component 2, by redeplOyIng excess CFM assets, WIll contrIbute
dIrectly to the generatIon of at least modest employment
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opportunlt1es, slnce lt 1S those assets that w1ll form the baS1S
of new and productIve prIvate enterprlses to be created
Dlvestlture of these excess assets wlll also contr1bute to the
purpose of reduclng CFM's operatlng deflclts and renderlng lt
more competltlve ln the reglonal transport market

The success of thlS proJect 1S cont1ngent on CFM maklng
substantlal progress towards restructurlng ItS organlzatlcn In
order to respond to the market for 1tS serVlces, th1S
restru~tur1ng IS belng dlrectly supported by the World Bank under
1tS Maputo CorrIdor Rev1tallzatlon Program (MCRP), WhICh should
eventually lead to a lease of CFM, or at le~st maJor port1o~s of
CFM's operatlons, to pr1vate companles RR S w1ll therefore
collaborate closel} wlth both the World Ban Investment AdvIsory
team and wlth the eventual lessee(s) of CFM(S) ra1l operatloP~,

as well as wlth teams currently provldlng flnancial apd
operatlons management assIstance to CFM As the World Bank
1nvestment advlsors Identlfy and evaluate CFM restructurlng
optlons and reflne the numbers of CFM employees to be made
redundant, the USAID proJect team should have a maJor lnfluence
on chooslng optlons that maXlm1ze productlve employment
opportunltles for redundant workers The USAID proJect WIll also
work closely w1th the enterprlses employlng or run by former CFM
employees or employlng former CFM physlcal assets, ln order to
ensure that they remaIn compet1tlve ln the prcluctlon of 1nputs
for the new CFM In the other CFM reglons, the proJect wlil take
a leadIng role 1n aSSIstIng the CFM reglonal dlrectorates and
DIrectorate General to calculate staff1ng reqJ1rements by
locat1on, Sk111 category and Sk111 level, and ~o 1dent1fy those
workers who should no longer be employed by CFM In add1t1on,
because the problems of ra11 and port operat1ons are so closely
1nterrelated, and Slnce the restructur1ng of rall and ports w1II
both result 1n large-scale workforce reduct1ons, close
cooperat1on w1th the ODA Maputo port restructurIng program 1S
also env1saged

•
As p01nted out ln Annex G, the losses and damages suffered by CFM
w1Il be conslderably reduced by the comb1ned reduct10n In staff
and the concom1tant reductIon of the overall management burden
Th1~ 1n 1tself wlil 1mprove CFM's compet1t1ve pos1t1on
conslderably, but not enough to realIze Its potentlal w1thout the
more far reach1ng changes envIsaged under the MCRP

A four-year proJect component llfe 1S ant1clpated, from October,
1992 to December, 1996, w1th on-the-ground act1v1t1es occurrIng
over three years, begInnlng as early 1n 1993 as possIble
Because lt w111 be 1mposs1b1e to absorb the expected 3,300 early
retlrees and 9,500 to 10,000 redlndant workers lnto other
productlve act1v1t18S lmmed1atelYI a phased reductlon 0f staff 1S
antlclpated o,er a one and a half year perIod, In whIch as many
as posslble of each cohort of workers to be released w1ll be
employed productlvely before theIr severance payments ceaE~
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Although ~t does not fall Wit ~n the scope of the proJect, lt
should be ~oted that ~n order to max~mlze the efflCJency of what
remaIns of CFM, a substantIal traInIng exercIse shoJld be
undertaken wIthIn CFM as part of Its restructurIng It IS
expected that the prIvate companIes assumIng responsIbIlIty for
the operatIons WIll prOVIde the bulk of such traInIng and other
donors wIll also prOVIde assIstance WIth the scale of
redundanCIes proposed, far greater demands wIll be placed on the
productIvIty and effIcIency of the workers who remaIn ThIS may
requIre Increases In general SkIll levels, changes In work
organIzatIon and workIng practIces, and profound changes In
attItudes of CFM employees at all levels It should be noted,
however, that CFM has conSiderable competent staff at the artIsan
level If the redundal ~y plap successfully retal~S most of
these, then Improved manageme~,t wIll be the most lmportant
reqUIrement for dramatlcallv mproved performance

2.3 El~ of Project Status

The end of project status (EOPS) WJll be measured at some pOInt
after the expIratIon of the estImated two years of severance
payments expected to be made to redundant workers WhIle a four
year project lIfe IS envlsaged, results are unlIkely to be fully
measurable WIthIn that tIme It IS only after the project
perIod, when the benefIts to CFM of redUCIng Its salary
expendItures take full effect, that SIgnIfIcant economIC returns
may be generated Apart from measurement of economIC returns,
however, the EOPS should Include the follOWIng

The successful reorganIzatIon of CFM whIch may Include, but
not be lImIted to the lease, sublease, sale, or other
dIvestIture of raIlway operatIons other than core traffIC
operatIons (e g , workshops), throughout the CFM system, to
the extent that such dIvestIture can be demonstrated to
Increase the operatIng efflClenc¥ and profIt potential of
CFM, and to prOVide SIgnificant benefits In generating
dlternatlve employment for redundant CFM staff

Successful structurIng and ImplementatIon of an early
retIrement program for approXimately 3,310 workers reaching
age 55 durIng the lIfe of the project

ProductIve employment of at least 40 percent of the workers
made redundant by the CFM restructurIng program, exclUdIng
those aged 55 or over who opt for early retIrement (at least
4,000 out of a prOjected 9,500 to 10,000 redundant workers)

Successful l~entlflcatlon of raIlway assets that arp not
essentIal to effIclent raIl operatlons, and tneir sale or
converSlon to other productIve use
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Successful closlng of the short llnes

Development of plans, In :oordIna~lon wlth the redeployment
of workers and assets, for programs to mItIgate the effects
of rall llne closures on the areas formerly seIved by the
short llnes, 1f closed

2 4 Outputs/ProJect Act~Vlt~~s

2 4 1 CFM(S) Restructurlng

The numbers and klnds of CFM employees made redundant wIll
depend, to a degree, cn the form taken by the CFM(S)
restructurIng under tLe MCRP

The master lease concept proposed by the World Bank for the
restructurIng of CFM(S) prov1des scope for the leaslng or
subleaslng of specIallzed operatlons such as workshops,
factorIes, and quarr1es to prlvate operators, whether Mozamblcan
or forelgn Independently of the World Bank proJect, slmllar
operatlons In other reglons of CFM could simllarly be dlvested,
through leaSIng, management contracts, or outrlght sale and
privatlzatlon It IS these operatlons, throughout the CFM
system, that are llkely to provlde a large number of reemployment
opportunltles for redundant CFM workers The means of d1sposlng
of them IS therefore crltlcal to the success of the proJect
Whlle the master lease concept 1ndicates that these spec1allzed
operatlons may be 1ncluded 1n the master lease and then subleased
as approprIate, other opt ons should be consIdered by the amended
RRSS proJect, Wh1Ch may p_ov1de for greater operat1ns eff1c1ency,
greater partlc1patlon by the Mozamb1can pr1vate sector, and the
creatlon of greater numbers of employment opportun1t1es

One optlon that should not be cons1dered 1S the retent10n of
~hese speclal1zed operat1ons by some Government agency other than
CFM, Slnce there would be a h1gh rIsk of a return to CFM of
responslb1lIty for the1r operat1on It m1ght be posslble to
malntaln some operatIons ",th1n CFM for a short t1me, subJect to
an agreement between the GfM and USAID that would commIt the
Government to thelr operatlon3l and/or financlal prlvatlGatlon
A varIety of mechanlsms could be used to ach1eve th1S obJectlve,
lnclud1ng outr1ght sale, leas1ng on terms Slm1lar to the lea~e of
rall and port operatlons, or management contracts w1th
performance Incentlves bUllt 1n In any case, the rap1d transfer
of all assets unnecessary to CFM's core funct10ns 1S crItlcal to
the success of the proJect and the ra1lroad

242 Short L.lnes
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CFM currently operates three short lInes Inhambane-Inharrlme (90
kms), Quellmane-Mocuba (145 kms, CFM-Zambezla), and Xai-Xal
Mauele-Chlcomo (140 kms) These lInes, whIch are not connected
to the maIn corrIdor lInes In MozambIque, nor to the Southern
AfrIcan regIonal raIl network, are at best perIpheral to the maIn
operatIons of CFM WhIle they may, In some ways, contrIbute to
the economIes of the areas they serve, as purely domestIC lInes
they do not affect CFM's InternatIonal competl_lveness, except
Insofar as theIr contInued operatIon may be a draIn on CFM's
overall management and fInanCIal resources The Quellmano lIne
In 1991 haL led only R,SOO tons, whIle the Inhambane lIne carrIed
only 500 tons nnd tr Xal-Xal lIne 300 tons representIng In
aggregate only 9 4 peccent of the total freIght ~arrIed by the
CFM raIl systen These three lInes are SlIghtly more Important
In terms of passenger traffIC The Inhambane lIne In 1991
carrIed 38,000 passengers, the Quellmane lIne 17,500, and the
Xal-Xal lIne 5,900, amountIng In total to SlIghtly over three
percent of the total passengers carrIed by CFM, These represent,
however, SIgnIfIcant declInes from preVIOUS years In 1989, for
example, the Inhambane lIne carrIed 71,600 passengers and the
Xal-Xal lIne 12,800 In 1990 the Quellmane lIne carrIed over
68,000 passengers These drastIC fluctuatIons In passenger
traffIC are attrIbutable to changes In the securIty SItuatIon In
the regIons served by these lInes as well as to the declInIng
standard of serVIces

Each of these raIl lInes has generated losses In each of the past
ten years that are hIgh relatIve to the level of traffIC they
carry PrOJectIons of future traffIC IndIcate, moreover, that
there IS lIttle chance that these lInes WIll re' Jrn to profItable
operatIon Consequently, It IS hard to JustIfy theIr contInued
operatIon on purely economIC grounds USAID has therefore
proposed that these lInes be shut down and the assets sold or
otherwIse redeployed There IS, however, some reSIstance to thIS
Idea because the lInes do prOVIde some local serVIces and because
of the employment generated

It IS also clear that the level of SUbSldv for all three lInes IS
small, at least so long as no attempt IS nade to reverse the
gradual deterIoratIon of the lInes and faCIlItIes It IS
pOSSIble that even at current levels of traffIC they can break
even gIven adequate staff reductIons (see Annex F)

The crItIcal ISSue IS not, however, wf8ther these lInes can lImp
along for a few more years WIth lImIted SubSIdIes, It IS rather
whether CFM can contInue to manage a vast empIre of unproductIve
assets and at the same tIme reverse the dramatIC deterIoratIon of
ItS maIn corrIdors, In order to prevent the ImmInent permar,ent
relegatIon of Maputo to the statu~ of a secondary port The
questIon of whether the lInes remaIn open IS alsJ, to some
extent, secondary The Important pOInt IS that these lInes must
be removed from CFM's management purVIew



19

Quelimane German assIstance IS rebuIldIng the port of Quellmane
under the condItIon that CFM close the raIl lIne RRSS wIll
provIde addItIonal encouragement, as necessary, for thIS closure
The port of Quellmane IS a profItable operatIon, and should
contInue to be so

Xal-Xal The Xal-Xal raIlway does not carry enough freIght or
passenger traffIc to JustIfy ItS contInued operatIon on economIc
or admInIstratIve grounds As a narrow-gauge steam locomotIve
lIne, however, It could have come tourIst potentIal once the war
ends and the tourIst Infrastr cture IS rebullt The current cost
of operatIng the lIne IS about $120,000 per year, Whl~h CQuid be
reduced to about $80,000 through staff reductIons SInce the
eXIstIng road does not go as far as Chicomo ~r Mauele, cle re of
the raIlway wIthout prOVIdIng for alternatl\ 0 access would r~ve

some unaesirable consequences for the small popula+Ions of those
towns and the surroundIng areas The entIre freIght traffIC of
the XaI-Xai lIne could be handled eaSIly by one all-terraIn
vehIcle runnIng on an eXIstIng dIrt track, although the raIlway
brIdges mIght have to be modIfIed to accommodate road vehIcles
The proJect may aSSIst CFM In tryIng to sell the lIne to a
prIvate company Interested In ItS medIum-term tourIst potentIal
The proJect WIll work WIth local and natIonal authorItIes to
develop alternatIves to the serVIces presently prOVIded by the
lIne

Inhambane Of the three short lInes, Inhambane IS the most
IndefensIble economIcally Because of frequent attacks on the
lIne, and a parallel road that makes Its serVIces redundant,
durIng the fIrst SIX months of 1992 only 18 traIns traveled on
the lIne, carryIng Just over 1,100 tons of cargo and 107
passengers The Inhambane lIne generated revenues of Just MT
10 8 mIllIon, as agaInst MT 112 5 mIllIon IP expenses In 1983
and 1984, raIl revenues In Inhambane were MT 1 4 mIllIon and 4 5
mIllIon, respectIvely, and salary expenses alone were MT 30 8
mIllIon and 23 6 mIllIon Its performance appears to have been
no better In colonIal tImes EstablIshed In 1918, prImarIly to
carry cotton produced at plantatIons along the lIne, traffIC
began to declIne when the colonIal admInIstratIon outlawed forced
labor on the plantatlons Its declIne became even more
pronounced In the 1950s when the road lInkIng Maputo to Inhambane
was bUIlt, to the extent that In 1970 the colo~lal government
closed the lIne entIrely It remaIned closed ~tll 1980 when the
prOVInCIal government requested that It be reo~ened AccordIng
to CFM sources, howe.er, closure of the lIne had lIttle, If any,
adverse effect on the regIon The port contInues to maKe a
profIt, ae It dId when the raIl lIne was not operat ng The only
conceIvable JustIfIcatIon for contInUIng to operate the lIne IS
the number of passengers It hIstorIcally has cel-ried (over 300
traIns carryIng 200 thousand passengers In 1984) ThIS, however,
IS a level of demand that could be satlsfIeo by fewer than 10

I
~
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mInIbuse~ travelIng the same route (See Annex H) Based on the
calculatIons In Annex H, the proJect deSIgn team concluded that
the Inhambane llne should be closed ImmedIately

2 4 3 AlternatIve Plans for Retrenchment of Personnel

The retrenchment optIons chosen, and the number of workers
elIgIble for aSSIstance under one or more of these optIons, WIll
depend to a large e~tent on the overall restructurIng package
funded and assIsted by the World Bank Wh1le It appears that the
"rna :er lease" concept under WhlCh all "operatlonally useful"
assets would be transferred to a sl~gle prIvate sector lessee,
WhICh In turn would operate (wIth prssIble subleas1ng of some
operatIons) the CFM(S) system, 1S the opt1on preferred by the
World Bank and USAID, ~o effort has been made to def1ne prec1sely
what IS meant by "operatIonally useful" assets The questIon
therefore remaIns to what degree operat1ons such as maIntenance
of way, workshops, quarrIes, and other Important but not strIctly
raIlway functIons would be Included In the master lease The
transfer or non-transfer of these operatIons under a lease
arrangement WIll, naturally, affect the numbers of people for
whom redeployment alternatIves must be arranged

CFM Itself, WIthout donor aSSIstance, has only managed to reduce
ItS workforce from over 37,000 In 1990 to around 35,000, largely
by ImplementIng a compulsory early retIrement scheme, redUCIng
the standard retIrement age from 65 to 60 A future reductIon to
55, at least on a voluntary baSIS, IS contemplated AccordIng to
the calculatlons summarIzed In Annex G, some 3,310 workers aged
55 or over, or who wlll reach age 55 by mId-1994, can be expected
to be elIgIble for and to accept an early retlrement package
CFM typlcally must pay 7 percent of a worker's annual salary Into
the MInlstry of F1nance penslon fund Any early retIrement
scheme, to be acceptable to the GRM, would reqUIre that CFM
contlnue to make the penslon fund contributlons untIl the workers
Invol\2d reach age 65 4

The current 35,000 or so workers In the CFM system may, by
attrltlon and retIrement, be further reduced to fewer than
31,000 Of these, some 10/ 00 are employed at the ports on a
temporary contract basls, and about 4,000 are permanent and
temporary employees of the North and South maIntenance brlgades,
responSIble for track malntenance and operatIon of the concrc~e

4 The early ret1rement scheme, wh1le attract1ve In that It
would probably be ent1rely voluntary, 1S cons1derably more
e~pensive per worker ($1,462) than the general severance plan
contemplated at thIS proJect ($607 ~er worker) For thIS reason,
It WIll be subJect to further IntenSIve reVIew and pOSSIble
cancellatIon durIng Phase I of proJect component ImplementatIon
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sleeper factory and the quarrIes These temporary workers can be
let go wIthout any prOVISIon for severance payor future
redeployment, whIle the permanent employees of the brIgades are
externally funded ThIS leaves approxImately 16,500 raJl and
port workers potentlally affected by workforce reduct10ns
result1ng from CFM restructurlng As dlscussed 1n Annex G, the
best estlmate of future trafflc and staffIng needs IndIcates that
the pool of workers to be ass1sted by the proJect 1S
approx1mately 10,000, most of whom are unskIlled or seml-sk1lled

A number of pOSSIbIlItIes are pro~ sed to redeploy these
remaln1ng workers They Include

PrIvatlzatlon of non-raIlway operatIons In ra1lway s~stems

ln other countrIes, many operat1ons such as maIntenance of
way, workshops, and other 1nfrastructure support funct1ons,
are contracted by the rallway to prIvate operators Often
these arrangements permIt operatIons formerly owned by the
raIlway and provld1ng serV1ces only to t~e ra1lway to
develop other markets for theIr serVIces CFM, for example,
currently operates two concrete slee~er factorles, staffed
by the ma1ntenance br1gades and employlng more than 100
people each If prlvatlzed or leased and encouraged to
develop other markets and new products, these could become
commerclally vlable enterpr1ses employlng more people than
they do currently These factorles could, for exampJe,
produce concrete pIpe, precast concrete slabs, and other
products for WhlCh a large potentlal demand eXlsts ln road
bUlldlng, waterworks, and commerclal, IndustrIal, and
resIdentlal constructIon Quarrles, currently prodUCIng
ballast, could begIn to prOVIde aggregate for concrete,
ballast for road constructIon, agaln potentlally lncreaslng
employment RaIlway workshops, If prIvatIzed, could perform
a varlety of machInery maIntenance for WhlCh non-rallway
demand could be found as well as, wlth relatIvely modest
1nvestment, prodUCIng and marketIng fabrlcated metal
products

These and other SImIlar optIons Wlil requlre detalled
analySIS, WhlCh short-term technIcal aSSIstance WIll prOVIde
under the amended proJect Consultants funded under the
amended proJect WIll study these optlons In detaIl,
analyZIng potentIal raIlway and non-raIlway markets for the
products and serVIces to be offered by these enterprIses,
speCIfyIng the number of workers aDd the kInds of SkIlls
requlred, IdentIfyIng potentIal prl ate operators,
structurIng fInanCIal and managerIal contract terms for
prIvatlzatlon or lease, determInlng requlred levels and
posslble sources of new Investment, determInIng tralnlng
and technlcal aSSIstance needs, and prOVIdIng technIcal
aSSIstance and traInlng as reqUIred
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The Maputo Port restructurIng currently unnerway has already
begun prIvatIZIng sev~ral port operatIons, IncludIng the
coal and CItrus termIrals, through lease or management
contract to prIvate, commerCIal operators In each case the
proposed prIvate operator has presented Its estImated
staffIng reqUIrement, and has been requIred under the terms
of the agreement to employ at least 90 percent of thIS
number :rom eXIstIng CFM employees ThIS, or a SImIlar
formula, could be applIed In the prIvatIzatIon of raIlway
assets and operatIons, but only to the extent tpat It does
not Interfere WIth the potentIal profItabIlIty ( the
prIvatIzed enterprIse

AgrIcultural aSSIstance WhIle It IS pr~bably no~ feaSIble
to contemplate mOVIng urban-based CFM workers to rural
areas, whether ~hrough compulsIon or Inducements,
conSIderable potentIal eXIsts to enable many current
maIntenance-of-way workers, who are based In rural areas and
already do SubSIstence farmIng, to become more effICIent and
productIve farmers capable of supportIng themselves entIrely
through agrIcultural work A combInatIon of the prOVISIon
of better farm Implements, extenSIon serVIces, and
aSSIstance In marketIng of produce could be supported
through eXIstIng programs funded by other donors, offerIng
alternatIve employment for as many as 1,000 workers The
VIabIlIty of such schemes may, however, be severely lImIted
In many areas due to drought and war, and must be evaluated
carefully Furthermore, project aSSIstance In these areas
WIll be lImIted almost exclUSIvely to the establIshment of
lInkages between eXIstIng programs and CFM workers, WIth a
pOSSIbIlIty of some aSSIstance beIng prOVIded to other
donors to expand eXIstIng programs to CFM staff

Road bUIldIng Several major road bUIldIng projects are
underway, or In plannIng stages, affectIng most of the major
transport routes In the country These Include projects
funded by the UnIted NatIons Development Program (UNDP) and
the World Bank These projects have, however, been one of
the maIn reemployment optIons for demobIlIzed soldIers and
for workers on the South AfrIcan mInes who have been
repatrIated due to ~mployment cutbacks As a result, the
number of workers allable for such projects exceeds the
demand Wh1le thlE may change, 1t 1S unlIkely that road or
other publ1C works projects w1II prov1de reemployment for
more than about 500 former CFM workers These Jobs are
dependent on locat1on, SInce they can employ only those ex
CFM workers who lIve close to the project SIte, and they are
temporary, end1ng once the road 1S completed iowever, as
part of the proposed analySIS of _he economIC, fInanCIal and
SOCIal costs and benefIts assocIated WIth clOSIng the short
lInes cr keepIng them In operatIon, the p 7 0Ject should
underta1 q an analySIS of the costs and benefIts of bUIldIng
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new roads or rehab111tatlng eXlst2ng ones to provlde
alternate transport routes, together wIth the numbers of
former CFM workers who m2ght be employed on road
constructIon or rehabl11tatlon In these areas Also, to the
extent that any new road-buIldIng or reconstructIon pIJJects
are InItIated In the context of a possIble peace accord,
partIcularly If funded by USAID or other donors, they could
generate addItIonal employment opportunItIes

Other Pr2vate Sector Employment The proJect WIll also fund
outrlacewent ~or ex-CFM employees to help them to fIne Jobs
wIth eXIstIng prIvate sector fIrms ThIS component WIll
also Include a~sessing SkIlls of I jividual workers and
advIsIng them on employment and traInIng optIons

Small-Scale MInIng Each MInIstry operates a "Pundo de
Pomento", a fund for support of small-scale actIVItIes In
the area or InCJstry WIth WhICh 1t 1S concerned WhIle many
of these funds are not very effectIve, the fund operated by
the MInIstry of MInes has granted conceSSIons and prOVIded
funds and eqUIpment to over 100 small-scale mIners, mostly
In Cabo Delgado and ManIca PrOVInces SIgnIfIcant potentIal
eXIsts for at least 100 ex-CFM employees, espeCIally those
who come from those prOVInces, to go Into small-scale
mInIng The proJect WIll work WIth the MInIstry of MInes
Fund to aSSIst those workers chOOSIng such an optIon, and
WIll prOVIde technIcal aSSIstance and traInIng to the Fund's
profeSSIonal staff, and fInanCIal support, as reqUIred

Road Transport SerVIces and Other Small EnterprIse
Development In the areas served by the short lInes, the
scope may eXIst for former CFM eroployees to prOVIde road
transport serVIces to replace freIght and passenger serVIces
formerly prOVIded by CFM traIns Passenger traIn serVIce
has almost completely been elImInated on the B Ira CorrIdor,
and prIvate and cooperatIve bus, truck and mIn~van op~rators

now offer cheaper, faster, and more profItable passensar
serVIce GIven the restructurIng and prIvatIzatIon of the
truckIng Industry currently beIng undertaken w2th USAID
aSSIstance, the scope eXIsts for pr~vate operators to buy or
lease trucks and to prOVIde prIvate truckIng serVIces The
amended RRSS proJect could supplement other donor programs,
that presently prOVIde loan guarantees or other fInanCIal
support, In order to permIt these Drograms to extend
ass2stance to former CFM employees seekIng to go Into the
prIvate road transport bUSIness The growth of prIvate
truckIng could also prOVIde opportunItIes for truck
3ervicing and other support IndustrIes The amended RRSS
proJect, In the context of the closure of the short lInes,
WIll analyze potentIal employment and the reqUIrements for
f2nancial and technIcal aSSIstance assOCIated WIth
development of prJvate tr sklng serVIces In areas currently
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served by the short l~nes, as well as w~th the development
of road transport of passengers to replace passenger raIl
serVIce on the maIn _Ines

In addIt10n to road transport, such programs mIght be
extended to any potentIally v~able enterprIse proposed by
retrenched CFM workers, subJect to normal procedures ~n

assess1ng and mon1tor~ng the progress of the propos~d

enterpr~se As d~scussed ~n greater deta~l 1n SectIon
2 5 4, any poes~ble cred~t schemes w~ll be applIed through
eXIstIng donor prog~ams wI~h eXIstIng fInanCIal
InstItutIons, and only at competLt Ive Interest Lates The
pro~ect mpy also provIde aSSIstance to other donors
supportIng traInIng and management programs for the
finanrial Inst1tut1ons selected, to Improve theIr abIl1ty to
mon1tor and ass1st these enterprIses

Tra1nIng In add1t1on to In1tIatives to fac1lItate dIrect
re-entry 1nto the product1ve labor force there w1ll be up to
1,500 1n-country tra1nIng scholarshIps ava1lable for
redundant CFM employees aged below 50 Such scholarshIps
w1Il 1nclude traInIng In vocat1onal and trade SkIlls as well
as In general educatIon In eXIst1ng Inst1tutlons

Wh1le rece1v1ng traIn1ng, employees w~ll cont1nue to be paId
severance on a monthly baS1S unt11 1t 1S exhausted, and
thereafter may receIve a small allowance untIl the course IS
completed Most of the funds prOVIded for th~s traInIng
~n1t1at1ve w1Il be 1n the form of 1nst1tut1onal support to
MozambIcan tra1nIng Inst~tut~ons, to help them to develop
the curr1cula reqUIred, to recru~t addItIonal traInIng staff
as needed, and to purchase tra~n~ng mater~als

244 Alternat~ve Redeployment Plans for CapItal
A'2sets

The amended proJect 1S unlIkely to 1nvolve extenSIve redeployment
of assets 1ndependently of the personnel currently employed Ln
use of those assets The maIn assets lIkely to be dIvested by
CFM are those, such as the workshops, WhICh employ slgnlflcant
numbers of people In ~on-rallway operatloDs and Wh1Ch have
slgnificant potent1al for sale and operBtLon as Independent,
prlvate sector enterprlses Several such posslbillties are
descrIbed In Sectlon 2 4 3, above The value of most of the
phySIcal assets avaIlable for dlvestlture IS less In the market
value of machlnery, plant and equlpment, spare parts, and land
and bUlldlngs, than 1n thelr po_entlal value as functloning
operatIons emplOyIng skIlled or seml-skilled workers, and In
thelr abillty to produce products and serVIces for WhICh a
SIgnIfIcant market may eXIst, domestIcally and abroad
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If efforts are made to sell CFM's excess physIcal assets on a
pIecemeal bas1s, theIr value wIll be neglIgIble Much of the
mach1nery In use In the workshops, for example, 1S at least 20
years old, and In many cases as much as 50 years old, and fully
deprecIated The cost of transportIng these machInes to another
locatIon, and the cost of InstallatIon, would In many cases
exceed the market value of the mach1nes themselves The1r ~alue

w1Il oft~n depend on theIr IntegratIon Into a functIonIng
productIve unIt For CFM to realIze any value from tre1r sale
would requIre that the entIre productIve unIt, IncludIng
bUIldIngs and staff, be transferred to a prIvate owner who would
then need to Invest addItIonal funds to convert the unIt ~o

commercIal produc~lon Workshop bUIldIngs, and the lan~ lhey
occupy, may be sIgnIfIcantly more valuable DIrectly adJacent to
the port, the Maputo and Belra wc~kshop land and bU1ldlngs could
be the nucleus of a new 1ndustrial zon& 1n WhICh case the1r value
could be substantIal Slnce prl~3te land ownershIp reW31ns
1llegal In MozambIque, and only the most rudlmentary real estate
market eXIsts, It IS dIff1cult to assess the value of CFM land
and bUIldIngs It 1S unlIkely In the near term, even assumIng
that the law changes to permIt broad pr1vate land ownershIp, that
the land and bUIld1ngs could be sold to prIvate 1nvestors who
would turn 1t to product1ve use Immed1ately Currently the only
lIkely purchasers would be speculators, who would have no
InclInatIon to keep the workshops In operat1on and would thus
release many hundreds of addItIonal workers

The IIYellest scenarlO for dIsposal of these assets, and the one
most lIkely to ma1nta1n product1ve employment for former CFM
employees, 1S the1r lease or conceSS1on as part of an eXIstIng
product1ve capac1ty The proJect w1lI prOVIde for Independent
valuatIon of assets as part of the preparatIon of Investment
prospectuses It 1S probable, however, that the value may be
notIonal, and that they may be sold for a mInImal amount to
1nvestors who comm1t themselves to prOVIdIng the addItIonal
Investment, as well as traInIng, management and marketIng
aSSIstance needed to keep :he eX1stlng work force pr~duct1vely

employed

The d1sposal of other a sets, such as houslng owned by CFM, 1S
equally problematIc S_me 20 percent of permanent CFM employees
llve 1n houses owned and ma1ntained by CFM When they £etIre,
workers rece1ve from CFM suffICIent bUIldIng materIals to bUIld
another house, the one they have occupIed revertIng to CFM As
part of 1tS restructurIng, CFM may no longer rrov1de or ma1nta1n
hous1ng for 1tS workers except 1n remote areas w1th no market
alternat1ves, nor would 1t need to prOVIde bUIldJng mater1als to
workers who retIre The amended proJect ~lgnt d€SlgT a program
to sell CFM houses to the workers currently occupyIng them ThIS
IS lIkely to Involve concesslonal payment terms, If not an
oucrlght glveaway, and may not generate a slgnIf1cant return to
CFM S1! 'e hous1ng 1S currently an 1mportant part of some
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wor~ers' compensat~on, any scheme to prlvatlze houslng may also
need to study and reVlse eX1stIIlg salary structures to compensate
workers for the loss of th1S Jmportant benefIt

CFM also has valuable assets 1n 1tS RaIlway Clubs, stadIums,
dormItorIes, schools and clIn1cs Slnce, 1n some cases, these
facll1t1es are not crIt1cal to CFM's own operatIons, the solutIon
w1ll be the turn-over to the mun1~lpal government or sale to the
pr1vate sector, 1f the asset has the potentIal to make a prof1t
If the turn-over 1S to be to the Government, e g , for schools or
medIcal facIlItIes, USAID may allocate funds for mInor repaIr and
rehabIl1tat1on before thej are transferred to the1r new owners

CFM, further~ore, OCCUP1~S a very valu1ble asset In 1tS land
hold1llgS, espec1ally 1n urban areas At the Port of Maputo
alone, CFM owns 400 to 500 hectares of unused land Wh1Ch, whIle
1t has no Infrastructure such as roads, sewerage, electrIfy and
water, 15 nonetheless potentlally \ery valuable Among other
potent1al uses would be the creatlon of an 1ndustr1al park, WhlCh
could generate slgnlflcant revenues through development and lease
of land or Industr1al bUlld1ngs, as well as contrIbutIng to the
creat10n of thousands of Jobs for unsk1lled and seml-sk1lled
workers Brltlsh aDA, currently fund1ng restructur1ng of the
Port of Maputo, has recommended development of an EPZ on CFM
land Wh~le the tlme requlred to develop speclflcat1ons, prov1de
the 1nfrastructure and attract the requ1red prlvate 1nvestment 1S
llkely to be more than the Ilfe of th1S proJect, the proJect WIll
nonetheless follow closely any further analyses of Industr1al
park or EPZ potentIal, and may poss1bly ass1st 1n ImplementatIon
of related act1v1t1es, 1f they f1t closely the obJectlve of
reduclng the Slze of CFM (See Annex H for a calculatlon of
potentIal returns from development of an 1ndustrlal park, based
on current constructlon costs and commerc1al/lndustr1al rentals)

G1ven the ambIgUItIes and fr~quent changes In the laws affect1ng
use or transfer of land, CFM w1II have to submIt proposals for
all property transfers to the Intermlnlsterlal Commlttee for the
Restructurlng of State Enterprlses (CIRE), WhICh In turn must
obta1n the Pr1me Mlnister's approval The proJect, as well as
analyzlng the potent1al for redeployment of assets, wlll, where
approprIate, ass1st CFM 1n prepar1ng the necessary documentat1on
requ1red to obta1n GRM approval

2 5 Inputs

2 5 1 Severance and Other Payments

The project w1ll prov1de for payment of ear11 ret1rement
1ncent1ves and severance pay for redundant employees equ1valent
to three months of salary for every two years of serV1ce WhIle
several condu1ts for these payments could be used and WIll be
exam1ned, a llkely optlon 1S for 1£ Commerc1al Bank of
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MozambIque (BCM), WhICh coordInates ~ll state pens10n payments
and Wh1Ch has a wIdespread network of offIces throughout the
country, to be the channel through WhICh severance and other
payments are effected The proJect may also use the People's
Development Bank (BPD), Wh1Ch handles the payment of some
pensIons and WhICh has branches throughout MozambIque Before
such payments are begun, heJever, further analysIs of the BCM and
BPD fInanCIal and manageme~t capacIty to make the payments, as
well as other possIble optIons, WIll be requ1red to conf1rm the
PP team's fInd1ng that the present system 1S adequate

252 ProJect Managem8nt

InstItutIonal IdentIty Management of the amended proJect
wIll be centered In a proJect management unIt (PMU), to be
located In, though not formIng a dIrect part of, the
M1nIstry of Transport WhIle the possIbIlIty of sItuatIng
the PMU In CF~ was carefully consIdered, It IS belIeved that
the potent1al for InstItutIonal conflIcts of Interest IS
greater there than 1n a GRM m1nIstry

POlICY and Ove£slght The PMU wIll be overseen by a e~eerlng

commIttee that wIll represent the dIfferent constltu~nCles

affected by CFM restructurIng and retrenchment, and WhICh
wIll gUIde pOlICy deCISIons and reVIew progress of the
proJect At a mInImum, the steerIng commIttee WIll consIst
of representatIves of CFM, the CFM labor unIon, the
MInIstrIes of FInance, Transport, Labor, Cc~erce, and
Construct1on and Water, USAID, the Chamber ~f Commerce, the
GabInete de Promocao de InvestImento Estrange1ro (GPIE)/ the
NatIonal Inst1tute for the DevelopmeDt of Local Industry
(IDIL), and the Techn1cal Un1t for the Restructur1~g of
Enterpr~~es (UTRE)

Personnel The PMU W1ll consIst of a MozambIcan ProJect
D1rector, a MozambIcan Flnance/Admln1stratlon Manctger four
fIeld offIcers/ one located In each of the four CFM
admlnlstrat,ve regIons, a secretary and a dr1ver/ all of
whom WIll be paId out of proJect funds durIng the proJect
lIfe In add1t1on, the proJect WIll provIde four long-term
adVIsors 1) an enterprIse development expert, 2) an
employment/traInIng speCIalIst, 3) an employment and
retrenchment speCIalIst, and 4) a fInanCIal adVIsor

PhysIcal requIrements WhIle the MInIstry of Transport WIll
be requested to prOVIde offIce spece and telephone llnes,5

5 The proJect has also budgeted for offIce space, In case It
IS found eIther that the MOT cannot prOVIde the reqUIred space
(partIcularly In lIght of upcomIng demand from the IBRD's
Inst1tutlon-bulldlng effort), or that for polItIcal r 3~ons the
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the project wlll provlde funds for ether needs, such as
vehlcles, a sufflclent number of personal computers,
prlnters and software, fax machlne, photocopIer, and offIce
furnlture The project wlll also provlde computer
programmIng and management lnformation system desIgn as
determlned by the needs of the project

2 5 3 TechnIcal ~sslstance

Long-term TechnIcal ASflstance The proJect wIll provIde one
long-term expa~rlate aCJISOr, skilled In er~erpr se
development, credIt, an j lnvestment/exporr. devel OI'1ent, to
advIse the project manegement unlt for the four-~ear

duratIon of the technIcal asslstar~~ component of the
project ThIS advIsor, who wlll wo ~ closely _th the
Moza~blcan Project Dlrector, wIll coordlnate the provislon
of USAID funds under the proJect, as well as technIcal
assIstance and traIning ThIS advIsor wIll provlde major
technIcal Input to the preparatIon of terms of reference for
the studIes, short-term technIcal assIstance, and tralnlng
to be provlded under thlS project

The project wlll also provlde one long-term employment and
retrenchment specIalist to work closely wIth the CFM
personnel department over the four years of the proJect
technlcal aSSIstance component, to IdentIfy workers to be
retalned and those to be dlsmlssed, and to IdentIfy the best
employment and traInIng opportunItIes for the redundant
workers

The project will prOVIde a thIrd expatrIate adVIsor, an
employment and tra~nIng specIalIst, who wIll work ln the PMU
and wIll coordInate che traIning and outplacement components
of the project

FInally, Lhe project wIll prOVIde a fInancIal adVIsor
prImarIly to ensure that th' system of severance payments
functIons transpar2ntly and IS audIted regularly

Each long-term adVIsor, togethe~ wIth hIS or her MozambIcan
counterpart, also to be hIred by the proJect, wlll determIne
traInIng needs for professlonal staff In local lnstitutions
and organlzations, and wlll coordlnate the deSign and
delIvery of such traInIng, as requIred

Short-term TechnIcal ASSIstance The project wIll prOVIde 40
person-months of short-term technIcal assistanc3 for each of

project IS bptter place~ elsewhere
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the 3 years of the technIcal ass~stance phase of the
proJect, dIvIded Into two prIncIpal components

1) enterprIse developwent and 1nvestment feas1b1l1ty stud1es,
and the preparat10n of 1nvestment prospectuses

2) d1rect short-term technIcal assIstance and traInIng to

a) newly prIvatIzed enterprlses, In the areas of
~arket1ng, product1on, personnel management and
fInence, and,

b) local 1nst1tut1ons In the areas of proJ~:t and cred1t
evaluat1~n, export ~nd 1nvestroer promot1o~, and
tra1nIng IdentIf1catIon

The proJect may fund tra1n1ng for workprs and managers 1n newly
prIvatIzed enterprIses, as well as pro~esslonal staff In local
InstItutIons that WIll play an Important role 1n supportIng new
enterpr1ses Three maJor tra1nlng components are env1saged

1) A "matchIng fund" for tra1nIng 1n product1ve
enterpr1ses Th1S component 1S des1gned to prov1de
workers wIth the traInIng requ1red to reor1ent them to
product1ve commerc1al employment SInce 1t 1S expeLted
that most such workers wIll contInue to work In the
same facI1ItLes In WhIch they were employed by CFM, but
under new, commerc1ally-oriented ownersh1p, 1t makes
sense to provIde them w1th on-tne-Job and other
pract1cal traInIng 1n thes~ new enterpr1~~s It 1S
also 1mportant that th1S nvt be a sImple glveaway, but
rather a means of reInforc1ng these enterprIses'
comm1tment to 1mprovlng the SkIlls of theIr workers
One way to eisure thIS IS to provIde traln1ng funds to
match or supplement those funds allocated for traInIng
by the managers of these enterpr1ses The proJect may
also provIde ass1stance In determ1n1ng traIn1ng reeds,
desIgnIng approprlate traInIng programs ~or

ImplementatIon IP these enterprIses, ana In IdentJfyIng
technIc1ans 01 other experts most capable of prOVIdIng
the requIred tcaInIng

2) TraInIng support to local InstItutIons A number of
local InstItutIons, IncludIng but not necessar1ly
lImIted to GPIE, IDIL, the Banco Popular de
Desenvolvlmento, the MInIsterIal Development Funds, the
Chamber of Commerce, and the Assoclagao IndustrIal de
Mogamblque (AIYO), have an Important role to play In
prOVIdIng credIt and technIcal aSSIstance, espeCIally
to small-scale enterprIses The proJect may, through
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complementary grants to other donors' assistance
programs, support these organizations, fund traIning
f~r professional staff In these, and other appropriate
organizations, In the areas of proJect evaluation,
enterprIse start-up assIstance, bookkeepIng, marketing,
and other small bUSiness serVIces for WhiCh the need IS
IdentIfIed ThIS trainIng may be conducted at
unIversItIes and traInIng InstitutIons In Mczambique,
other African countries, or the Unl~ed States, as
approprIate

3) DIrect vocatllnal training The proJect may fund
vocaclonal tralrlng for ex-CFM emplov~es who seek to
develop SkIl:S tnct wIll help them eventually to fino
new Jobs In the prIvate sector ThIS traInIng WIll
take place In local, preferably prIvate, trainIng
InstItutIons and wI]1 be coord'nated through the
Dlreccao para a Formacao ProfF slonal (DPFP), the
natIonal vocatIonal trainIng h ogram

255 Other Inputs

Small busIness credIt While many of the productIve
enterprIses WIll be funded by prIvate domestIc or foreIgn
Investors for whom access to fInancing IS not a sIgnifIcant
constraint, smaller enterprIses employing smalJer numbers of
people will require loans for WhiCh they are unlIkely to be
able to provIde suffICIent collateral DependIng on the
numbers of such enterprises IdentIfIed, their fInancing
needs, and the abIlIty of the MozambIcan financIal
Infrastrkcture to meet those needs, the proJect may provide
some additIonal fundIng to eXisting small business credit or
credit guarantee schemes In cooperation WIth one or more
domestIC finanCIal InstitutIons and other donors, WhICh will
extend credit at competitive rates or credit guarantees to
small, medlum and mIcro-enterprIses establIshed as part of
the CFM wcrkforce retrenchment

USAID has monItored the Institutional capacIty of the
bankIng and credIt systems over the past several years, and
at present no fInanCIng In thIS area IS warranted Recent
changes In the law, other donor actIvItIes In the sector,
and possIble changes follOWIng a peace accord, may lead to
dramatIC Improvements over the next c 0 uple of years The
project WIll track the abIlIty of loedl InstItutIons to
absorb and Implement credIt or credIt guarantee programs,
the cost to USAID of sUI portIng such a programs and the
lIkelIhood that they WILl succeed The project WIll pay
speCIal attentIon to eXIstIng credIt or cred_t guarantee
programs, one for small and medium-scale enterprIses (SMEs)
funded by the World Bank and operated through the commerCIal
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banks, and one for mIcro-enterprIses, also funded by the
World Bank and operated through the GabInete de Promocao do
Emprego (GPE), as well as to eXIstIng programs operated by
the BPD and the mInIsterIal development funds Th~ proJect
wIll not deSIgn or InItIate a new credIt program

In addItIon, for those workers JOInIng spun-off prIvatIzed
enterprIses, theIr severance package may be paId In a lump
sum to purchase shares on a preferentIal baSIS In the new
companIes, as permItt~1 by MozambIcan law

If a pr)gram appears feaSIble, the proJect WIll work WIth
the relevant fInanCIal InstItutIons to establIsh -redlt
lImIts, operatIng procedures, evaluatIon crIterIa, and
management controls aImed at maXImIZIng the program's
chances of success The proJect WIll not, however,
establIsh any Independeht programs

3. IMPLEMENTATION PLAN

3 1 InstItutIonal Arrangements

ProJect actIVItIes are to be Implemented by a US InstItutIonal
contractor u~der the superVISIon of the MInIstry of Transport and
In close collaboratIon WIth ItS DIrectorate of FInance and
Investment A semI-autonomous proJect management unIt (PMU),
staffed by local hIre personnel and aSSIsted by long-term
adVIsors and short-term consultants, WIll be lInked WIth the
MInIstry of Transport at Loth central and prOJlnClal levels, as
well as WIth each of the CFM DIrectorates ThIS dual structure
of proJect and mInIsterIal personnel prOVIdes for both e fectlve,
responSIve management of redeployment actIVItIes and tIes to
broader GRM sector and enterprIse reform Inltlatlves

rhe proJect WIll prOVIde technIcal aSSIstance to CFM In support
of downSIZIng and reorganIzatIon, It WIll also fInance
approprIate severance and penSIon-fund payments lInked to the
retrenchment of CF~ staff In addItIon, the PMU WIll admInIster,
In close coJlabora_lon WIth the MInIstry of TransportatIon,
support for the reInt?gratlon of retrenched CFM personnel Into
alternatIve productIve actIVItIes and the redeplol~lent of ex-CFM
capItal assets for economIcally productIve or publIcly benefICIal
purposes The PMU WIll arrange for external technIcal aSSIstance
and enter Into local contracts for the ImplementatIon of these
redeployment actIVItIes

The contractor WIll hIre local and expatrIate personnel,
=stabllsh a central offIce for the PMJ WIthIn the MInIstry of
Transport In Maputo, and representatIon In the ~Ield for each of
the lInes undergOIng downSIZIng and restructurIng AntICIpated
staffADg for the PMU Includes the follOWIng local hIre persc~nel
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a) 1 ProJect Dlrec~or

b) J Deputy DIrector for Flnance and Adml~lstratlon

c) 1 Deputy Dlrector for Programs and Coordlnator for
CFM(S)

d) 4 Fleid CoordInators (one each for CFM(C), CFM(N), CFM(Z)
and one for Xal-Xal and Inhambane)

e) 3 Support staff (1 each secretary, bookkeeper, and
drIver)

At both central and provlnclal levels, PMU personnel WIll be
tWlnned wlth MInlstry of Transport personnel (dIrectors and
delegates), posted respectIve1 1 to Maplto, Belra, Nampula,
Que~lmane, and Inhpmbane

The contractor WIll provld~ lour long-term adVIsors to CFM a ~

the PMU one Personnel Analyst/ Retrencpment A('VISOr, one
EnterprIse Development/Red~ployment~jvlsor, one EmplOYment
Development and TraInIng AdVIsor and one financlal specIalIst
In addItIon, the contractor wlil prOVIde short-term technIcal
aSSIstance as needed throughout proJect ImplementatIon In support
of retrenchment, labor redeployment, establIshment of spIn-off
enterprlses, etc (see below)

The PMU wlll be governed by a Steerlng Cvmmlttee WhlCh wlll
establlsh p011Cy, monltor lmplementatlon, and serve as a gUldlng
and coordInatIng body at the level of central government The
SteerIng Commlttee wlll be the same as that for the MCRP, WhlCh
lncludes representatlves from the Mlnistries of Transport,
FInance, and Labor, PlannIng, and Industry as well
representatIves of CFM In addItIon, lt wlll coordlnate the
partlclpatlon of other organIzatIons such as the BCM, BPD
(Peoples Development Bank), GPE (Bureau of Employment PromotIon,
MInlstry of Labor), IDIL (NatIonal InstItute for the Development
of Local Industry, MInlstry of Industry), DIFAP (DIrectorate of
Vocatlonal TraInIng, MInIstry of LaDor), and the varIOUS sectoral
s~all Inltlatlve promotlon funds PrIvate sector representatlves
wlil also be consulted by the SteerIng Commlttee as reemployment
and prlvatizatlon actIvltles warrant

A SIgnIfIcant aspect of PMU and technIcal asslstance actlvitles
WIll be the facI]ltatlon of a process of proJect Implementatlon
WhICh responds to the varlous, often contradlctory, prioritles
and concerns of government, management, labor, employees, new
lnvestors, etc Partlclpatlon of these stakeholders In ongolng
plannIng and lmpiementation of CFM reorganIzatIon, retrenchment,
and redeplOYment WIll Increase the lIkelIhood that the
fleXlb'llty bUIlt Into the proJect WIll be employed In the
Intere~t of responSIve ImplementatIon

The PMU WIll oversee and admInIster fInanCIal flows In support of
redeployment aSSIstance The payment of severance to retrenched
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workers wIll be monItored by PMU personnel The PMU may
recommend proJect support to specIfIc programs fInanced by other
donor programs, such as that for the People's the Development
Bank (BPD), for the support of a guarantee fund as well as for
the establIshment of targeted rollIng funds for small enterprIse
fInance, and for prIvatIzatIon of redeployed CFM functIonal unIts
as approprIate

The proJect and the PMU WIll aVOId the creatIon of new programs,
but WIll rather use proJect resources througt eXIstIng channels
to meet the needs of Its target group TraInIng of retrenched
workers, ~echnlcal aSSIstance In preparatlon of busInes9 plans
a. j loan applIcatIons for mIcro-enterprIses, ve~tIng anJ approval
of loans, delIvery of agrIcultural aSSIstance, managF ~ent

traInIng etc WIll be lrnpleruerted by eXIstIng programs s~ch as
DIFAP, IDIL/FFPI and r?E The PMU WIll contract WIth them for
the prOVIsIon of spec flC serVIces ~o retrenched CFM workers, It
may consIder assl~tance to Increase the capaCIty cf these local
traInIng and technIcal aSSIstance InstItutIons to mee: the nteds
of ex-CFM personnel

The PMU WIll also aSSIst the government In negotIatIons wich
prIvate sector Investors regardIng the terms of theIr purchases
and leases of ex-CFM faCIlItIes ProJect personnel WIll closely
monItor the actIVItIes of Investors, JOInt venture partners,
etc, to ensure that the eqUIty stakes of ex-raIlway personnel
are protected, that commItments regardIng employment by new
enterprIses of ex-CFM staff are kept, and that proJect-funded
aSSIstance IS employed In the long-term Interest of retrenched
workers

At the level of the prOVInces, CoordInatIng CommISSIons WIll be
establIshed on a SImIlar baSIS to faCIlItate cross-sectoral
collaboratIon In employment promotlo~ and redeployment of capItal
assets Local coordInatIng commISSIons WIll Include prOVInCIal
and dIstrIct local government and grassroots organIzatIons as
well as the mInIsterIal and ~ectoral representatIves descrIbed
above

3 2 ImplementatIon Workplan

ThIS proJect componElt WIll be Implemented over a four year
perIod, WIth the TA team In ~J~ambique for three years, dIVIded
Into the start-up perIod followed by two maJor phases, the
preparatIon and testIng over an 19-month perIod of a detaIled
plan for the reductIon of staff and as~ets, followed by ItS
ImplementatIon over a SImIlar perIod The proJect start-up to
last about SIX months, WIll focus on the establIshment of the
P~j, development of gUldlng polICIes and ImplementatIon
strateg~~s, and fIeldIng of long-term adVIsors DetaIled studIes
and analyses begun durIng thIS phase WIll prOVIde the bases for
CFM's downSIZIng and reorganIzatIon, ass_stance to retrenched
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workers, and proJect actlvltles ln areas aftected by Ilne
closures whlcn wlil follow Extenslve consultatlon among
stakeholders and pollcy-makers, as well as dlalogue among
coordlnatlng lnstltutlons, wIll gUlde the decIsIon-makIng WhlCh
wlil be based on analytIcal studles

Phase I, to last about 12 months, wIll focus on personnel
retrenchment and support for ex-CFM workers to productIvely re
enter the workforce DurIng Phase I, a detaIled program wlil be
prepared for the redeployment of excess CFM st~ff AggressIve
early retIrement, IncentIve packages for voluntary departure, and
selectIve dIscretIonary retrenchment wIll be employed to
eliffilnate the least skIlled and least productIve members of the
CFM lorkforce Durlng thIS phase, the extent and nature of
traInIng programs, credIt programs, and asset/wo-ker spIn-offs
wIll be deflned

The fIrst phase wIll prepare a detalled program for actual
downsIzIng based on detaIled analyses of staffIng requIrements
for each functior and of ~he personnel currently employed by CFM
The programs may be tested on some workers on a voluntary baSIS

Phase II, roughly from mId-1994 to the end of 1995, of proJect
ImplementatIon WIll feeus on sheddIng excess functIons and
facilltles from CFM, In order to focus ItS structure and
management on fInanCIally VIable port and raIlway operatIons
Based on feasIbIlIty studIes, plans wIll be de eloped and
Implemented for t-e spInnIng off, 1 e prIvatIzatIon to ~orkers

and/or other Investors of auxIlIary functIons Into the prI~ate

sector These spIn-offs may produce some fIrms contractIng
wholly or mostly to prOVIde serVIces to CFM They wIll also
produce new enterprIses WhIch are engaged In productIon and
serVIce delIvery for other ~arkets, prIvate and publIC, Internal
and export, as approprIate and feaSIble

ThIS second, sheddIng phase WIll also Include the closure of CFM
short lInes These short lInes may be c'osed down, alter] atively
they may be prIvatIzed or spun-off In theIr own rIght( as JOInt
ventures or autonomous enterprIses operatIng ln the pr4vate
sector

DurIng Phase II, the PMU WIll prOVIde technIcal aSSIstance for
such converSIons and prIvatIzatIon, support fer the redeployment
of retrenched personnel, and for the converSIon of unused capItal
assets for alternatIve publIC or prIvate use The prIvatIzatIon
of aUXIlIary functIons can be expected to further reduce the CFM
workforce by between 500 and 1,500 people over the LOP

3 3 Procurement Plan

ThIS component, to begIn In September, 1992, WIll Include
four maJor procurement elements (a) a dIrect A I D technlcal
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&SSlstance contract, (b) mlnor reconstructlon of facl11tles, (c)
the payment of severance pay, (d) enhancement of other donor
pro~rams ln order to make such programs avallable to departlng
CFM employees

The technlcal assIstance contract wlll follow A I D Handbook 14
competltlve procedures under the directIon of the Regl0nal
Contractlng OffIcer based ln SwazIland USAlD/Mozamblque wlll
prepare a PlaiT InstructIng the RCa to advertIze the requlrement
Interested companles wlll attend a pre-bld conference In Maputo
and submIt RFPs to the RCO A USAID/Mozamblque technIcal reVIew
panel wIll rank 'he technIcal proposals, and the RCa WIll
negotIate Wlth t ose ln the competItIve range The conLract wIll
contaIn performa rlce lndicators specIfyIng that the contractor
wIll Identlfy wor ers to be shed by CFM, prepare severapce
packages, and ass~st CFM to ensure that rl I D funds for
severance are properly dIsbursed The flrm, or JOInt venture of
flrms, selected wlll be requlred to hcve experlence ln workforce
reductIon, assets valuatIon and dIves Iture, busIness
development, and credIt schemes At least 10 percent of the
total technIcal asslstance amount wlll be subcontracted to
dlsadvantaged enterprlses

Mlnor reconstructlon of faCIlItIes wIll Include facellfts for
eXIstlng bUIldlngs and repaIrs to some maChInery, preparatory to
spInnlng off Whlle the total value of these small proJects wIll
not exceed $l,OOO,C~O, and no SIngle proJect wlll be over
$100,000, USAlD wl11 consult the RCa and determIne whether a
contract WIth an A&E fIrm IS adVIsable

Payment of severance pay IS the maJor cost element of the
proJect l WIth at least $10,000 / 000, and possIbly morel to be used
to pay workers' severance paYI through local cost fInancIng
ProJect funds w~ll not be used to pay penslons, annuiLIes,
retIrement payor adJusted serVIce compensatIon for any person
heretofore or hereafter serVIng In the armed forces The
contractor, In consultatIon WIth the USAlD Controller, WIll
develop a dIsbursement mechanIsm for these funds that meets
A I D accountabIlIty reqUIrements and IS approved by the GRM and
USAID

WIth one exceptIon, the crn,@odity transactIons planT d for thIS
component are estImated at under $25,000 For these, USAID
proJect manage~ent staff may arrange dlrect procurement by the
USAlD ExecutIve Offlce through purchase orders or other ~ I D
dIrect contracts, or, If the commodItIes are for CFM, pr,)curement
may take place follOWIng small value host country procurement
rules USAID may also request the aSSIstance of the A I D IW
corrrnodities offIce for procurement actIons that pose sourCIng or
speCIfIcatIon dIffIcultIes to CFM FInally, shelf Items needed
by the technIcal aSSIstance team WIll be purchased dIrectly by
them
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Support to other donor programs WhIle USAID wIll under no
CIrcumstances develop Independent employment generatIon, credIt,
or traInIng programs under thIS proJect, It IS expected that the
technIcal assIstance team WIll forge lInkages wIth eXIstIng
programs In order to ensure access by departIng CFM employees
In some cases, thIS may be furthered by an InJectIon of A I 0
funds Into such programs FollowIng Handoook 13 rules regardIng
Grants to PublIC InternatIonal OrganIzatIons, USAID may provIde
gra~ts to organlzat1ons such aE UNDP, UNIDO, or the World Bank to
aC~leve thIS

PrIor to c0mm1~t~ng funds frr reconstruct1on, or 1n support of
Ither donor programs, or ev ~ for severance pay, the MISSIon III
~nsur~ that the fundIng and _"ther ass1btance allocated IS
sufflC1ent to ach1eve the purposes of fund~ng w1th1n the lIfe of
the proJect, and that cost est1mates for such actIvItIes are
reasonable, reasonably fIrm and supported by approprIate analysIs
and plannIng

DFA Procurement Plan

SInce th1S proJect 1S DFA- unded, Code 935 1S the authorIzed
procurement code Therefore, no source/orIgIn/natIonalIty
waIvers WIll be requIred However, as requIred by DOA 551,
SectIon 5F, and the DFA Procurement POlICY RecommendatIons and
AfrIca Bureau InstructIons dated AprIl 4, 1988 (88 S~ate 105351),
the followIng procurement lImItatIons apply to the proJect

WIth respect to aIr transportatIon and travel, all such travel
and transportatIon fInanced by A I D to and from the UnIted
States WIll be lImIted to U S flag carrIers, subJect to
documented exceptIons, WhIch WIll be made sparIngly Because
U S aIr (arrlers currently do not fly Into southern AfrIca, non
U S carr1ers WIll be us >d for thIS leg of proJect-fInanced aIr
travel and transportatIon

WIth respect to ocean shIppIng, the Cargo Preference Act rules
apply and at least 50% of the gross tonnage of all A I D 
fInanced commodItIes shIpped on ocean vessels WIll be shIpped on
U S flag commercIal vessels If such are a,allable at faIr and
reasonable rates

WIth respect to motor vehIcles, US-manufactured vehIcles cannot
meet the needs of the proJect, because of requIred specIflcatlcns
(rIgnt-hand drIve vehIcles are requIred 1n MozambIque) and spale
parts and ma1ntenance are not avaIlable for the only U S vehIcle
ffianLfactured 1n a rlght-ha~d drIve model If th1S sltuat10n
should change, USAID WIll purchase U S vehIcles under thIS
proJect
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Partlclpant tralnlng fInanced under the 9rant wlll be In
accordance w1th Handbook .0, though thlrd country partlc1pant
traln1ng 1n Code 899 countr1es may be f1nanced w1thout the
speclal approval of the DIrector, R&D/OIT

Long-term overseas tra1n1ng and long-term techn1cal aSSIstance
wlll generally be US-based

Flnally, the procurement plan calls for U S procurewent of goods
and serVIces to the maXImum practIcable extent

The technIcal aSSIstance contrac~or ~lll be requ1red to maIntaIn
records, ava lable to A I D , regardIng the suurce and (elg1n of
commodItIes procured by the contractor uncer the A I D contract

A brlef summary of thlS DFA procurement pI , wIll be cabled to
AFR/SA; and a copy of the cargo shIpp1ng p~~n sent to
MS/OP/TRANS Trese wIll be updated 1f slgn_flcant changes occur
durIng proJect lmpiernentatlon

The followlng 18 a chart shOWIng source/orlg1n/natlonal1ty and
est1mated values, 1n per~entages and dollar amounts, of
commodItIes, serVIces and traIn1ng to be fInanced under the
proJect

Procurement ResponSIble EstImated % of LOP Probable
Instrument Agent LOP Amount Total Source

D1rect TA RCO 6,150 28% 000

Contracts 882 4% 656

Grants to RCO/Mlsslon 4,260 19% 899

PVOs/PIOs

Severance GRM/MIsslon 10,550 47% 656

PaymeTlts

Commodlt1es M1ss1on/RCO 420 2% 935
~ =.l "- - - :J'~..a# w_ +t~ E@:'"""- .....~ ~ .......,

TOTALS 22,262 100%

3 4 Aud1t, Mon1torIng and Evaluat10n Plan

The staff and asset redeployment ccmponent of RRSS w1Il be
Included 1n the overall proJect evaluat10n plan, WhICh 1S

6Excludes cont1ngency

Source select10n - see FAR 3 104
InformatIon

Do not d1sclose senSItIve cost
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descrlbed ln detall ln the orlglnal proJect paper All
evaluatlons of the RRSS proJect, lncludlng the Malawl and
Swazlland components, are belng undertaken by a sIngle
contractor. In addlt10n to those lssues relatlng to other
components and spec1f1ed 1n the or1g1nal proJect paper, flrst
amendment, and contract for the evaluat10n servlces, the mld-term
(end 1994) and flnal (1996) evaluatlons wlll examlne the extent
to Wh1Ch the CFM 1S be1ng reduced to a manageable, potentlally
profltable, Slze It wlil also examlne the success of the
project ln ass1st1ng former CFM employees 1n f1nd1ng new
employment

Annual audlts w1Il be undertaken of the GRM agency responslble
for the d1slursement of A I D funds for severance

3 5 Condltlons and ~oven3nts

Funds authorlzed for ChlS cuuponent are subJect to the folloWIng
addItlonal condltlons and covenants

Condltlon Precedent to D1sbursement for Technlcal
Ass1stance PrIor to any dlsbursement under the Grant for
labor and asset redeployment techn1cal assIstance, except
for technlcal asslstance to USAID/Mozamblque and CFM for
project management, and prIor to the lssuance of any
commltment documents for such actlvltles, except as A I D
may otherWIse agree In wrItlng, the Grantee shall furnIsh
eVIdence that the Government has sIgned an Agreement wIth
the InternatIonal Bank for ReconstructIon and Development,
In form and substance sat1sfactory to A I D , for the Maputo
Corr1dor RevItal1zat1on ProJect

Condltlon Precedent to D1sbursement for Severance Pay
Pr10r to any d1sbursement under the Grant for severance pay,
the Grantee shall furn1sh, ln form and substance
sat1sfactory tc A I D , evIdence that the Grantee has begun
the Implementat10n of an Instltut10nal restructurIng program
that, ln A I D 's opInIon, WIll make the Maputo CorrIdor
ra1l and port system profItable In the shortest reasonable
t1me frame In add1tlon, prIor to any d1sbursement for
severance pay, pursuant to Sectlon 7 2 or 7 3 of the
Agreement, A I D and the Grantee w1II aglee, through a
Project Implementatlon Letter, on the procedures to be
followed for acquIrlng and dIsbursIng local currency

Covenant The Grantee agrees to enact or promulgate all
legIslatIon or regulatIons, or amendments thereto, necessary
to Implement proJect actIVItIes, In partIcular, labor an1

Source selectIon - see FAR 3 104
1nformatlon

Do not dIsclose sensIt1ve cost
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asset redeployment, and to do so promptly to ensure project
actlvltles are not delayed pendlng such leglslatlve or
regulatory changes

Covenant The Grantee wlll ensure Lhat water, electrlclty,
sewerage, telephones, and access roads are provlded for the
houses constructed under the project

4 COST ESTIMATE AND Feh~NCIAL PL'~

4 I Project Costs

The followlng cost estlmate 1S for the ~ntlre project The
$25,JOO,OOO added under thl: component viII ~over the llne ltem
"Labor and P-ssets Redeploym€llt," a portlon of "ProJec.t
Management" and a portl.on of "Support to Senlor Management "

Project Expenditures, $000
-

To end CY CY Cis

CYl992 1993 1994 1995/96 Total

1 LocomotJ.ves

a TechnJ.cal AssJ.stance 2 500 1 200 600 4 300-
b Spare Parts DJ.ese1 CFM 4 800 750 750 6,300

c Spare Parts Steam 650 650

d Co,tract for Loco Rehab 3 000 3 000

e Contract for Component RebuJ.Id 1 250 750 2 000

f Workshop tools & equJ.pment 2 300 500 300 3 100

9 New or RebuJ.It LocomotJ.ves 10 000 10 000

h Maputo D~esel Shed ConstructJ.on 300 1 000 1 000 2 30ll

J. BeJ.ra Workshop ReconstructJ.on 350 350

SUBTOTAL 32 000

2 FJ.nancJ.a1 & Stores

a TechnJ.cal AssJ.stance 3 000 3 500 2 300 8 800

b Support or TA 600 50 50 700

c ~~~uto House Construction 2 650 2 650-- -
d .onstruction supervisor 85 45 130

i-----

SUBTOTAL 12 280

3 Labor & Assets Redeployment

a LT Techn~cal Assistance 1 250 1 250 1 250 3 750--
b ST Technical Ass1stance 600 900 900 2 400

c Management offJ.ce staff 250 250 250 750
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To end CY CY CYs

CYl992 1993 1994 1995/96 Total

d Office costs (support staff) 20 20 20 60

e Office Rental 24 24 24 72

f Equipment 250 10 10 270-
9 Veh~cles (10) 150 150

h Severance Pay 3,050 7,500 10,550

~ Redeployment costs & support 1 580 2,680 4 260- r-

~UBTOTAL -I 22,262
I

4 ProJect Management ---- -
a ProJect Coord~nator 530 145 150 160 ~85

b ProJect Mgr -- Redundancy 0 170 180 185 535
'-

c Ass't ProJect Coord~nator ( 2) 250 130 225 200 805

d Ofhce Equipment Costs 140 40 40 30 250

e Ofhce and secur~ty staff 150 53 55 58 316

f A~r Transport (charter) 30 20 20 20 90

9 Off~ce Rent Rehab/Ma~ntenance 115 35 35 35 220

h Commun~catlc " other 50 25 25 25 125

1 Pre-~mplementat~on Actlv~t~es 110 0 0 0 110

SUBTOTAL 3 436

5 Support to Sen~or Management

a Grant to IBRD 450 850 500 1 800

b U S LT TraJ.nJ.ng 45 45 90

c U S ST TraJ.nJ.ng 140 160 150 150 600

d Central OffJ.ce Reconstruct~on 250 250

SUBTOTAL 2 740

6 OperatJ.onal Improvements

a Short-term TA 140 270 50 460

b Long-term TA 350 300 JOO 950-
c CornrnodJ.ties 100 100

SUB EAL 1 510

7 CornrnodJ.tJ.es not J.ncluded above

a VehJ.cles (for TA and offJ.ce) 102 63 10 10 185

b Computers copier etc 100 40 40 1BO

Source selectlon
lnformatlon

see FAR 3 104 Dc not dlsclose sensltlve cost
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To end CY CY CYs

CY1992 ,993 1994 1995/96 Total
,

SUBTOTAL 365

B Alld~t and evalllat~on

a Evalllat~on (BN and Nathan) 100 50 100 50 300

b TechnJcal Overs~ght 45 30 30 30 135

c Alld~t 30 50 75 75 L 0---
SUBTOTAL 665

TOTAL 20 067 16 20 24 86 _ 3 707 L:>8-- -
Cont~nqency & Inflat~on 5 242

-
GR"NIJ TOTAL $80 500

-

4 2 Methods of Impl~illentatlon and FInancIng

4 2 1 Government of Mozamblque

ThIS proJect component requIres the actIve support of several
government entItles other than CFM, IncludIng the Mlnlstry of
Transport, the M1n1stry of Labor, the MIn1stry of Flnance, and
poss1bly, the CounCIl of M1nlsters Its maJor thrust 1S the
reductIon of CFM to a manageable SIze d1rected at prov1dIng baS1c
port and ra11 transport berV1ces To thIS end, CFM w1II take all
necessary legal and adm1n1strat1ve steps to make the shedd1ng of
assets and staff poss1ble phySIcal plant wIll be transferred to
other state agenc1es, sold to the pr1vate rector, or abandoned,
staff wIll be paId severance 1n accordance ~lth applIcable labor
law and w1II rece1ve aSSIstance 1n f1ndIng product1ve alternate
employment through other GRM programs Wh1le the proJect H1II
prov1de techn1cal aSSIstance to prepare deta1led plans, CFM's
act1ve support w1II be requlred ln order to proceed dIth thIS
component

In addItIon, the fInanCIng of thlS proJect component IS
condlt1onal on the successful ImplementatIon of the IBRD-flnanced
Maputo CorrIdor Rev1trJlzatlon Program

4 2 2 USAID

USAID/Mozamblque has prImary management responsIb1l1ty
for the entIre proJect on behalf of A I D Overall proJect

Source selectIon - see FAR 3 104
InformatIon

Do not dIsclose senSItIve cost
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USAID/Mozamb~quewIth the aSSIstance of the ProJect Cooru~nacor

In v~ew of the s~ze and complex~ty of the act~vItles proposed and
USAID's current and antlclpated capaclty to absorb addItIonal
lmplementatlon respons1b1lltles, a four-person (three U Sand
one th1rd country) PSC proJect management team w1ll be funded
under the proJect One member of thIS team, the ProJect Manager
for redundancy and redeployment, wlll be specIflcally respons1ble
for the day-to-day ma~agement of the labor and assets
redeployment component 1nclud1ng lnspectlons, mon1torIng of
Implementat10n progress, reV1ew of work plans, COMmOdIty
procurement, and the preparrtlon of varIOUS proJect reports In
addItIon l the two aS~1stant proJect coordInators, one deal1ns
w1th 1nternal A I D matters and the cther respons1ble for
lJalSOn WIth (FM, w1~1 C0ver the whole proJect The thLrd
country nat10nal (TCN) Ass1stant ProJect Coord1nator w1ll be a
c1v1l/mechanlcal e~glneer, wlth a deta1led understand1ng of the
work1ngs of CFM The U S ASs1stant ProJect Coord1nator wlll be
responslble for much of the procurement under the proJect, and
WIll be fam1llar w1th A I D procedures USAID/Mozamb1que staff
w1ll be aug~ented from t1me to t1me as needed by A I D staff
members and consultants based outs1de the country such as Legal
Adv1sors, Controllers, Aud1tors, and ProJect l Commod1ty, and
Program OffIcers

4 3 InstItutIonal Contractor

A contract w1th a U S f1rm w1ll be executed 1n early 1993 The
purpose of th~s contract 1S to reduce CFM staff to efflc1ent
levels, w1thout 1,creasIng the ranks of the unemployed any more
than 1S arsolutel} necessary, and to aSs1st CFM to manage the
payment of severance packages for to up to 12,000 CFM employees
The maIn tasks of the team, WhICh w1ll prov1de four long-term
personnel for three years each l w1ll be to 1) def1ne the workers
to be released from CFM, 2) 1dentIfy alternat1ve employment for
as many as poss1ble (Includ1ng credIt, tra1n1ng, and possIble CFM
faC1l1tIes that could be spun off), and 3) ass1st the GRM to
Implement the program of staff reductIon

The contract's performance l~d1cators, on wh~ch substant1al
target payments w1ll be based, WIll be stated 1n terms of worKers
removed from the CF~ roles, workers reemployed 1n other
productIve areas, and assets successfully spun off

5 TECHNICAL ANALYSES

5 1 RaIlroad Operatlons
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HIstorIcal Trends In Performance

CFM, organIzed Into three maJor reylonal dIrectorates CFM(N),
CFM(C) and CFM(S), has been exper1encIng contInuous decl1nes 1n
1tS freIght and passenger volumes In 1973, pr10r to
1ndependence, CFM carrIed 20 7 mIll10n tons, WhICh by 1991 had
been reduced to one-thIrd of Its pre-Independence traffIC level
By 1991, the traff1c had declIned to 2 18 mIllIon tons

The most d1smal performance In the raIlroad sector was prOVIded
by CFM(S), whose traffIC IS In a descerjlng spIral, from a 981
level of 5 46 mlll10n tons to a low of 1 39 mIlL10n tons 1n 1991
U less prompt act10n 1S taken to reverse these ~rends, CFM(S) may
r ) lo~ger be f1nanclally v1able

Wh1le the 1nsurgency 1n Mozamb1que has greatly contr1buted to the
rapId decrease In traff1c, It does not explaIn entLrely the
declIne The CFM raIlroads exh1bIt poor operat1ng perf~rmances

and compe~e w1th formIdable rIvals, s ,ch as the raIlroads of the
RepublIC of South Afr1ca The loss a.d damage and p1lferage on
freIght shIpments through the CFM raIlroads 1S three to fIve
tImes larger than In shIpments through South AfrIca In
add1t1on, sh1pments through the CFM ports have to bear h1gh port
demurrage costs and 1nventory costs because of port stays of 18
days and up, Wh1Ch greatly Increase the d1strIbut1on costs of
sh1ppIng V1a Mozamb1que

512 Labor Redundancy and Excess Capac1ty

Only a small proport1o Y of t~e operat1ng capac1ty of the CFM
ra1lroads 1S currentl- In use Locomot1ve utIl1zatIon rates,
except at CFM(C), are extremely low when contrasted to
ne1ghbor ng countr1es But the maJor excess car -C1ty factor
affect1ng f1nanc1al vIab1lIty 1S the redundancy 1n the ~FM labor
force

CFM exh1b1ts the largest labor force 1n sub-Saharan Afr1ca 1n
terms of ra1lroad worke-s per track kIlometer or workers per
ra1lroad traff1c un1t7 To analyze the degree of labor force
redundancy at CFM, the ra1lroad traff1c act1v1ty for 1991 and
proJect1ons for 1996 (or about three yearE after a poss1ble peace
prevaIls) and 2000 was used to estImate ~e labor force
requ1rements of CFM under four mannIng E andards, WhIch In
descend1ng order of productIvIty are

1- the best labor productIvIty-related staffIng standards
by occupatIonal category In sub-Saharan AfrIca,
exceptIng TransNamIb and Spoornet, the two most
productIve ra~lroads,

7TraffIc UnIts: Ton-KIlometers + Passenger KIlometers
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2- a hlgh standard of labor productlvlty corresponulng to
the second best stafflng standard for a varlet~ of
occupatl0nal categorles,

3- a med1um labor productlvlty standard, correspond1ng to
the medlan values of productlvlty by occupatlonal
category among the sub-Saharan AfrIca ra1lroads, and

4- the worst labor product1vlty standards ln the sub
Saharan Afrlcan reglon, exceptlng the CFM ra1lroads

Tte be5~ standard lS probably achlevable only under the naster
lease prlvatlzatlon optlon The hlgh productlv1ty standard may
be achlevable under the oth8r restructur1ng OptlO~S that CFM lS
conslder1ng Bvt ach1evlng che h1gh product1v1ty standard by
1996 lS gOlng to requ1re cc slderable lnvestments ln equ1pment
and technology and a maSS1ve retra1n1ng program to ra1se the
labor productlvlty of the CFM employees In order to maKe a
proflt by the year 2000, CFM must reach t~e h1gh productlvlty
standard by 1994/95 and proceed to an even hlgher standard
shortly thereafter If CFM lS unable to reach these performance
goals, then the ra1lroad w1ll not turn a proflt on operatlng
costs alone for at least a decade

Appllcatlon of the best labor productlvlty standard results 1n a
requlrement for 1,816 CFM workers ln 1991, 2,373 ln 1996 and
2,855 workers 1n 2000 correspond1ng f1gures for the hJgh
proa~ct1vlty standard are 3,467 CFM workers ln 1991, 5,132 In
1996 and 6,640 workers In 2000 Annex E presents more jetall on
the appl1catlon of the productlvlty standards to the C r labor
force

5 1 ~ Competltlon and Demand ProJecclons

The analysls of the total dlstrlbutlon costs of shlpplng Vla CFM
versus ltS ra1l competltors ln each corrldor revealed that, ln
splte of thelr hlgh loss and damage and pllferage costs, and
thelr long delays (18 days) at port, two CFM corrldors are able
to compete effectlvely for lnternatlJnal frelght trafflc CFM(N)
lS the least cost rallroad for servlng Malaw and CFM(C) lS the
least cost rallroad for servlng Zlwbabwe and ~amb1a H~wev€r,

~hat 1S not the case of CFM(S) WhlCh faces superlor compet1tlon
from the rallroads of South Pfrlca Whlle the rall tarlffs of
CFM(S) are lower than ltS competltors, because of ltS shorter
d1stances to port, the long delays at port and the loss and
damage and pllferage at both rallroad and ports overcome the
CFM's d1stance advantage, so that CFM 1S the hlghest total
d1strlbutlon cost competltor for rall sh1pments from Swazlland
and South Afrtca However, 1f port delays at Maputo ~ould be
reduced to 7-11 days and loss a~d damage ard pllferage are
controlled through a systernatlc cargo securlty program at both
ports and rallroad, then CFM(S) would emerge as the least cost
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raIl competItor In Its hInterland and recover the traffl_ lost In
competItIon to South AfrIca

The year 2000 traffIc proJectIons for the CFM raIlroads are
estImated as 792 thQusand tons for CFM(N), 2,957 thousand tons
for CFM(C) and 4,904 thousand tons for CFM(S) The proJectIons
for the fIrst two raIlroads are lower than the proJectIons
developed In other studIes The CFM(S) traffIc pToJectlo r IS
wIthIn the range of proJectIons developed by other studIeE The
proJect1ons developed 1n th1S study assume that a cargo s~~url:Y

program w1ll be started Jy the CFM(S) ra,lroad and by the port of
Maputo In addItIon, 1t 1S assumed that port delays at Maputo
wIll be decreased from the currer 18 days average to competItIve
levels (7-11 days)

514 CrM's F1nanCIal VIabIlIty

The analys s of fInanCIal vIab1ll~y presented IP Annex E shows
the precar~ous flnanClal posItIon of the CFM raIlroads By 1996,
CFM wIll need to shed 7,396 workers to avo1d cash flow losses
But by year 2000, ItS f1nanClal posItIon WIll change through cost
conta1nment and reduct10ns 1n work force, so that ItS cash flow
pOSItIon W1ll reverse to pos1t1ve CFM(S) WIll need a larger
proport1onal staff reduct10n of at least 4,086 workers to avo1d a
ser10US cash flow def1c1t by 1996, but also by 2000 1t should be
enJOYIng a pos1t1ve cash flow, through a combInatIon of manpower
reductIons and cost conta1nment

515 Other Ra1l Operat1on ConSIderatIons

In add1tIon to the manpower reductIon program, several other
Important operatIonal Improvements should be conSIdered to
Impr~ve the competIt1ve pos1tIon of CfM The most Important 1S
the cargo secur1ty program Wh1Ch 1S urgent The cargo securIty
systems should 1nclude both ra1l and port faC1lIt1es and
operatIons Attempts to run express and un1t/block traIns ITl
CFM(S) should be encouraged and track Investments finarced
through doners Rehabll~tatlon of the freIght car flee IS In
order, brIngIng Into the fleet more modern car deElgn a 'd
technology to serve speCIalIzed cargo, such as sugar Port
1nvestments WIll have to be coordInated WIth the IntroductIon of
new freIght car technology to Insure compatIbIlIty

5 2 CFM CapItal Assets

Rellab~_lty of Data There has never been a relIable fInanCIal
accountIng of CFM phySIcal assets, nor even a detaIled lIstIng of
those assets In 1991 ACL Aud t, a French affIlIate of Coopers &
Lybrand InternatIonal, submItted to CFM theIr report developIng a
balance sheet as of January 1, 1989, for the purpose of
establ1shing a startIng balolce for the Installat10n of a new
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account~ng system wIth 0SAID aSsIstance ACL ,~d not conduct any
Inventory of CFM physIcal assets, nor were theIr f11ures based on
any such prevIous Inventory ACL's ~resentatlon stated clearly
that theIr consolIdated balances for each CFM DIrectolate were
based solely on eXIstIng balances used by CFM, and were arrIved
at by addIng and subtractIng new capItal acquIsItIons, debts and
other payments that could relIably be IdentIfIed ACL further
pOInted out that although serIOUS doubts persIsted as to the
relIabIlIty of tneIr fIgures, they were the rest that could be
obtaJned under the cIrcumstances

The varIOUS por' restructurIng proJects that have taken place
wIth donor assIstance have enabled CFM ~o de elop a more or less
re~larle lIstIng of port equIpment SImIlar}, the donor-fu~ded

raIl proJectE have resulted In faIrl~ accurat~ lIstIngs of
tract~ve and rollIng stock Even In these cases, however, no
relIable assessment of the value of these assets has eJer been
performed

Methods of AssessIng Value As to other physIcal assets, such as
land, bUIldIngs, workshop machInery, and housIng, even the
vaguest physIcal Inventory IS Lnavallable LOUIS Berger,
currently developIng the CFM accountIng system WIth USAID
fundIng, has estImated that It Jould requIre at least 40 person
months to conduct a rough phySI al Inventory of CFM assets The
valuatIon of these assets, assumIng a value could be determIned,
would take even longer

Further dIffIcultIes In determInIng values result from
ambIguItIes In eXIstIng property law, the relatIvely
underdeveloped state of any prcperty market In MozambIque, and
the likellhooi that only a few potentIal buyers could be found
for any property to be sold If, for example, a chartered
surveyor were to ~a]~e CFM's workshop machInery, there IS no
guarantee that the machInery could be sold for that amount, nor
that such a sale, If possIble, would represent the best possIble
use of the machInery, gIven the need to employ the workers
currently operatIng those machInes

The ACL report showed the total con~olidated assets of CFM at
$135 mIllIon, of WhICh bUIldIngs represent $34 mIllIon, equIpment
$16 mIllIon, land $357 thousand, current Investments $18 mIllIon,
and other fIxed assets about $1 mIllIon These are purely
notIonal values, based on deprecIated book value of assets, many
of WhICh were acquIred several decades ago The only relIable
way, In fact, to establIsh any real value onc a phySIcal
Inventory has been conducted, WIll be In nego~latlons WIth
potentIal buyers, and the value WIll be based on the potentIal
returns from prIvate commercIal use rather than on purchase cost

Also, gIven that CFM's anc the GRM's prIncIpal obJectIve In
dIspOSIng of these assets IS to ensure productIve employment of
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redundant CFM workers, negot1atlons for the1r sale are certa1n to
1nclude provls1ons for cont1nued employment of a certa1n
percentage of the workers currently employed, as well as
undertak1ngs by the purchaser to 1nvest the amounts requ1re to
convert them to product1ve commerc1al use It 1S the~efore

llkely that many CFM assets, 1f sold subJect to t~ese prov1s1ons,
w111 be sold for nom1nal amounts 1f not transferred v1rtually
grat1s

Impilcatlons for ProJect DeSIgn WhIle 1t 1S beyond the scope of
th1S proJect amendment to co~duct a comprehenS1\e phys1cal
lnventory and valuatlon of (~M assets, a necessary part of
developIng alternatIve redeL ,oyment schemes for ~x(~ss workers
and assets w1ll be to develGp p£oJect prospectuf;s for potent1al
prlvate 1nvestGrs These prospectuses w1ll naturally 1nclude a
llst1ng of the assets to be transferred, deterr1natlon of
add1t1onal 1nvestment requ1red, and a prcposed pr1ce to the
1nvestor of acqu1r1ng the assets 1nvolved

The proJect amendment 1ncludes 40 person-months per year over a
four-year per10d to study 1nvestment poss1b1l1tIes and to prepare
1nvestment prospectuses It 1S llkely that some 25 percent of
th1S effort w1ll 1nvolve phys1cal asset 1nventory and valuat10n,
at an estImated cost of $150 thousand per year

HousIng PrIvat1zat1on In add1t1on to ItS productIve assets, CFM
owns a large number of houses occupIed by CFM employees Any
prov1s1on for prIvatIzatIon of CFM hOUSIng stock through transfer
or sale to CFM workers wIll Involve, at a mIn1mum, 1dentIf1cat1on
of the houses currently belongIng to CFM together w1th the
workers now 1n occupat1on, and development of a pr1c1ng and
f1nanc1ng scheme based on both market value aDd the ab1lIty of
the houses' occupants to pay for them

Some 60 percent of CFM's pelmanent employees at or above salary
grade 7, llve In CFM hous1ng, mean1ng that CF~ owns between 3,000
and 4,000 hous1ng unIts Hous1ng 1S one of the maJor employment
benef1ts offered by CFM The average ~nnual c mpensatlon of CFM
workers In these grades 1S about $1,OC), WhlCt 1ncludes dIrect
salary of $700, fr1nge benef1ts, and overheads Of thIS total
amount, however, an est1mated 20 percent, or $200, 1S the 1mputed
value of the hous1ng prov1ded In addIt1on, the market rental of
comparable state-owned hOUSIng (excludIng any key money pa1d) 1S
about $25 per year, 1ndIcat1ng an average value per CFM house of
about $2200 CFM's hous1ng stock 1S therefore worth somewhere
between $6 6 m1ll1on and $9 m1llIon The port1on of th1S amount
that CFM can actually realIze through sale of the houses to the1r
occupants WIll depend on the programs developed for dlvest1ture
of hOUSIng The proJect WIll analyze the varIOUS hOUSIng
prIvatIzat10n opt1ons In detaIl, takIng account of both CFM's
Interest In recoupIng thIS value as qUlckly as possIble, and the
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soc1al 1ssues lnvolved 1n trylng to ensure that as many current
and former CFM workere as posslble are able to buy theIr homes

Land CFM occuples extensIve land holdlngs not only along the
r1ghts of way but In core urban areas where the demand for land
1S h1gh WhIle MozambIcan law vIrtually prohIbIts the sale of
land, there are many possIble ~rrangements under WhICh land could
be developed and used by the prIvate sector As an example, CFM
owns nearly 500 hectares of unused land ln Maputo Port, for WhICh
a WIde range of Industr1al uses could be found VarIOUS optIons
for development of thl~ land eXlst, IncludIng the establIshment
by CFM of a separate land development company, and lease,
conC2SS1on or management contractIng t ) a prIvate operator who
would provIde baSIC InfrastrL ture (rc3ds, water, electrlc ' ty,
sewerage) and construct lndu£ _rIal bUIldIngs WhlCh couLd then be
rented, or developed on a turnkey baSIS for CFM, generat1ng a
slgnlflcant return to CFM For example, the cost to develop a
10-hectare IndustrIal par~, contaInIng 20 to 30
warehouse/factory bUIld~ngs would cost about $8 mIllIon, tt ~

exact amount dependIng on SItE serVICIng requ1rements and
bU1ld1ng SIze and deSIgn Rental of these bUIldIngs could brIng
some $150,000 In monthly revenues, generatIng an annual real
return of some 9 5 percent and contrIbutIng to IndustrIal
development In the country (See Annex H, FIgure 1)

5 3 Investment POSSIbIlItIes

531

A

POSSIbIlIty of PrIvate Operatlon of CFM
Actlvltles and HoldIngs

Forms of PrIvatIzatIon

Several dIfferent types of prIvate operatIon of CFM actIVItIes
are pOSSIble, dlstlnguIshed argely by the degree to WhICh they
are essentIal to CFM's core raIlway operatIons Each of the
prInCIpal actIVItIes IS dIscusEed In turn

PrIvatI7atIon of EssentIal RaIlway OperatIons Apart from the
core traffIC operatIons, CFM perrorms many actIVItIes, lnrludlng
tractIve and rollIng stock maIntenance and maIntenance of way,
that are essentIal to contInued raIl operatIons To the extent
that any such operatIons are turned over to cornmerclal1y
orIented, prlvate management, theY WIll take WIth ther workers
that do not form part of the CFM ~abor surplus, as well as some
that do

For example, CFM currently employs 3,130 workshop engIneers and
technICIans ThIS number Includes entIre workshop areas, such as
carpentry, that CFM does not ~eed, theIr maIn functIon beIng to
maIntaIn and bUIld furnIture for CFM houses and offlces Other
serVIces, such as locomotl\e and rollIng stock repaIr and
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ma1ntenance, w111 be requ1red by CFM, whethEr they are prov1ded
by CFM-owned operat10ns or pllvate contractors The h1gh
standard labor requ1rements 1nd1cate t~at only 748 of th1s number
are n eded fo~ CFM operat1ons If the workshops were to be
pr1va~1zed ent1rely, then th1s core number would cont1nue to be
employed under the pr1va~e management, as well as an est1mated
550 add1t1onal workers wLo would be requ1red by expans10n 1nto
non-CFM operat1ons

Wh1le 1t IS unlIkely that the entIre Norkshop faCIlItIes would be
prIvatIzed, certaIn components, whIlE essentIal to CFM, ilso l1ave
SignIfIcant C0mmercial potentIal as veIl, ~nd could be
prIvatIzed, leased, or opeyated under a malagement contract by a
prIvate company posseSSIng the abIlIty to develop commercIal
productIon and markets nne example mJght be the wagon repa1r
shop at BeIra, ~hlCh has some of the rr~chinery and technIcal
SkIlls reqUIred to manufacture corrugated steel roofIng,
contaIners, and other fabricatpd metal products for domest1c and
export markets Another such xamp18 mIght be the foundry, wh1ch
currently produces castIngs for steam locomot1ves, but WhICh
could also ~anufacture valves, pump parts, plumbIng f1tt1ngs,
manhole cov~rs, and many other products In each of these cases,
these operatIons could end up emplOyIng more people than they do
currently, as they develop the non-CFM SIde of the1r bus1ness

Pr1vat1zation could take s2veral forms, 1nclud1ng lease or
concess1on8 of fac111t1es by CFM to a prIvate operator and J01nt
ventures between CFM and a prIvate operator In each case, the
terms of the agreement w1l1 ensure that eXlst1ng CFM employees
are employed 1n the reorganIzed operatIons FInanCIal Incent1ves
prOVIded by the proJect WIll also ensure thIS, prOVIdIng, on
average, US$700 In Investment funds for each former CFM worker
8mployed, conSIstIng of the severance pay they are entItled to,
but WhICh WIll be used Instead for the purchase of employee
shares In the new enterprIse These funds, In addIt10n to
creat1ng commItment to and ownershIp In the new ventures on the
part of the employees, WIll also help ensure that the enterprIses
are ac~quately capItalIzed

These newly-prIvatIzed enterprIses WIll, In add1tIon, rece1ve
tra1nIng match1ng funds amountIng to som~ $500 per worker, w~lch

WIll be paId only up to the amount that the new employer pay' for
worker traInIng Sucp traInIng could Include classroom or
vocatIonal school traJnlng, as well as on-the-Job, employer
prOVIded traInIng or the cost of transport and lodgIng for

8 Portuguese and MozambIcan law dIstIngUIshes between a
lease and a conceSSIon, a conceSSlon retaInIng gJeater state
control than a lease To the extent pOSSIble, leaseholds of CFM
assets as the baSIS fOL the productIve enterprIses IS preferable,
but a formula based on conceSSIons can also prove feaSIble
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employees to do traInIng ~ternsh1ps at a parent company In
Mozamb1que or abroad

Pr1vatIzation of non-essentIal OperatIons FaC1lItIes and
operatIons such as carpentry shops have no place In CFM,
part1cularly as pr1vatIzat1on of CFM hous1ng stock 1S
contemplated Pr1vatized carpentry shops, wh1le competIng for
CFM bus1ness, w1Il develop other markets, both domestIC and
export If successful, employment In such faCIlItIes could
1ncrease substantially above current levels

B Pr1vatIzatIc~ Costs, BenefIts and lunalr~ Sources

A general rule 0 thumb for the de e~opment of labor-1ntens1ve
1ndustr1es 1n develop1ng countrIes s that 1nvestment of about
$2500 1n f1xed assets and work1ng cap1tal 1S requ1red for each
worker employe1 Wh1le th1S f1gure varies somewhat by 1ndustry
and level of automat1on, 1t 1S useful as a gUIde to the
approX1mate costs ~nvolved ThIS f1gure assumes that the
1nvestor 1S leas1ng factory space rather than construct1ng h1S
own factory bU1ldlng, 1n Wh1Ch case the cost 1S h1gher

It 1S probable that most CFM fac1l1t1es, 1f pr1vat1zed, would
requ1re some renovat1on of baS1C 1nfrastructure BU1ld1ngs,
power and water suppl1es, llght1ng, and off1ce space may all need
1mprovements and repa1rs, the cost of Wh1Ch 1S d1ff1cult to
calculate At the same t1me, however, CFM fac1l1t1es have a
great deal of usable eqUIpment, WhIch may reduce the prIvate
operators' requ1red Investment In plant and equ1pment

Employ1ng the estImated 550 CFM employees lIkely to be qual1fIed
for employment 1n a newly-pr1vat1zed compauy w1lI therefore
requ1re new cap1tal 1nvestment of about $1 4 ffi_Illon Of th1S
amount, the proJect w1lI contrIbute about $660,000 1n employees
share purchase In 11eu of severance, and 1n traInIng matchIng
funds

As a result of th1S asslstance, pr1vate operators of CFM
fac1l1t1es w1II be reql red to contr1bu~e a m1nImum of 25 percent
of the total 1nvestment requIred, an amount suff1cIent to ensure
the commItment of the new operator w~th0ut 1mposing too onerous a
f1nancial burden

Lease terms for use of CFM faCIlItIes WIll ~e negotIated, and
WIll depend on the SIze and qualIty of the faCIlIty to De leased,
the fInanCIal resources of the operator, and the number of people
to be employed WhIle CFM WIll seek to obtaln commercIal rents
where feaSIble, In certaIn cases It may acce~t slgnlflcantly
lower l.ates

Apart from the ObVIOUS benefIt thIS program WIll generate In the
form of Jobs for former CFM empl~yees, It WIll attract at least
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$600,000, and qU1te poss1b~i a slgnlflcantly h1gher a~ount 1n new
dIrect 1nvestment (See Annex H for an analysIs of the costs,
benef1ts and returns from the proJect)

532 Development of Industrial Parks

CFM 1S one of the largest land-owners in Mozambique, w1th nearly
500 hectares of unused space 1n the Port of Maputo alone
Poss1ble uses of th1S land include the developmen~ of 1ndustr1al
parks by CFM by 1) contracting W1th a prIvate land developer to
provide lnfrastructure and serVIces for industr1al plots or to
bUIld wa ehouses and factory shells for rent, 2) leaslng the
land to B pr vate developer who would serVIce, bUIld and lea~ef

or 3) fo~m1ng a J01nt venture WIth a private jeveloper to ca~ry

out sImIlar act1vIties

533 Implications of Divest1ture on Master
Lease Scenario

Divest1ture of CFM holdings w1lI affect the proposed master lease
of CFM(S) rail operat1ons only 1nsofar as qUEstions ~ay arise as
to what 1S to be 1ncluded in the master lease ~nd what will fall
outside the scope of that lease Under one possible scenario,
all "productive" CFM(S) railway assets will be leased, With the
lessee then poss1bly subleaSing certain port1ons of the
operations to other private companies ThiS need have no seriOUS
implications for the planned redeployment of assets or staff,
except to the extent that sublessees De required to make the same
undertakings With respect to employm&nt, traIning, compensatlon
and other issues as would be the case if CFM were to lease those
facil1ties directly

534 Market PotentIal of DIves~ed Operations

It is d1fficult to determ1ne the prec1se market potential of the
operat1ons dIvested A great deal w1ll d, pend on developments in
the pol1t1cal and economIC enVIronment 1n Mozamo1que
Consequently, the proJect1ons made for the performance of
d1vested enterpr1ses are modest, and assume only that they are
able to break even Modest development of export revenues 1S
proJected, and domest1c sales dre slmply expected to grow
suff1c1ently to replace lost CFM revenues (calculated on t~e

bas1s of i1rect labor and allocated overhead)

The l1kely scenarIO, he rever, 1S that these enterpr1ses w1ll
perform much better thai proJected For even one or two of them
to penetrate export markets could mean substant1al revenues and
the potent1al for employment of add1tIonai staff Many of the
operatIons lIkely to be orIented more towards domest1c ~arkets

can produce an extremely WIde range of baSIC products (bu1ld1ng
mater1als and furn1ture, for example) for whIch local demand 1S
h1gh gIven that these enterprIses w1ll have modest capItal
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requ~rements, and w~ll receIve tra~nIng, management an1 fInanCIal
support, they should be able to produce products of a ~Jallty and
at a prIce that wIll ensure theIr survIval

MozambIque has several advantages that could translate Into
sIgnIfIcant export market penetratIon These Include 1)
membershIp of the Lome Conventlon-ACP countrIes, grantIng It
duty-free status or preferentIal tarIffs, and quota-free access
for ~ts exports to the EEC, 2) membershIp In the PreferentIal
Trade Area (PTA) ani SADCC, grantIng It preferentIal access to
several SoutLern AfrIcan countrIes, 3) a coastal locatIon, gIvIng
It an advantage In competIng WIth _andlocked countrles for WhICh
Inland transport IS a sIgnIfIcant lonstraInt, and n) chear~r

labor than most other AfrIcan counerles, renderIng It competItIve
even WIth low-cost ASIan countrIes such as SrI Lanka, Bangladesh,
Burma and VIetnam

Btcause of ItS prIvIleged posItIon WIth respect to the EEC, it IS
expected that most export development efforts wIll be targ0Led at
European countrIes

535 CapItal RequIrements of DIvested
OperatIons

As It IS dIffIcult to estImate the market potentIal of the
operatIons wIthout conductIng a full market study, so It IS hard
to quantIfy the capItal requIrements Based on a very rough rule
of thumb that labor-IntensIve manufacturIng or processIng
operatIons In developIng countrIes are lIkely to requIre
approxImately $2,500 In capIta~ Investment In fIxed assets and
workIng capItal per employee, then on the basIs of an estl~ated

550 people to be employed In the dIvested operatIon the tcsal
capItal requIre~ent IS about $1 4 mIllIon Of thIS, the new
operators wIll be expected to contrIbute at least 25 percent, or
$350,000, the severance pay and traIn 1 ng matchIng funds wIll
contrIbute $660,000, or 47 percent, and the remaInder, $390,000
or 28 percent, may come through grants to other donors for sma~l

busIness credIts or other assIstance In addItIon, short-term
technIcal assIstance WIll be provIded by the proJect to conduct
feasIbIlIty and market studIes, and to provIde management,
productIon, marketIng and fInanCIal management advIce to the new
enterprIses

536 ImplIcatIons for ProJect Design

As d~scussed In detaIl In Annex G, the dIvested CFM ra~lway

operatIons are expected to generate employment for some 550
people, most of them skIlled or semI-skIlled ~o the extent
possIble these enterprIses wIll seek to develop export and
domestiC markets, and to generate emnloyment opportunItIes for
greater numbers than InItIally planned
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5 4 SocIal Soundness

541 IntroductIon

The actIvItIes proposed under the RRSS ProJect Amendment focusing
on workforce retrenchment and redeployment of capItal assets have
sIgnIfIcant socIal and polItIcal ImplIcatIons By drastIcally
cuttIng th~ number of workers employed by one of Mozambique's
largest employers, proJect-supported sector reform activItIes
wIll not only cause hardshIp for the famIlIes of retrenched
worker- Lut may also exacerbate more general SOClo-economlC
tensIons resultIng flom widespread, chionically low purclasing
power and unemployme: By elImInatIng domestIc raIl IIDeE In up
to thr£e MozambIcan provInces, Important transport lInks to rlral
areas wIll be lost Loss of transport acc~ss and of
traditIo ally important infrastructure can be expected, at ~2ast

IPltlall , to cause contractIon of already fragile rural-reglonel
economIes

In order to mitigate some of these =Jcial and economiC hardships,
a sIzable proportion of proJect res~urces WIll be expended on
actIvItIes to assIst retrenched workers to renter the workforce,
to make productIve use of redeployed CFM capital assets, and to
support the development of alternatIve transport arrangements In
areas where lIne closures are to take place

542 Background

The polIcIes WhICh the proJect's actIvIties reflect are a
response to the changing condItIons of transport In Southern
AfrIca and to the changIng role of the state In MozambIque's
domestIc economy In orde to understa~d the socIal and
polItIcal conseque1ces of dramatIc chaIges In CFM staffIng and
organIzatIon, some background on the role of MozambIcan raIlways
In the wIder sOcIety and economy IS essentIal

CFM has been one of the largest and most promInent employIng
organIzations In Mozambique for almost one hundred years It
played a promInent role In the economiC and socIal history 0- the
country and In the southern AfrIca region, at present I~S

Importance as a symbol IS at least as notable as ItS role as an
employer CFM, and Its promInently placed CIViC facIlItIes such
as socIal clubs and stadIums, are consIdered a part of the
patrlffionla naclonal, they are central to public lIfe In most
Mo~ambican cIties Thus raIlway reform In MozambIque has not
only Instrumental but polItIcal-cultural ImplIcatIons

Changes In the role of CFM reflect broader changes In the economy
of Mozambique and of the regIon Since at least the 1960's, road
transport has been competIng WIth r~ll for Internal traffiC In
many areas, regIonal development In the 70's reflected the
expanSIon of MozambIque's road system and so dramatIcally
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Increased IntegratIon of areas beyond the raIlway's Influence
Into the natIonal economy The domestIc transport role of CFM
has decreased In many regIons as the road network has expanded

WhIle the SADCC transport strategy of dIversIfIcatIon away from
dependence on South AfrIcan ports made MozambIcan raIl lInks
polItIcally Important durIng the 1980's, reglolal developments
are dImInIshIng the reluctance of some shIppers to use South
AfrIcan faCIlItIes In addItIon, dIsruptIon of CFM traffIC by
RENAMO has reduced the relIabIlIty of all three InternatIonal
lInes, a SItuatIon WhIch remaIns serIOUS only on the Ressano
GarCIa and, to a much lesser extent, Nacala lInes FInally, the
constructIon of new port fac,;ltIes In RIchards Bay has
SIgnIfIcantly reduced South lfr~can relIance 01 Maputo and
Increased competItIon fJr re~ onal traffIC faced by the Maputo
Corrldor lInes

In addltlon to these changes In the demand for CFM's raIl
serVIces, far-reachIng pollcy change wIthln MozambIque has
drastIcally altered the InstItutIonal context In WhICh transport
IS to be supplIed The severe fIscal constraInt under WhICh the
GRM operates make the level of SubSIdIes WhICh CFM has requIred
In recent years unsustaInable CFM, because of Its promInence
and the scale of ItS losses, has become an ObVIOUS target for the
market-orIented reforms WhICh are a lInchpIn of MozambIque's
economIC lIberalIzatIon program

The reductIon of publIC SubSIdIes and the WIthdrawal of state
protectIon WIthIn the transport sector make CFM an IDcreaslngly
unvlable enterprIse The necessIty of retrenchment, of
reorganl:atlon, and of management and ownershIp restructurIng In
CFM are all a dIrect result of the change In the broader
polItIcal economy of MozambIque Structural adjustment and the
WIthdrawal of the state from domInatIon of the economy are the
forces WhICh drIve cutbacks In CFM The retrenchment of CFM
employees, the closure of unvIable CFM lInes and serVIces, and
the prospectIve prIvatIzatIon of CFM aUXIlIary funCLIO~S are
therefore the consequences of economIC lIberalIzatIon processes
WhICh transcend the speCIfICS of raIlway reform

Project actIVItIes wrlch faCIlItate the redeployment of workers
and capItal assets "l.lberated" by these retren hments, closures
and privatlzat.lOns are In fact efforts to amell rate the adverse
SOCIal effects of the organIzatIonal tranSItIons preCIpItated by
sectoral adJust~ent A large proportIon of project resources
WIll be employed for preCIsely thIS purpose, wh.lle the project
goal IS to Increase the VIabIlIty of the raIlway, ItS act.lVItles
In large part reflect the recognItIon that SIgnIfIcant hardshIp
for affected IndIVIduals flnd communItIes may be caused In purSUIt
of that effICIency goal
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Thus the prImary socIal aIm of proJect InterventIon IS the
reductIon In hardshIp caused by restructurIng and reform In CFM
ThIS obJectIve IS to be pursued by aSsIstIng ex-CFM w0rkers In
fIndIng alternatIve employment durIng the proJect perIod WhIle
It IS hoped that a SIgnIfIcant number of the workers leaVIng CFM
WIll ultImately fInd employment In actIvItIes where theIr
contrIbutIon IS more valuable, and so better rewarded, tha~ theIr
work for the raIlway, the fIrst order socIal goal IS to leaJe
retrenc~ed workers no worse off than they have been as underpaId
workers In an afflIcted and struggl;~g publIC enterprIse

T~e follOWIng sectIons ~Lll explore the soc1al co text ar
'0nsequences of large-scale workFr rAtrenclment, CFM
reorgan1zatlon and the pr1v Llzatlon of aUXIlIary serVIces, a d
the closure of CFM' s ,1omest1.C" short 11 '1es

543 Retrenchment of CFM Workers

The release of ~ver 10,000 state-enterprIse employees Into the
prIvate workforce IS unprecedented In Mozamclque At the same
tIme, retrenchment of CFM employees IS Just one part of a
WIdenIng process of state-IndustrIal sector reorganIzatIon,
prIvatIzatIon, and contractIon WhIch WIll undoubtedly result In
ongOIng retrenchments.

The ImpendIng entry of ex-CFM workers Into the Job market WIll
come at a tIme of IncreaSIng competIt1on In an extremely weak
labor demand settIng WhIle modest 0utput growth, espeCIally In
urban and export orIented enterprIse, has taken place In 1989-92,
most of thIS has been based on Increased utIl1zation of eXIst1ng
product1ve capacIty, leadIng to relatIvely lIttle growth In
employment The exceptIon to thIS pattern seems to be In
constructIon, whIle specIfIC data are not ~vallable thIS sector
appears to be one of the few, alongSIde urban serVIces and
commerce, WhICh are creatIng new Jobs

At the same tIme, ex-CFM workers WIll be faCIng competIt1on from
other newly unemployed groups The return of thousands of
MozambIcan mIners from SOJth AfrIca has contInued ~Ince the mId
1980's Thousands of "guest workers" from the former German
DemocratIC RepublIC have been repatrIated over the last two
years Recent reports 1ndicate that several thousand more
MozambIcans may be repatrIat=d from Cuba by the end of 1992

PotentIally dwarfIng all these entrIes Into the local labor
market ar~ the movements WhICh WIll accompany the end of the war
Tens of thousands of mIlItary personnel are expected to be
demobIlIzed as the Mozambican peace process accelerates Several
mIllIon deslocados and refugees WIll be on the move, seekIng a
retJrn to normal, productIve lIfe No one can predIct how many
of chese retornados WIll come to urban areas lookIng for formal
sect0r Jobs
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Each of these qroups has expectatIons of employment, many also
expect to be supported by donor-funded programs to aSSIst theIr
IntegratIon Into productIve prIvate lIfe Retrenchment and
redeployment of CFM workers, even WIth USAID proJect support,
WIll take place In a challengIng enVlronment--a slow-growth,
flooded, competItIve low-wage labor market

At the same tIme, the varIOUS roles WhICh CFM employment plays In
the lIves of Its employees must be consIdered The loss of
salary maf In fact be one of the leaqt SIgnIfIcant Impacts of
retrencrment on CFM workers and theIr households In the fl1st
place, non-salar' benefIts to CFM empl \yment are SIgnIfIcant
HousIng IS prOVl -d to hIgher level en~)~Jyees, famIly SIze
allowances, acce_ to preferentIal and SUbsIdIzed realth care,
transp rt and t~alnlng allowances, and socIal facIL~tles are
avaIlable to all What has been untIl now lIfetIme Job securIty
and access to a CIVIl serVIce penSIon are addItIonal rewards
assocIated WIth CFM employment These tangIble non-salary
benefIts may In many cases be more valuab 9 to workers than theIr
pay packet

In addItIon, the IntangIble value of CFM employment appears qUIte
Important to raIlway workers The long tradItIon of CFM's
centralIty In the development of MozambIque has hIstorIcally made
It a prestIgIOUS place to work Although thIS prestIge may have
eroded durIng recent years as CFM has faced well-known
operatIonal and fInanCIal problems, nevertheless, the sense of
IdentIfIcatIon WIth CFM's natIon-bUIldIng mISSIon IS eVIdent
among lonq-term personnel Many raIlway famIlIes go back several
generatIons, loss of employment WIll constItute a loss of
IdentIty for many workers Another IntangIble benefIt of CFM
employment may be the lInkIng of IndIVIduals and households to
the complex systems of reCIprOCItIes, often organIzed along
kInshIp and ethnIC lInes, WhICh are known to be Important copIng
mechanIsms acrJss AfrIca These general benefIts above and
beyond remuneratIon WhIch workers lInk to beIng employed, add
value to the speCIfIC sentlments assOCIated WIth workIng for CFM

WhIle It IS ImpOSSIble to compare these IntangIble benefIts cf
CFM employment to the wages receIved by workers, and dIffIcult to
quantIfy tangIble non-salary benefIts alongsloe dIrect payments,
the Impacts of theIr loss on retrenched CFM workers must be
conSIdered when dISCUSSIng the SOCIal Impacts of retrenchment
It may otherWIse be dIffIcult to explaIn the reluctance of
worker~ to leave low-payIng raIlway Jobs

ThIS haVIng been saId, It IS also true the salarIes teing paId to
C~M worKers, espeCIally the lower skIlled and less educated who
Will comprIse the maJorIty of retrenched personnel, are extremely
low Based on recent research on the SubSIstence costs of 11fe
In MapuLo, monthly expendlture of 20,000-30,000 Mt per capIta
placas a household In the category "absolutely poor but not
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dest1tute 119 The same 5tudy shows an average household Slze of
seven Thus approx1mately MT 150,000-200,000 1ncome per month 1S
requ1red to move the average household beyond poverty, 1 e , to
supply ltS baslc needs for food, houslng and medlcal care

Grade III CFM workers, the bulk of whom are low Sk1ll way
ma1ntenance and operat1ons staff, are currently pa1d MT 68,000
per month--whlCh amounts to poverty wages for a household of only
three persons The households of these workers are clearly
rely1ng on otD~r sources of 1ncome for an 1mportant part of the1r
monthly expendItures The role of the (usually male) famIly
member who works for CFM may be Important more 11 terms of the
anclllary beneflts derIved from CFM emp ~yment (olscussed above)
tnan the salary he or she recelves

Th1S fact has several 1mpl1cat1ons F1rst, because CFM wages are
only a part of household lncome, and pert ps not the largest
part, retrenched workers may 1n fact be In a pOSItIon to 1nvest
tIme In tralPIng and to undertake rIsky ventures Wh1Ch w1lI
prov1de no or lIttle short term Income fnr SubsIstence If other
household 1ncome and cop1ng mechanlsms remaIn Intact after
retrenchment, longer term Income bUIldIng optIons may be
access1ble and v1able for retrenched workers

Second, the extremely low purchaslng power of most CFM salar1es
may make the proJect's severance and tra1nIng or ava1lable cred1t
packages attract1ve to a sIgnIfIcant number of low-level workers
In large part the appeal of departure benefIts depends not only
on present trade-offs but on the expectatIon of workers that CFM
salarIes wIll Improve and the Important benefIts such as penSIons
WIll be avaIlable In the future, to the extent that the overall
vIab1lIty of CFM remaIns In doubt, the retrenchment package may
prov1de a powerful 1ncent1ve for voluntary early departure by
ra1lway workers

FInally, CFM worker households may already be engaged 1n small
scale pr1vate sector act1v1t1es Wh1Ch could prov1de the bas1s for
llvellPood after retrenchment As It 1S typ1cally the woman
household-head who lS engaged In actIvIt1es such as petty trade,
food preparatIon, etc, WhIch supplement wage Income10 , the
proJect w1II conSIder openIng up some post-retrenchment
aSSIstance components to female members of ret enched worker
households In th1S way proJect aSSIstance mIght be seen as a

9 B Schubert (1992) Increaslng the Food SecurIty of
DestItute Households In the CItIes of MozambIque Report prepared
for GAPVU by Team Consult BerlIn

10 P LIttle and I B LundIn de Coloane (1992) Petty Trade
and Household SurvIval StrategIes In the Perl-Urban Area of
Maputo, MozambIque, Report prepared for USAJD/Mozamblque



58

way of strengthenlng the household's 1ncome secur1ty rather than
slmply f1nd1ng employment for CFM workers

All th1S havlng been sald, the poss1blllty that workers WJ1I
act1vely res1st any large-scale retrenchment program certa1nly
eX1sts Port and ra1lway workers have a long trad1tlon of
actlvlsm, stretch1ng back to turn of the century strlkes by
stevedores aga1nst the Portuguese Wh1le un10n leadersh1p 1S 1n
close touch wlth CFM management, and seems to be ln a poslt1on to
partlc1pate ln the formulat10n and lmplementatl0n of retrenchment
pollcles WhICh are least detrJrnental to the lnterests of ltS
members, lt IS unclear how InfluentIal leadershIp WIll be If
faced wIth an angry rank-and-file commItted to reSIstIng
retrenchment and reorqan1zation The posslbillty of ~abot1ge and
even VIolence ID response to threatened retrenchrent 1S real

Although GRM and USAID efforts to develrp adequate penslon,
severance, and redeployment aSSIstance packages are good fa1th
ef:orts to ease the Impact of retrenchment on workers, the
fragIle polItIcal enVIronment In WhIch retrenchment WIll take
place, coupled WIth the pOSSIbIlIty of a polItIcally
controversIal lease of CFM(S) to a foreIgn (posslbly South
AfrIcan or Portuguese) fIrm gUIded by World Bank aSSIstance, may
result In publIC contentIon or even conflIct The role of USAID
as a supporter of retrenchment and reorganIzatIon could Involve
US aSSIstance pOllCy 1n these controverSIes

In thIS respect, the Importance of MozambIcan "ownershIp" of the
CFM reorganlzat~on and retrenchment program may be crUCIal
Governmental commItment, from the hIghest level, WIll lIkely be
necessary In order to ensure that these dIffIcult changes take
place Project lmplementatlon, espeCIally sequenclng and tImIng,
WIll have to be senSItIve to the changIng polItIcal moment In
~ozambique, otherwIse the abIlIty of project staff to Jroceed
WJth the retrenchment program may be JeopardIzed and the
revItalIzatIon of CFM tnreatened

544 Women In Lavelopment (WID) ConSIderatIons

The dIrect benefICIarIes c~ project out-placement and severance
WIll be CFM employees, the vast majOrIty of whom are men TheIr
famIlIes, however WIll De ImmedIately affected by changes In
theIr emplJyment status, partIcularly gIven that In many cases
the households of empLoyees already must supplement CFM wages
WIth other actIVItIes The Scope of Work for the technIcal
aSSIstance contract WIll r 'qUIre that the team take Into
conSIderatIon the effects If project actIVItIes, partIcularly In
the area of redeployment aSs1stance, on the WIves afid chIldren of
the workers To the extent pOSSIble, actIv1tIes In support of
redeployment that take the famIly Into cor3Ideration WIll be
favored over those that do not
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Short-L1ne Closures

The contemplated closures of the Zambez1a, Inhambane and Xa1-Xal
lInes would have sIgnIfIcant Impact on the economIC and socIal
condItIons of the provInces In WhIch they are located Some of
these Impacts are dIscussed In more detaIl In Annex F, WhICh IS
concerned entIrely wIth Issues related to short-lIne closures
Below, the general concerns relatIng to the socIal Impact of
short lIne closures are dIscussed

FIrstly, the loss of d1rect employment brought on by short-lIne
closure wIll have analogous consequences on the households of ex
CFM workers to those dIscussed ab0ve In roference to wIdespread
CFM retrenchments However, employment optIons In these
secondary urban centers wIll be less dIverse and less numerous
than those In Mozamblqua's maJor Clt_~s

Second, these closures may In the short run cause a shrInkIng of
regIonal consumptIon-based economIes In affected provInces CFM
provIdes a notable proportIon of formal sector (salary and wage)
employment In each of the short-lIne areas, It can be ebpected
that these wages have sIgnIfIcant local ml tlpllers tIed to
consumptIon of food and local serVIces SInce lInes have not, In
recent years, been fInancIally self-suffIcIent, CFM has been a
vehIcle for central-local resource transfers (vIa salarIes and
operatIng Subsld1es) The wIthdrawal of thIS 1ncome from the
reg10nal economy 1S lIkely to cause a measurable contractIon In
demand for local produce and serVIces, further exacerbatIng un
and under-employment

Another Impact of short-lIne closures would be the possIble loss
of communIty faCll1tles currently assocIated wIth CFM In each
town where CFM has sIzable operatIons, It operates a Clube
Ferrovlarla WhIch IS an Important center for socIal actIvItIes
In many towns and cItIes, the local stadIum IS also a CFM
facIlIty There are clInIcs and dormItorIes for schoolchIldren
from rural areas WhICh, whIle offIcIally for CFM workers and
theIr famIlIes, offer benefIts to other segments of the
populatIon as well

The fInal Impact of short-lIne closures IS the loss of capacIty
wIthIn the transport sector Itself If the eXIstIng road
transport system does not have the capacIty to SubstItute for
raIl, In the short run but more Importantly In the medIum term
when rural reconstructIon and productl~n growth are expected to
Increase traffIc by at least an order of magnItude In most rural
areas, then the loss of raIl facIlItIes could become a factor
lImItIng post-war reg Jnal economIC growth

The Importance of the raIlway In passenger transport IS greatest
In Xal-Xal p It appears that ItS loss would leave several rural
areas wIthout lInks to theIr proVIncIal seat where essentIal
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health, educat10n and other pub11c serV1ces as well as markets
are located In s1tuat10ns where adequate roads are not
ava1lable, loss of CFM serV1ce seems l1kely to cause s1gn1f1cant
hardsh1p.

- For these reasons, and for the broader po11t1cal mot1ve of
defend1ng a prom1nent element of local 1nfrastructure, 1t can be
expected that local government off1c1als w1ll res1st the closure
of short l1nes. Whether the general populace 1n Xa1-Xa1,
Inhambane and Zambez1a w1ll mob1l1ze to oppose closures 1S
unknown

Project act1v1t1es wh1ch support the rehab1l1tat10n of ra1lway
bu~ld~ngs and other ~nfrastructure before turn1ng them over to
appropr1ate local author1t1es for redeployment as publ1c
fac111t~es may m1t1gate some of th1s res1stance. But the long
standing central~ty of the railways 1n rural Mozamb1can life w1l1
be d1ff1cult to replace 1n the m1nds of res1dents, they can be
expected to perce1ve a s1gn1f1cant loss to the1r commun1ty from
short-11ne closures, notw1thstand1ng any compensatory efforts
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SOUTHERN AFRICA TRANSPORT AND
COMMUNICATIONS COMMISSION (SATCC)

Maputo, 16 9 92
TU/L/819/92

CP 2677 MAPUTO
MOZAMBIQUE

TELEPHONE 420214/420246
FAX 420213
TELEX 6606/6597 SATCC MO

Mr John M ~Iller, Actlng Dlrector
UnIted Stdtes Agency for
Internatlonal Development
Rua FarIa de Sousa
Maputo

MOZAMBIQUE

Dear SIr,

! 1 Si:.P 1~9l

The proposed USAID ass1stance to Mozamblque Ra1lways to lmplement
portlons of the1r restructurIng efforts, 1nclud1ng techn1cal
asslstance, flnanc1ng of staff reduct10ns and redeployment of
redundant capItal assets 1S now lncluded In the SATCC programme
as ProJect ~o AAA.O.02(3)(lll) Techn1cal Asslstance for
Rallways RestructurIng.

Please note that In the course of lmplementat1on, ad)ustment& to
the proJect can be made based on more deta1led lnformat1on

Your support of SATCC 1S hlghly apprecIated.

SDUYEEP.' ~F~ieA rh~RSPOR'

~
4'.0

/,.. ~~lJ1 .... ( .. 'll'\lf COMM!SS'O~~
SM Kaombwe IJ I 0
For DIrector
SATCC/TU

SK/C-Ol/Rev.l/16-9-92

Member States Angola
Botswana

Lesotho
MalaWI

Mozambique
Namibia

Swaziland
Tanzania

ZambIa
Zimbabwe
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NARRA~IVE SUMMAlty

Act~v~ty Goal

To support the development of
a stronger economLC foundatLon
for growth Ln Southern AfrLca

Act~v~ty Purpose

To strengthen and expand the
capacLty and operational
effLency of MozambLque
RaLlways (CFM)

oa3IC~IV£LY VERtF!AB~t

INDICATORS/RESPONSIBILITY
Measures of Goal AchLevement

SADCC countrLes face lower total
transport costs

Less FX spent for transport

ProportLon of SADCC external trade
uSLng SADCC ports Lncreases

SavLngs Ln FX and LC from lower
transport costs are avaLlable for
other prLorLty Lnvestments

CondLtLons that wLll LndLcate
purpose has been achLeved (EOPS)

Reduce labor cost

Early retLrement of 3300 CFM
employees over 55

ProductLve employment of at least
4500 other redundant workers

ReductLon Ln economLC cost of
freLght transport Ln the 3 short
lLne areas

MIANS OF VER.tFtCAT:ION

NatLonal and regLonal
statLstLcs

NatLonal accounts

FX and other cost savLngs
stLmulate economLC growth

CFM reports

ProJect evaluatLon

TA reports

NatLonal and regLonal
statLstLcs

IMPOR~ANT

ASSUMP~IONS

AffectLng purpose-to
goal lLnk

ContLnued regLonal
cooperatLon

Investments maLntaLned
by other SADCC
countrLes

Investments not
destroyed by hostLle
act Lon

Current trade
volumes ma~nta~ned

or ~ncreased

AffectLng output-to
purpose lLnk

SecurLty sLtuatLon Ln
MozambLque Lmproves.

CFM loss and pLlferage
reduced

Wage rates remaLn
stable

RemaLnLng CFM managed
and staffed
effectLvely, through
traLnLng and use of
expatrLates

World Bank supported
Maputo CorrLdor
RevLtalLzatLon Program
LS successful
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NARRATIVE IUHMARY

Outputs

CFM personnel reduct~ons of
about 13,100 workers

Redeployment package for
redundant CFM workers that
supports the~r re~ntegrat~on

~nto the product~ve economy

c Redeployment of CFM/S
assets

OSJBCTXVELY VERIFIABLE
:EN:DtCATOlt$/RES~ONSIBILIft

Magn1tude of Outputs necessary and
suff~c1ent to ach1eve purpose

Early ret~rement package appl~ed to
3300 workers

Severance payments to 9,500 to
10,000 permanent CFM employees

Development of new employment and
train1ng for at least 4000 to 5000
redundant CFM workers

Deta~led comparat~ve analys~s of
short l~nes w1th alternat~ve

transport poss~b~l~t~es,

recommendat~ons and strateg1es for
closure or cont1nued operat1on

Sp1n-off of CFM operat10ns ~nto

pr~vate enterpr1ses employ~ng at
least 500-600 redundant CFM workers

Development of feas~b~l~ty stud1es
for hous~ng pr1vat1zat1on and
development of 1ndustr~al estates
on CFM property

D~vest non-operat1ng CFM assets
(clubs, schools, c11n1cs, stad~ums)

by rehab~l~tat~ng and transfer~ng

them to local or prov~nc~al

governments or through other
arrangements w1th pr~vate operators

MEANS OP VER.IFICATION

CFM reports

TA reports

ProJect evaluat10n

CFM records

Records of local f1nanc~al

and tra1n~ng 1nst~tut~ons

TA reports and feas1b~1~ty

stud~es

CFM reports

,

IMPORTANT
ASSl;1MP'1'IONS
Affect1ng 1nput-to
output l~nk

CFM agrees to pursue
retrenchment

Workers el1g1ble for
early ret~rement

accept ~ncent~ve

package

Local ~nst~tut~ons and
the pr~vate sector
have the ab~l1ty to
absorb tra~n1ng and
f~nanc~al support and
accept proJect goal
and purpose

Domest~c and fore1gn
pr~vate sector cap~tal

~nvestment can be
mob1l~zed for new and
sp~n-off bus~nesses
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NARRATIVE SUMMARY

Inputs
(ActLvities and Types of
Resources)

Severance and early retLrement
payments

144 person-months of long-term
technLcal assLstance

160 person-months of short
term technLcal assLstance

Local salarLes

Commodit1.es

Operating costs

Redeployment support

AudLt/EvaluatLon

Inflat1.on and contingency

Total

OBJEcTIVELY VERtFIDLE
ItmlC»lrQRS/RBSPQNSIB:ILIft
Level of Effort/Expend1.ture for
each act1.v1.ty
($ thousand)

10,550

3,750

2,400

750

420

132

4,260

100

2,638

$25,000

MEANS OF VERIFICATION

EvaluatLon reports

TA reports

CFM records

Records of local f1.nanc1.al
and traLnLng LnstLtutLons

DLsbursement documents

'"

IMPORTA~

ASSUMPTIONS
CondLt1.ons precedent
to actLvLty
Lmplementat Lon

The sLgnature by the
Government of an
Agreement wLth the
World Bank for the
Maputo CorrLdor
RevLtal1.zatLon
ProJect

DLsbursement for
Severance Pay. The
selectLon by CFM of an
optLon for
restructurLng
acceptable to USAID.
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1. SU'1MARY.
THIS CABLE IS THE RESULT or RECENT DISCUSSIONS HELD IN
~APUTO WITH MR. JAP DEAN, DIREOTOR AFR/S~, REGA~DI~G TH~

MOZAMBIQUE RAIL REFOR1 PROJECT DESCRIBED IN REFTEL. OUR
JOINT ~ON~LUSIO~ IS TH~T THE AC~IVITIES P~ESE~TFr PS AN
NPD IN REFTEL SqOULD B~ INCOFPOPArED AS AN ~1END1ENT OF
rHE PRESENT R1GIONAL ~FIL SYSTEMS SUPPORT pCOJECT (R~cS,

690-0247.56). THERE .\R.E SEV~RAI ~EASONS FOR THIS' (A)
rHE N~W ACTIVITIES FALL UNDEF rqE ORIGINAL P~OJECT'S

PURPOSE -- TO IMPROVF, THE ~APAjITY AND OPERATIONAL
EFFICIENCY OF 10Z'~]IQUI kAIL~AYS; (]) TBE RRSS OUTPUTS
HAvr AL'R~ADY TO SOME ~,{T~NT "t~Frl SHIFT~D TO SUPPOP1'ING
OVERALL FEFOR1 -- I~TEGRATINC T~E ~ZW ACTIVITIES WI~F
THE PR]:C;ENT PROJlCT WILL ALLO~ G~EAT~R IMPL"EMEt-.JTATIO~1

~LEXIBILITr AND ENSURE BETTE? COORDINATIO~ OF USQID
FINANCING; (c) AN A1END1E~T CAN BE DESIGNED TO PRR~IT
riMELY IMPLEMENTATION OF PROPOSED AOTIVITIFS. FND
SU'f1ARY.

2. THE FOLLOWI~G PARAGF~PHS B~I~FLY GIVE T~E PRESENT
STATUS OF THE RRSS PROJECT, DESCRIBE RECENT PROGFESS ON
TFE DONOR REFORM I~ITIATIVE, AN~ RELATE THE R~~ORM
ACTIVITIFS PROPOSED REFTEL TO RRSS.

-~----~-------------------.-----------------------------A. PRESENT STATUS OF CIM REFORM
--------------------------------------------------------
3. DURING THE SADce CONFERE~CE (JANryARY 29 TO 31), TqE
WORLD BAN7 ELI~ITED FROM THE ~ouERNMENT AC~EPTA~1E O' A
PLAN TO LEASE ALL OF CF1'S SOUTP~RN SYST~~ (1APUTO paFT
AND THE GO]~, FESSANO GARCIA AN~ LIMPOPO qAIL LINES) ro
A~ INTERNATIONAL JO~MERCI~L FNTERPRISE. ~HE BPSI~

ELEMENTS OF THE LATEST RANK P10POSAL ARE

THE LEA5ING OF Tij~ LAND SIDE ASS~TS AS AN
INTEG~ATED WHOLE TO O~E GROUP OF OPERATOR~ ~ND/OR

UN CLASSI FlED



INVESTORS.

UNJLh......>IFIED -
TH~ IMMEDIATE CO-\i'TtlACTI,'l,} 0F A~ ADVISORY wIR..., mo'

(A) DETERMI"JE THE CT,q; ~N'r I\S ..1: ~ND prOD TCTI11 E C>\PACIl'f
OF THE SYSTEM; (13) APLYZ1. T}' ~AIH\~T PROSPF~T~ <'Oli Tt'E
SYSTEM; (C) STRUCTUPS !l L =f n Ie A(} REE1E ~I T; ( D) ~ ~ \fF Lr ?
SRLECTION j'qITEltIA FO'=? TFl L1"S5 'E; (F) Pl1.EPA1ti 4"J
INVEST~ENT ~E~ORANDU~ (I~ gFFEC! A SOLICITATIO~
DOCUMENT); AND (F) A~3IST THE GOVERNM~rJ"r IN
NE~OTIATIONS WITH PROSPEJTIVF LESSEES.

THF PROPOSAL ALSO IN~LUDES ~ STrDY OF WEAT TO to WITF
THE ~ANPO~ER AND 1ATERIAL RESOUtlCES NOT NEEDED T0
~PERATE THE LEASED COMP~~Y.

4. SENIOR GOVERN~ENT OFFICIPLS LaST ~i~K AG~EED IN
PRIN~IPLE TO THE AEOVE, AL~HOUGF THEY I~ITIALLY
REQUESTEr THE BAN¥ TO INVESTIGATE ALTERNATIvES TO ~~E

SINGLE LEASE (SPECIFICALLY TH~ USE OF T~CrtNICAL

ASSISTANjE AND MULTIPLE LEASE ~BRANGE~ENT~) A~D TO
CONSIDER THI WHOLE OF CF1 1tATiER !HAN JrST CFM(S).
ACCOl1DIN'} TO SENIOR BA\lK STAFF, 11Y THE 1i;ND Oli' Tl1~ '1EEv
Tl1E ~F~ HAD ACCEPTED TH~ RFJ~CTION OF A TA-DRI1E~
SOLUTION TO CF~'S M'~AGE~i~T P~OBLE~S, A~D AG~tiD r~~T

CF1(5) WOULD BE T~EATFD AS A S~FARATF U"JIT.

5. WITHIN THV Ni)T FEW WEE~S, IE EYPE~T THE GOViRN~r~T

AND BANK TO SIGN AN AGR~E1ENT TO ALLOw THE CONTRACTING
~F AN ADVISORY FIRM. THE TE~MS OF rHAT ~GREEMli'NT WILL
CLARIFY TH~ EXTENT TO WriICH THE GOVERN~~~T QAS TP~LY

ACCEPTED TR~ BftNK'S LATEST P~OPCSAL. IN A~Y CA3~t LAST
WEEK'S EVE~TS REPRES~~T A~ I~VO?TA~T ST~P TOWARD~ ~AJOtl

REFOR'1 OF CF~.

6. THE DO~ORS AS A G'qOUP HAvt 1ADE CLEAR THAT BOT~

ONGOING AND FUTURE PROJECTS A~E THREATENED BY ToE
~O~TI~UI~~ ~~TEtlIOR~TION I~ ;~~'s P~~FORMA~jE, ~~D ~8AT

COMMERCIAL OPERATION CF TRF Sfs mi1 IS !~! O~LY T~~'EL:

SOlUTIO~. IT IS THIS UNI~ED A~n UNJO~PRJ~ISING P0STTIO~

THAT HAS BROUGH~ ABOUT THb GCVE~N~ENT'S ACC7PT'NC~ o~

TFE BANK'S PROPOSAL DE;PIT~ OPPOSITIO~ FBOM eFM •
~ANAGE~ENT AND LEGITI1ATE FEARS ABOUT POSSIRLF POLITlj~l

REPEFCUSSIONS. NEITHER aSAID NO- Tq~ OTHERS INqCLJF.D
YISH, HOWEVER, TO A;HIEVl AN ~F7I~IE~T RAIIROAr 'T TFF
COST OF A NEGATIV~ POLITICAL ~E~CTION. I~ IS TRF~E~OFE

BT
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IMPERATIVE THAT THE DONORS QJIj~lY ADJDST O~GOIN} ~~D

JPCO~INJ PROJECTS ~O CONTRIBUTE TO T1F S100TQ TPP~SITION

FROM ~ PA~ASTATAL TO ~ PRIVAT~ ~AIL~O~r. TH~ ~O~T

I'1PORTANT ST~P ~Ov IS TH~ DESr}', A'JD IMPLEME~TA~IO~ OF A
MAJOR STAFF R~DUCTION SCrlEME.

B. USAID'S ROLE
-------------~---------------------------------------- --

7. USAID HAS MET vITH BANK STAFF SEVERAL TIMES TO
DISCUSS THE SHARING AND SCHEDULINJ OF INPUTS, p~r IT qAS
AGPEED TH~T THE PROJEJT DESGRIBED IN REFTEL -- TO
IDENTIFY AND SHED, l1 1fERE "pOSSIJHS T.:rR)TTGB PltODTTCTIvE
REDEPLOYM~Nr, EXCESS ASSETS nND STAFF -- 3HO~ID PROC2Er
AS QUIJKLY AS POSSIBLE WITH USPTD ~I~PNCI~G. TFI
GOVERN1ENT'S ACCEPTANCE OF THE INVEST~EN~ ~B10RANDU~, ~0
BE PREPARED WITP BANK AS3ISTANj~ OVSR TH~ NE~T 15
~ONTHSt ~AY WELL BE CONTIN~ENT ON A PBIOP SrCCESSFUL
START-UP OF THIS ACTIVITY.

8. AS DISCUSSED ~ITH 1R. DEA~, rySAID PROPOSES TO ADD
RFFORM ~O TPE PRESE~T P?OJE~T T~ROU}B ~ M~JO" A~E~DM~~T.

I F AI D/W AGREES, TH~ DFS I Gt OF T>lE A'1E' D1~W" WO T LD "PEG I N
IN LATE M~RC~ AND TqE FIRST OBLIG~IIO~ OF ADtI!~O~AL

FU~DS jOULD TAKE PL~jE I~ JU~I. '1P. DE~~ ~ ~S jn~FITE~T

TPAT AFR/SA \'OULD P"'SPOND TO TIns CABV"'D REQUl£ST liiI"'HI"J
TFliF,E WEE{S.

c. RRSS I'1PLE1ENTATION STATUS AND CONFOR'1ANCE OF
PROPOSED ACrIVITY TO ~R)S

9. THE R?SS PROJECT WAS O~IGINALL{ AUTqOPIZ~D I~ F! 1933
¥ITq AN APPROVED LOP FOR THS '10ZA1EIOUE CO'1PONE~~ JF
DOIS 34.~ MILLION. 1HE PROJEC1 GOAL I, TO SUPPooI Tq~

DEVELOP~FNT OF A STRO~~ER EJO~OMlj ?OU~DATIO~ ?O~ }PO~TH

IN THE SOUTHERN PfRICA REGION. TqE PUfPOqr IS TO
STRENGTFE~ A~D EXPA~D THE ~AP~jITY AND OPE~ATI~~AL

EFFICIE~CY OF ~OZA'1BI~UE RAILWAYS. T~~ ORIGINAL PROJ~CT

FOCUSES PRIMARILY ON IMPR0VI~G TECiNICAL AND FI~ANCIPL

~ANAGE~ENT CAPACITY I~ ~F~ BY (1) INjREASI~~ j~~'S

TRACTIVE CAPACITY AND (2) RESTRUCTURING ITS ACCOU~TING,

rI~A~CIAL ~ANAGEMENTt AND PL~N~IN~ SYSTEMS.

10. PROJECT IMPLEMENTATION ~~s SLOW IN sr~RTI~G BECAUS~

TWO or TFE GONDITIO~S PR1CEDE~T W:PE U~q~ALISTIC, A~r

TqE I~ITIAL TA AND CO~MODITIE3 A~PIVED ONLY I~ ~ID-lg9~.

NO~ETHELFSS, IN 1935 0F~(S) F~JOYED A ~O~SIDEoA11E
INCREASE IN TRAFFIC vOLU~ES, REACqING T~P~E 1ILLI0\ ~ET

rONS FOR TFE FIRST TIM~ SI~CF 10 94. ON rr~ 'TR~~~TF OF
THIS PERFOR'1ANCE, CF1 REQUBSTED TTSAID (A,;") OrqtR D0NO:tS)
TO PROVIDE ~DnITION~L LOCOMOTIVES. O~ T1~ BASIS Of P
TBOROUGB A~ALYSIS, WPI;H P~E'!~TE \ f~ I~~TIFA~~ IN
TRAFFIC TO 4.9 1ILLION TO~~ I~ lQ95, T~E F~SS pROTFer
WAS AME~D!D I~ FY 90 TO PROVIDE TV~ N~~ LO~OMorITE~ AT a
COST OF DOLS 17 ~ILLION. TiI~ A1E4D17~T, ~FICH ALS~

U~~LAS SEOTION 02 OF * MAPUTO 00815
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ADDED FUMDS POR ~DDITIONAL TA, I~~REASEr LOP FDNDI~G nV

~ TOT AL 0F DOL S 2 1 1ILL I 0 ~, T0 ITS ? F ~S ~NT L~ If EL 0F 1) JLS
55.5 MILLION.

11. WHILE T~AFFIC VIAS INCREASING, HOWEVE"R, TSPID,
THROUGH DISCUSSIO~S '1IITH OTHE"lt D0~ORS A"J:L onT{ OW~

EXPERIENCE IN THE WOR~3HOP A~D FINANCIAL SECTIO~, ~as

RFASSESSI~~ THE ORI~I~~L p~OJEJT ~PP~OA~B, rBI~~ AS~~ME~

TqAT CF~'S ?RO]LE1 COULD BE OV~rC01E ~y TFAINI~~. r~!

1990 PROJE~T PAPE~ AM~NDMv~T, ~qI~R ADD~r FlND3 ror TH~

PURCHASE OF NE~ LOC010TIVES, STATED THAT 1COTE AT
PRESENT ~R)S AND OTHER DONOR PROJECrS DO NOT HAV~ TH~

SCOPE NE~ESSARY TO jORRE~T THE FU~DAMENTAL ~ANAGfME~~

DEFICIENCIES FOUND £VERYWHERE' ~ORKS~OPS, DISPArCFINJ,
MATERIALS MI\NAGEME~T, 'JPK4'EP OF T -IE 13 TT ILDINJS, AND
COORDINATION OF T~E ACTIVITI3S OF CF1'S G~OGRPpPICALLY

SEPARPT~ AND PARTIftLLt AUTONOMCU~ RAIL LINE) AND PO~I).
END QUOTE. TO ADDR~SS T~FSE ~O~E FU~DA~?~TftI P"RO~lEMS,

THE PP A~ENDMENT INCL~D~D ~ C01PO~E~T TO Foa1PLATE A
SYSTE~IC APPROACF TO JFM'S P~OBLE~S.

12. THIS PLANNED COMPON~NT HAS }EEN OVERrAK~N BY TqE
EVENTS DE)CRIBED ftB8Vr ~~D I~ PFFVIOU~ M~SSA~1~; TFE
DEVELOP~ENr OF A SY3TE~IC ~TnDY OF CF~'S ~ftNAG~~~NT

PROBLEMS H~S EE~OMF A~ U~~FFORDfELF lUiUR1 I~ TP~ ~p~~

OF SEVERE TRAFFIC D£CLINES AND THE T~P~~~ OF NE~

BT
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INVEST~ENTS IN INFPASTRUCTU~E TnAT COULD LEAD TO Tq~

LONG-T~FM DIVER~ION OF T~~FFIC r~OM MAPUTO TO ~SA prpTS.
~U~TH~RMORE, Tp? STUDY PLA~~!~ T~ 1993 WO~l~ jE LI~TI~

~ORE THAN A DISTRACTION ~~01 TH: WORr OF tB~ INV~ST1~N~

ADVISORY FIRM TO BE FU~DiD BY r~E BPNF.

13. US AID NOW PROPOSES TO FOCD, rqE PRESENT P~OJEC~

RFSOUR~ES ON TFE ~EDEPLOY~1~T O~ JF~'S ASSET~ ~HIL~

D~~~PBASIZING TH~ TRADITIONAL APPP,O~Cq ORIGINALLi
ENVISAGED. THE OVERftLL DO~OP PROGq~M, PA~TI~ULAFLY IFF
CO~BINATION OF TUE ]ANr'S PROJECT TO STP~A1LINE AND
LEASE THE OPE~flTION5 A~n r~~ID' PROJECr aM~~nM7Nr rr
REDEPLOv ASSET~, IS A L~~I~AL F'TE~SIO~ O~ r~r PRFS:~T

PROJ~CT, PND WILL CO~ThI~UT~ ~~ Tq~ OFIGI~PL p~OJRC~'S

~URPOS~ AND OBJE~TIVE~ ~ORE iFF~jTIVELY Tq~~ p~~Sr~TLY

PLANNBD ACTIVITIES.

14. USAID HAS, WITHIN THE FRAME'ORv O~ TBE PRESENT PP,
ALREADY MADE ADJUSTMENTS IN IMPLBMENT~TION mo FJBrHE~

THE 'EW OVERALL APPROA~H TO ~~~. IN THr ¥~F~SHOP, 'OP
EYA'1PLE, TflE PP ORIGIN4LLY B~I\rICA~ED rHE P"ECONSTFTCTION
AND EQ1IPPING OF Tq~ S~OP TO PE~FOPM ~LL LfV~LS ~F

~AI~TB~A~CE ANr R~PAI~, I~CLUDIuJ CO~PLETE

REHABILITATION. USAI;) ~ND rHE IA TEAM AR~ NOw DElJET,CPING
~ PROg~AM BASED O~ ~O~PO~E~T JB~~~fOUT (R¥'PLAjEM~~~

RATH~~ THAN REPAIR) ANr CO~TPACTIN~ our OF 1AJOR RwPAIp.
AT TF~ SAME TIMF, A S!'1ALL rE Al'1 OF ~1i'M A'~D TA ~r~1f~ 'ILL
C01PLJ<'TE TFE !tEHABILIT'TI0N rJF TB£ LOC010TI rES FOJ: \lP"ICB
~HE PROJECT HAS ~LR~ADY FINANC~I PA~13. ~B Aq~ ALSO
REVIEWI~~ THE NFED TO PRO~P~E T~N J~ LOJOMOTIVES I~ T~F

LIGHT OF THE ~EDUCED LEVELS OF T~AFFIC (1.3 1N TON~ IN
1991 FOR ~FM(S)). SFPTEL ~ILI J~VER THIS I~3PE I~ MORE
DETAIL. FINALLY, THE FI~A~CE T~A1 IS CONC~~r~ftTING 0\
THE FORMft!ION OF A CORS T7AM nf COMPurE~ LIr~~ATi

EMPLOYEES AND TFE I~STALL~TIO~ I~ ~FM(S) 8~ A Mor~~~
COM'1E~CIAL SYSTE'1 OF caST-~ASED ACCOUNTS. ~~~ ~U1B~F OF
PERSO~NEL REQUIRED TO ~AINTAIN TFIS SYSTE~ ~ILL ~~

ST{ARPLY REDUCED (FRO'1 ~!UNDREDS TO A HANDFlJL).

15. WHAT IS PROPOSED I~ ~FFTFL IS A NATU~AL E}PANSIO~ OF
TH~ PRESENT PROJECT TO INCRE~SE TBE OVE~~LL PE?~OP~A~CE

OF ~FM, PARTI1ULPRLY ~~M(~). MAJO~ FIDU~TIO~S I~ STP~F
AND THE CONVERSION OF TTNECO~O'1IC :>HYSICAL A'3Si£TS ARE
~RITI~PL TO TRANSFORM TdZ RAILiAYS A~D prRT~ FFJ W

PER~ANENT DRAI~S ON ~rlE ECO~O~Y TO ?~OFITABL~ pP0VIrL~S

OF EFFICIENT TRANSPORT SERVIC~S TO rHE NATIONAL P~D

RE1IONAI ECONOMY.

16. FINA~CING. C~RR3NT ~ND PLAN~~D COMMIr~E~r~ ~O~ T~,

C0'1'10DITIES (EYCLLDING LOCC~OTI7ES), A~D CONSTPUCTIO~
WILL ~ORE OR LESS ~~HAUST Tq, FUNDS AVAILABLE F0~ Tq~S~

LINE ITEMS, A~D SOM- OVEqqU~S ~ILL O~~UR IF, PS SEEMS
LIKELY, TdE TA R~1AINS IN PLACE UNTIL A LSASE IC I
PIA:::E ('ESTIMATED :::OST: T'01~ 5 ~ILLION) ~' r~O~ED V~1)IIV)

'1ISSION IS REVIl!:WIN~ T-E LOC010TIVE ;JURC.JAS~ AND 1 :L1
3END RECOMMENDATIONS LAT~~. ~s TiIS I~SJ1 IS P~NDIN;,

AND SINCE THE GOVERN~~~T ~~D U~AID A~RE~ TF~T T~AF~I~

INCREASES MAY WELL JJSTIFY T~~IR P~OCURS1RN~ IN :h~

UNCLAS SECTION 03 OF * ~APUTO 20616
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FUTURE, WE WOULD NOT PFOPOS~ A~ENDING T~E UROJEC~ TO
ELIMINATE THE LOCOMrTIVES 'T THI~ POINr. IN~T~AD ~E

PURPOSE TO I~CFEASE Th~ P~OJ,~T AUTqORT7rmT0~ ~v TJV
FULL ESTIMATED COST Q~ rnE ADDITIONAL CO~PO\~NTS, D~1S

25 MILLION. OF TFIS 15 ~ILIIO~ ~ILL BE OBllqpTFn I~ FV
1992 WITF THE P£1AINiNG DOLS 1~ 1ILLIO~ OBLIGATED 1\ ~Y
1993 ONLY IF TdF PURCdAS~ ny rHE lOCOMorIuE~ PROC~~DS.

----------------~------------------------------------- --
D. DESI~N A~D OBLIGATION SOPEDULE

17. R~QU1ST AFR/SA REVIEW THE APPROACd PROPOSED IN TPIS
~ABLE AND P~OVIDE COMMENTS AND AUTrlORIZATION DEL~GATIO~
TO MISSIO~ BY THE E~D OF FEB~UARY. TPE ~P AM~ND~E~~

DESIGN WILL THEN BEGIN IN 1A~CH OR ~ARLv APFTL AND ~AKE

ABOUT TWO MONTHS. T1E TEAM WILL I~CLUDE A LAnO'
REDU~DA~CY SPECIALIST, RAILWAY MA~A~EME~T SPECIALI~TS,

ECONOMIST, ~ND CIVIL ENGINEEPS. THE AME~DM~Nr WILL
IDENTIFY REDUNDANT P~YSI~hL ASSIT~, SUGG~S~ POSSIBLE
PRODUCTIVE USES FOR TyE1, AND GIVE A ~~NERAL ~STI~ATE OF
THE ~ONVER)ION COSTS. FOR E{CESS LABO~, T~F DRSI;~ T~PM

WILL PROPOS~ OPTIONS F~q IF£ ~EDE~LOY1E~T O~ SE{ERANC~

OF ~ETRENCHED WOR~~~S. !HE FIRqT OBLIG~rION OF 15
~ILLION DOLL~RS IS SjFEDULED 10~ JUNE, 1992. TFE D~fI~~

(APPROXIMATELY DOLS 120, '0~) ~ILL EE Fn~D~D F\01 Sft~p PD
BT
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AND S.

\8. FOR HARARE: PlEASE PROVIDE FUND CITES AND
DELEGATION OF AUTHORITY TO DIRECTOP, ~SAID/~OZAM~IQ~E,

TO EAR~AFK AND COM~IT SARP PD A~D ~ rtLL

BT
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TAGS: I
SUBJECT: ~ARP - MOZA~BIQUE ~FGION!L RAIL SYSTE~S SUP~
PROJECT (690-0247.56) - PROPOSAL TO A~END PROJECT

REFS: A. 91 MAPUTO 3702 B. 91 MAPUTO 4750 C. MAPU
0616 D. MAPUTO 01076

1. REf C WAS REVIEWED I~ AID/W O~ MARCF 24, 1992 I~ IA
PROJECT CO~MITTEE (PC) MEETING CHAIRED BY THE DEPUTY I
DIRECTOR 01 AF~/SA, WITE THE INVOLVEMENT or AFR/SA, tL
GC/AFR, Ar~/ARTS AND FHA/r,p. TPE FOLLOWING ISSUES E
IDENTIFIED FOR MISSION CONSIr~PATION AND ELABOR~TION I
DEVELOP~ENT or TFt PROPOSED AMVNDME~T.

2. RELATIONSHI~ or A.I.D. ACTIVITY TO WORLD EANr PROGFAM,
ANI ESTAFLISEMENT or UTrLITY/F~ASIPILITY or A.I.D.
CONTRIBUTION PPIOR TO FIRST OBLIGATION/AMENDrE~T.

TEE MOST SF~IOUS CONC~PN EXPFESSED AT THE REVIEW WAS T~E

fEASIBILITY OF A.I.D.'~ PLANNED P~OGRAM IF, U~DER ANY
crRCUMSTA~r~s, TEE WORLr BANi'S PROGFAM DOE~ ~OT PROCEED
AS CU~RENTLY ENVISAGED. FOR trAMPLE, IF TPE REDU~DANCY

COMPONENT rEPENtS ON TEE PROPOSEr COMMERCIAL LEASING
AFRA~GE~ENT BFI~G l~PLEMENTED, ~ILL THF~E BE ASSURA~CES

THAT elM(S) CAN P! BFOUJHT TO A LEVEL TFAT COMMEFCIAL
OPERATC~S WILL Bf INTERESTED, OR ARE T~ERE COMMERCIAL
FIRMS TFftT ARF LIFELY TO BE INTEFESTED? ALTERNATIVELY,
WOULD THE REDu~n~~cY rOMPO~E~T B1 APPROP~IAT~ ON ITS O~N,

EVEN IF TEE LEASING PROPOSAL NEVE~ CA~F TO FRUITION?

IN REF C, PA~A. 5, TPE MISSIO~ INDICATED IT EXPECTED TEE
GOVERNMENT ~Nr TEF ~ORLD B'NY !O SriN ~N AGFEE~E~T TO
ALLOW CONTRACTI~G or IN JDVISORY FIRM. FAS THIS FAPPENED,
E.G., EAS TEE GOV~RNMENT ACCEPTED TEE ~ORLt BAN!'5 LATEST
PROPOSAL A~TI IS TBi MISSI~N CO~VINCED OF TEE GOVER~M~~T'S

COMMITMENT TO TFR PROGFAM?

IN DEVELOPING THE A~E~DME~T, ~ISSIO~ SFnULD ENSURE T~A~ IT
EXPLORES CAR~FULLv ~hr RA~IFrCAT!ONS OF DI~FERtNT 0PT!O~St

E.G., WBETF~R IT ~A~ES SENS~ TO PROCIED IF

/. .. M U"Il1 A) ~ 11 .L;Ii
!/.i~~;;- AID-3 INFO: lrfJ3 1>CM

,¥ ....' 1~

VZOZCTOOl7,4
PP RUEHTO
DE RUEBC #4102/01 0932225
ZNR UUUUU ZZH
P 022221Z APR 92
rM 81,C5TATI YASHtc
'0 RUEHTOIAMt~BASST MAPUTO PRIORITY 8917
INTO RU~FSB/AMEM~ASSY HARARE PRIOQITY 9892
RUEHMB/A~E~BASSY MBABANE PRIORITY 3701
:BT
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COMMERCTALIZATION OF C1M(S) DOES ~OT OCCUR. WFAT
ASSURANCES, IF ANT, SFOULD ~.I.r REQUIRE TEAT WORLD ~!NY

PROJECT YILL PFOCEED PPIOR TO OBLIGATING fU~DS FO~ THE
PROPOSED AMENDMENT.

3. SECURITY SITUATIO~. GIVEN MISSION ACKNOWLErGEMENT
THAT SECURITY CO~SIDEPATIONS BAVI IMPEDED ACHIEVEME~T OF
PROJECT O~JECTIVIS THUS FAR, THE PC RECOMME~DED THAT TBE
MISSION CLAR!F! IN THE ArENDME~T HO~ SECURITY
CONSIDERATIONS COULD AFFECT IMPLEMENTATION or THE
ACTIVIT!. SPECIFICALLY, ARI THE SECURITY CONCERNS SUCH
THAT THEY COULD BE ADDRrsSED BY PRIVATE SECTOR MA~AGEMENT

OF THE R~IL LINE OR ARE THEY DUE TO THE POLITICAL
SITUATION AND LIIELY TO PRECLTTDE EFFECTIVE A"ID ErFICIE~T

M~NAGEMENT OF THE R~IL LINE BY EITHER A PUBLIC OR PFIVATE
SECTOR ENTITY? CO~MITTEI MEMBERS SPECULATED THAT PRIVATE
MANAGEMENT COMPANY MIGHT BE MORE LIKELY TO TAKE A MORX
PROICTIV! ~OL! RE SP~CIFIC ACTIONS TO SECUFF THE LINE, AND
FBA/rFP POINTEU OUT THAT THER~ WERE SOME PRACTICAL
MANAGEMENT PROBLFMS ON THE LINE THAT A PRIVATE COMPANv
WOULD ~UICKLY ADD~~SS TO REDUCE tOSSES. IF A~ALYSIS

DET1RMINES TEAT SECURITY PRO~LEMS ARF LARGELY A REFLECTION
OF THE O~GOING CIVIL STRIfE ~~D UNCERTAI~ POLITICAL
SITUATION, THrN A.I.r. SHOULn SEEF A JDBGEMENT FFOM STATE
THAT THE PROGNOSIS FOR AN AMELIORATION OF THr POLITICAL
SI!UATION IS POSITIVE.

4. ECONOMIC VIABILITY Of CF~(S). ~IVEN TFE PROPOSED
tEVELOPMFNT or RICEARDS BAT AND THAT SWAZI RAIL EIS
TENTATIVElY AG~EED TO A TE~-YEAR COMMITME~T ~ITB THE SWAZI
SUGAR FOARr, IS CFM(S) LIYELY TO BE ECONOMIC, I~RESPECTIVE
OF WHO M!~AGES IT? IT WAS POINTED OUT TBftT CF~(S) BAS PH
ASSFT BASE TFAT ~OULD MAKE IT PRODUCTIVE AND THERE IS

SUFFICIENT C'PACITY TO MArE IT F~ASIBLE. GIVEN TEAT SOUTH
AFRICAN PO~TS ~AY BE OVf~LOADED WITF INCREAsEr rEMANDS DUE
TO THE SERIOUS DFOUGFT SITUATI~N, CFM(S) COULD BECO~E MOPF
IMPORTANT, ESP!Cl}LLY IF PILFERA~E WERE REDUCED, AND THE
SWAZIS ANt OTHiRS MIGHT PREfER USING CFM(S) IF THE RISKS
WERE DI~INISHEU. OUESTIONS ~E~E FAISED AS TO WHETHER
OTHERS, ASIrE FROM SOUTF A~RICA, HAt EY?~rSSED I~TEREST I~

TJIING OVER CFM(S).

IN PREPARING PROJECT DOCUME~TATION, MISSIO~ IS REQUESTED
TO ASSUME COMPFTI~lON F~OM RICHARDS BAY A~t USE FREI~HT

PROJECTIO~S ~EYOND THE CURRE~T EMERGE~CY SI1UATIO~ (I.E.,
ASSUME 'NORMAL' tEMANr GROWTH FOR rREI~BT BAULAJE) IN ITS
ECONOMIC ANALYSIS. IT MUST I~CLUDE A DISCUSSIO~ or
FREIGHT PRICING I~SUES, PARTICULARLY TEOSE RAISED BY
BT
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PRIVATE SECTOR MANAGEMENT or A 'NATURAL' MONOPOLY.
GOVERNMlNT OVERSIGHT MECHANISMS AND FINANCIAL ARRANGEMENTS
~B~TWEEN ~HE OPIPATOR ANr CFM(S) SPOULD B' INCLUP!D IN TEE
DISCUSSrOM. IT ~UST ALSO LAY OUT BOY IT SEES THIS
ACTIVITY PROCEEDING IF OTHERS, ASIDE FROM SOUTH A1RICA,
ARE NOT WILLING TO BECOME THE LESSOR.

5. PROJECT BUDG~T. PER REF C, MISSION INTENDS TO
O~lIGATE rOLS 15 MILLIONS IN 1Y 92 AND DOLS 10 MILLION IN
FY 93. AID/Y UNDERSTANDING IS THAT 1Y 93 OBLIGATIO~ WILL
BE REQU!RED ONLY IF THE LOCOMOTIVES CONTRACT IS ~OT RPT
NOT TER~INATED SINCE IF THI CONTRACT IS TERMINATED, THE
FUNDS CRIGINALLY ]UDGF~ED FOB THE PU~CH!SE or THE
LOCOMOTIVES COULt B~ REPROGRAMMEf IN SUPPORT or ACTIVITIES
BEING U~DFRTAKE~ UNDER THE PROPOSED AME~DMENT. SINCE
LATEST OYP RE~ORTING CABLE PROVIDES FY 92 PROPOSED
OBLIGATION OF DOLS 20.11 MILLIO~ AND A LEVlL OF DOLS 19.1
MILLION WAS DISCUSSED AT TBE SARP MISSION DIRECTORS
MEETI~G, PLfASE CLARIFv LOP AND PLANNED OBLIGATIO~S FOP FY
92 ANn ~y 93. D~FS IMPLEM~NTA1IO~ OF T?F AMENDMENT
REQUIRE OBLIGATION OF rOLS 20 MILLION IN FY 921 IT WAS
NCTFD THAT I? MISSIO~ OBLIGATES DOLS 20 MILLION IN FY 92
ANt THE LOCOMO!IVE CONTRACT IS SUBSEQU!NTLY TIRMINATEr,
FFEEING UP rU~DS FOR RE-PROG?A~MI~G, MORE FU~DS MIGHT BE
IVAILAPLE TH}~ NEEDED fOR IMPLEME~TATIO~ or THE AME~DMENT.

TBE PC PECOMM!NDEn THAT THF MISSION WEIGH POSSIBLE
TERMINATION or LOCOMOTIVES CONTRAC! IN MAKING DECISIO~S ON
TFE AMENtMENT'S FY 92 OBLIGATION.

6. CN. AS NOTEr IN MISSION'S MOST RECENT OY] CABLE t CN
~ILL BE RFQUIPED fO~ TEIS ACTIVITY. ONC~ !ME~DME~T IS
COMPLE!!I, PLEAsr PROVIDE D~S! YITH APPROP~IATE LANGUAGE
fOR eN IN SUFFICIE~T TIM! rOR AUGUST 1992 OBLIGATION.

7. THY ACTING ~SSISTANT ArMINISTRATOR fOR A1RICA HEREBY
DEL~GATES 'UTHORITY TO THE MISS!O~ DIRECTOR,
USAlr/MOZAMBIQUE, OR TO TH! PEPSON ACTING IN THAT
C~PACITY, ~O A~PROVE A~D AUTHORIZE A~ AME~DME~T TO THE
~OZAr.BIQU~ RF~IO~AL PAIL SYSTEMS SUPPORT PROJECT (690
0247.56) I~ THl AMOUNT OF DOL~. 0.5. T~E~TY-FIVE (25)
MILLION rOR , NEW AUTHORIZED LIFE-Or-PROJECT or DOLS.
lIGHTY ~ILLIO~, FIVE HUND~rD THOUSA~D (DOLS. 80.5
MILLION). nBI~ AD HOC DFL~GATION OF AUTHORITY SHALL BE
lXEPCISEr UNr~~ TEE TERMS 1Nt CONDITIONS or tOA 551,
ElCEPT FOR TH~ DOLLAR AMOUNT LIMITATI~Nt AND I~ ACCORDANCE
WITH THE MISSION'S PROPOSAL IN REr C AND TEE GUIDANCE
CO~TAINED H!~EIN. B~rER
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I. Summary

A categor1cal exclus10n 1S recommended for techn1cal ass1stance
to develop tra1nIng plans and severance pay schemes, under CFR
216 2(C) (2) (i),

and, based on the d1SCUSS1ons that follow, a negat1ve
determ1nat1on 1S recommended for the payment of severance
benefIts and the d1vest1ture and converS1on of cap1tal assets
Into other uses.

II Background

The Mozambique Reg10nal Ra11 Systems Support ProJect, started in
1988, focused on the problems of 1nadequately ma1nta1ned
locomot1ves and wagons, poorly equIpped and 1nadequate
maintenance workshops. and Inadequate f1nanc1al and operat1ons
management systems for Mozamb1que Ra1lways (CFM) In1tIal
proJect fundIng prov1ded $34 5 mill10n for locomot1ve
ma1ntenance, 1mprovements 1n ra1lway workshops, and techn1cal
assistance and tra1ning to CFM, particularly to 1mprove CFM's
f1nanc1al management capac1ty The orIginal ProJect Paper was
amended in 1990, when projected traff1c increases Indicated a
need for add1t1ona1 locomot1ves, as well as a broader approach to
CFM's cont1nu1ng management problems The amendment prov1ded an
addItIonal $21 mIllIon to purchase 10 new locomotIves and to
carry out an 1nst1tut1onal assessment of CFM Th1S amendment 1S
a natural expans10n of the present proJect to 1ncrease the
overall performance of CFM, part1cularly CFM (South) MaJor
reductIons 1n staff and the d1vest1ture and converS1on of
uneconom1C phys1cal assets are cr1tIcai to transform the ra1lways
and ports from permanent dra1ns on the economy to profitable
providers of effic1ent transport serV1ces to the nat10nal and
regIonal economy

III ProJect DescrIptIon

The proJect amendment consIsts of the follow1ng components

a) To assIst the Government of Mozambique, CFM and the
prIvate sector to IdentIfy and develop new, productIve
economIC opportunItIes for workers made redundant by CFM
restructuring,

b) To redeploy excess CFM assets so as to create the maX1mum
possible number of product1ve employment opportunItIes and
to 1ncrease the operatIng eff1cIency of CFM

The end of proJect status (EOPS) for the proJect amendment
components w1II be.

1) Reduce labor cost and Improve effICIency of the work
force by reduclng CFM staff to levels conSIstent wlth



eff1c1ent operat1on, 1nclud1ng the contract1ng out of
serV1ces better handled externally Number to be ret1red
early, 3,300, number to be term1nated, up to 12,000

2) Redeployment package prepared and offered to redundant
workers, package supports re1ntegrat1on 1nto the nat10nal
economy

3) To the extent poss1ble, and uS1ng eX1stlng programs
ava1lable through the Government and other donors, workers
placed in product1ve Jobs

4) Several of CFM's operat1ons spun off, wlth staff and
assets lnto prIvate sector profIt-makIng enterprIses

5) Xal-Xal, Inhambane, and Quelimane raIl lInes (three short
domestIc lInes) closed, and, to the extent possIble, theIr
assets and staff redeployed to other profItable use

IV Expected Impacts

The components to the amendment that address the severance pay
and tra1nlng of redundant staff w1ll have no effects on the
natural or phys1cal enV1ronment

The components address1ng the redeployment of phys1cal assets may
Involve mInor reconstruct1on actIv1t1es and facial repairs to
eXIst1ng CFM bUI1d1ngs and structures No maJor renovat1ons are
antICIpated, constructIon WIll be limited to the min1mum requIred
to make a fac1llty attract1ve for another use Only eX1st1ng
bUIldlng and sltes wlll be 1nvolved 1n such reconstructIon and
restructured fac1l1t1es are not expected to Increase
signIf1cantly the demand placed on local water or san1tation
systems or other Infrastructure w1th effects on the enVIronment

V MonItorIng

Under the technlcal aSSIstance component to the proJect, experts
WIll be prOVIded to IdentIfy, deSIgn, and Implement the
redeployment of phySIcal assets Th1S TA wIll monItor all
construct1on actIv1t1es Includ1ng potentIal envIronmental effects
of such actIv1tIes, and report progress and conclUSIons on a
quarterly baSIS

VI EvaluatIon Program

The proJect has In place an evaluat10n contract whereby scheduled
evaluat10ns are conducted on approx1mately two year cycles
AddIt10nal t1me 1S prov1ded for 1ntermed1ate evaluat10ns to
address spec1f1c areas of concern Elements 1ncluded under th1S
amendment w1ll be 1ncluded to the scope of work under thIS
valuat10n contract
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ANNEX E RAILROAD OPERATIONS

1. The CFM Ra11road and Trends 1n 1tS Performance

Th1S sect10n presents a br1ef descr1pt1on of the CFM Ra11roads,
followed by a short analys1s of h1stor1cal trends 1n performance

1 1 An Overv1ew of the CFM Ra1lroads

CFM lS the parastatal organ1zat1on manag1ng the ra1lroads and
ports of Mozamb1que It lS organ1zed 1nto several d1v1s10ns
(called Dlrectorates) along geograph1cal corr1dors, namely
CFM(N), CFM(C), CFM(S) and the smaller CFM Zarnbez1a. All these
Dlrectorates 1nclude both ra1lroad and port operat1ons, however
thlS overV1ew d1scusses only the ra1lroad operat1ons, whose
track, (unless otherwlse spec1f1ed) lS slngle track of 1 067
meters

111 CFM(N)

The Northern transportat1on corr1dor 11nks the port of Nacala to
a h1nterland coverlng Malaw1 and port10ns of Northern Mozamblque,
partlcularly N1assa Prov1nce A maln 11ne of 615 k1lometers of
slngle track connects the port of Nacala to Entrelagos (on the
Malaw1 border) A small branch 11ne of 42 kllometers connects
the Rl0 Monapo stat10n to Lumbo A branch 11ne of 262 k1lometers
goes from Cuamba to Llch1nga servlng pr1me agr1cultural land In
N1assa PrOV1nce Several maJor grad1ents and curves along the
maln and branch 11nes 11mlt operat1ons to 40-fre1ght car tra1ns
on the maln 11ne wlth elther one or double locomotlve headlngs,
and to 28-car tralns on the branch 11nes

112 CFM(C)

The Central transportat1on corr1dor 11nks the port of Be1ra to
21mbabwe and a central Mozamblque h1nterland A ma1n ra11 11ne
of 317 kllometers of slngle track connects Be1ra to Mach1panda
(on the border wlth 21mbabwe), w1th tralns operated under the
protectlon of the armed forces of 21mbabwe and Mozamb1que
Grades on the Machlpanda 11ne 11mlt operat1ons to tralns carrY1ng
at maXlmum 28 frelght cars A second ma1n 11ne of 335 kllometers
11nks the Dondo ral1 statlon to Sena/V11la Nova de Fronte1ra at
the border

In add1t1on, there are two branch 11nes 1n
branch 11ne goes from D Ana to Moatlze In
(Mozamb1que), a dlstance of 254 k1lometers
very much affected by the lnsurgency 11nks

---- -Marromeu, a dlstance of 88 kllometers

thlS corrldor One
Tete Provlnce

A second branch 11ne,
Inhamltanga to

113 CFM(S)

E-l



The Southern transportat10n corr1dor cons1sts of three ma1n I1nes
each serv1ng a d1fferent 1nternat10nal cargo market The L1mpopo
I1ne goes 522 k110meters through Mozamblque to Ch1cualacual,
carry1ng exports from 21mbabwe to the port of Maputo, and food
a1d 1mports to 21mbabwe on the backhaul ThlS llne lS under the
protect10n of the 21mbabwe and Mozamb1que armed forces, and lS
1ncreas1ng 1n traff1c

A second ma1n llne, referred to as the Goba I1ne, llnks the port
of Maputo to Swazlland, a d1stance of 63 5 k1lometers Normal
speeds of 30 k1lometers per hour are ach1eved on th1S ra1l llne

The R Garc1a ma1n llne has a length of 88 k1lometers llnk1ng the
port of Maputo to a South Afr1ca h1nterland at R GarC1a. Speeds
of 40 k1lometers per hour are ach1eved on th1S llne

1.1 4 The CFM Short L1nes

CFM operates three short ra1l llnes, cons1st1ng of CFM-Zambez1a,
the Xa1-Xa1 llne, and the Inhambane llne The Zambez1a llne
connects the port of Quel1mane to Mocuba wlth 145 k1lometers of
slngle track The Inhambane llne llnks the port of Inhambane to
Inharrlne, a d1stance of 90 k1lometers of slngle track The Xa1
Xa1 llne has two spurs a 0 762 meter slngle track runs from Xa1
Xa1 to Ch1como, a d1stance of 90 k1lometers, a second spur llnks
ManJacaze to Mauele, a dlstance of 50 k110meters w1th another
slngle track of 0 762 meters The CFM lS conslder1ng the
poss1b1l1ty of abandon1ng these short I1nes

1 2 H1stor1cal Trends 1n Performance

In 1973 prev10us to 1ndependence, CFM carr1ed 20 67 m1ll10ns tons
and the trends Slnce have been downwards By 1981 the traff1c was
almost 1/3 of the pre-1ndependence level and stood at
7.767'm1ll1ons tons The traff1c Slnce 1981 lS presented 1n Table
E.1 1, Wh1Ch shows a cont1nued rap1d decl1ne up to 1988, w1th a
slight 1ncrease 1n 1989, only to descend steeply 1n 1990 and more
so 1n 1991.

The traff1c on CFM(N) bottomed out 1n 1986 at 32 3 thousand tons
and has rema1ned stable at levels of around 90 thousand tons 1n
the last four years The traff1c on the CFM(C) decl1ned
cont1nuously Slnce pre-1ndependence levels to 1tS lowest level of
296 thousand tons 1n 1984, but has been grow1ng Slnce and stood
at close to 700 thousand tons 1n 1991 As w1ll be shown later,
the CFM(C) ra1lroad enJoys a compet1t1ve edge 1n 1tS compet1t10n
w1th 1tS r1vals

The most d1smal performance 1n the ra1lroad sector lS prov1ded by
CFM(S), whose traff1C lS 1n a descendlng sp1ral wlth no end In
sight TrafflC levels for thlS rallroad are dangerously close to

E-2
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Table E.1 CFM Histoncal Traffic Tf"EIf1d
.. __ .. .- ......

NET TONS TRANSPORTED (MILLIONS) TON - KMS 'MILlICNS)
YEARS CFMfS CFMIC CFM/N CFM CFMIS CFMIC CRNN CfM

1981 546 182 043 777 794 8 5739 2078 15630
1982 488 130 0.42 674 6413.3 4004 1978 12609
1983 346 048 039 437 4575 130.5 1758 7670
1984 317 030 021 370 3752 697 904 5379
1985 252 031 005 299 1884 883 105 2896
1986 254 037 003 294 1944 987 77 3012
1987 233 048 039 320 159 5 1354 570 3523
1988 212 049 010 211 145 3 1427 169 3059
1989 304 0.63 007 374 2132 1751 142 ..w25
1990 212 0.85 009 306 150 2 2256 456 4214
1991 1.39 070 009 218 102 5 1705 n4 3504

SOURCE: CFM INFORMACAO ESTAOlsnCA. SRECTED YEARS.

•
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affectlng ltS economlc vlablllty Unless prompt actlon lS taken
to reverse these trends ltS lnternatlonal trafflc wlll dlsappear

These downward trends In performance are the consequence of
several factors Certalnly the lnsurgency and war condltl0ns
faclng Mozamblque have affected CFM 's trafflc decllne, but the
adverse effects of the lnsurgency do not provlde the whole story
for the trafflc decllne Increaslngly, the CFM rallroads and
ports exhlblt a poor quallty of serVlce when contrasted wlth ltS
competltors CFM's loss and damage rates and pllferage are the
hlghest In the regl0n when contrasted wlth thelr competltors
Days at ports at Maputo, Belra and Nacala are at least four tlmes
that of South Afrlcan and Namlblan ports All these factors
comblne to negate the natural advantages of shorter dlstances to
ports enJoyed by Mozamblcan rallroads and r~sult ln placlng some
rallroad corrldors, 11ke the Southern corrldor, ln Jeopardy

2 Rallroad Productlvlty and Excess Resources

The analysls of the lssue of labor redundancy lS dlscussed wlthln
the larger context of resource productlvlty, both equlpment and
labor.

2 1 Productlvlty of Locomotlves and Frelght Cars

Table E 2 1 presents trends In locomotlve productlvlty Slnce 1981
for the three CFM rallroads Only the CFM(C) rallroad lS showlng
adequate locomotlve productlvlty rates, In terms of net ton
kllometers per locomotlve In the fleet In fact thlS rallroad's
productlvlty has cllmbed back to levels comparable to those of
the late seventles and early elghtles, alded by ltS trafflc
lncrease The other two CFM ral1roads show low rates of
locomotlve productlvlty and appear to have excess capaclty wlth
respect to thelr current trafflc levels The frelght car fleet
stands at 8,606 cars, but a hlgh percentage of them appear to be
In dlsrepalr As a consequence nelther the South Afrlca
rallroads, nor the Swazlland ral1roads allow the CFM frelght cars
to translt on thelr llnes The end result of thlS practlce lS
that the poor quallty of the frelght cars results In lncreased
transfer costs and tlmes ln translt for shlpments Vla the CFM
rallroads

2 2 Productlvlty of and Redundancy of the Rallroad Labor
Force

The CFM labor force lS presented ln Table E 2 2, WhlCh dlsplays
trends ln the use of labor resources Slnce 1979 At the start of
the decade of the elghtles the CFM labor force, lncludlng
rallroad and port operatl0ns, was 40,499 workers Some labor
force reductlons took place from 1984 to 1988, when lt reached

E-3
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Table E.21 CFM LOCOMOTIVE PRODUCTIVITY 1981 -1991

I NO OF MAIN LINE LOCOMOTIVES I TON - KLOtwETERS PER LOCOMOTIVE (MLLIONS)

I / I I I TON-KMlLOCO I TON-KM'l.OCO I TON-KMILOCO I TON-KM'lOCO 1
YEARS I a:MIS I CFMlC I a:MIN 1 CFM 1 CFMJS 1 CFMIC I a=MtN I CFM I

1981 I 64 1 26/ 11 1 1011 12.41 220 I 18.91 157 1
1982 I 621 261 11 I 991 10..51 1571 1801 12 7 1
1983 I 62 1 261 11 I 991 74 1 501 160 I 771
1984 I 621 261 11 I 991 6.1 I 271 821 54 1
1985 I 62 1 26/ 11 I 991 3 0 1 3 4 1 101 2.9 I
1986 I 561 8( 131 771 3..51 12..31 061 3..91
1987 I 461 8/ 13 I 671 3..51 1691 441 5.31
1986 I 46 1 8/ 131 671 321 17.81 1.31 46 1
1989 I 42 1 7( 11 I 601 5.11 25.01 1.31 671
1000 I 36 1 11 I 11 I 601 4.0 I 20..51 411 7.0 1
1001 1 37 1 11 I 11 1 59 1 2..8' 15..51 701 6.0 I

SOURCE CFM INFORMACAO ESTADISfICA. SELECTED 'fEARS.



1tS lowest level of 26,376 workers However 1t has 1nexpl1cably
1ncreased Slnce then, 1n sp1te of the traff1c decl1nes CFM has
exper1enced As of March 1992, the CFM labor force stood at
34,355 workers

Table E 2 2 also presents the trends In CFM(S) labor force,
show1ng employment lncreases up to 1983 and decllnes Slnce then
The lowest labor force levels were exper1enced 1n 1985, when
CFM(S) employed 13,708 workers By the end of 1989 the labor
force had lncreased to 14,501 employees 1n splte the ra1lroad
exper1enclng slgn1flcant traff1c decllnes

In terms of both workers per track kllometer and workers per ton
kilometer, the CFM ra1lroads exh1b1t the worst mann1ng standards
for ra1lroad operat1ons 1n Sub-Saharan Afrlca To assess the
degree of labor force redundancy 1n the CFM rallroads an analys1s
was conducted apply1ng the labor product1v1ty standards of a
sample of ten Sub-Saharan Afr1ca countr1es (excludlng South
Afr1ca) to the CFM rallroad act1v1ty un1ts Four Sub-Saharan
Afrlca mannlng standards are presented In Table E 2 3, namely

1- the best labor productlvlty standard, WhlCh refers to
the ra1lroad show1ng the lowest mann1ng standard for
each respect1ve staff1ng category (whether mechan1cs,
managers, ma1ntenance of way labor, etc ),

2- a hlgh labor productlv1ty standard, Wh1Ch refers to the
second lowest mann1ng rate for each stafflng category,

3- a med1um labor product1v1ty standard, WhlCh corresponds
to the med1an staff1ng requ1rements per traff1C un1t,
and

4- the worst mann1ng standard, WhlCh 1S presented solely
for comparlson purposes to character1ze the degree of
labor redundancy In CFM

In add1t1on, at the request of USAID, a developed country
standard correspond1ng to the U S Class I rallroad average 1S
also presented The U S standard 1S not appl1cable, Slnce 1t
responds to capital labor ratlos (factor proportlons), and
cap1tal costs/labor costs rat10s very dlfferent from the
cond1t1ons of Mozamblque

The traff1c proJect10ns used as lnputs In the estlmatlon of the
mann1ng requ1rements of CFM are presented 1n Table E 2 4 The
source for these trafflc est1mates are explalned In Sectlon E 5.
Appl1cat1on of the mannlng standards to the trafflc proJect1ons
result 1n the est1mates of labor requlrements presented 1n Tables
E.2.5 to E 2 8. At current traff1c levels, 5,124 workers would
have to d1splaced even under the worst mann1ng standards 1n sub
Saharan Afrlca Wh1le the med1um mannlng standard can be eas1ly

E-4



TABLE E 2 4 Data Input For the EstJrnatlon of Laboc Requirements

I
1991 1996 2000

ITRAFFIC UNITS (MILLIONS)

CHAIN 821 117 2 2~0 .
CFWC 177 5 6481 10684 .
CFWS 1..9 .. "72 .. 6728

CFM ..121 * 12977 19952 .

TRACK KILOMETERS

·CFWN 919 919 919 .
CFWC 88-i ~ f38.4
CFWS 705 705 705

CFM 2509 2508 2500

FREIGHT PASSENGER CAR KILOMETERS (THOUSANDS

·CFWN 8005 1,919 2,740 •
CFMlC 5,2245 19,076 31,447
CFMIS 6,435.6 20,349 28,982.

CFM 12,845.2 • 41.343 63.178.

·LOCOM011VE KILOMETERS (lliOUSANDS) - ··
CFMlN 26828 479 686 •
CFMlC 64828 1,935 3,189
CFMIS 1,101.69 1,277 1,818 •

CFM 2,059 83· 3,691 5.693

NOTES

• INClUDES OPERATIONS ON ZAMBEZIA LINE
- ASSUMES 370 TRAFFIC UNITS PER LOCOMOTIVE - KILOMETER

FOR CFWS AND CFMIN FOR 1996 AND 2000.
llfE EQUIVALENT FIGURE FOR CFMlC IS ASSUMED TO
BE 335 FOR THE SAME YEARS

SOURCE SEE TEXT
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Tallie E2 i Leber ReqlJNment Clr CFM·

Current 1991 1992 1993

Clal6 or Laoor L.eYeI•• Relitlred Stmlus ReOJlred SlrOlus Red.1lred Stmlus

MalnlenmC8 of Wtl'(I "Structures 420i8
Bes1 Slb-Sahare Aftlce RSlro8d U64 2894 1354 2894 1364- 2894

High Slmdard 2.132 2116 2132 2.116 2132 2116

Medum St8ndMl 2809 14139 2809 14139 21309 14139

Low S1mdard 341B6 1fJ2 .3 4186 752 3 <486 752

US Clau I Railroad Arwerege 511 .3 611 fJ11 .3 611 on .3 611

Workshop Eni1neer. " Teotnlol"" 3213
Besf Slb-Sahare Africa RlIIlrollCl 168 3115 .341 2932 523 2150

High Sfmdard 7~ 2526 1629 1644 2603 no
Medum St8ndMl 14121 18S2 .3100 164 4777 (1 50c1

Low S1mdard 21$ 1 138 ii 270 (199'7, BC61 (04 800

US Class I Railroad Arwerage 68 .3 215 1215 3147 193 3000

Traffic Opera1lcn8 41007
Bes1 Slb-Sahara Africa RlIIlrollCl 163 3854 0482 3526 7412 326:6

High Sla'1dard 301 3706 947 30&1 1 044i6 2561

Metium Sl:andMl 394 3613 1242 2765 1909 2096

Low Sfmdard 501 3500 1519 2 -428 2 oi21 1500

US Class I Railroad Arwerege 25 .3982 19 3928 122 38B6

Management & SJppl)l1 SeNOIa 2241
Besl Sib-sahara Africa RallroBd 160 2097 196 2061 2.36 2011

High Slmoard 286 1961 042.01 1823 548 1699

Medum Standard 694 1 :663 10704 1113 10i24 823

Low S1l:r1dard 117£ 0412 2997 (150 4068 (1811

US Cla88 I Rallroed AYerBg8 162 209li 100 2061 206 2042

All Railroad Bnp10)'tl811 13115
Bes1 Sib-sahara Africa RaIlroad 1816 11993 2373 11 4102 2866 10920

High S1a'1dard 3 -457 10308 5 132 8643 6640 71$

Medum Sl:andll"d ~318 8467 8234 5541 ,0920 2856

Low Sfl"ldard 7897 ii 878 13331 0444 18063 (.01278

US Class I Railroad Arwerage 812 12963 961 1281<11 1097 12678

• E.sllmafed by applying 1he laOOr stlrldards pre.ented In Table E 2 3 to 1he SJmmtr')'
1rafflo prQJec1tcn8 presenled In Table E fj 1

... ClJTenl l..eY8ls - /Ill permenent employees BlOudng foreigners and brlgadas de malhoramento

SOU R:E CFM HumSl Re8curC95 Olreclor 7/17/92
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r8bleE.2.8 Labor~~CJfa=M'N

C~nt 1991 1996 2000
Class at lebor Level Recadmd SUrotJs R8Gund SlMllus R8c:lLftd S....,lus

Malntenance ofWf¥fS &~s 962
Best SUb-SehEn AfrIca Railroad 496 406 496 406 ~6 406

Hl~ Standard 761 181 781 181 781 181

Medh..m standard 1.029 (67) 1,029 (671 1,029 (671
Low Standarn 1.2n (315) 1,277 (315 1217 (315J

US Class I Rslmed AV8I8ge 211 751 211 751 211 751

WOIkshop EnglneelS & Ted1nlclans 571
Best SUb-Seham AfrIca Railroad 18 553 33 536 46 523

HI~ standard 85 486 157 414 225 346

Medll..m Sta1dard 161 410 297 274 426 145

Low Standarn 216 305 412 159 590 (191
US Class I ReIroad AVenlge 7 564 12 559 16 553

TraIfIc Operations 731
Best SUb-Saham AfrIca Railroad 31 700 66 665 94 637

HI~ standard 60 671 129 602 185 546

Medll..m standard 79 652 170 561 243 486

Low Standard 100 631 216 515 309 422

US Class I ReIroed AV8I8ge 5 126 11 720 15 716

Management & Support Services 474
Best SUb-Saham Mtc8 Rallroed ~ 425 54 420 57 417
HI~ Standard 63 391 96 376 107 367
Medll..m standard 190 284 224 250 255 219
Low standarn 462 12 552 (16 631 (1571
US Class I Rslmad AV8I8ge 51 423 54 420 56 416

AI Ri*oed Employess 2,738
Best SUb-Seham AfrIca Rallroed 594 2,144 649 2089 696 2042
HI~Standard 1010 1,126 1,164 1574- 1,299 1439
Medh..m Standard 1.459 1,279 1,721 1,017 1953 785
Low Standard 2056 682 2M)8 laO 2606 (10)
US Class I ReIroad AV8I8ge 274 2.4&1 286 2450 301 2437
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Table £2.1 l8bor R8qtkemerj of CFMJC

Q.lrrent 1991 1996 2000

Oass of Labor level Reala'9d St.dJs Re~lred S~s Reaolred SOO)lus

MMltooance ofWa'j8 & StructLnS 1,908
Best SUb-Sahara A1I'Ica Railroad 477 1,431 4n 1,431 477 1,431

Hll1l Standard 751 1,157 751 1,157 751 1,157

Medum Standard 990 918 990 918 990 918

low Starldsrd 1.229 679 1,229 679 1,229 fil9

US Class I R*oad Average 203 1.705 203 1,705 203 1.705

Wortshop En~eers & T9Cttrmans 1,485
Best SUb-Sahara A1I'Ica Railroad 53 1,432 170 1,315 281 1,204

Hrl1l Starldard 254 1,231 813 672 1,340 145

MediLm Standard 483 1,002 1,550 (66 2,555 (1,070

low Starldard 765 720 2,558 (1073' 4,216 (2731

US Class I R*oad Average 20 1,465 63 1422 104 1,381

Traffic ~Elf"8bons 1,4509
Best SUb-Sahara A1I'Ica Railroad 66 1,393 241 1,218 397 1,062

H111l standard 130 1,329 473 986 780 619

Medllm Standard 170 1,289 620 839 1,022 437

low Standard 216 1,243 188 671 1,300 159

US Class I Rairroed Average 11 1,448 39 1,420 65 1,394

Management & SUpport 5eMOes 512
Best SUb-Sahara A1I'Ica Railroad 54 458 80 432 104- 408

Hll1l Starldard 102 410 183 329 258 254

MedlLml Standard 247 265 474 38 685 (11:r,

Low Standard 641 (129) 1,327 (815 1,956 (1 -t44

US Class I RsIroad Average 54 458 70 442 86 426

AI Railroad ~Ioyess 5,364
Best SUb-Sahara A1I'Ica Railroad 661 4,713 969 4395 1,259 4,105

HI~ standtW'd 1,237 4,127 2,221 3,143 3130 2234
M9dILml Standard 1,000 3,474 3,634 1130 5252 112
Low Standard 2,850 2,514 5,902 (538' 8700 (3336;
US Class I Rf*oad A.verage 288 5,076 376 4,988 458 4906
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Table E.2.8 LebarReqLhment of CFMIS

CLmlInt 1991 1996 2000

Class oIlebor Leve'- Re~'red SUmlJs Reat.*ed Sl.M)lus R80L*ed S~IlJS.

MMltenanoe of WetfS &SCruc::t1ns 1,027
Best SUl>-Sahara AfIIca Ralll'08d 381 646 381 646 381 646

HlbtJ standard 599 428 599 428 599 428

Medh.m standard 190 237 790 Z37 790 237

Low standard 980 47 980 47 980 47

US Class I RsIro9d Avemge 162 865 162 865 162 865

WOIbhop Engineers &Tedlnlclans 1,207
Best SUl>-Sahara AfrIca Rallroed 83 1,124 137 1,070 195 1 012

HlbtJ Standard 393 814 659 548 938 269

Medlll11 standard 146 461 1,261 (54} 1796 (569'

LowStandard 1.107 100 2,300 (1,003) 3,275 (2008

US Class I RsIIoad AV8I'IIge 31 1,116 50 1,157 12 1135

TreftIc OpemtJol15 1,&50
Best SUl>-Sahara AfrIca Ral/roed 56 1,594 116 1,474 250 1,4-00

HlbtJ standard 109 1,541 345 1305 491 1159

Medlll11 standard 143 1507 452 1,198. 644 1006

Low standard 182 1,.f.68. 515 1,015 818 832

US Class I RaIro9d Avemge 9 1,641 29 1,621 41 1609

Menegeme~& S~port Services 683
Best Slll>-Sahara Afrk::a Rallroed 47 636 62 621 14 609

HlbtJ standard 99 584 144 539 183 500

Medlll11 Standard 252 431 315 308 434 199

Lowstandard 658 25 1,118 (435 1,411 (788

US CI9S$1 Rslmad AV8I8ge 46 637 56 627 63 620

.AI RsIroad Employess ",567
Best Slll>-Sahara AfrIca Rallroed 566 4,001 755 3,812 900 3667

HlbtJ standard 1,201 3,3-66 1,747 2,820 2211 2.356

Medll.1n S&srldard 1.931 2,636 2879 1,688 3,714 853

lowStsndard 2J3'Zl 1,640 ",972 (<405) 6.545- (1.918.

US CI8lIS I Rslmad AV8I808 2.018 ",319 297 ",270 338 ",229



ach1eved by CFM, th1S standard lS not h1gh enough to put the CFM
ra1lroads 1n a sound f1nanc1al pos1t1on The only poss1ble
cho1ces are the best standard, Wh1Ch would probably be ach1eved
only under the master lease pr1vat1zat1on opt1on, and the h1gh
(or second best) standard, Wh1Ch lS w1th1n the realm of
ach1evement poss1b1l1t1es 1n the pr1vat1zat1on scenar10S other
than the master lease

But even the h1gh standard may not be ach1eved w1thout
slgn1f1cant cap1tal 1nvestments and new technology to ra1se the
product1v1ty of the CFM workforce to the product1v1ty level
lmpl~clt 1n the standard It w1ll be d1ff1cult to reach the h1gh
standard by 1996 even w1th the maJor 1nvestment 1n tra1n1ng
requ~red, ln WhlCh case the medlan standard could be adopted as
an lnter~m standard for 1996, wlth the hlgh standard appllcable
to year 2000. Under the h1gh standard 5,132 workers would be
needed by 1996 and 6,640 workers by year 2000 Tables E 2 6 to
E 2 8 present est1mates of labor redundancy for the three CFM
ra11roads. At CFM(S) only 2,879 workers w1ll be needed by 1996
under the h1gh mann1ng standard, w1th 3,714 workers needed by
year 2,000 More deta1l on the proJect1on of labor requ1rements
by Sk1ll and ra1lroad operat1on funct10ns lS presented 1n Sect10n
analyz1ng the opt1ons for redeploy1ng the excess labor

3 Ra1lroad and Ports Operat1ng Capac1t1es

The operat1ng capac1t1es of the CFM ra1lroad llnes are presented
In Table E 3 1 As shown there the llne capac1t1es are many
mult1ples of the current traff1C carr1ed 1n 1991, however of
part1cular 1nterest for compet1t1on purposes are the maX1mum
tra1n length (In terms of the number of fre1ght cars) that can
trans1t on each llne In the CFM(C) llnes, tra1ns of length not
longer than 28 fre1ght cars can be accommodated, wh1le In CFM(N)
40-car tralns can be transported In the 1ntenslvely compet1tlve
CFM(S) markets, SO-car tra1ns can use the Goba llne to Swaz1land,
and 3S-car tra1ns can use the L1mpopo llne The tra1n length
that can use the CFM(S) llnes lS lower than the 80-100 car un1t
tra1ns (or block tralns)that are typ1cal for the movement of
coal, graln, ores and other bulk commodlt1es In developed
countr1es ThlS capaclty llm1t worsens the competltlve poslt1on

___OL the CFM(S) In competlng aga1nst South Afrlcan ra1lroads for
transport1ng bulk commod1tles

Because of the lmportance that ports play In the rallroad
competlt1on faced by the CFM rallroads, a brlef descrlptlon of
thelr capacltles and qualltles lS In order The maXlmum ShlP
Slzes handled by the Mozamblque ports are 30,000/SO,000 tons at
Maputo,SO,000/60,000 tons at Matola, 20,000 tons at Belra, and
30,000 tons at Nacala The port of Durban, the chlef compet1tor
to the CFM(S) ports, can handle Sh1PS of 60,000 tons Quay length
for bulk sugar are, at 180 meters, ldentlcal at Maputo and

E-S
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TAELE E.3 1 CFM Railroad line Capdy

------------.--------_......-_--------......-.........-..---_...--------------------..._-----------------------------
I I MAXIMUM AXLE LOADS I MAXIMUM TRAIN I MAXIM~ TRAIN LENGTH I CAPACITY I
I lINEANO SECTION I (T<H;) I SPEEOS (KM/HR) I (NO OF FREIGHT CARS) I (MILLIONS OFT~) I
._--------------------------~---~----------------------------------~----------------------------
I CFM'N I I I I I
I (NA.CAI.A. NA.YUCI) I 16 • 2Q 00 - 10Q 40 9 I
I I I I I
I CFMIC I I I I
I (SENAlINE) I 16 I 60 I 28 6 I
I I I I I
I CFMIC I I I I
I (B8RA. MACHIPANOA) I 18 • 2tt 60 - 9Q 35 9 I
I I I I I
I CANS I I I I
I (lItJPCFO LINE) I 20 I 60 - 9Q 35 6 I
I I I I I
I CFMtS I I I I
I (GOBA LINE) I 18 - 2() 50 - 1q 50 6 I
..._. ........__.. II ••••__ • ....... .. ........... _

SOURCE.. WORlO BAN<. SOUTHERN AFRICA OEPARTMENT
INFRASTRUCTURE CFERAT1C»1S DIVISIOO SAOCC TRANSPORT
CORRIDORS STUDY OF FINANCIAl STRATEGY NOVEMBER 1990
ANNEX.A-2, PAGE 1.



Durban But for handllng bulk ores and coal shlpments, the quay
length of 1,400 meters at Durban 1S e1ght t1mes greater than the
180 meters quay length at Maputo In add1t1on, the days In port
at all the Mozamblque ports are 18 days, WhlCh compares
unfavorably wlth the four days at port 1n Durban Loss and
damage and pllferage at Maputo 1S three t1mes as large as the
rate at Durban 1 Exhlb1t E 3 1 presents a descr1ptlon of the
speclallzed port facllltles at Maputo and at the South Afrlcan
ports of Durban and Rlchards Bay

4 Competltlon and Transport Flows

The CFM rallroads operate wlthln very competltlve lnternatlonal
transportatlon markets. The CFM(N) rallroad competes wlth the
CFM(C) rallroad and wlth the Tanzanlan rallroad for shlpments
from MalaWl. The CFM(C) rallroad competes wlth the CFM(N)
ral1road for shlpments from Malawl, wlth Tanzanlan rallroads for
shlpments from Zamb1a, and wlth South Afrlcan rallroads and
CFM(S) for shlpments from 21mbabwe The CFM(S) rallroad competes
w1th CFM(C) and the South Afrlcan ra1lroads for shlpments from
21mbabawe, and wlth the South Afr1can ra1lroads for shlpments
from Swazlland and South Afr1ca

In 1988, CFM(C) carr1ed two percent of all the 1mports from
- Malawl (but no exports) due to the 1nsurgency 1n Mozamb1que,

whlle carrYlng 13 percent of the 1mports and SlX percent of the
exports from 21mbabwe CFM(S) carrled 53 percent of the exports
from Swazlland (but none of the lmports), and nlne percent of the
lmports and 12 percent of the exports from 21mbabwe. 2 In 1991, a
deterloratlon In the serVlce provlded by CFM(S), characterlzed by
large costs of loss and damage and pllferage and long perlods of
stay at the port of Maputo, contrlbuted to CFM(S} loslng 180,00
tons of Swazlland sugar dlverted to Durban (South Afrlca), 90,000
tons of ferroalloys from 21mbabwe sh1fted to Port of Ellzabeth
(South Afrlca), and 100,000 tons of 21mbabwe steel shlfted to
Durban (South Afrlca)

The De Leuw, Cather Internatlonal Llffilted report quoted earller
researched the least cost routes and degree of cOffipetltlon ln
each transportatlon corr1dor by focuslng on the total
dlstrlbutlon costs of sh1pffients Vla alternatlve transport modes
The total dlstrlbutlon costs examlned lncluded transportatlon

lSee De Leuw, Cather Internatlonal Llffilted SADCC
Transportatlon Investment Prlorlty Assessment (STIPA) Vol II
Prepared for USAID-Harare August 1991, page D-3

2See De Leuw, Cather Internatlonal Llffilted SADCC
Transportatlon Investment Prlor1ty Assessment (STIPA) August 1991,
page F-3
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tar1ffs, 1nventory costs wh11e 1n trans1t, transfer costs, loss
and damage costs and port demurrage costs Wh11e the1r slmulat10n
of total d1str1but10n costs focused on h1gh commod1ty values
(1 e $1,000-$2,222 values per ton) and d1d not use actual ra11
tar1ffs, but 1nstead used broad ra11 cost averages per ton
k110meter for each compet1ng ra11road, some slgn1f1cant
conclus10ns emerged Even for h1gh value commod1t1es, h1gh rates
of loss and damage, and long per10ds of stay of 18 days at CFM
ports, the CFM(N) ra11road appeared to be the least cost mode for
transport1ng commod1t1es from Malaw1, wh11e CFM(C) emerged as the
least cost mode for sh1pments from 21mbabwe and Zamb1a However,
the total d1str1but10n costs of sh1pments V1a the CFM(S) ra1lroad
were the largest of all the compet1tors for products to/from
Swaz1land and Zimbabwe Th1S led the De Leuw, Cather researchers
to proJect very low traff1c for CFM(S) for years 1995 and 2000
The1r CFM(S) traff1c proJect10ns of 1 39-2 146 m1ll10n tons for
1996 and 2000 are lower than the proJect1ons presented 1n Sect10n
E.5. 3

Because of the reservat10ns noted above regard1ng the use of h1gh
value commod1t1es and the absence of ra1l tar1ff data 1n the
total d1str1but10n cost compar1sons, 1t was dec1ded to slmulate
dlfferent compet1ng scenar10S of CFM(S) versus the South Afr1ca
rallroads Table E 4 1 presents ra11 tar1ff 1nformat10n on
sh1pments of several key commod1t1es V1a the ports of Maputo and
Durban, show1ng a ra11 transportat10n cost d1fferent1al favorable
to CFM(S) Wh1Ch ranged from $11 to $19 per ton depend1ng on the
commodlty sh1pment 1n quest10n

Table E.4 2 presents the d1str1but10n costs for commod1ty
sh1pments whose value are $1,000 per ton (towards the top values
of the commod1t1es sh1pped through Maputo) assum1ng several port
delay scenar10S at the port of Maputo At the current level of
delays at the port of Maputo (18 days), the d1str1but10n cost
dlfferent1al of $21 63 per ton favorable to Durban 1S larger than
the ra1l tar1ff cost advantage enJoyed by Maputo ($11-$19 per
ton). Thus, there 1S no surpr1se that traff1c has been d1verted
to Durban However, 1f port delays at Maputo are reduced to 15
days (w1th the1r concom1tant proport10nal reduct10n 1n loss and

- ----Aamage), then CFM(S) becomes the least cost mode for the
shlpments of asbestos and 1ron/steel, Slnce 1n these cases the
transportat10n cost d1fferent1al ($17-$19) 1n favor of Maputo 1S
larger than the $16 94 d1str1but10n cost d1fferent1al favorable
to Durban By the t1me the delays at Maputo are reduced to 11
days, the transportat10n cost d1fferent1al favorable to CFM(S)
overwhelms the d1str1but1on cost advantages of Durban, and CFM(S)
shlpments V1a Maputo emerge conv1nc1ngly as the least cost mode

4 1 CFM(S) Compet1t1on 1n Spec1f1c Commod1t1es

3De Leuw, Cather Internat10nal L1m1ted Op C1t page 77
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TABLEE41
FREIGHT RATE DIFFERENTIALS BETWEEN CFM/S
AND SOUTH AFRICAN RAlLRQI\OS 00 SaECTED

CQ&tODITYSHIPMENTS· 1990

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

COMMODITY FROM TO KMS

RAil RATE
PER

T~KM

(US$)

RAIL RATE
PER
TON
CUSS)

I
I

RATE 1
01FFERENTIAL 1

I ASBESTOS.
1 BRfAKBULK

I ZVlSTTAVANE I MAPUTO I
I lVISTTAVANE \ DURBAN I

1071 I
1683\

$00391
00351

$421
591

$17 I
1----------------------------.---- -------------------------------------------------

I FERRO CHROME,
I BRfAKBULK

I K'NEKWE
1 KWEKWE

MAPUTO I
DURBAN 1

12331
18311

$00271
00271

$341
491

S15 I
1

--------------------------------------------------------------------------------------
/ IRONISTER CRUDE,
IBRfAKBULK

1 REDCLIFF
1 REDClIFF

/ MAPUTO 1
1 DURBAN I

1234/
18321

$00361
00341

$441
$631

S191
1

~
C

----------------------------..-----------------------------------------------------
I RAW SUGAR FOR E}(PORfJ CHIREDRJ I MAPUTO I 981 I $00321 $31 I $13 I
I BRfAK BULK 1CHIREDRJ I DURBAN I 1603 I $0027 I 44 I I
...-------------------------------------------------------------------------------
I WHEAT IMPORTS I MAPUTO I LUSAKA I 2178 I $0 029 I $62 I $11 I
I I DURBAN I LUSAKA I TT76 I $0 026 I 13 1 I--------------------------------------------------------------------------------
SOURCE. WORLD BAN<. SOUTHERN AFRICA DEPARTMENT INFRASTRUCTURE OPERATla'toIS DlVrSI~

SADCC TRANSPORT CORRIDORS· A STUDY OF ANANCIAL STRATEGY. Va.. II NOVEMBER 1990,
ANNEX. A-4, PAGE 3.
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TABlEE4.2
OISlRlBI.J11Cft,I COSTS PER T<»l(EXa.~G RAL TARFFS) Fffi SELECTEDSHFMENTSFRadSW~D
(IN U S. 199000lLARS)

I DISlRDJTION COSl5a] I

1 VAlUE / I I RAL / NO I 1 I lOSSAND / PeRT I 1 I
1 PER I I [)I\YS I TRANSIT / a= / INVENTOOY I TRANSFER I [)AMI\GE I CD'lJt\GE I 1 I
1 T~ I 'M. PORT a:: I IN PCRT I [)\YS I TRANSFERS / COSTSbJ I 00815 1 COSTS c] I COSTS c) I TOTAl I DIFFERENTIAl I

1 $1.0001 0lJij3AN I 41 3/ 1 I $2..881 $222/ ~.oo/ $1681 $1116 I ~

1 1 MAPl1TO 1 181 3/ 1 1 &631 222/ 15.00 I 7.561 33411 $2163 1
1 I MAPl1TO 1 15 1 31 1 I 7401 2221 12..801 6..30 I 28nl 16 90f I
1 I MAPl1TO 1 11 1 31 1 I 5151 2221 9.401 .... 621 21991 10211
I I MAPl1TO I 7' 31 1 I 411' 2221 6..001 2..92' 15251 3 47 1

NOlES
a] FmESTIdATING ll-lE TOTAl.. DISTRBJTION COSTS,. THE RAL TARFF COSTOFFERENTW.. t\EEDS TOEEAOOED (SEE TABlE E41)
b] ESTIMA.1ED USING 15'% AS ll-IE RA1E OF ..nEREST
~ ESTlMlEDFRad DE LEUW. CATl-ER INTERNATlot-W...llMlTED SADOC~SPORTATION JtNESTMENT PEIORITY ASSESSKNT (STIPA)

AUGUST 1991. PAGE E-5. AS PROPORTlCIW. lOD\YS IN PORT
TOD\

SOORCE SEE TEXT
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TABLE E 4.3
TOTAl DJSTReUTION COST PER TON OF SELECTED SHFMENTS JULY 1992
(U's.1992 DOllARS)

I 1 I I PORT TARIFF I IllTEREST* I LOSS I I I
I I I RAil I AND I III I AND I TRANSFERI TOTAL I
I COMMODITY SHIPtwENTS 1 PORT I TARFF I AD VALOREU I TRANSJT I DAMA.GE / COSTS I DISTRIBUTION COSTS 1

I ASBESTOS I MAPUTO I 21441 $650 1 $432 $01 $2221 $3448 I
I (BARBERTON SA) 1 DURBAN 1 4351 1 8741 103 01 01 $53281
I / I I I 1 1 I
I CITRUS I MAPUTO I 3060 I 2415 1110 54001 2221 $12207 I
I ~ELSPRUIT.SA) 1 DURBAN / 6151 20M 666 18001 01 $10667 I
I 1 1 I I I
I MOlASSES 1 MAPUTO 1 1614 160 884 01 222 $2880 1
I (MALWULA. SWAZ) 1 DURBAN 1 6419 251 452 01 222 $735O I
I I 1 1 I
I COAl 1 MAPUTO 1 755 373 441 01 222 1797 I
I (l,FAI<A. SWAl) 1 RICHARDS BAY I 1189 419 431 01 2.22 2267 I
I 1 I / I
I COAl I MAPUTO I 1770 373 457 0/ 222 2822 I
I (MIDDLEBURG. SA) I RICHARDS BAY 1 2495 419 441 01 0 3355 I
I 1 1 1 I
I SUGAR 1 MAPUTO I 1720 400 442 1251 222 40341
J (pHOZOMOYO,SWAZ) I DURBAN 1 1874 400 296 1.25/ 222 2819 I
1 1 I 1 I
I STEEL 1 MAPUTO I 4057 8.40 2743 01 2.22 7862 I
I (MIDDLEBURG SA) I DURBAN 1 8469 1058 26602 01 0 12209 1

• ESTIMATEDAT 15 PERCENT INTEREST RATES



ThlS sectl0n analyzes the competltlon faced by CFM(S) In ltS
prlnclpal frelght markets The total dlstrlbutlon costs of ral1
shlpments Vla Maputo and the South Afrlcan ports are presented In
Table E 4 3, WhlCh lS based on data collected by Austral
Consultorla E ProJectos In July 1992

Asbestos. In splte of the slgnlflcant advantage In total
dlstrlbutlon costs enJoyed by CFM(S) In thlS market, Durban has
been capturlng an lncreaslng share of the tonnage moved ThlS has
occurred because wlth ShlPS for the Far East servlng Maputo every
21 days, there are more shlpplng opportunltles through Durban,
WhlCh has weekly serVlce Thus, the tendency to ShlP Vla Durban.

Cltrus Whl1e conslderable amounts of cltrus are handled by
Maputo, the total dlstrlbutlon costs of shlpplng through Durban
are already 20 percent smaller Shlpments to the Far East Vla
charters use Durban because of Japanese food quallty regulatlons
that are not met at the port of Maputo

Molasses CFM/s enJoys a slgnlflcant advantage In total
dlstrlbutl0n costs In thlS market, and has been able to hold off
the South Afrlcan competltlon

Coal Whl1e CFM/s lS stll1 the least cost competltor ln the
competltl0n wlth Rlchards Bay, lt lS so by a small margln The
South Afrlcan rallroad and port are offerlng 20 percent dlscounts
In thlS market, thereby ellmlnatlng the Maputo advantage Coal
lS shlpped In larger shlpments at Rlchards Bay, turnlng the
balance agalnst CFM(S) Hlgher costs at Maputo relate to tlmes ln
port, and fewer shlpplng opportunltles ThlS lS a CFM(S) market
under competltlve pressure

Sugar. Longer tlmes ln port and huge loss and damage and
pllferage costs have ellmlnated the dlstance advantage enJoyed by
CFM(S) (It lS now cheaper to ShlP sugar through Durban and the
frelght trafflc flgures reflect thlS.

Steel. Whl1e Maputo enJoys a cost advantage ln steel shlpments,
South Afrlcan steel uses Durban prlmarlly because ocean shlpplng
costs are cheaper there The only steel shlpments currently
uS1ng Maputo orlglnate ln 21mbabwe

Conslderlng that shlpments through Maputo are characterlzed by
bulk commod1t1es wlth lower values per ton than $1,000 (sugar,
for example, lS less than $250 per ton 1n the London futures
market), there lS stl11 hope that CFM(S) can recuperate some of
the trafflc dlverted to the South Afr1can ports 1f port delays at
Maputo are reduced to 11 days, that lS, almost cut ln half from
current levels, and If loss and damage and pl1ferage can be
controlled through a systematlc program of cargo securlty at both
the CFM(S) ra11road and ports The traff1c proJectlons for CFM(S)
presented 1n the next sectlon assume that port delays at Maputo
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and loss and damage wlll be reduced to the competltlve levels
presented In Table E 4 2, consequently these proJectl0ns are
larger than those developed In the De Leuw, Cather report

5 Ral1road Demand ProJectlons

ProJectlons of the net tonnage and net ton-kllometers were
developed for the three transportatl0n corrldors followlng
several assumptl0ns regardlng the prevalence of peace In the
area, as well as much needed lmprovements In cargo securlty at
both ralls and ports, and lmprovements In waltlng tlmes for
loading and unloadlng at Mozamblque's ports

The proJectlons assume peace condltlons In the transportatlon
corr1dors w1th no armed assaults on the rallroads or the1r
property The flrst proJect10n year corresponds to three years
after peace preval1s The flrst proJectlon year has been assumed
to correspond to 1996, that lS three years after peace lS assumed
to occur at the end of 1992 A second proJectlon year 1S 2000,
wh1ch was selected to permlt comparlsons wlth proJectlons of
traff1c flows conducted by other researchers

The assumptlons regardlng tlme In trans1t and loss and damage
rates are as follows Ral1road translt days from Swaz11and to the
port of Maputo are assumed to be reduced to two days, lower from
the 1990 level of three days, by assum1ng non-stop express
tra1ns, WhlCh cons1derably reduce the loss and damage experlence
on thlS ral1 corrldor Slml1arly the tlme In translt from
Z1mbabwe to the port of Be1ra lS assumed to be reduced from the
16 days experlence of 1988-89, wh11e tlme In trans1t from Malawl
to the ports of Nacala and Belra are assumed to be reduced from
the 15-16 days experlenced In 1988-89 Port days at the
Mozamblcan ports are assumed be reduced from the current level of
18 days at port to 7-11 days, that lS, 1mproved yet stl11 above
the South Afrlcan port experlence In addltl0n, 1mprovements In

____ c~rqo securlty at CFM ra11 and ports are assumed to be made, so
that the loss and damage rate on the transportat10n corr1dors of
Mozamblque are reduced from the current rates of 1 2-1 5 percent
to 0.6 percent The lmprovement In cargo securlty wl11 requlre
both the runnlng of non-stop lnternatlonal cargo tralns, as well
as 1nvestments In secur1ty~systems at ral1road yards, statlons
and port termlnals

5 1 Domestlc Cargo ProJectlons

Domest1C cargo tonnage was proJected on a product by product
baS1S for CFM(S) for 1996 (or three years after peace) The
follow1ng products were proJected at thelr peak levels of the
early e1ghtles

L1mestone 42,000 tons
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Cement
Fuel
Stone
Food Suppl1es
Other unspec1f1ed

36,000 tons
58,000 tons
56,000 tons

199,000 tons
562,000 tons

The result1ng 1996 traff1c 1S close to the 1982 traff1C level A
Sllght growth 1S proJected for year 2000

The domest1c cargo traff1c of CFM(C) 1S proJected at levels
comparable to 1983 for both proJect1on years Slm1larly, the
traff1c on CFM(N) 1S proJected close to the 1982-83 traff1c
levels for years 1996 and 2000 The proJect10ns are presented 1n
Table E 5 1

5 2 Internat10nal Cargo ProJect1ons

Internat10nal cargo proJect1ons were developed on a corr1dor
baS1S as follows'

521 Northern Corr1dor

-----~he 1996 proJect1on for CFM(N) assumes that the peak traff1c of
1981-82 1n tea, tobacco and m1nerals from Malaw1 w1ll be
recovered three years after peace arr1ves 1n the corr1dor The
year 2000 proJect1on comes from De Leuw, Cather Internat10nal
L1m1ted4 The 1nternat1onal proJect1ons on th1S corr1dor are
below those 1n the recent TRANSMARK study (January 1992) of th1S
corr1dor The result1ng 1nternat1onal cargo proJect1on for the
Northern corr1dor 1S presented 1n Table E 5 1

522 Central Corr1dor

Sh1pments from Zamb1a were proJected as 84,000 tons for years
1996 and 2000, comparable to 1987 levels The tonnages from
Malaw1 were proJected at 1981 levels for 1996 21mbabwe sh1pments
were proJected to grow at 9 5 percent annual rates to year 1996
Th1S 1S the rate of growth exper1enced by the tonnage from
21mbabwe 1n the h1gh growth per10d 1982-1988 The year 2000
proJect1ons for the Central corr1dor were taken from the DeLeuw,
Cather study referred to earl1er 5

5.2 3 Southern Corr1dor

Flows from 21mbabwe, Swaz1land and South Afr1ca uS1ng the CFM(S)

4De Leuw, Cather Internat10nal L1m1ted
Investment Pr10r1ty Assessment (STIPA) Vol
for USAID-Harare August 1977

SADCC Transportat1on
I, page 77 Prepared

5De Leuw, Cather Internatlonal Llmlted Op Clt page 77
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ra11road were proJected on a product by product bas1s for 1996
Th1S proJectlon lS presented ln Table E 5 2 and shows the tonnage
transported from each country proJected at thelr peak trafflc
durlng the elghtles, wlth the exceptlons of mlneral shlpments
from South Afrlca and sugar shlpments from Swazlland In the case
of the Swazlland sugar, trafflc WhlCh has already been lost by
CFM(S), lt was assumed that lmprovements ln port sugar handllng
technology by the port of Maputo, use of speclallzed rall frelght
cars for transportlng sugar and reductlon ln loss and damage
rates ln thlS corrldor would enable CFM(S) to recuperate all the
sugar trafflc lost by year 2000 All the other non-sugar trafflc
on th1S corrldor 1S assumed to grow at the moderate rate of SlX
percent from year 1996 to 2000 The resultlng proJectlons,
presented ln Table E.5.2, are smaller than the proJectlons
presented ln the De Leuw, Cather study clted earl1er, study WhlCh
assumed stlll hlgh rates of loss and damage, tlmes 1n translt and
long per10ds of stay at the port of Maputo and for CFM(S). It
should be ObV10US that the recovery of lost traff1c on CFM(S)
will requlre lnvestments ln 10glStlCS, cargo securlty systems and
port technology necessary to compete effectlvely wlth shlpments
Vla the South Afrlcan ports of Durban and Rlchards Bay Table
E 5 3 compares proJectlons from the maln corrldor studles
conducted recently

5 3 Passenger Trafflc ProJectlons

Passenger trafflc on the three corrldors were proJected at thelr
peak levels durlng the elghtles, after adJustments for the degree
of competltlon from road trafflc In the Central corrldor, where
CFM(C) competes wlth a good paved road, lt was assumed that only
25 percent of the prevlous peak trafflc would be retalned The
other two corrldors experlence less road trafflc competltlon,
Slnce they compete wlth poor quallty roads As a consequence ,lt
was assumed that only 50 percent of the peak passenger trafflc

____ would be retalned In the competltlon wlth busses and plck-up
trucks In the Northern and Southern Corrldors The passenger
trafflc proJectlons are presented In Table E 5 1

6. Rallroad Operatlonal Improvements Needed

PreVlous sectlons have focused on the competltlve markets In
WhlCh CFM operates, partlcularly the lntenslve competltlon from
the South Afrlcan rallroads faced by CFM(S) ThlS sectlon brlefly
dlscusses the operatlonal lmprovement needed to make CFM an
effectlve competltor The dlScusslon starts by focuslng on the
lnterdependence of rall and port operatlng strategles As
dlscussed In Sectlon E 4, the hlgh levels of delay (18 days) at
the CFM ports are very adversely affectlng the competltlveness of
CFM(S) ln ltS struggle to compete wlth the South Afrlcan
rallroads The flrst order of bUSlness should be to concentrate

E-ll



TABLE £51
TRAFFIC PROJECTIONS SUMMARY

1001 1006 2000

TONS TRANSPORTED (ll-IOUSANDI •

CFWN 890 I 3601 . 7120

NATIONAL 509 1160 196 0
INTERNATIONAL 382 • 2441 • 5160 I

CFMlC 6000 · 1,7755 2,9570 •

NATIONAL 2260 · 3155 I -4350 •
INTERNA1I0NAL -4730 · 1,-4600 • 2,5220 •

MALAWI 17 9 · 4580 . N.A
ZAMBIA 97 · 0-40 . N.A
ZIMBABWE «6-4 · 9190 • N.A

CFMIS 1,385 1 3,3110 I 4,90-40 •

NATIONAL 5203 9330 • 1,1530
INTERNATIONAL 9649 · 2,3790 3,751 0

ZIMBABWE 1100 I 627.0 , 7920
SOUTH AFRICA 5006 1,272 0 1.606 0
SWAZILANDIA 155.2 4790 1,353.0

.
CFM 2,181.6 · 5,446 6 . 8,573.0 •

NAllONAl. 805.6· . 1,364 5 1,784 0
INTERNATIONAl 1,376.0 I 4,082.1 I 6,789.0

• INClUDES THE ZAMBESIA LINE AS 'NELL

SOURCE. SEE TEXT
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T,qu: E 2.2 CFU PERSONNEL- SElECTED YEARS 1979- 1902

I 1 1 1 I I I I I JUNE 1 1 I I I I UARCH I
1 eFU I 1119 I 1980 I 19a1 I 1982 J 1993 I 11i184 I 1985 1 1996 I 1987 1 1988 1 1989 1 1990 1 1991 I 1992 I

1 DIRECT RAIL I I 1 19,I13I 19,933 1 I 18,3631 17,2511 17,1961 14.427 1 14,057 ( 1 15,138 I 1 I
1 DIRECT PORT I I I 18,1781 18.183 I 1 13,9201 11,733' 9,9231 10,8581 10,1661 ( 18,9261 1 I
1 UNALLOCATED I 1 1 2,4(1$1 2.141 I I 2,0511 1,734 1 1,711i1 I 1,5531 2,1531 I 2,4S1 1 1 1
1
1 TOTAl I NAI NA.I 40,499l 40,2571 N A.I 34,3391 30,7181 28.7381 26.8381 26,3761 NAI 37,1451 NAI 34,,355 I
I
I CFMfS I I 1 1 1 ( I I I 1 I 1 I

f I I 1 I I I 1 1 1 I 1 I
I DIRECT RAIL I I I 7,2641 7,271 1 ( 6,138 ( 5,4921 6,,238 ( 5,631i1 1 5,5171 1 5,228 I
1 DIRECT PORT 1 I 1 8,8781 8.876 1 ( 9124' 7,6161 6,,003 I 75631 6,9711 ( 8,420 I
I UNAlLOCATED 1 I 1 6'811 6821 1 19:91 6001 5751 5341 1,167 ( 1 8561
1
I TOTAl 1 13,2941 135811 168211 16,.82" I 17,0451 16,0611 13,7081 12.816 1 13,1361 13,61551 NAI 14,5011 NAI NAI

SOURCE. CFM. INFORMACAO ESTADISTICA. SELECTED YEARs..
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Table E 23 l.8bor PlOduclNl.y SkIntWdB

: DERNmONOF • BEST SOB-SAHARAN HIGH MEDlUU LaN Us ClASS 1
lABOR REQUIRElENTS FOR STANDARD : AFRICAN RAILROAD STNfOARO' STNfOARD STANDARD RAILROAD A.VERAGE·

··I - MAINTENANCE OF Et.FLOYEES
WA.Y AND STRUCTURES • PER TRACK - KM 054- 085 112 139 023

:
II - LOCClUOTIVE REPAIRS - lOCOM011VES - KM

PER t.ECHANIC 17.451 3.174 2.008 1,8:36 47120

111- FREIGHT AND PASSENGER _ CAR -IOAS PER
CAR REPAIRS t.ECHANIC 320 3"2 63,.504 32.535 12~ 871 101

-
IV - TRAFAC OPERATIONS • UlLLlONS OF TRNRC

UNITS PER EMPLOYEE 2.69 137 1046 0822 1642

·
V - UANAGEMENT AND OVERHEAD • AS PERCENT OF .

FUNCTIONS • ALl OTHER PERSONNEl: 9~ 111~ 15~ 290% 23,.0%
·· •

SOURCE ESTIUA.TED FROM THE RECORDS OF TEN RAILROAD COMPANIES
IN SOB-SAHARAN AFRICA(EXCLUDES SOUTH AFRICA)



SOURCE. SEE TEXT
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TABLE E52
INTERNAnONAl TRAFFIC PROJECnONS

CFMlS
(THOUSANDS OF TONS)

1900 2000

FROM ZIMBABWE

FERROAlLOYS 70 •
STEEL 177 •
ASBESTOS 68'
MAIZE 75 •
SUGAR 190 •
ALl OTHERS 38'

621 792* •

FROM SOUTH AFRICA

COAL 179 .
STEEL ~.

CITRICS 130 •
ASBESTOS 75 •
MINERAL PRODUCTS 50
All OTHERS 17-4 •

1272 . 1606 •

fROM SWAZJlAND
•

SUGAR- 95. 380
COAL 130 • ·MOlASSES 126 • } 700· •
MAIZE 18 •
ALlOTIiERS 110 264 ·.

479 • 1353 ·

• PROJECTED AT 6 % ANNUAL GROWTH fROM 1996 TO 2000
- ASSUMES 25 % OF SUGAR TRAFFIC RECUPERATED BY 1996 AND

100 % RECUPERATED BY 2000.

SOURCE. SEE TEXT



TABlE E 5 3
COW'ARlSONS OF TRAFFIC PROJECTIONS OF SEVERAl STUDIES
(THOUSANDS OF TONS AND MILLIONS OF TON KMS)

I CfMIN
I
I
I
I
I

I
t
I

eRNe

CfMIS

I
I
I

STUDY I

YEAR I

1
100519Ej
--l

TONS I
TON~

I
2000 I
--l

TONS I
T~

I
I

199619q
--t

TONS I
TON~

I
2000 I
--l

TONS I
TON~

I
I

199619ft
---i

TONS I
TON~

I
2000 I
----i

TONS I
TON~

I
I

THIS I
STUOY I

JUlY,1Q92 I

I
I
I

360 11
n.21

I

7120
1460

1,n5
6151

2,951
1,031.4

",9()4
4818

1
DElEUW, 1
CATHER I

INTERNAnONAl I

AUGUST, 1991 I

I
I
1

48041
N.A~

I
I
I

516 I
N.A.I

I
I
I
I

2,522--3,<4161
NAt

I
I
I

2,522-3,41~

NA~

I
1
I
I

982-1,294\
NAI

I
I
I

1,392-2,1-461
NAt

I
I
I

TRANSMARK I

JANUARY, 1992 I

I
I
I

N.A~

277-2871
I
I
I

NA~
NAj

1
I
I
I

N~

N~

I
I
I

NAj
N.A.I

I
1
I
I

NAj
N.A.I

I
I
I

NA(
NA(

HAMBURG
PORT

CONSULTING
GROUP

1981 I

I
I
I

658-940/
332-i751

I
I
I

808-1,1541
300-5651

I
I
I
I

NAI
NAI

I
I
I

NAI
NAI

I
I
I
I

4,517-M531
495-7081

I
I
I

5,373-7,6761

566-81°1

SOURCES

DE LEUW, CATHER INTERNATIONAL LIMITED SAOCC TRANSPORTATION INVESTMENT
PRIORllY ASSESSMENT (STIPA) AUGUST 1001 PREPARED FOR USAID - HARARE.
AUGUST 1001 PAGE 61

HPC (HAMBURG PORT CONSULTING GMBH). CFM TECHNICAL ASSISTANCE AND TRAINING NEEDS
ANAl REPORT HAMBURGltMPUTO 1991, PAGES 1 11 - 1 14

TRANSMARK. STUDY OF THE CfM/N CORRIDOR JANUARY 1992, PAGE 6 1..



on reduc1ng the delays at the port of Maputo and 1tS hlgh rate of
loss and damage and p1lferage The followlng paragraphs perta1n
to ra1lroad 1mprovements

6 1 Ra1lroad Cargo Secur1ty

The CFM rallroads, part1cularly CFM(S), are not 1mmune to the
problem of cargo secur1ty Th1S problem 1ncludes the assaults on
CFM tra1ns and loss of 10comot1ves on the CFM(S) llne, as well as
the p1lferage that occurs to shlpments at stat10ns and rallroad
yards Slnce most of the assaults on CFM(S) tra1ns occurs In a
10-k1lometer sect1on, Solut1on of thlS problem lS posslble,
1ndeed the CFM(C) ra1lroad has already managed to overcome th1S
problem The problem of p1lferage could be mlnlm1zed by runn1ng
non-stop tra1ns to/from Maputo to the borders, that 1S by
m1n1m1z1ng the opportun1t1es for p1lferage by rallroad employees
and the local populat1ons In add1t1on, a comprehens1ve program
of cargo secur1ty should be 1mplemented Th1S program would
lnclude a shlpper 1nformatlon system to trace the 10cat1on of
~~~~ shlpments at all t1mes

In add1t10n, cargo secur1ty at ra1l stat10ns and yards needs to
be lmproved 1n a systemat1c fash10n through securlty measures,
such as. emploYment screen1ng, employee 1dent1f1cat1on tags,
proper fenc1ng and guarded entry gates, controlled and exclus10n
areas, outs1de and protect1ve 11ght1ng, locks, padlocks and h1gh
securlty seals for the fre1ght cars, alarms and patrol guards
These same techn1ques should be used for port cargo secur1ty

6 2 Use of Un1t/Block Tra1ns for Bulk Commod1t1es

Competlt1on for coal cargo, and other bulk commod1t1es (such as
graln) In the Southern corr1dor w1ll requ1re 1mprovements 1n
tra1n length, Slnce the South Afr1can compet1tors can be expected
to lncreas1ngly use un1t tra1ns (80-100 fre1ght cars) for the1r
traln movements The problem w1th match1ng the South Afr1can
rallroads 15 that the CFM llnes have the1r capac1ty llm1ted to
28-50 car tralns A start should be made to commence operat1ng
40-50 car tra1ns 1n the Southern corr1dor, w1th the Vlew of
eventually 1mprov1ng the llne to accommodate 80-car tra1ns and
compete more effect1vely on coal markets

6 3 Improvements 1n the Fre1ght Car Fleet

The current fre1ght car fleet has two problems F1rst, 1t lS 1n
such a state of d1srepa1r that the CFM cars are not allowed to
translt 1n the rall llnes of the surround1ng countr1es, Wh1Ch
creates the need for extra transfers and 1ncreases ra1l trans1t
tlmes and the total d1str1but1on costs of sh1pments 1n h1ghly

_____~~mp~t1t1ve cargo markets, such as Swaz1land, 21mbabwe and South
Afr1ca
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A second problem lS the need for more speclallzed cars For
example, the frelght cars used for transportlng bulk sugar In
South Afrlca are unavallable In the CFM fleet There lS an urgent
need to modernlze and update the frelght car fleet used to serve
the lnternatlonal trafflc

6 4 Reduclng Rall Translt Tlmes and Improvlng Locomotlve
Productlvlty

It currently takes three days of translt for shlpments from
Swazlland to reach the port of Maputo, thereby negatlng the
advantage of shorter dlstances to the CFM ports An effort should
be made to reduce translt tlmes through a comblnatlon of p011Cy
optlons llke : runn1ng un1t tra1ns, runn1ng non-stop tralns to
the borders, 1mprov1ng the wagon fleet so that the CFM fre1ght
cars can trans1t on other ra1lroads In the reg10n, and
negot1at1ng agreements w1th the ne1ghbor1ng countr1es to exped1te
cargo handl1ng at the borders (llke paY1ng for customs at the
port on the exports from the nelghborlng countrles) Locomotlve
productlvlty lS at an all tlme low In the Northern and Southern
corrldors, WhlCh need to be ralsed to the product1vlty levels of
CFM(C)

7 Prospects for CFM Flnanclal Vlablilty

Th1S sect10n presents an analys1s of the current f1nanc1al
pos1t1on of CFM1s ra11road operatlons and ltS future prospects A
separate analys1s 1S provlded for CFM(S) ra11 operatlons

7 1 CFM Current F1nanc1al Status

The prof1t and loss statements of CFM are presented In Table
--E 7:1 These f1gures show that CFM had a pos1t1ve cash flow 1n

1987 and 1988, but that the cash flow turned negatlve 1n 1989 and
has been growlng ln negatlve terms Slnce then The negatlve cash
flow of CFM 1n 1991 rose to MT 1,510 6 m11110n A closer look at
Table E.7 1 reveals that the revenues from the rallroad
operatlons of CFM dld not cover thelr dlrect salary expenses from
1988 to 1990, and then only showed a pos1t1ve balance of revenues
over salary expenses ln 1991 as a consequence of a maJor lncrease
1n the ra1l tarlffs In contrast, the revenues from CFM port
operat1ons have always shown a healthy surplus over the d1rect
salary expenses at the ports The concluslon lS that port
operatlons have been conslstently contrlbutlng pos1t1ve cash
flows to CFM, whlle the ra1lroad operatlons have been a
conslstent draln on the flnances of CFM.

In V1ew of the fact that the ra11road accountlng system does not
permlt a thorough allocatlon of costs between rallroad and port

E-13
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TABLE E71
CFM PROFIT AND L()SS STATEMENT

(MUIOHS Of MEllCAIS) •

1991 1900 1009 1008 1001

RALROAD SECTOR

REVENUES 15358.3 00019 59904 43683 25482
LESS DIRECT~ EXPENSES 133501 10165 7 88883 47111 2244 7

20082 ( 4163 8) 26979) 4048 ) 3005

PORT SECTOR

REVENUES 42,002 5 291376 244917 14,251 5 600s9
LESS DIRECT~ EXPENSES 94857 646S5 58987 31950 1635.2

:.f3 496.8 226721 185930 11056 5 5,2281

ornER REVENUES 13,634.4 10.158 7 S 119.4 13421 9638

LESS UNALLOCATED GENERAL
EXPENSES 506500 288143 188574 100849 48410

NETINCOME
(EXClUDING DEPRECIAT1ON) ( 15106) ( 1413 ) 429 ) 10089 16518

.. USC 1 =2.900 MTS

SOURCE CFM INFORMACAO ESTADIST1CA. SELECTED YEARS



TABU~ (; 7 2
ALLOCATION RULI:S
FOR ASSIGNMENT OF COSTS
TO a:M RAILROAD
AND PORT OPERATIONS IN 1001

PERCENT ASSIGNED TO

EXPENSE ACCOUNT ~LOCATION RULE RAILROAD PORT

DIRECT AAlLRON) SALARlES OlRECTLYASSIGNABLE 100% 0%
DIRECT PORT SALARJES DIRECTLY ASSIGNABLE 0% 100%
DIRECT SAlARJES PROTECTION FORCE PROPORTIONAl. TO DIRECT RAlLRO,4D 50% 50%

SAl..ARJES OF THE PORT PROTECTION FORCE"
PENSIONS PROPORTIONAl. TO DIRECT RAILROAD 585% -415%

&PORT SALARIES (VARIES BY RAILROAD)
REVENUE DISCOUNTS ASSIGNED TO FWLROMJS 100% 0%
FUEL PURCHASES ASSIGNED PROPORTIONAl.. TO FUEL USE - 706% 29-4%

AT RAJLRO,t,DS~D PORTS (VAAJES BY
fWLROAD) 100% 0%

NJTO FINANcw..4ENTO ASSIGNED TO RAILROADS 100% 0%
TRAINING OF 8RJGADAS DE MEJORAMENTO ASSIGNED TO RAILROADS 100% 0%
EXPENSES OF ClUB FERROV1AAlOS ASSIGNED TO RAILROADS 100% 0%
EXPENSES OF PROTI;CTION FORCE PROPORTIONAL TO RAlLROADIPORT

PROTECTION FORCE DIRECT SAlARJES - 60% 60%

OTHl:iR EXPENSES

SH.£S TAX ON PURCHAS£S
GENERAl SUPPLIES
ELECTRICITY AND WATER
EMPlOYEE TRAVEL EXPENSES
TELEPHONE mD TELEX
OTHERPlJRCHASES NON SPECIFIED

} ASSIGNED IN PROPORTION TO ~L OTHER ASSIGNABLE COSTS (VAAJES BY
RAILROAD) (0 77 METICAlS PER ASSIGNED COSTS TO FWL AND PORTS) •

NOTES
• THE EQUIVALENT FIGURE FORCFMIS IS 115 METICAlS PER ASSIGNED COST TO RAILROADS ANO PORTS
.. ASSUMED TO BE EOUAI.. IN THIS EXERCISE
- THE FUEL USE PROPORTIONS FOR CFWS~ 10 e%FOR THE RAILROAD me 29 -4 %FOR THE PORT



TAaEE7.3
CFM PROFIT AJ't,[] LOSS STATEMENT
(RALRONJ OPERAT leNS O~Y)
SELEtrTEO YEARS 198&AND 1gg1
/IJIID 1996 /IJIID 2000PROJECTIONS
(MLlIONS OF t.£TICAIS) •

1996 2000
(AT CONS'rNolT 1991 PRICES) (Al CONSTANT 1991 PRICES)

..... gaS 0] 12 &21 c]

133050 13 :1>50

1650 bl 12800 bl

35080 S 35080 6

(11094 6) 11,500 ~

13Q6 0

1S :1>5&.3

13 :1>500

... 269A dl

:1>5 c.JOS el

(S130411)

1991
(AT Cu:R:NT PRICES)

906?' d]

6.9?,S 0 I]

.. 1711

.. 368?,

(&,2481)

1988
(AT C1J~NT PRICES)

OTI-£RGE~ EJ<F'ENSES

FE\I1:NLES

DREcn SALARY

FLEL.
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operatl0ns6, an attempt was'made to allocate rall and port costs
on the basls of lnformatlon external to CFM To that effect a
World Bank 1990 study 7 was used to separate the rallroad portlon
of the unallocated other general expenses of Table E 7 1 from the
rall portlon for the Central and Southern corrldors ln year 1988
The World Bank study allocated 73 percent of unallocated other
general expenses to rall ln the Southern corrldor, and 83 8
percent ln the Central corrldor (no estlmate was provlded for the
Northern corrldor) Addlng the costs of the two corrldors
resulted ln the asslgnment of 77 6 percent of the CFM unallocated
other general expenses to the rall operatlons ThlS rall cost
proportlon, albelt large, was used to assess the net cash flow
from CFM rallroad operatlons ln 1988 A set of allocatlon rules,
presented ln Table E 7 2, was deslgned for asslgnlng the
unallocated general expenses for 1991. The resultlng cost
allocatlons are presented ln Table E 7 3 These flgures show the
CFM rallroads experlenclng cash flow losses of MT 8,246 ml1llon
ln 1988 and MT 37,342 mll1lon ln 1991

7 2 CFM Future Flnanclal Prospects

CFM revenues and expenses are proJected for years 1996 (three
years after the breakout of peace) and 2000 The proJectlons,
presented ln Table E 7 3, use constant 1991 prlce levels, and
assume that the 1991 expense levels for dlrect salary and other
general expenses allocated to the rallroad wlll remaln constant
ln real terms (after adJustment for lnflatlon), that lS, that
dlrect salarles and other general expenses wlll grow at the rate
of lnflatlon. Assumlng that the revenue per net ton kllometer
transported remalns constant ln 1991 prlces, the rallroad
revenues are proJected ln accordance wlth the trafflc proJectl0ns
presented ln Sectlon E 5 On the baS1S of the trafflC proJectl0ns
presented earller, CFM wlll stlll experlence a negatlve cash flow
ln 1996, as shown ln Table E 7 3, even lf they hold the llne on
wages and general expenses Breaklng even (on a cash flow basls)
under these condltlons wlll requlre reduclng the CFM rallroad
staff by as much as 7,396 workers However, by the year 2000 CFM
rallroad operatlons wll1 show a proflt, proflt to be lncreased to
MT 22,684 mlll10n (1991) lf the 1996 labor force reductl0n of

6The CFM proflt and loss statement does not lnclude
depreclatlon expenses, WhlCh are unavallable due to the fact that
the rallroad and port assets have not been valued In addltlon,
lntervlews wlth CFM accountlng and flnance offlclals, and thelr
consultants, lndlcate that the current accountlng system lS unable
to provlde costs of commodl ty shlpments or even to allow an
allocatlon of rall/port costs

- 7World Bank Southern Afrlca Department Infrastructure
Operatlons D1V1S1on SADCC Transport Corrldors Study of FlnanClal
Strategy Vol 2 Annex C-1 November 1990, pages 5 and 6
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TABLE E 14
CFWS PROFIT AND LOSS STATEMENT

(MIWONS OF METICAlS) *

1001 1000 1009 1988 1991

RAILROAD SECTOR

REVENUES 4,1527 • 3,4405 • 4,392 7 • 3,4515 1,0018 •
LESS' DIRECT SAlARY

EXPENSES 5,9683 • 4,9224 . 4,5125 • 2,5193' 1,065 0

.( 1,8158)'( 1,4819) • ( 1198 ) 932.2' 8266 •
PORT SECTOR •

REVENUES 21,5576 • 14,858 7 • 12,0175 • 6,8440 3,6311 '
LESS DtRECT 8Af.N«

EXPENSES 4,S-i96 • 3,129 8 • 2,828 7 • 1,6971 ' 9().4 9 •

16,708 0 ' 11,728 9 9,1888 ' 5,1569 • 2,726.2

OTHER REVENUES 1,364 4 • 2,3786 • 2,148 4 • 4276 ' 3738 •

LESS UNAlLOCATED
GENERAl
EXPENSES 21,2423 • 10,1790 • 9,7713 ' 5,322 3' 2,4904

NET INCOME
(EXCLUDING DEPRECIAnON) •( 4.985 5). 2,446.6 , 1.446.1 1,194.4 1,4362

• 1 USD =2,900 MTS

SOURCE. CFM INFORMACAO ESTADISnCA. SELECTED YEARS



TABLE E7i
CFMJ5 PROFIT AND LOSS STATEMENT
(RAILROAD OPERATIONS ONLY]
SELECTED YEARS 1988AND 1991
AND 1996 AND 2000 PROJECTIONS
(MILLIONS OF METICAlS)·

REVENUES

DIRECT SALARV

FUEL

OlliER GENEIW.. EXPENSES

NET INCOME
(EXCWOING DEPRECIATION)

REQUIRED lABOR FORCE
REOUC1l0N TO BREAKEVEN
CO 1 Ii MILUON an PER
PERSON. YE'AR IN 1~1J

19138
(AT CURRENT PRICES)

804i1S

2.S1gS

eaS6d]

3,3491 a]

{3alZ 6J

"1 USD-29oo MTS

1991
(ATCURRENT PRICES)

-1162 7

59693

6222 dj

13069 8 e]

(16606 8)

1996
(ATCONSTANT 1991 PRICES)

13,629001

69683

1212 b]

130688

(8.129 SJ

4006

2000
(A.TCONSTANT 1991 PRICES)

197630c)

59683

10267 b]

130688

3008

o

r-

,q?

NOTES a ESTIMATED ON THE BASIS OF THE SWOY WORLD Bl\NIC. SOUlHERN AFRICA DEPARTMENT SADCC TRANSPORT CORR! OORS A STUDY OF FINAN::;IAL
STRATEGY VOL II ANNEX C - 1 PAGE I)

b FUEL USE WAS PROJECTED PROPORTIONAL 10 'THE GROWlH IN LOCOMOTIVE -KILOMETERS
o REVENUES WERE PROJECTED ASSU MING CONSTANT 1991 REVENlJES PER NET 10N- K1 LOMETERS TRANSPORTED
d ALLOCATED ro THE AAILROAO PROPORTIONALTO ITS 01 ESEL AND GASOLINE USE
• ALLOCATED ACCORDING TO THE ALLOCATION RU LES PRESENTED IN TABLE E 82



7,396 workers goes 1n effect

7 3 CFM(S) Current F1nanC1al Pos1t1on

The ra1l and port operat1ons of CFM(S) showed a negat1ve cash
flow 1n 1991, after runn1ng pos1t1ve cash balances dur1ng the
earl1er per10d presented 1n Table E 7 4 The ra1lroad operat1ons
of CFM(S) have not generated enough revenues to cover the d1rect
salary expenses of the ra1l workers Slnce 1989, a sltuat10n Wh1Ch
worsened 1n 1991 1n sp1te of the tarIff Increases.

Allocat1ng the other general expenses 1n accordance w1th the
proportIons used In the World Bank study referred to earlIer for
1988 and the allocatIon rules presented In Table E.7.2 for 1991,
results In a negatIve cash flow of MT 15,507 mIllIon for the rail
operatIons In 1991, a large Increase when contrasted to the 1988
losses presented In Table E.7 5.

7 4 CFM(S) Future F1nanc1al ~rospects

The revenues and costs of CFM(S) were proJected to 1996 and 2000
uS1ng the same 1dent1cal methodology used 1n the analys1s
presented 1n SectIon 7 2 These proJectIons use the CFM(S)
traff1c proJect1ons presented In Sect10n E 5 Table E.7 5
presents the f1nanc1al proJect1ons of CFM(S), Wh1Ch exh1b1t a
large cash flow def1c1t of MT 6,129 m1ll1on (1991) 1n 1996
However th1S def1c1t 1S slgn1f1cantly reduced by year 2000, when
the cash flow becomes pos1t1ve CFM(S) w1ll cont1nue to show a
cash flow def1c1t by 1996 and w1ll requ1re a maJor labor force
reduct10n of 4,086 workers 1n order to avo1d cash flow def1c1ts
then By year 2000, the CFM(S) w1ll be operat1ng w1th a Sllght
pos1t1ve cash flow If the maJor labor force reduct10n of 1996
goes 1nto effect, the pos1t1ve cash flow by year 2000 wIll
1ncrease to the level of MT 6,429 m1ll1on (1991)
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ANNEX F ANALYSIS OF CFM SHORT LINE RAILWAYS

CFM lS conslderlng the closure of three short llnes because of
low trafflc volumes and revenues These llnes are Zambezla, Xal
Xal, and Inhambane, whose respectlve dlstances and current
trafflc levels are presented In Table F 1 A summary of the
sltuatlons of these llnes and of the analysls conducted
concernlng thelr vlablilty follows

1. Short Llne Trafflc

__ Trafflc on the short llnes lS extremely low, a fractlon of what
~t used to be. All three llnes are affected by both the
lnsurgency and road trafflc competltlon The Xal-Xal 11ne has
road competltlon all the way to ManJacauze, but no road serVlce
la avallable to the ends of the llne at Chlcomo and Mauele
because of elther a poor road (Chlcomo) or a non-exlstent road
(Mauele) Both of the other llnes Zambezla and Inhambane suffer
adversely from road competltlon The Inhambane Ilne carrled
30,000 passengers In 1981, trafflc WhlCh has evaporated on
account of road competltlon and the lnsurgency

Only the Zambezla llne stlll carrles notlceable trafflc stone
and bUlldlng products, petroleum products, corn, wood and cashew,
amountlng at present to 1200 tons annually No rall-dependent
flrms eXlst In Xal-Xal or Inhambane

1 1 An OverVlew of CFM/Zambezla

The Zambezla Llne runs 148 kms from the Quellmane port to Mocuba
In central Zambezla Provlnce, the Jumplng off pOlnt for roads
WhlCh lead to what were once some of Mozamblque's most productlve
agrlcultural reglons CFM/Z lS organlzatlonally unlque, the
rallway's only completely domestlc llne WhlCh has dlrectorate
status and lS granted more managerlal atounomy than the short
llnes of elther Xal-Xal or Inhambane

Currently plagued by securlty and equlpment problems as well as
by the war's nearly total dlsruptlon In the tea, slsal, cashew,
cotton and malze produclng lands to the north and east, the
rallway currently operates two mlxed tralns per week Prlnclple

____ products shlpped down the llne at present are tlmber (logs) for
export, stone and gravel to Quellmane for constructlon, and small
amounts of cashew and slsal Important products moved up to
Mocuba are food (both donated rellef commodltles and commerclally
lmported ones), petroleum products, and general consumer goods

The posltlon of CFM/Z In the reglonal transport economy lS
condltloned by ltS relatlonshlp wlth the trucklng lndustry In
the flrst place, because the rallhead lS 100-200 kms from the tea
areas (earller the source of most trafflc and one of Mozamblque's
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most lmportant exports untll 1982), mlddle dlstance haulers feed
the ral1 11ne Durlng the early lndependence era, CFM ran
reglonal trucklng operatl0ns WhlCh tranferred goods to rall,
Slnce the separatl0n of C A Caml0nagem as an autonomous state
enterprlse In 1984, llnks have been less strong Increaslng
prlvatlzatl0n of the trucklng lndustry In Zambezla has further
weakened the truck to ral1 tranfer at Mocuba for all but heavy
goods

Because the CFM/Z 11ne runs essent1ally parallel to Zambez1a's
ma1n h1ghway, many haulers avo1d delays and transfer costs by
trucklng d1rectly to port However, 11m1tat1ons of hlghway
brldge welght capaclty 11mlt the loads WhlCh can be carrled by
truck, and CFM rates are at least 20 percent lower for heavy bulk
commodltles than parastatal trucklng rates, and up to half the
cost of prlvate haullng In any case, competltlon between ral1
and road between Quellmane and Mocuba lS an lmportant feature In
any assessment of the rallway's future role

CFM/Z operat1ons are slgn1f1cantly overstaffed for present
trafflc levels An average of two tra1ns a week make the 12-14
hour Journey to Mocuba Wh1Ch once took four Large numbers of
support personnel are underut1l1zed, CFM/Z ma1nta1ns only f1ve
statlons along 1tS llne, havlng closed three durlng the 1980s
The only lmportant lnland loadlng p01nts for frelght are at the
Mocuba rallhead and from SlX sld1ngs WhlCh 11nk lndustrlal sltes
-cotton and slsal processlng plants, a ceramlC brlck and tlle
factory, a quarry, etc --to the llne

Ma1ntenance of way staff (approxlmately one per kllometer of
11ne) clear brush and replace sleepers as they fall, however
budgets do not perm1t rout1ne relacement of wooden sleepers
(c1ted at 15,000 per year dur1ng colon1al t1mes and now less than
200), thus the cond1t1on of the 11ne has deterlorated
slgn1f1cantly Workshop personnel ma1nta1n and rehab1l1tate
steam locomotlves as well as routlnely rebu1ld fre1ght and
passenger cars Many of these malntenance operatlons can be seen
as emploYment of labor 1n compensatlon for the extreme
undercapltallzatlon of CFM/Z, the only slgn1flcant new lnvestment
In CFM/Z Slnce 1975 has been second hand equlpment passed down
from Belra as operatl0ns there have shlfted to dlesel

The prospects for CFM/Z remaln uncertaln The port of Quellmane
has been slated for renovat1on beglnnlng In 1993, 1ncreaslng 1tS
berthlng, transfer, storage and contalner capacltles Agrl
cultural product1on In Zambezla lS expected to rlse rapldly and
slgn1flcantly--by at least 10 t1mes wlthln flve years after
peace. The World Bank 1S currently appralslng an lnvestment
program for smallholder product1on 1n Zambez1a. In addltlon, the
flow of construct1on materlals and other heavy cap1tal goods to
Alto Zambezla from the port of Quellmane lS expected to be large
enough to tax transport 1nfrastructure slgn1f1cant1y dur1ng the
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lABLEF 1
SELEe:tED TRAFFIC DA1AOOT~&tORT LItE RAILROADS

~a: JUN:.30,19li121-----------------------------------------I 1 XAh)CAI LNE 1 ZMCBEZIA. LNE I IN-I1lM3ANE LNEI 1-----------------------------I J XA..xAJ •CHICOMO 1riO KMS I WEl NAl'£-MACLBA 1fiOlCMS I NHAMBAN:. -IN-fARRlt.E 90 J<7aAS J
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I I I I J
I PASSeNGERTICKETS SOLO J 154~) 69181 107 )
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I 1 I I I
I FREIGHTTRAFF Ie I I I I
I 1 I I I
I TONS J 1e~ I 15962 I 110 I
I T(]II~S (000) 1 13.4 I $265 J 9 II) I
I I I I I
I NO OF TRANS J I I I
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I TRAlN-KlLOr.AETERS I ... a10 I 6,200 I 152011 I
I I I I I
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TABLE F2
S£LEcn:;:D FINANCIAl. INFORMATION ON THE SHORT LI~ RAILROADS
ItS OF JUNE 30 1002
(IN 1002 METICAlS)·

, I XAI-XA1 LINE ZAMBEZlA LINE I INHM1BN-lE LINE I
I I

'

I REVENUES (000) I e412 I 107;es I 10,843 I
---------------11------__11-------11-------11

J

PASSENGER REVENUES I 2 103 I NAt NAt
FREIGHT REVENUES I 2 16-4 I NAl NAl
bTH£R REVENUES I 2 146 I NAt NAt
1--------------II------~I-------tI--------11

'I EXPENSES (OOO) I 106191 I 620~ I 112;620 I
-------------ti I I-----~t

ISALARlESANDWAGES I 76.1-431 211.816 I NAt
GENERAL EXPENSES 18732 , 402,1391 NAt

IEXPENSES ON PROTECTION FORCES I 11,311 I El.978 I NAl
I 1 1-------11

NET CMH FLOW INCOME I (00 779)1 (513 eea)1 (111677>1
------P-ERSO--NNE-L------11 196 I 7931------294~1

RAILROAD WORKER I 162/ 7931 2941
PROTECTION FORCES 1 34 I NAj NAj

I 1 'I '1------1'REQUIRED LABOR FORCE: RECUCTION I
roB~N I I ,

I(0 1 6 MILLION MT PER PERSON - YEAR> I (!1 1 342 I 74 I
~ -------tl 1-------11

RAIL COSTS PER TON TRANSPORTED (000) 1 58-4 I 1437 I 1,023 I

"1 USO=2QOO MrS



TABLE: F.3
TRUCKlRAJl COST COMPARISONS ON TH~ SHORT lIN~ RAILROADS
AS OF JUNE: 30 1992 (THOUSAND MHICI\IS) •

I XAl-XAILINE I lAMQI::ZIA LINE I INHAMBANE LINE: I
I I I I
I TRUCK SERVICE GOOD DIRT ROAD TO I PARALElL TO THE I PARALELL TO THE I
I ....VA1LAB ILiTY MMlJACAUZE I NATIONAl. HIGHW....Y I NATIONAL HIGHW....Y I
I UNIMPRO~D DIRT ROAD I (IN SOME: ST....TE OF I I
I MAJACl>JJZE-eHICOMO 1 DISREPAIR) 1 I
I NO ROAD TO MAUlELE 1 I I
1 I I I
1 FIRMS PROVIDING COMPETING CAMIOGEN I CAMIOGEN I ~IOGEN I
I P1SSENGERJFREIGHT SERVICE OLIVEIRA TRANSPORT 1 PRIVATE FIRMS I I, (PASSENGERSERVICE TO , INDEPENDENT TRUCKERS I I
I tmiJACAUZE) I I I
I
I TRUCKIRAIL COST COMPARISON I I , I
I I I , I

ITON-KMS , 13.' 32eSI 901
RAlLCOSTS I 100 1911 6209331 1125201
TRUa<COSTS 60261 1224371 33761

1 I
1 SAVINGS FROM LINE CLOSING I 1011661 4964961 109146 1
I ., usa =2.000 MrS

NOTE

a ESTIMATED A.T 376 METICAJS PER TON-KM FOR CAMIOGEN SERVICE
(INCLUDING 226 METICA.IS PER TON-KM A.T OFFICW.. TARIFF RATES
60 PERC£NT EMPTY RETURN AND AN 11 PERCENT SURCHARGE FOR
SECURITY PROTECTION SERVICE )

•



reconstruct1on effort It 1S extremely 11kely that the flow of
goods 1n and out of Zambez1a w111 grow rap1dly 1n com1ng years

However, the poss1b111ty of Subst1tut1ng truck for tra1n
transport calls 1nto quest10n the ra1lway's future role Clearly
CFM/Z has lost 1tS pos1t10n 1n the passenger market, 1t 1S too
slow and too 1nflex1ble to be attract1ve to any but the poorest
passengers Should 1nvestment 1n re1nforc1ng or rebu1ld1ng
br1dges and the roadbed from Quel1mane to Mocuba be made, heaV1er
loads may be able to move by road, further erod1ng the
compet1t1ve advantage of the ra1lway for fre1ght traff1c

It 1S clear that w1th reduct10ns 1n staff on par w1th those
proposed system-w1de and w1th real1st1c expectat10ns for the

_____g~owth of traff1c 1n com1ng years, CFM/Z operat1ons could reach a
break-even p01nt earl1er than some of the larger 1nternat1onal
CFM llnes But the extreme undercap1tal1zat1on of CFM/Z makes
th1S short-term f1nanC1al break-even m1slead1ng. Unless CFM/Z 1S
recapital1zed slgn1f1cantly, ma1nly through 1nvestment 1n llne
renab1l1tat1on but also 1n 10comot1ves, roll1ng stock, and other
equlpment over the m1ddle term, 1tS operat10ns w111 be ne1ther
competlt1ve nor susta1nable

A thorough feas1b1l1ty study of the prospects for CFM/Z 1S
requ1red 1n order to assess 1tS potent1al long-term techn1cal and
econom1C vlab1l1ty Only on the baS1S of accurate traff1C
proJect1ons, recap1tal1zat10n requ1rements, deta1led staff1ng and
operat1ng cost proJect10ns, etc can the deC1S1on of whether or
not to close the llne, pr1vat1ze 1t, or rehab111tate 1t w1th1n
CFM be taken wlth conf1dence

Whlle the closure of the ZambeZ1a llne would be a slgn1f1cant
blow to the local economy, espec1ally 1n Quel1mane, 1t would not
ellmlnate transport access to rural Zambez1a Road transport
would eas1ly Subst1tute for lost ra1l fac111t1es 1n transport of
passengers and 11ght goods Heavy goods and local produce for
export may rema1n the problem

The questlon of whether ra11-port llnks from Mocuba are more
efflclent than road-port llnks, requ1res further study An
assessment of the 1nvestment and operat1ng costs of the ent1re
reglonal transport system 1n ZambeZ1a 1S needed 1n order to place
any decls10n regard1ng CFM/Z 1n context It may be that over the
mlddle run the Zambez1a llne 1S an econom1cally v1able and
1~E9_rtant llnk from Mozamb1que's most product1ve h1ghlands to the
natl0nal and export markets

2. F1nanc1al Results From Operat10ns

As shown In Table F 2, all the short llnes exh1b1t negat1ve cash
flows for the flrst semester of 1992 Xa1-Xal's and Inhambane's
negatlve cash flows range between MT 100 to 112 m11110n as of
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June 30, 1992 The Zambez1a's negat1ve cash flow lS f1ve t1mes
larger, but approx1mately equal on a per ton basls These cash
flow def1c1ts are a negl1g1ble proport1on of CFM's operatlng
deflclts The labor force reduct10n requ1rements to break even
on cash flow are 67 workers at Xa1-Xa1, 342 workers at Zambez1a
and 74 workers at Inhambane The cost per ton of fre1ght
transported exceeds the value per ton of the commod1t1es
transported 1n all the three short 11nes

3 Road Compet1tlon

Both the Zambezla and the Inhambane 11nes compete wlth parallel
truck and passenger serV1ce along the prlnclple south-to-north
nat~onal h1ghway. The road, however, 1S ~n some state of
d1srepalr north of Que11mane, where the depth of the base and
sub-base and brldge supports are not sufflc1ent to support heavy
trucks.

The lssue of road compet1t1on on the Xa1-Xa1 hlnterland lS more
complex A good dlrt road eXlsts from Xa1-Xa1 to ManJacauze over
Wh1Ch trucklng and passenger serV1ce lS ava1lable from Camlonagem
and prlvate entrepreneurs ManJacauze and Chlcomo are 11nked by
an un1mproved dlrt road WhlCh lS In slgnlflcant d1srepa1r, but no
truck1ng and passenger serVlce lS prov1ded Only a tra11 lS
ava1lable to Mauele

Comparlsons of ral1 costs wlth trucklng costs presented 1n Table
F.3, reveal that trucklng costs at off1clal rates (assum1ng 50

---percent empty return and heavy securlty) are much smaller than
rall, and that overall cost sav1ngs would be real1zed by the
short 11ne closlngs That lS, based on present trafflC and
personnel costs, the llnes should be closed solely on economlC
cr1terla However, soc1al conslderat1ons play an lmportant role
1n abandonment declslons, as lS dlscussed below

4. Soc1al Conslderatlons

4 1 Loss of Transport to Rural Areas

Social 1ssues pertalnlng to the closure of the short rall 11nes
concern the loss of moblllty to the resldents of Chlcomo and
Mauele on the Xa1-xal 11ne, and the need to convert the ral1
Ilnes' property and assets to productlve use, whl1e safeguard1ng
and protect1ng the soclal use of some of the property

Th1rty weekly passengers rlde the Xal-Xal 11ne 1n each d1rect1on
If this 11ne lS closed, these travelers would lose thelr mobl11ty
and access to markets and health care avallable through the ra1l
serVlce However, the passenger and frelght traff1C generated by
Ch1como and Mauele 1S too small to Just1fy a maJor road
lnvestment At construct1on costs of $5,000-$20,000 per
k~lometer of dlrt road, It would be cost-effect~ve to malnta~n a
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skeleton ra1l serV1ce 1n lleu of bU1ld1ng even 150-k1lometers of
low qual1ty road to these places

Another problem w1th 1nvest1ng 1n road 1mprovement to Subst1tute
for a closed Xa1-Xa1 Ilne concerns the numerous r1vers that would
requ1re br1dges, Slnce eX1st1ng ra1l br1dges are the most narrow
1n the CFM system, they would requ1re w1den1ng to carry veh1cles
A related lssue concerns whether the road Xa1-Xa1 to ManJacauze
has suff1c1ent traff1c to upgrade 1t to an all-weather gravel
road Traff1c volumes of 50 veh1cles per day (or 25 trucks/buses/
vans) would be requ1red for the 1mprovement to be v1able, from a
benef1t-cost analys1s v1ewpo1nt

Thus the expense of replaclng Xal-Xal rall servlce, lmportant for
soc1al reasons even 1f not prof1table, may be greater than that
of absorb1ng Its losses for several more years unt1l post-war
development of product1on Just1f1es road construct1on

In add1t1on to the loss of soc1ally 1mportant transport
fac1l1t1es, closure of the short Ilnes w1lI effect the
commun1t1es, espec1ally 1n the port towns, where the1r operat1on
are located

4 2 Loss to Commun1t1es of CFM Owned Soc1al Infrastructure

CFM's real estate property along the short 11nes lS extens1ve At
Xa1-Xa1, CFM owns the stat1ons, the manager's house, four
warehouses (two already rented to the pr1vate sector and one used
grat1s by a prov1nc1al furn1ture factory), two large yard shops
used to manufacture k1tchen furn1ture), 48 houses, the best
sports stad1um 1n the town, and the Clube Ferrov1ar1a, Wh1Ch 1S
the center os soc1al act1v1t1es 1n Xa1-Xa1 In Quel1mane,
Inhambane and Mocuba CFM 1S slm1larly endowed w1th extens1ve
propert1es, many used by the general commun1ty and for publ1C
purposes

The soc1al uses of the Clube Ferrov1ar1a's fac1l1t1es, the sports
stad1um, and the bU1ldlng hous1ng the health cllnlc should be
protected for the general publlC by transferrlng responslblllty
for admlnlsterlng them to the provlnclal government, under the
condlt1on that the soc1al serVlces rendered w1II be ma1nta1ned
and opened to the general publ1C Current res1dents of CFM

----~ous1ng and CFM employees should also have flrst opt1on of
rentlng or uSlng CFM fac1l1t1es

5. Recommendat1ons Regard1ng Short Ilne Closures

WhIle there are strong econom1C arguments for the closure of
CFM's three short 11nes, cons1deratlon of factors un1que to each
Ilne makes the recommendat1ons for each case d1fferent The
followlng recommendatlons on each Ilne can be advanced
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5 1 The Inhambane Llne

ThlS llne, WhlCh had been closed from 1970 to 1980, should be
abandoned The flrst ten kllometers of track should be kept open,
Slnce they are needed for the Natlonal Rallway school Convert
CFM's soclal-orlented property In Inhambane to publlC use

5 2 The Zambezla (Quellmane) Llne

It lS premature to close thlS llne because It has some economlC
potentlal. A full scale feaslblllty study should be undertaken
to analyze the economlC vlablllty of rehabllltatlon and/or
prlvatlzatlon of the llne Attempts should be made to flnd a
pr1vate buyer (preferably a local buyer) for th1S ra1lroad

In the meanwh1le, large scale rehab1l1tat1on act1v1t1es should be
postponed. A manpower reduct10n of at least 342 workers should
be lmplemented to brlng expenses In llne wlth revenues PubllC
use faCllltles (stadlums and clubs) assoclated wlth thlS llne
should be transferred to the provlnclal government

If adequate trafflc lncreases fall to materlallze In peace tlme
condltlons, the llne should be closed

5 3 The Xal-Xa1 Llne

On purely economlC grounds, the Xal-Xal llne should be closed
But the flrst 50 kllometers of track and steam locomotlves should
be kept (mothballed) pendlng a tlme when the tourlst trafflc to
the Xal-Xal beaches materlallzes Operatlon of thlS stretch of
the Xal-Xal llne as a tourlst faclllty may ultlmately be
profltable, preferably under the ausplces of a prlvate owner or
lessor

However, there are strong soclal reasons to suggest that the
strlct economlC dec1s10n of closure lS not appropr1ate for th1s
11ne The cost of runnlng the rallroad lS conslderably smaller
than the cost of bUlldlng poor quallty dlrt roads to Chlcomo and
Mauele. Thus the llne should be left open lf the government's
pol1cy 1S not to adversely affect the mob1l1ty of these
resldents

In any event, CFM should further reduce the staff of thlS llne by
at least 67 workers to br1ng expenses more 1n llne w1th recelpts.
No lnvestments In lmprovlng the track should be undertaken
Skllled labor and personnel ln the yards should be encouraged and
asslsted to go lnto prlvate manufacturlng Key rallroad property
w1th soclal/publlC uses should be admlnlstered by the provlnclal
government and opened to the publlC
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ANNEX G ANALYSIS OF OPTIONS FOR REDEPLOYING LABOR

1 Staff Prof1le

Accurate staff1ng f1gures have proved very d1ff1cult to
obta1n Manpower plann1ng stat1st1cs are not systemat1cally
kept 1n CFM Monthly staff returns are made to the Human

__ Resources Department ln the General Dlrectorate but dlfferent
collectlon and presentatlon systems are used by each Executlve
D1rectorate and llttle effort 1S made centrally to collate the
lnformat1on and turn lt 1nto current management lnformatlon
The flnal flgures used to assess levels of excess staff In the
var10US areas and departments are deemed to be as accurate as
posslble. (See Table G 1 ) Some dlscrepancles In totals wlll
be found In tables showlng the age and educatlon of the work
force as data came from dlfferent sources

As shown In Table G 1, the Mozamblque Rallroad (CFM) currently
employs total of about 19,900 permanent workers, 13,775 ln the
rallroads and 6,155 ln the ports Of the total number of
permanent workers approx1mately 60 percent are unskllled w1th
less than four years of educatlon And 24 percent are above
the age of 50 years

The stafflng flgures shown exclude 952 permanent employees and
2,799 temporary workers ln the Brlgadas de Melhoramento
(rehabllltatlon brlgades) who work solely on donor funded
track lmprovements and do not come lnto the frame of normal
CFM actlvlty They also exclude 11,352 temporary workers 1n
the ports to whom CFM has no legal responslbllltles and who do
not come lnto the scope of thlS study

Almost all staff over the age of 60 have now left CFM due to
the pOllCy of early retlrement that has been ln force for two
years. ThlS has been an effectlve po11Cy In sheddlng staff who
are ln the unsk11led categorles where the maJorlty of excess
15 to be found Where data lS avallable (from CFM/N) almost 70

- per cent of those retlred early were ln Group III, the baslc
unsk1lled manual labor category Many workers, however, ln
th1S category, whlle not havlng the ablilty to be promoted are
h1ghly skliled In thelr trades after years of experlence and
1n some cases could be a loss to thelr departments

The work force lS In general very poorly educated ThlS lS
largely a h1stor1cal legacy from colonlal tlmes when Afrlcans
rece1ved no educatlon, so reduclng staff ln the upper age
ranges should gradually lead to a better educatlonal balance
In the work force Unfortunately young people are often stlll
not recelvlng much educatlon and ln CFM/C (where the
1nformatlon lS ava1lable) 140, or 11 percent, of employees
under the age of 30 are lillterate Only 9 percent of the
ent1re work force ln CFM/C has an educat10n above prlmary
level (6th grade)

There 1S currently a pOllCy not to take any recru1ts who have
less than 9th grade educatlon CFM prov1des llteracy classes
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Table G 1 ProftIQ of eFM's Poonanenl Staff

Total CFM Staff

Maintenance Traffic WOfbhop Management TOTAl TOTAl TOTAL
Way &Struetur{i Opgratk>ns .... &Suppon RAILWAY PORT STAFF

CFWS 1027 1650 1207 6B3 4567 2915 70482

CFWC 1008 1459 1485 512 536-4 2125 7489

CFMlN 002 731 571 474 2738 947 3685

CFMIZ 223 167 138 195 723 168 891

GEJn Dnc1 383 383 3113

Total ·H20 .c007 3401 22"7 13775 6155 19930

Educatfon proflle*

Malntooanoo Traft1c Workshop Managemen1 TOTAl TOTAL TOTAL
Way & Struetur{i OooraUons .- & SuPPQl1 RAILWAY PORT STAFF

tat. 1,001 576 372 247 2,106 001 3,177
1-3 years 1,001 760 1,020 5B5 .c,275 1,910 6,185
Uyears 1,050 1,354 1,400 819 4,722 2,110 6,832
7-8 years 73 1,100 175 215 1,652 738 2,390
9-10 years 82 112 274 295 763 341 1,104
111h year 11 7 4 43 65 29 94
CoIege 2 5 37 29 73 33 106
UnlVefSfly 0 4 11 14 29 13 42

Total 4120 4007 3401 2247 13775 6155 19930

Maintenance Traffic WOfbhop ~nagement TOTAL TOTAl TOTAl
Way &Structurt ODeratJons Eoollleenna &Suooort RAJLWAY PORT STAFF

18-25 196 199 421 200 1,016 454 1,470
26-30 274 405 453 386 1,518 678 2,196
31-35 694 574 440 366 2,074 927 3,001
3&40 762 549 422 313 2,046 914 2,960
41....5 653 704 521 301 2,179 974 3,153
46--60 490 574 375 239 1,678 750 2,428
51-55 543 506 417 251 1,719 768 2,487
56-60 507 491 351 183 1,532 685 2,217
>60 1 3 1 8 13 6 19

Total 4120 4.007 3401 2247 13775 6.155 19930

-1VJe and Education Profile Compile from Reports recerved from reglOr18l CFM's Offices



and encourages employees to 1mprove the1r academ1c
qual1f1cat1ons through even1ng classes The Nat10nal Ra1lway
School at Inhambane prov1des academ1C educat10n from grade 6
up to grade 9 as well as vocat1onal tra1n1ng

Wh1le CFM 1S overstaffed 1n the unsk11led areas of work 1t has
a ser10US shortage of good qual1ty staff 1n techn1cal and
manager1al pos1t10ns

-- The restructur1ng and the streaml1n1ng of Mozamb1que Nat10nal
Ra1lroad Company, w111 d1splace approx1mately 10,300 permanent
workers 1n the ra1lroad department and approx1mately 3,450
permanent workers 1n the ports The number of redundant
workers 1S est1mated as the dIfference between CFM's current
labor force and calculated labor requ1rement The labor
requ1rement analys1s takes 1nto account traff1c est1mates for
1991 for the four 11nes -- CFM/South, CFM/Central, CFM/North
and CFM/Zambez1a, and selected ra1lroad performance standards
for the second best Afr1can ra1lroad company (h1gh standard)
see Table G 2 - Work Force Attr1t1on

USAID through th1S proJect wants to ass1st the Government of
Mozamb1que (GRM) to absorb as many as poss1ble of these
redundant workers 1nto the product1ve economy The redundant
work force w111 be taken off CFM's payroll through attr1t10n,
and several redeployment programs

2 Attr1t1on

Real1st1cally 1t w111 be m1d-1994 by the t1me that the proJect
f1nanc1al manpower study on CFM 1S completed and approved for
lmplementat10n Dur1ng th1S per10d of approx1mately two years
there w111 be natural attr1t1on of the eX1st1ng work force
through a comb1nat1on of res1gnat1ons, d1sc1pl1nary
d1sm1ssals, med1cal d1sab111t1es, death and ret1rement

It 1S est1mated that normal attr1t1on exclud1ng ret1rements
w1II reduce the work force by approx1mately 4 percent or 660
employees over the two years, wh1le normal and accelerated

- ------retJLrements at age 60 w111 account for a further reduct10n of
3,300 employees, prov1d1ng a total reduct10n of 3,970 workers
See Table G 2 Work Force Attr1t1on

To fac111tate accelerated attr1t1on 1t 1S proposed to
1ntroduce a spec1al severance scheme for those employees who
w111 reach 55 years of age or more by the end of 1994 On a
phased bas1s dur1ng 1993 and 1994 3,300 such employees w1II be
prov1ded w1th a spec1al severance payment of up to three
months pay per two years of serV1ce unt11 they reach the age
of 65 or have completed 35 years total serv1ce, wh1chever
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TIble G.2 Work Force Altrllion

Prorected AtlrIIon 1992·Mid 19~ AttritIon
CUrrent 1991 Retrement other Total Adjusted

Clsss ofLabor Lever Reaulred SllrOkJs Proaram attrition Altribon Surplus

Mamtenance ofWays & structures ",248
Best Sub-5aha18 AfrIca Railroad 1354 2890( 777 139 916 1977
High Standard 2132 2116 777 139 916 1,200
MedIUm Standard 2809 10439 177 139 916 523
Low Standard 3486 762 617 145 762 (0
US Class IRailroad Average 577 3671 777 139 916 2755

Wortshop Engmeers &Techmclsnll 3273
Best Sub-5aha18 Africa Railroad 158 3115 540 109 649 2,0(66
High Standard 748 2525 540 109 649 1876
MedIUm Standard 1421 1852 540 109 649 1,203
Low Standard 2135 1138 540 109 649 489
US C1ase IRailroad Average 5& 3,215 540 109 649 2565

Traffic OperatIOns 4007
Best Sub-5aha18 AfrIca Railroad 153 3854 669 1304 803 3051
High standard 301 3706 669 1304 803 2904
MedIUm Standard 390( 3613 669 1304 803 2810
Low Standard 601 3506 669 1304 803 2703
US C1ase IRallr08d Average 25 3982 669 1304 803 3179

Management &Support 8eNlc.. 2,241
Best Sub-5ah.ra AfrIca Rallro8d 150 2097 301 78 379 1718
High standard 286 1961 301 78 379 1,582
MedIUm Standard 694 1553 301 78 379 1174
Low Standard 1775 472 301 78 379 93
US Clase IRailroad Average 152 2095 301 78 379 1716

All Railroad Employess 13775
Best Sub-5ahara AfrIca Rallroed 1816 11959 2288 459 2747 9212
High Standard 3467 10308 2288 459 2747 7561
Medium Standard 5318 8,0(57 2288 459 2747 5710
Low Standard 7897 5,878 2,127 466 2593 3,284
US ClaM IRailroad Average 812 12,g63 2288 459 2747 10,216

PORTS
Ful Time Staff 6155 2698 3,0(57 1022 205 1,227 2,230.

GRAND TOTAL (Railways + Ports) 19930
Hloh Standard 6165 13765 3309 665 3974 9791

• Current Levels· All permanent employee. exckJdlng brelgne,.. and bngada8 de malhoremento
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Table G 3 Deployment of SUrplus labor

I Micro OUt-Placement
Attrlbon SPIn-off Agncullural Enterpnse Other Balance

Class of labor Adjusted BuSiness &Credit Credit Road Formal of
SlmIus SkIlled Unskilled AbsorotlOn Tral/lIna Asslstance AsSistance Construcbor Emolovmen SlXPlus

Maintenance of Ways &Structures
High Standard 1200 240 960 50 120 360 2. 300 0 346

Workshop engineers &Technicians
High Standard 1,878 750 1125 500 375 0 94 200 94 613

Traffic OperationS
High Standard 2904 871 2032 0 290 581 145 0 0 1887

Management &Support SeMClIs
High Standard 1,682 949 633 0 316 79 79 0 237 870

All Railroad EnY,:lloyesa
High Standard 7,561 2810 At 751 550 1102 1020 342 500 331 3716

PORTS
Full-Time Staff 2,230 334 1895 0 334 0 045 0 111 1739

CFM -Total 9791 S 145 8848 550 1436 1020 387 500 443 5456

Total abSorption Into the productive economy 4335



comes flrst, when they wll1 become entltled to a full
retlrement penslon 1

ThlS severance payment wll1 be pald out on a monthly basls and
adJusted to reflect future lncreases ln CFM salarles For
those employees who wll1 exhaust thelr speclal severance
payments before attalnlng the age of 65, or 35 years of
serVlce they may opt to take an early Sllghtly reduced penslon
at that tlme or to walt and take a full penslon when they
quallfy

In all cases when the penslons become due they wll1 be based
on what the employee's salary would have been had he or she
rema1ned 1n serV1ce unt1l normal pens10n would have become
payable. If an ex-employee secures any form of employment
whlle rece1v1ng severance pay thlS wll1 not effect hlS
ent1tlement to cont1nue to rece1ve thlS payment

ThlS arrangement wlll requlre fundlng of both the severance
payment WhlCh lS estlmated to average $25 per employee per
month, plus some small addltlonal fundlng of the penslon
scheme WhlCh lS estlmated to average elght month's pay per
employee

It has been assumed that these monthly severance payments wll1
not be subJect to lncome tax, WhlCh lS currently levled at
2,000 MT per month ln the Maputo Provlnce and 1,500 MT per
month elsewhere, Slnce lump sum severance payments have
already been pald ln other state enterprlses free of 1ncome
tax.

Under thlS arrangement and wlth thlS addltlon of natural
attrltlon, lt wll1 be posslble to reduce the labor force by
3,970 employees by mld 1994

3 Redeployment of Surplus Labor

Havlng establlshed a scheme for the early retlrees there wll1
stll1 be a requlrement to shed about 9,800 employees from the
remalnlng permanent labor force of approxlmately 16,000 Due

-----to the hlgh proportlon (55 to 60 percent) of employees to be
retrenched, lt wll1 not be posslble to target a partlcular age
group of employees for retrenchment but rather be a case of
selectlng only the best to remaln regardless of age or length
of serVlce. If thlS pOI1Cy lS adopted the retentlon of
employees wlth developed Skliis and h1gh performance wll1 be
pursued ln order to provlde the rallway and the port system

1 The severance pay computatlon assumes an average pay
of 80,000 MT per month converted to dollars, uSlng
the exchange rate of US$ 1 00 = 2,900 MT, and length
of serVlce of 30 years glvlng a severance payment of
45 months pay In addltlon, a further 8 months pay
has been provlded as addltlonal contrlbutlon to top
up penslon contrlbutlons
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wlth the best avallable labor force to lmprove ltS
performance

The severance scheme wlll be based on the eXlstlng scheme for
employees recrulted from 1989 or later, that lS, three months
pay for each two years of serVlce subJect to three months
notlce For the average employee wlth approxlmately 15 years
serVlce thlS wlil equate to 22 months pay 2 ThlS has been used
as a basls for costlng "all other severance pay" ln Table G 4

If as antlclpated, the younger employees aged under 40 years
are some what over represented amongst the employees to be
retrenched due to havlng acqulred fewer Skliis than the 40 to
55 age group, many of whom were tralned durlng the pre
lndependence perlod, then there wlll be a number of other
posltlve effects

Flrst, lt lS expected that reemployment asslstance for these
younger lndlvlduals wlll have more long term beneflt on thelr
famllles and thelr communltles thus tralnlng, credlt, and
technlcal asslstance are a better lnvestment Second, lt wlll
provlde for further contlnued gradual reductl0ns of personnel
ln the comlng decade ThlS attrltlon wll1 be beneflclal not
only ln movlng toward ultlmately optlmal stafflng levels, but
wlll also provlde greater opportunltles for hlrlng new and
more hlghly educated and skllled personnel as replacements for
retlrees, should new hlrlng be Justlfled by trafflc lncreases

Whlle macro-targets for force reductlon may be applled to each
llne, speclflc retrenchments wlll vary by department based on
detalled analysls of personnel needs by functlonal area Thus
lt lS expected that retrenchment task forces and mlddle
managers wlll, based on targets establlshed analytlcally,
select the most valuable workers to remaln wlth CFM
lrrespectlve of age or years of serVlce Those not selected
wlll enter the retrenchment program In thlS way, coherent but
across the board downslzlng of the CFM work force can be
achleved wlthout Jeopardlzlng the mlddle term capaclty of
remalnlng personnel to operate the rallway

In Vlew of the large number of employees to be retrenched lt
lS proposed that retrenchment lS phased over a three year

-----per1od commenclng ln 1994 wlth the reductlon of approxlmately
between 3,000 and 4,000 employees each year ThlS wlil be
necessary ln order to allow for the progresslve absorptlon of
retrenchees lnto the redeployment program

Wlth the early retlrement of 3,300 employees aged over 55
years over 1993 and 1994 perlod and the retrenchment of nearly
10,000 workers phased over the 1994 to 1996 there wlll be
conslderable savlngs on labor cost to CFM over the proJect
perlod In terms of baslc pay alone payroll sav1ngs are

2 The average monthly salary 1S set at 80,000 MT per
month converted to dollars
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T8ble G.. Cost of Retrenchment
('000 OF US DOLLARS)

Micro- OUt-Placement SeverWlC8
Severance Pav Spin-off AgricultlS8l Enterprise Other Total +

Class of Labor BuSiness & Credit Credit Road Formal Program Program
Retirement All Other Total iAbsOI"Dbon· Tr8lnlno AsSistance AssIstance·· ~onstructlon Emolovment Cost Cost

Maintenance of Ways & Structures
High Standard 1137 728 1865 75 120 270 96 30 0 591 2456

Workshop EnQlneers & TechniCians
High Standard 790 1138 1928 750 375 0 375 20 9 1530 3457

Traffic Operations
High Standard 978 1762 27-41 0 290 436 581 0 0 1307 40-47

Management & SUpport Servlces
High Standard 4040 960 1 0400 0 316 59 316 0 24 716 2116

All Railroad Employess
High Standard 3345 4589 7933 825 1102 765 1368 50 33 4143 12076

PORTS
Full-Time Staff 1494 1353 2847 0 334 0 178 0 11 524 3371

CFM - Tolal 4839 5942 10781 825 1436 765 1547 50 44 4667 154-48

• Includes tr8lnlng matching flSld WId credit assistance
" Includes credit assistance and Institutional building



est1mated at US$ 12 9 m11110n and tak1ng 1nto cons1derat10n
the cost of all other benef1ts such as hous1ng, med1cal
serv1ces, schoollng, famlly payments and so on, the total
sav1ng lS est1mated at US$ 19 3 mlillon (baslc pay plus 50
percent for beneflts)

3 1 Spln-off BUSlness Asslstance

USlng eXlstlng CFM facl11tles, equ1pment and tools several
spec1alty bUS1nesses could be establ1shed and spun off These
bus1ness un1ts could reta1n most of the workshop sk11led
workers as well as absorb add1t10nal sk11led redundant workers

- -----from other departments of CFM

CFM currently operates two concrete sleeper factor1es, staffed
by the ma1ntenance br1gades and employ1ng more than 100 people
each. These factor1es could be used to produce concrete plpes,
precast concrete slabs, and other products for Wh1Ch a
potentlal demand eX1sts In road bU1ldlng, waterworks,
commerc1al, 1ndustr1al, and res1dentlal constructlon
Quarr1es, currently produc1ng ballast, could begln to prov1de
aggregate for concrete and ballast for road construct10n for
Wh1Ch there 1S a large potent1al demand

CFM workshops 1n Belra and other locatlons, currently produce
a varlety of products 1nclud1ng offlce and household furnlture
lncludlng chalrs, tables, bed frames, cab1nets, and
bookshelves for Wh1Ch there eX1sts a h1gh potentlal demand
outs1de of CFM In Be1ra, a small bU1ld1ngs mater1al
productlon workshop 1S produc1ng concrete blocks, doors and
wlndows for the construct1on of new staff houses Glven the
supply of h1gh-qual1ty trop1cal hardwood from Manlca Prov1nce,
these carpentry workshops could beg1n to produce furn1ture,
doors and wlndows, parquet floorlng, and veneers for domest1c
and export markets

CFM's lron and brass foundry, forges, mach1ne shops and
chrom1ng workshops could produce plumb1ng f1ttlngs and
flxtures, 1ndustrlal valves, pump components, agrlcultural
implements and a var1ety of other metal products for
1ndustr1al use at compet1tlve market pr1ces for Wh1Ch there 1S
a large potent1al local and reg10nal market Indeed, ln the

----past:, the workshop 1n Be1ra has produced spare parts such as
axles for heavy trucks for outslde contractors

The Be1ra wagon repa1r workshop, wlth mach1nery and techn1cal
ass1stance havlng been prov1ded by DANIDA, currently produces
traln wagon bod1es G1ven that metal sheets are ava1lable from
South Afrlca and 21mbabwe at competltlve lnternatlonal prlces,
thlS group could produce contalners of varlOUS Slzes for
domestlc use and the reglonal and lnternatlonal market

In addltl0n, the restructurlng of CFM and the sub-contractlng
of certaln ral1road functlons to prlvate operators wll1
provlde addlt10nal optlons for the product1ve redeployment of

G-5



workers For example, funct10ns such as locomot1ve and wagon
ma1ntenance and repa1r and track ma1ntenance and repa1r can be
contracted out to pr1vate ent1t1es Some of the redundant work
force can be organ1zed, tra1ned and managed by these pr1vate
contractors

It lS est1mated that approx1mately 550 workers can be absorbed
lnto the sp1n-off ventures that result from the restructur1ng
of CFM Deta1led stud1es are, however, requ1red to establ1sh
the number and k1nds of bus1ness un1ts and the opt1mal numbers
of personnel they can absorb, based on analys1s of market
potent1als for d1fferent 11nes of products and serV1ces

The key to success ln these spln-off buslnesses depends upon
the acquls1t1on of entrepreneur1al Sk11ls Even 1f the cadre
of workers are suff1c1ently sk11led, and vast domest1c,
reglonal and 1nternat1onal market opportun1t1es eX1st, 1t wll1
requlre experlenced pr1vate operators to make these sp1n-off
buslnesses a commerc1al success The proJect prov1des
sufflc1ent funds for techn1cal ass1stance and match1ng funds
for Sk11ls tra1n1ng for sp1n-off bUS1nesses Under the
traln1ng match1ng funds scheme, the pr1vate operator w111
contr1bute approx1mately 50 percent of the tra1n1ng cost for
each employee wh1le the proJect funds the balance

In cases where sp1n-off bus1nesses are establ1shed by pr1vate
operators, 1t lS recommended that workers are glven ownersh1p
shares 1n these ventures to the value of the severance pay
WhlCh would have otherw1se have been pa1d to them

3 2 Agr1cultural Ass1stance

Whlle lt lS not feas1ble to contemplate resettl1ng urban-based
CFM workers to rural areas, cons1derable potent1al eXlsts to
enable many CFM ma1ntenance of ways workers, who are currently
based 1n rural areas to become self support1ng product1ve
farmers. Although Mozamb1que lS endowed w1th extens1ve fert1le
agrlcultural land, 1t lS one of the most food def1clent
countrles In the world An est1mated 30 to 40 percent of the
total nat10nal supply of bas1c foods comes from food ald
Therefore, th1S unmet demand for food crops creates a huge
opportunlty for product1ve farm1ng prov1ded the secur1ty
sltuatlon allows

A large maJorlty of CFM's rural unsk11led labor force are
already e1ther part t1me farmers or are people w1th strong
tles wlth smallholder farmers Some of these workers could be
asslsted to settle as full t1me farmers Ass1stance 1n the
form of farm 1nputs, lmproved farm technology, extenslon
serVlces and agr1cultural market1ng can be prov1ded to enhance
thelr productlv1ty and the1r farm 1ncome To the extent that
CFM has use of potent1al farm lands along the ra1lroad llnes
and at other locatl0ns, 1t should be converted, where
approprlate, 1nto productlve farm land to resettle redundant
workers.
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It lS est1mated that approx1mately 1,000 workers w1ll take
advantage of such agr1cultural ass1stance 1n the form of
1nputs, extens10n serV1ces and some cred1t fac1l1t1es

3 3 M1cro-enterpr1ses Ass1stance

Some of the d1splaced workers, part1cularly from the
workshops, may choose to operate as m1cro-entrepreneurs These
workers w1ll be prov1ded w1th techn1cal ass1stance 1n the form
of bus1ness management tra1n1ng, vocat10nal tra1n1ng and
ass1sted 1n ga1n1ng access to cred1t These workers can
potent1ally be engaged 1n the product1on of wood burn1ng
stoves, farm 1mplements and tools and other household 1tems
for rural as well as urban households.

Alo~g the short llnes, where 1t lS ant1c1pated that these
11nes w1ll be closed down, there lS opportun1ty for
1ndependent truckers and passenger transport operators
Displaced workers w1th some bus1ness management tra1n1ng and
cred1t for work1ng cap1tal and purchase of equ1pment can be
organ1zed to operate 1ndependent truck1ng and transport
bus1nesses The term1nat1on of passenger tra1n serV1ces and
the closure of the fre1ght haul1ng tra1n traff1C does create
demand for alterat1ve transport and fre1ght serV1ces For
example, along the Be1ra Corr1dor the passenger tra1n serV1ce
has been el1mlnated Prlvate and cooperatlve bus, truck and
mlnlvan operators now offer cheaper, and faster serVlces

Glven the restructurlng and prlvat1zatlon of the trucklng
lndustry currently belng undertaken wlth USAID asslstance, the
scope for pr1vate operators to buy or lease trucks and to
prov1de prlvate trucklng serVlces eXlsts Th1S proJect fund
mlght support eXlstlng other donor programs to prov1de loan
guarantees or other forms of f1nanc1al ass1stance to former
CFM employees seeklng to enter 1nto thlS lndustry

Wh1le the proJect lS provld1ng dlrect asslstance to mlcro
enterprlses, lt also w1l1 prov1de add1t1onal techn1cal
ass1stance and tra1n1ng to those f1nanc1al 1nst1tut1ons and
other organ1zatlons that deal w1th m1cro-enterpr1ses to
enhance the1r ab111ty to monltor and ass1St these enterpr1ses
(for example, FFPI, GPE, DIFAP, etc)

3 4 Road and Brldge Construct1on

S~m~ dlsplaced workers can be organlzed lnto 1ndependent
ent1tles to contract for road works wlth the M1nlstry of
Construct1on and Waters and the M1nlstry of PubllC Works
Several maJor road bU11dlng proJects are underway, or 1n
plann1ng stages, affect1ng most of the maJor transport routes
In the country. These lnclude proJects funded by UNDP and the
World Bank These proJects have, however, been one of the maln
reemployment optlons for demobl1lzed soldlers and for workers
repatrlated from the South Afrlcan mlnes due to employment
cutbacks As a result the number of workers avallable for such
proJects exceeds the demand and the proJect for the most part
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employ resldents at the locatlons where the road lS belng
constructed and lS of a short term nature

However, there stll1 lS some potentlal to employ ex-CFM
workers partlcularly along those short 11nes that are expected
to be closed It lS estlmated that about 500 workers wll1
probably be absorbed lnto thlS type of actlvlty The proJects
could posslbly engage a quallfled organlzatlon to place ex-CFM
workers In road bUlldlng brlgades as the opportunlty arlses

3 5 Tralnlng Asslstance

As can be lnferred from the educatlonal proflle of workers In
Table G.l, a large proport1on of the d1splaced workers are
elther 1111terate or have a low level of educatlon and Skll1
Many of these workers can be glven short-term traln1ng to
enable them to acqu1re baslc skills and others can upgrade

----tlie1r educatlonal levels to lmprove thelr potentlal to flnd
productlve employment In the prlvate sector or go lnto
buslness for themselves

It lS estlmated that about 15 percent or 1,450 of the
dlsplaced workers wlll take advantage of the tralnlng
asslstance offered to them The severance payments they
recelve can be used to malntaln them whlle In tralnlng
Addltlonal tralnlng funds are provlded by the proJect for
rehabllltatlng tralnlng facliltles and to enhance the capaclty
and capabl11ty of Mozamblcan tralnlng lnstltutl0ns Funds are
provlded for technlcal asslstance to develop approprlate
currlculum and for the hlrlng of approprlately tralned
tralners To thlS end, llnks wlth DIFAP should be developed

3 6 Out-Placement of Dlsplaced Workers

Workers that have not been absorbed 1nto elther the sp1n-off
buslnesses, opted to go to bUSlness on thelr own, or lnto
farmlng wll1 be ass1sted to locate Jobs 1n the formal pr1vate
sector, 1nclud1ng the road and br1dge construct10n referred to
above. If local pr1vate 1nst1tutlons or employment agenc1es
are unavallable to act as an agent, the proJect could h1re
quaIl fled lndiv1duals on a temporary bas1s to work w1th the
prlvate sector to ldentlfy and place ex-CFM workers It lS
estlmated that about 820 workers could be ass1sted through
out-placement serV1ces

Once an employee has completed h1S probatlon In a permanent
Job wlth another employer and produces satlsfactory eV1dence
to ~h1S effect he may elect to recelve a lump sum payment for
the balance of any severance pay stll1 outstandlng
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4. Costs Assoc1ated w1th the Redeployment Plan

The breakdown of the est1mated cost of 1mplement1ng the CFM
redeployment plan lS as follows

Program Component Number of Total Cost Cost per
Qual1fy1ng 1n US$ Worker
Workers m11110ns (US$)

Severance Pay
Early ret1rement 3,310 4 839 1,462
Retrenchment 9,790 5 942 607

Sub-Total 10.781

Spln-Off BUS1nesses
Support:

a. Tra1ning Match1ng Fund 550 0 275 500
- -b-: T1CSupport 0 550 1,000

Sub-Total 0 825

Tra1n1ng 1,435 1 435 1,000

Agr1cultural and related 1,020 0 765 750
Ass1stance

M1cro-enterpr1se Ass1stance
a Asslstance to other 387 0 967 2,500
b. Inst1tut1on BU1ld1ng 0 580 1,500

Sub-Total 1 547

Out-Placement SerV1ces 943 0 094 100
(Road Construct10n and
Others)

Grand Total 15 448

5 F1nanC1al and Econom1C Impacts of CFM's Force Reduct10n

Desplte the prolonged per10d of deter10rat1ng performance, CFM
enJoys a number of slgn1f1cant potent1al compet1t1ve
advantages Wh1Ch 1f properly explo1ted could prov1de the bas1s
for recovery In ltS performance. Flrst, for Swazlland,
21mbabwe, Zambla and Malaw1 CFM prov1des shorter fre1ght
haul1ng d1stance than any other compet1ng route Therefore,
CFM lS potent1ally a maJor fore1gn exchange earner for
Mozamb1que from 1nternat10nal traff1c from these countr1es
Second, 1t has excess phys1cal capac1ty on both the ports and
the ra1lways

Currently, however, costs are too h1gh and CFM 1S at a
competltlve d1sadvantage because of 1ts h1gh cost. The maJor
cost component 15 loss and damage Wh1Ch lS f1ve t1mes h1gher
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than ports In South Afrlca, CFM's maJor competltor for
lnternatlonal trafflc

In addltlon, because of over-stafflng CFM's operatlng costs
are relatlvely hlgh Labor related expenses make up about 55
percent of CFM's operatlng expense WhlCh lS slgnlflcantly
hlgher than that experlenced by the better performlng sub
Saharan Afrlcan rallroad companles The sheddlng of
approxlmately 13,780 employees through accelerated retlrement
and redeployment lnto other actlvltles wl11 over the proJect
perlod reduce CFM's payroll cost by about US$ 19.3 mllllon
ThlS translates lnto a reductl0n of salary and wage expense of
approxlmately $4 0 mllll0n per year, or down to around 35
percent of total operat1ng expenses The reduct10n 1n
operatlng expense wlll prov1de room for compet1tlve prlclng of
CFM's serVlces It should be noted, however, that the maJor
cost dlsadvantage faced by CFM 1S at present a result of weak
management. The reductlon of the present level of labor force
should allow CFM to better manage both ltS human and materlal
capltal optlmally thus enhanclng ltS lnternatlonal
competltlveness

6 Programmatlc Impllcatl0ns to CFM and Other Instltutlons

RedeploYlng dlsplaced workers wlll requlre close collaboratlon
wlth Government Mlnlstrles, PrOVlnClal Governments and the
Prlvate sector

6 1 CFM

These proposals wll1 be lmplemented Slmultaneously wlth the
re-organlzatlon of the ral1ways, the need for WhlCh has been
accepted by CFM management and the Mlnlstry of Transport Such
a re-organlzatlon should be In preparatlon at the same tlme as
the retrenchment program and the form of that re-organlzatlon
should be an lmportant crlterl0n to be consldered In the
process of restructurlng of the work force

CFM wl1l also need to lmplement a maJor program of tralnlng
and upgradlng of the employees lt retalns In order to fl1l the
skllled vacanCles that eXlst and In order to achleve the
lncreases In productlvlty that the restructurlng assumes A
program almed at attltudlnal change wlll also be necessary

6 2 Leglslatlon

New leglslatlon wlll be requlred on the basls of CFM belng an
exceptlonal case, to facliltate the lmplementatlon of

----sev~rance and adJustment of penslons for staff under 65 years
of age and wlthout 35 years serVlce

If workshops or other facll1tles are to be used by the prlvate
sector as a means of retalnlng emploYment opportunltles for
certaln groups of staff the Government wl11 have to permlt
thlS use of State property
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6 3 Flnanclal/Fundlng Instltutlons

Payment of severance pay wlil need to be tlghtly controlled
and an effectlve admlnlstratlon system wlli have to be
establlshed There should be a clear dlstlnctlon between the
payment of severance pay and the payment of salary In order
to make lt clear that the workers have been separated from CFM
It would be preferable lf an outslde lnstltutlon undertook
responslblilty for the payment, for example the Bank of
Mozamblque, or some other lnstltutlon that has a natlonwlde
network of outlets

The establlshment of the loan fund for small buslness
lnvestment can best be achleved by Ilnklng wlth eXlstlng
organlzatlons. Each Mlnlstry has a revolvlng fund (Fundo de
Fomento) set up to encourage small enterprlses In ltS area of
responslblilty (e 9 In mlnlng, agrlculture, flsherles)
Llnkages wlth any of these funds could be consldered although
at present only that In the Mlnlstry of Mlnerals lS
operatlonal In the future lt lS llkely that the Fundo de
Fomento para Pequeno Industrla (Fund for the Promotlon of

- Small Industry - FFPI) WhlCh lS llnked to IDIL - Instltuto
para Deslnvolvlmento de Industrla Local (Instltute for the
Development of Local Industry) wlthln the Mlnlstry of Industry
and Energy wlll be the most sUltable

IDIL has representatlves In all provlnces but at present lt lS
not especlally effectlve However, Swedlsh donors are about to
lnvest In capaclty bUlldlng and tralnlng for FFPI and IDIL
FFPI lS able to accept money from any source and wlil set up
separate sectlons for money that lS earmarked for partlcular
purposes The proJect wlil fund a technlclan to admlnlster the
CFM accounts of the fund The ProJect Management Unlt fleld
workers wlil need to establlsh close llnks wlth the IDIL/FFPI
workers at provlnclal level Substantlal proJect funds wlil be
avallable for lnstltutlonal capaclty bUlldlng and to traln
professlonal staff In those lnstltutlons selected for lendlng
of proJect funds and for provldlng asslstance to flrms
establlshed In the context of the proJect

Loan crlterla wlil be determlned by the Fund but the loans
wlll be admlnlstered by the BPD - Banco Popular de
Deslnvolvlmento (People's Development Bank) It may be
consldered necessary to set up a guarantee fund to cover any
posslble losses

6 4 Tralnlng Instltutlons

The retralnlng actlvltles wlll put conslderable pressure on
the vocatlonal tralnlng lnstltutlons In Mozamblque In Maputo
ltself capaclty eXlsts In terms of physlcal space wlthln the
three colleges run by DIFAP (Dlreccao de Formacao Professlonal
- Vocatlonal Tralnlng Dlrectorate) but flnance would be
requlred for more professlonal tralners The same would be
true of the varlOUS lndustrlal lnstltutlons wlth WhlCh DIFAP
has llnks around the country Part of the reason for proposlng
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to phase the retrenchment of younger workers over the three
years lS to avo1d plac1ng an unduly heavy burden on the
eX1st1ng tra1n1ng fac111t1es

W1th some 1nJect1on of funds CFM's tra1n1ng 1nst1tut1ons may
also have some spare capac1ty, although th1S could be very
11m1ted 1f the1r 1nternal tra1n1ng program gets started It
would also not be adv1sable to cont1nue the connect1on between
the worker and CFM 1f a sU1table alternat1ve eX1sts

6 5 Trade Un10n

The Trade Un1on, SINPOCAP, lS opposed to the reduct10n of
staff as or~ginally proposed (15,000 d~splaced) on soc~al

grounds and on the bas1s of fears of sabotage. They accept
that there 1S currently excess capac1ty w1th1n the ra1lways
and ports but they would prefer to see temporary layoffs 1n
ant1c1pation of an 1ncrease 1n traff1C in the near future. If
any severance pay has to be pa1d the Un10n expressed a strong
preference that 1t should be pa1d on a monthly baS1S rather
than 1n a lump sum

- ---The Trade Un10ns 1n Mozamb1que are gOlng through the process
of establ1sh1ng themselves as 1ndependent ent1t1es after years
of be1ng t1ed to Government It 1S poss1ble that they may w1sh
to use an lssue 11ke th1S to demonstrate power, but sens1t1ve
handl1ng and adequate compensat1on all the way through should
reduce that posslbll1ty.

G-12



ANNEX H

1 COSTS

ECONOMIC AND FINANCIAL ANALYSIS

The proJect lS des1gned to ass1St CFM become a vlable commerclal
ra1l transport and port operator In the reglon by helplng lt shed
ltS surplus labor Glven the current and proJected levels of
domestlc and translt trafflc (See Annex E), and the work force
proflle presented ln Annex G, CFM lS over-staffed wlth low and
seml-skllled workers As shown 1n Table H I, through proJect
asslstance, lt lS ant1c1pated that CFM wlll be able to shed
approxlmately 13,100 workers through early retlrement and
retrenchment In addltlon, lt lS antlclpated that a force
reductlon of 1,200 workers could be reallzed through natural
attrltlon and a hlrlng freeze over the 1993-2000 perlod

As d1scussed 1n Annex G, the total severance pay to ret1rees and
retrenchees lS approx1mately US$ 10 8 m1ll1on The cost of
programs to redeploy the redundant CFM work force 1nto varlOUS
product1ve act1vlt1es 1n the economy lS est1mated at US$ 4 7
m1ll1on The cost of proJect coordlnatlon, proJect feas1b1llty
stud1es, costs assoc1ated w1th the ProJect Management Unlt and
contlngency funds make up the balance The total cost of the
proJect lS est1mated at US$ 25 0 mllllon For detalls see Table
H 2.

Whlle maJor cap1tal lnvestment lS not antlclpated untll the
pol1t1cal and the reg10nal market sltuat10n lmproves and unt1l
CFM management lS lmproved, the restructur1ng and streaml1n1ng of
the work force w1ll need some degree of retralnlng ln order to
enhance and ma1ntaln the product1vlty of the reta1ned workers
Techn1cal ass1stance may also be requlred to establ1sh lmproved
management systems 1n order to capture antlclpated product1vlty
galns

Th1S proJect wlll not prov1de such asslstance to CFM dlrectly,
CFM may have to fund the cost of retralnlng and the cost of the
required techn1cal ass1stance out of current revenues Th1S
techn1cal ass1stance and retra1nlng for reta1ned CFM personnel
are est1mated to cost approxlmately US$ 4 3 m1ll1on from 1993 to
2000. Includ1ng the cost of requ1red retra1n1ng and techn1cal
ass1stance by CFM and the cost of USAID asslstance for
reorgan1zat1on and retrenchment, the total cost of the program lS
est1mated at US$ 29 3 rn1lllon

Th1S cost lS far below the beneflt generated by the proJect
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2 BENEFITS

2 1 Dlrect Beneflts to CFM

An analysls of the flnanclal beneflts of proJect-supported
reorganlzatlon and retrenchment clearly shows that the proJect
wlil generate a substantlal cost savlngs to CFM over both the
proJect perlod and the perlod 1993-2000

Glven the proposed level of work force reductlon, CFM wlil
experlence a slgnlflcant payroll cost savlngs In addltlon to
other beneflts that may accrue from the management of a smaller
work force The sheddlng of approxlmately 13,700 workers wlil
save CFM about US$ 19 3 mlillon over the proJect perlod (1993
1997)and about US$ 48 6 mlillon by year 2000 There are
addltlonal beneflts that could accrue to CFM For example,
reductlon of the malntenance and repalr costs assoclated wlth
breakdowns from use of SOphlstlcated equlpment and tools by
unskliled workers and the management efflclency galns from a
smaller and streamllned work force are real beneflts that lmpact
the productlvlty of CFM

Although, the relatlonshlps between equlpment and tools
malntenance costs and the level of workers Skliis has not been
studled systematlcally and documented, estlmates for Kenya,
Tanzanla, and Ghana rallroad companles lndlcate that equlpment
ma1ntenance costs, although anecdotal, roughly amount to about 10
percent of the annual salarles of unsk1lled workers
Organ1zatlonal and management stud1es conducted for prlvatlzed
companles In Sub-Sahara Afr1ca lnd1cate that the management
eff1clency ga1ns from work force streaml1nlng and downslz1ng
range from 2 to 20 percent, respectlvely wlthout and wlth
retra1n1ng of cont1nulng workers, of the total annual salarles of
retrenched workers

The reorgan1zat1on of CFM's operat1on and the repackag1ng of
employee benef1ts, 1n accordance w1th the streaml1n1ng of the
work force, wlll generate add1tlonal benef1t For example,
lnstead of prov1dlng free staff hous1ng CFM should adJust
salar1es to compet1tlve levels and d1vest the management of staff
houslng Although d1ff1cult to quant1fy, th1S w1ll certa1nly stop
the dralnage of CFM resources 1n the form of houslng ma1ntenance

----costs and management

CFM currently uses several commercla1 and lndustrlal structures
that could be rented out to pr1vate operators Although, the
stock of commerclal and lndustr1al property 1n use natlon-w1de by
CFM lS unknown, the rental of CFM's unused commerclal property In
Maputo alone can generate an annual rental lncome of over US$
60,000, uSlng the current market rental rate of US$ 5 per square
meter per year The leaslng of surplus lndustrla1 tools and
equlpment could also generate addltlonal lncome
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Table H 1 CAd Work Force Recklc:t1on Plan

1993 1994 1995 1996 1997 1998 1999 2000 Tolal
Force OownsImg

Retrges 1,655 1,655 . 3.309
Relnlnchees 1,958 3,916 3,916 9,791
Natural Allritlon & t-ffing Freeze 366 191 109 109 109 109 109 109 1,209

Sw·Total 3,9]8 5,762 4,025 109 109 109 109 109 14,309

ClImmlJatlve Foroe reckJctlon 3,9]8 9,140 13,765 13,874 13,983 14,092 14,200 14,309



Table H 2 Analysm ri Projed Coot

(US$ thousands)

1993 1994 1005 1996 1997 TOTAl
PROJECT COST

SOvocanoo Pay 1628 3076 3076 1859 411 10050
Earty RotJrnmoot PoosIon Fund
COntJ1butJon 365 365 0 0 0 730

SUb-Total 1993 3441 3076 1859 411 10700

AJJ ProjOCt COORIfnQtor (PSC) 250 250 250 250 250 1,250

~ F9QSfbRIy SWdk'$
~

0 300 450 450 0 1,200
0I00rShort Toon T" 0 300 450 450 0 1,200

SUb-Total 0 600 900 900 0 2,400

Prqed Management Unit (PMU)
Expsfnste staff Co6tB
Technical Adv1sor (PMU) 250 250 250 250 0 1000
ErnpIo)oment Adw90f (CFM) 250 250 250 250 0 1000
ErnpIo)oment AdvIsor (PMU) 250 250 250 250 0 1000
local SaIaneB
Prqect Otredor 50 50 50 50 50 250
FIflf.UlOBIAdmln Officer 20 20 20 20 20 100
4 RagIOO8I 0ffi0enI eo eo 00 eo eo 300
Dm<er e e e e e 30
SeautaIy e e e e 6 30

Operabng Co8tB
Vahde 50 50
COInpukn 50 50
Fum1tUr9 50 50
MIse 1t00lS 50 50

Proourooloot. 50 50 50 50 200

Total PMU costs 1,142 942 942 192 4,110

Ex-eFM Workers~~ Its
~BtIfAoos$~
1mfnIng 100 100 75 275
cm<Ht AstIstanoe 200 200 150 550

Agr10uItIKQI~ & CfOOIt 300 400 65 165
SkIIs TmJnJng SUpport 400 400 400 m 1436
~SUpport

hmIubonaI Support 250 200 1SO 580
Credit A8&Istance SOO 300 300 67 007
Out~Support SO SO SO 4 94

TotalR~ Co6t 1500 1830 1150 307 4007

Innabon and Conbngency 199 526 492 485 91 1794

TOTAL PROJECT COST 2442 7539 1m 5,588 1,251 25000

a As&ume& fiyg 4 person I1lOli2h studles per)lB8f"

b Assurne8 short taml Techntcal A8sJstanoe d 20 pemon f1lIJI1th In the tinlt year and 30 per year the fofIowvlg two yaartI

* Sorce select10n 1nformat1on
- See FAR 3 104 Do not d1sclose sens1t1ve cost 1nformat1on
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T.blB H 3 F....no.'An.Iy••ot Ifl'llict orCFM Rel1lUctumg

(US$1houeandl)

19~ 1994 1",5 199s 1997 1998 1999 2000 Tolil

lolBI Gall ofPn:tect 2,.442 7639 7,290 5,5ee 1,261 24109

CFM'I StI1l'Retnllnlng Galli 796 711 491 462 413 "66 ..56 4417 4321

TolBI GoIIICFM + Project) 3236 82<61 7761 6068 1~ .466 "56 4417 28430

Benells to CfM
Cost S!rvngs

Peyrol GallI : 1915 4636 6,8~ 6,8&9 6,943 egg1 1051 7105 ..8 63~

Mltntenenoe Got11 49 121 171 112 174 175 176 178 1216

E1Ic18ncy Genl a 40 97 137 138 1ag 140 1." 1.42 973

Sub Tolil 2~ 50S4 11.413 11G9 7,256 7312 7369 7,425 &1621
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As shown 1n Table H 3, the total benef1t to CFM from
1mplementat1on of th1S proJect lS est1mated at US$ 51 3 m1ll10n
by year 2000 The payroll cost sav1ngs alone over the 1993 -2000
per10d lS est1mated at US$ 48 6 m1ll1on

US1ng a d1scount rate of 8 5 percent, the net present value of
the stream of benef1ts to CFM net of the total cost of the
program lS est1mated at US$ 12 3 m1ll1on The 1nternal rate of
return lS est1mated at 49 4 percent The net present value of the
net benef1ts, cons1der1ng only the payroll cost sav1ngs, lS US$
13 6 m1ll1on w1th 1nternal rate of return of 63 5 percent

2.2 Econom1C Benef1ts of An Eff1c1ent CFM

Desp1te the prolonged perlod of deterloratlng performance, CFM
enJoys a number of slgnlflcant potent1al competltlve advantages
Wh1Ch 1f properly explolted could prov1de the baS1S for recovery
1n 1tS performance F1rst, for Swaz1land, 21mbabwe, Zamb1a and
Malaw1 CFM prov1des a shorter fre1ght haul1ng d1stance than other
compet1ng route Second, 1t has excess phys1cal capac1ty on both
the ports and the ra1lways

The restructur1ng and streamlln1ng of CFM operat1ons w1ll reduce
CFM's d1rect operat1ng costs and the eff1C1ent management of 1tS
ra1lroad and port operat1ons w1ll certa1nly result 1n the

_____~ed~ct1on of transport costs As 1nd1cated 1n Annex E, the cost
of loss and damage, Wh1Ch lS dlrectly related to days ln translt
lS f1ve t1mes h1gher than 1n South Afrlca Reduct10n of days 1n
trans1t from 18 days to less than 10 days w1ll slgn1flcantly
reduce d1str1but1on costs Transport cost sav1ngs over the longer
Southern Afr1ca routes lS a real econom1C benef1t to the reg10n
See Annex E for transport and d1str1but1on cost compar1sons

Econom1c benef1ts w1ll also accrue to Mozamb1que as a result of
CFM's stronger 1nternatlonal compet1t1veness CFM lS potent1ally
a maJor fore1gn exchange earner for Mozamb1que from 1nternatlonal
traff1c from Swaz1land, 21mbabwe, Zamb1a and Malaw1 Transport
cost reductlons ar1slng from 1mproved management of CFM could
help attract the d1verted trafflc thus generat1ng more fore1gn
exchange for Mozanb1que

2 3 EconomlC Beneflts Of The RedeploYment of Redundant CFM
Workers

As d1scussed 1n Annex G, several potent1ally productlve
opportun1tles eXlst for absorblng the redundant ex-CFM workers
lnto the economy It lS too early to speculate on the total
econom1C beneflts generated by th1S redeployment Estlmatlon of
the beneflts and costs of the redeployment scheme wlll requ1re a
systematlc sectoral feaslbll1ty study to assess the absorptlon
capac1ty of each sector and the 1nvestment requ1rements and the
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potent1al employment and 1ncome generat10n of the sector

A step by step analys1s of the product1v1ty and 1ncome generatlon
capac1ty of each sector 1S necessary

1 1n order to ascerta1n the total number of ex-CFM
workers that could be absorbed 1n each sector, and

2 1n order to determ1ne the total cost and benef1t of
redeployment of the redundant workers 1n each sector

The sectoral analySIS should proJect demand (domest1c as well as
export) for the goods and serVIces of each sector and est1mate
the level of domestIC productIon and Imports. On the baSIS of
these data the level of unmet demand could be estlmated. The
studIes should also Include estlmatlons of prIce elastICItIes of
demand for each sector.

The level of unmet demand and the pr1ce elast1c1t1es provlde the
baS1S for determ1n1ng the level of the reqUIred capItal
Investment for each sector Calculated capItal to labor ratIOS
are then applled to develop labor requ1rements for each sector.
On the basls of these est1mates and the Sk111 and educatlonal
prof1le of the d1splaced workers the actual number of workers
that could be redeployed 1n each sector can be reasonably
est1mated

As suggested 1n Annex G, 1t 1S ant1c1pated that about 550
redundant CFM workers could be employed by bus1nesses spun-off
from CFM 1ncludlng -- metal works, construct1on mater1als, and
furnlture manufacturlng About 1,000 ex-CFM workers could be
absorbed 1nto the agr1cultural productIon sector, and about 400
or more ex-CFM workers could be absorbed Into varIOUS types of
mlcro-enterprlse act1v1t1es It 1S ant1c1pated that between 1,000
to 2,500 workers w1II be absorbed ln var10US sectors of the
economy through out-placement serVlces and Sk1lls tra1n1ng To
the extent that the marg1nal product1vIty of these workers lS
poslt1ve a net benefIt accrues to the economy However, net
benef1t est1matI0ns have to walt untIl the above ment10ned
studles are concluded
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- ANNEX I INSTITUTIONAL ANALYSIS

Mozamb1que Ra1lways was the subJect of an 1nst1tut1onal analys1s
1n both the or1g1nal ProJect Paper (1988) and 1n the f1rst
Amendment thereto (1990) These analyses w111 be updated 1n
late 1992 by a thorough analys1s of CFM's host country
contract1ng capac1ty

The other maJor 1nst1tut10nal player for th1S proJect component
lS the M1n1stry of Transport (MOT), where the ProJect Management
Un1t w111 be located The MOT lS extremely weak and presently
recelv1ng ass1stance from the World Bank to lmprove ltS capac1ty
in key areas Slnce the PMU w111 not depend on the MOT for 1tS
day-to-day operatlons or for quallfled counterpart personnel, ltS
weaknesses should not be crltlcal to the successful
implementatlon of the proJect.

Several other 1nst1tutlons engaged in tra1n1ng, credlt prov1sion,
road-bulldlng, small bus1ness, etc , are ldentlf1ed In the
proJect paper as poss1b1e partners In the effort to redeploy
excess CFM employees These lnst1tutlons wlil be subJect to
close scrutlny by USAID and the proJect-f1nanced TA team dur1ng
the 1mplementat1on phase of the proJect to determ1ne the1r
sU1tab111ty and capabll1ty to further the proJect's ends

The flnal 1nst1tutlon to be 1dentlfled lS perhaps the most
lmportant, the flnanClal lntermed1ary for the paYment of
severance to the workers A thorough lnvestlgatlon of
alternatlves for thlS 1ntermedlary w111 take place durlng Phase I

- ---of the proJect to 1dentlfy the most approprlate publlC or pr1vate
lnstltut10n for thlS role Before any severance paYments are
made, A I D wlil analyze and approve the lntermed1ary
instltutlon Short- and long-term technlcal asslstance wlil be
provlded as needed to ensure that the flow of funds from the
proJect to the workers lS transparent and eff1c1ent
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ANNEX J

JURIDICAL ANALYSIS OF THE REDUCTION OF THE CFM LABOR FORCE

1 FRAMEWORK OF THE MATTER

1 1 One of the central problems of the CFM restructur1ng
process 1S that of a ser10US dlsrupt10n of the d1alect1c between
prof1tab1l1ty and renewal of the structure of enterpr1ses and the
rat1onallzat1on and adequacy of the eXlst1ng human resources

1 2 At the present moment and hav1ng the war 1n Mozamb1que as
background, all the techn1cal-econom1c analys1s of the present PP
clearly concludes that there 1S a ser10US m1smatch between the
work posts necessary for the prof1tab1l1ty and revltallzatlon of
the CFM and the eXlstlng workers

1.3. It lS not by chance that, between the varlOUS proposals that
have been outllned and suggested to the Mozamb1can authorltles on
the restructur1ng of the CFM (Memorandum and Recommendat1ons of
the Pres1dent of the Internatl0nal Development Assoclatlon, May
1992 and IPC Reconnalssance VISlt to ReVlew Mozamblgue RRSS
(Blacken & Whlte Report) May, 1992), there IS a common
denomlnator acknowledged by the management structures of the
enterprlse reductlon of the surplus labor force as a measure
for better rat1onallzatlon, through the ut1llzatlon of the
eXlstlng human resources and the feaslbll1ty of the enterprlse's

____ r~s~ructurlng proJect

1 4 Dur1ng thlS phase of the present proJect, there IS no place
for the h1storlcal analysls of the Mozamblque Rallways, whlle
pr1me employer and source of f1nanclng and accumulatlon before
Independence, In 1ts prlmary functlon of renderlng serVlces to
nelghborlng countrles

1 5 It lS, however, lmportant to remember that before the
Independence of Mozamb1que the Rallways Integrated a publlC
serVlce of the Portuguese colon1al admlnlstratlon where workers
hold1ng management or supervlsory functlons were excluslvely
officials of Portuguese or1gln (l,e foremen, 11ne lnspectors,
area overseers, port lnspectors, trafflc and shuntlng overseers,
statlon masters, flrst class dlspatchers, supervlsors, locomot1ve
eng1neers, crane operators, etc

1 6 After Independence, due to var10US reasons and also because
they were CIV11 servants, all thlS personnel returned to Portugal
to be re1ntegrated ln the departments of the sald PubllC
Admlnlstrat1on, as happened In 1975 and 1976

1 7. Mozamb1can workers were then called to perform functlons the
access to WhlCh had, unt11 then been denled to them Inexperlence
allIed to Ignorance and lack of adequate quallflcatlons and
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tra1n1ng added up to cause the present problems w1th spec1al
emphas1s on the labor force component, 1n 1tself already vastly
surplus, 1n V1ew of the poor econom1C sltuat10n of the CFM
enterpr1se

1 8 Dur1ng the last three years, var10US efforts have been made
1n the restructur1ng of the rallways and harbors sector towards
endowlng 1t w1th the management dynamlc 1nd1spensable to ltS
econom1C actlv1ty, Wh1Ch began w1th the creat10n on the 01 01 89
of "Empresa Nac10nal de Portos e Camlnhos de Ferro de Mozamblque
(CFM) - Empresa Estatal" (Natlona1 Enterprlse of the rallways and
Harbors of Mozamblque (CFM) - State Enterprlse) and, now, alms at
a new lnstltutlonal reform such as the subsequent transformatlon
l.nto a "publlc enterprlse", endowed wlth greater autonomy and
management fleXlblllty and an lnltlal step ln the process for the
schedullng of actlvltles whl.ch wlll, later, be the object of

- - ---prl-vatlzatl.On.

1 9 But besldes these measures occurrlng ln the structure of
enterprlses, other measures falllng on the reorganlzatlon of the
labor system have also been adopted, of WhlCh the followlng
should be hlghl1ghted due to thelr lmportance to the present
proJect,

- Ret1rement of all workers of 60 or more years of age,
WhlCh means a global reductlon of about 5 000 to 7 000
workers,
- Retlrement of workers who, due to health and other
reasons, are unflt to render serV1ces rentable to the
enterpr1se, lrrespect1ve of thelr age,
- Adopt1on and lnst1tut10nallzatlon of a new wage
system, more competltlve and almlng at the
stab111zat10n of m1d-Ievel and technlca1 staff, and
respect1ve lncent1ves, culm1nat1ng w1th the new wage
table recently In force, as per serV1ce order dated
09 06 92

But the measures taken are not yet suff1c1ent for the Solut10n of
the stlll surplus labor force 1n the restructurlng process of the
sector speclally as regards the rallway area

1 11 Alternat1ve Solut10ns for the degree of maSS1ve reduct10n
of the labor force and the forced return to lnactlv1ty were
outl1ned 1n the sa1d Blacken and Wh1te and developed, delved 1nto
and characterlzed In the present PP, as a means to mlnlm1ze the
soc1al costs ar1slng from such reductlon

----- 1 -12 At the present moment It 1S lmportant to analyze, w1th1n
the framework of the const1tut1onal and legal r1ghts 1n force,
the leg1tlmacy and val1dlty of such measure and the legal
lmpl1cat1ons thereof
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2 WORK RELATIONS IN THE STATE ENTERPRISE CFM -- JUDICIAL
REGIME THEREOF

2 1 The labor rlghts reglme of state enterprlses lS that of the
lndlvldual work contract, ruled by law no 8/85, of the 14 12 85

2 2 It happens, however, that In the partlcular case of the CFM
state enterprlse, because of the occurrence of the transformatlon
of a publlC serVlce lntegrated In the Mlnlstry of Transports (the
eX-Natlonal Dlrectorate of Rallways and Harbors) lnto a buslness
entlty to WhlCh lt was ordered to transfer all the movable and
lmrnovable patrlmony, lncludlng the rlghts and obllgatlons
attached to the sald ex-natlonal Dlrectorate, as well as the
respectlve staff, wlth the express safeguard of the rlghts
acgulred, the followlng was found out·

Workers who, up to the date of the creatlon of the enterprlse,
that lS, 01 01 89, were at the serVlce of the ex-Natlonal
Dlrectorate of Rallways and Harbors and, due to thlS reason,
subJect to the General Statutes of State Functlonarles, when
passlng on to the new enterprlse, albelt lf bereft of the quallty
of C1VlI servants, remalned subJect to that "Statute" as regards
the rlghts acqulred (senlorlty, career progresslon, retlrement,
pens1ons, salary, among others)

However, the sltuatlon of workers engaged after the 01 01 89 lS
dlfferent, Slnce they are subJect, excluslvely, to the lnd1vldual
labor contract law

2 3- It thus can be concluded that 1n the CFM enterprlse there
eX1st two d1st1nct reg1mes to regulate labor relatlons

One, of publ1C rlght, ruled by Decree no 14/87, of the 20 05 87,
IIGeneral Statutes of State Funct1onarles", appl1cable only to
workers who were bound to the ex-Nat10nal Dlrectorate of Ra1lways
and Harbors up to the 01 01 89 and who, on that date, passed on
to the new enterpr1se

The other, of pr1vate r1ght, ruled by Law no 8/85, of the
14.12 85, appl1cable to

- all workers who were adm1tted to the Enterprlse after
01 01 89,
- workers who have passed on to the new enterprlse, 1n
the part that does not coll1de w1th the r1ghts acqu1red
under the terms of the "Statutes of State
Funct10nar1es"

2 4 Thus, there eX1st not only two d1st1nct work statutes 1n the
CFM enterprlse, but there also eX1sts a dual1ty of reg1mes
appllcable to the legal labor relat10ns of workers who have
passed on to the new enterpr1se, who reta1n a nucleus of "rlghts
acqulred ll arlslng from the prevlous statute of publlc rlght, but
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who also benef1t from the norms of pr1vate r1ght that do not
preJud1ce those r1ghts

a) They are subJect, because 1t 1S more favorable, to the wage
system and respect1ve 1ncent1ves, spec1f1c of the enterpr1se, and
no longer to the wage structure appllcable to workers of the
State Apparatus, necessarlly less favorable (In accordance wlth
Decree no 40/90, of the 29 12 90),

b) They beneflt from the rlght to form a un10n (Law n: 23/91, of
31 12.91), from the rlght of collectlve contracts (Decree no
33/90, of the 24 12 90) and from the rlght to go on strlke (Law
no 6/91, of the 09.01 91 and D1spatch of the 10 01 90, WhlCh
rlghts are not appl1cable to State functlonar1es

2 5. However, 1n a dlfferent manner, the r1ght lS appl1cable for
the purpose of ret1rement and respect1ve pens10ns or 1n case of
termlnatlon of thelr work relatlon, the advantages of the more
favorable publlc rlght reglme constltutlng, for these workers,
the nucleus of "acqulred rlghts" lntanglble to the less favorable
reglme of the lndlvldual labor law

2 6 An lmportant number of workers are stlll subJect to the
General Labor Law, who render thelr actlvlty In the Ports
(approxlmately 9,750), the so-called "Card Workers" and those who
render thelr actlvlty In the malntenance teams (approxlmately
1,900) who constltute the group of the so-called "eventual
workers "

2 7 In reallty, these workers render thelr actlvlty for
satlsfact10n of toplcal and temporary needs, somet1mes of an
exceptlonal nature, be1ng pald by the day by the week, subJect to
spec1flc rates calculated by the hour, the day, the week, wlthout
any guarantee of the contlnulty of the labor post, In contrast
wlth the rest who are permanent workers

2 8. It appears lmportant to note an lnltlal concluslon WhlCh lS
Workers who have passed from the ex-Nat1onal Dlrectorate of
Rallways and Harbors to the new enterprlse, now beneflt from a
duallty of reglmes, one, of publlC rlght, for the purposes of
senlorlty, bonus, ret1rement, penslons and termlnatlon of thelr
legal labor relat1on, and another, of prlvate rlght, for the

----~urposes of wage reglme, lncentlves, col1ectlve employment, etc,
WhlCh enables them to accumulate the advantages pertalnlng to
each reglme, placlng the CFM enterpr1se 1n an exceptlonal
posltlon ln the labor and employment market

3 SOME ASPECTS OF THE SOCIAL SECURITY REGIME OF THE CFM
WORKERS

3 1 As we have been mentlonlng, the greater part of the CFM
workers are subJect to the "General Statute of State
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Functlonarles" for penslon purposes

3 2 We speak about the retlrement penslon apropos the measures
for the reductlon of the labor force, lncludlng thereln the
dlsablllty or slckness penslon

3 3 It lS lmportant, because lt also refers to expenses born
dlrectly by the State BUdget, to ldentlfy other sltuatlons glvlng
place to penslons, such as

- Survlval PenSlon (Artlcle 2S8)
- SUbSldy due to Death (Artlcle 263)
- Blood Penslon (Artlcle 269)

The Survlval PenSlon lS due to the helrs, upon the death of the
functlonary entltled to retlrement, or already retlred,
calculated In the same manner as the retlrement penslon and the
amount thereof lS SO% of the latter

The Death SUbSldy lS glven to the next-of-kln under the charge of
the deceased functlonary and lS equlvalent to SlX months of the
remuneratlon lnherent to the respectlve post or functl0n

The Blood Penslon lS due In case the functlonary dles due to
lnJury, accldent on the Job or resultlng from dlsease contracted
through professlonal actlvltles In contact wlth tOX1C materlals

ThlS penslon lS calculated lt amountlng to 70%, plus
as a retlrement penslon, 6% for each mlnor Chlld

3 4 These penslons were recently updated by 3S%, accordlng to
the already referred serVlce order of the 09 06 92

4. LEGAL MECHANISMS FOR REDUCTION OF THE LABOR FORCE IN
THE CFM ENTERPRISE

4 1 For workers attached to the CFM up to 01 01 89

4 1.1 Taklng as a basls the data furnlshed by the Dlrectorate of
Plannlng of the CFM, pOlntlng to a global flgure of 32 sao
workers, of WhlCh 9 7S0 are card workers (temporary) and 1 900
belong to the malntenance teams (also temporary), the remalnder,
approxlmately 21 000, are permanent workers

4.1 2 In turn, among these, approxlmately 6S% to 70% work In the
ral1ways, that lS, 12 SOO to 13 000 Conslderlng, on the other
hand, that workers admltted after the 01 09,89 were not more than
5%, more than 95% of workers attached to the Rallways orlg1nated
from the ex-Natlonal Dlrectorate of Rallways and Harbors and,
therefore, are subJect to the publlC rlght reglme for the purpose
of retlrement, penslons and termlnatl0n of the labor relatlon
thereof
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4.1 3 Thus, the legal mechanlsm to Wh1Ch the CFM enterpr1se may
take recourse for the reduct10n of the labor force through 1tS
own ln1t1at1ve, 1n relat10n to these workers, 1S that of
compulsory ret1rement

4.1 4 In real1ty, 1t 1S posslble, through the 1n1t1at1ve of the
CFM, as a consequence of the reorgan1zatlon of work measures, to
carry out compulsory ret1rement of workers (Art1cle 237, no 2 of
Law Decree no 14/87)

- -- - ---

The legal requ1rements for th1S compulsory ret1rement are only
def1ned 1n the case of age llm1t, 65 years for men and 60 years
for women, and not In the other sltuat10ns

4.1.5. It appears, however, that there must eXlst a retlrement,
no longer as regards age but as regards the mlnlmum tlme of
serV1ce, WhlCh lS 15 years serVlce

In reallty, lf the mlnlmum tlme to acqulre the penS10n lS flfteen
years, lt would not make sense, 1n case of ret1rement through the
ln1t1atlve of the CFM enterpr1se and not for reasons of age
llmlt, that the legal presuppos1tlon of m1n1mum tlme to acqu1re
that rlght was not respected (accordlng to Art1cle 238,
paragraph b)

4 1.6. Another poss1blllty 1S the recourse
ret1rement (Artlcle 238, Decree no 14/87),
lS applled for by the worker's ln1tlatlve
thereof are as follows

to voluntary
that lS, the one that
The requlrements

a) To have sat1sf1ed or gOlng to meet the expenses
1ncurred for ret1rement,
b) If the worker 1S 60 years of age, 1f a man and 55
years of age, lf a woman, and has rendered 15 years
serv1ce, at least, or
c) To have rendered 35 years serVlce

4.1.7 For toplcal sltuat1ons, recourse to the legal model of the
"extraord1nary retlrement" (Art1cle 256), whose determ1nant

-----fac~or lS the worker's d1sab1l1ty, lS also P0881ble A
character1z1ng aspect of th1S reg1me 18 the fact that the t1me of
serVlce rendered 18 always cons1dered to be equlvalent to 15
years , lf the worker has not attalned such a mln1mum number of
years of serV1ce

However, 1f the determ1nant factor of d1sab1l1ty due to acc1dent
In serVlce or serlOUS and 1ncurable dlsease contracted by vlrtue
of the functlons exerc1sed, the tlme of serVlce 18 always
consldered equ1valent to thlrty-f1ve years
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4 1 8 Calculat10n of the ret1rement penslon 1S done taklng the
followlng formula as a bas1s

P = R x A / 35

where
P = retlrement penslon
R = remuneratlon earned at the t1me of retlrement
A = years of serVlce

(lnclud1ng all the sltuat10ns comparable to the years of serV1ce
as 1S the case of those who have part1clpated In the natlonal
Ilberatl0n struggle and who are entltled to a 100% lncrease when
countIng tIme of serVIce, to a maXImum lImIt of 35 years)

4.1 9 Under a labor force decongestlon and ratlonallzatl0n
perspectlve, the CFM has contlnued wlth the adoptlon of a
spec1flc measure of early retlrement, wlth the agreement of those
concerned, w1thln the legal 11mlts that characterlze the
voluntary retlrement model, as follows,

___ 15 years serVlce and 55 years of age, for women, and 60
years of age, for men, or 35 years serVlce

4.1 10 Through thlS measure lt has been posslble to make a
substantlal reduct10n In the labor force, of the order of seven
thousand workers

The expenses arls1ng from thlS "voluntary retlrement" are belng
born by the State Budget and by the enterprlse, 1n cases where lt
1S necessary to cover the dlfference to full penslon, because
workers have not reached 35 years serVlce

4 1 11 In thlS context lt appears to be Just1flable, seelng that
1t 1S 1nserted In the contlnuatlon of the already eXlstlng set of
rat1onallzatl0n measures, to contlnue to lnvest In an early
ret1rement strategy WhlCh would take the form of a voluntary
ret1rement because lt would always have the agreement of the
worker concerned, obeylng the followlng requlrements

15 years serVlce and 50 years of age, be1ng a woman
and 55 years of age, belng a man wlth the rlght to opt
e1ther through a 20% retlrement bonus, wlthout
preJudlce to the maXlmum llmlt of same havlng to
correspond to 35 years, or through an lndemnlty
correspondlng to X months remuneratlon

4 1 12 Expenses would be born by the State Budget In the part
correspondlng to the value of the pensl0n for the years of
serVlce rendered, elther optl0n, the 20% bonus or the lndemnlty,
be1ng born by the CFM enterprlse.
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4 1 13 Th1S measure, although 1ntroduc1ng an age Ilm1t not
env1saged 1n the "General Statutes of State Functlonarles", would
not const1tute an unprecedented fact In the Mozamblcan labor
rlghts order, seelng that In the relatlons ruled by the General
Labor Law (pr1vate r1ght), lS contemplated the poss1b1l1ty of
be1ng able to apply for an early retlrement at 50 years of age
(Art1cle 7 of Decree no 46/89, of the 28 12 89)

4 1.14 The maJor consequence would be the pressure on the State
Budget result1ng from a ret1rement of th1S nature, even 1f the
bonus or 1ndemn1ty to br1ng 1t up to a full pens10n would have to
be born by the CFM

It must be added that the CFM, under the terms of the General
Statutes of State functl0nar1es (Artlcle 248), are obl1ged to
make the legal d1scount of 7% on the gross remuneratlon of
functl0narles (for the purposes of thelr rlght to acqulre thlS
retlrement penslon), and the consequent dellvery of those
dlscounts to the Treasury ( In the Mln1stry of F1nance), have
never done so, 1t presently const1tutlng a debt by the CFM to the
State BUdget, WhlCh debt may come to lntegrate the State
const1tutlon fund (credlt capltal) In the future publlC
enterprlse In Wh1Ch the CFM may transform 1tself

4 1 15 Another alternat1ve and thlS one be1ng el1g1ble under the
llght of the legal framework 1n force, even 1f appl1cable to
sltuat10ns of the restructur1ng of State serV1ces, but Wh1Ch
could be extended to the CFM enterpr1se through the creat10n of
an approprlate Jurld1cal normat1ve, would be the creatlon of a
supernumerary or surplus cadre that would gather those ava1lable
or under-ut1l1zed by v1rtue of restructurlng measures equ1valent
to "suppress1on or compress1on of the organ1c structure", as lS
d1sposed 1n Art1cle 94, paragraph c) of the General Statutes of
State Functlonarles

4 1 16 The opt1on for th1S alternatlve would belong to permanent
---workers, cons1dered surplus and who d1d not opt for early

retlrement measures

The advantages of thlS alternatlve were ObVl0US

- Legltlmacy of such measure under the llght of the
legal framework,
- Recept1v1ty by the un10n structure, b1nd1ng 1t to the
perfect execut10n thereof,
- Gradual and progress1ve reform of the sector,
allowlng a sort of postponement as regards the moment
of flnal detachment from the enterprlse

4 1.17 Th1S cadre of supernumerar1es would have the follow1ng as
fundamental aspects def1n1ng the reg1me thereof,
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Workers would retaln
- the work tle and the category,
- full salary, for example, durlng the flrst SlX months
and, afterwards, 60(70)% up to two years, lncludlng
Chrlstmas bonus,
- complementary lnstallments bonus, for those entltled
to them, such as Chlld allowance, house rent subSldy,
- the rlght to health care,
- the tlme workers remalned as supernumerary would
count for all effects, namely, sen1orlty, ret1rement
and career progress1on

In case they were called for professlonal tralnlng and
advancement actIons, they would receIve theIr wages as though
they were In actlvlty.

Dur~ng the tlme they remalned as supernumerary, they could elther
be re~ntegrated 1n the new enterprlses result1ng from the

____~~s~ructurlng of the sector or, 1f they were not, one of the two
situations followlng could occur

- supernumerary workers, In contlnued or 1nterpolated
lnactlv1ty dur1ng two years and who had 15 or more
years serv1ce, would be compuls1vely pens10ned off,
wlthout any gratulty, or
- workers who remalned supernumerary dur1ng twelve
months, contlnued or lnterpolated, could retlre
voluntar1ly, optlng for a pens10n wlth gratulty (20%)
or for an lndemn1ty

4 1 18 These and other measures leadlng to the reduct10n of the
surplus labor force In the CFM are 1nnovat1ve elements not
covered In a speclf1c legal framework, and would poss1bly requlre
the creat10n of an appropr1ate dlploma

4.2 Retrenchment Opt1ons for Workers Engaged after 02 01 89

4.2.19 Let us now proceed wlth the analys1s of the labor r1ghts
s~tuat1on of workers engaged after the 01 01 89 who, such as we
have ment10ned before, are subJect to the General Labor Law

4.2 20. As regards them, the1r work relat10n 1S character1zed by
the render1ng of cont1nued and permanent serV1ce that allows 1tS
subsumpt10n 1n the legal framework of "labor contracts for
~ndeterm1nate t1me" (Artlcles 9 and 10 of Law no 8/85)

The faculty to put an end to labor contracts un1laterally, by
_____e~_ther party, In order to make cease the effects thereof, 1S one

of the character1st1cs of the Jurld1cal d1sc1pllne thereof
D~fferently from the publ1C employment relatlon, where un1lateral
cessat~on by e1ther party carrles strong cond1t1ons (for example,
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on the part of the State, C1Vll servants only see the termlnatlon
of thelr Jurldlcal tle through retlrement or, eventually,
followlng a punltlve measure applled In a dlsclpllnary process),
the prlvate labor relatlon can cease through tradltlonal
sltuatlons of "reC1Slon wlth prlor notlce" and "reC1Slon wlth
Just cause" proven through dlsclpllnary process (Artlcle 24 of
Law no 8/85)

4 2 21 But the lnteractlon between publlC rlghts and prlvate
rlghts, on the matter of labor questlons, produces an lncreaslng
approxlmatlon between the two reglmes, gradually fadlng away the
dlfferences between them, as regards the questlon of stablilty In
the work post, for example.

Thus, restrlctlons to the termlnatlon of the labor relatlon, by
lnltlatlve of employers, are also found In prlvate rlght.

4.2.22. Under the llght of Mozamblcan laws, termlnatlon of labor
contracts through reC1Slon wlth prlor notlce, by lnltlatlve of
the CFM, lS only posslble In the obJectlve sltuatlon expressly
envlsaged In the law for the adoptlon by lt of technlcal
organlzatlonal measures that lmpose the adequacy of the labor
force (Artlcle 26)

In the latter case, the process followed lS that of the mlnlmum
90 day prlor notlce, followed by an 0plnlon by the unlon body,
the rlght to an lndemnlty belng guaranteed, calculated on the
basls of tlme of work rendered (three months for each two years)
and by communlcatlon to the Secretarlat of State of Labor for the
preferentlal re-postlng of workers (Artlcle 26 of Law no 8/85 and
Artlcle 7 of Decree no 9/89, of the 01 06 89)

4 2:23 In cases where lt lS found that there eXlsts a contlnued
renderlng of serVlce subJect to a flnal term, In case of early
termlnatlon of contract the CFM would be obllged to pay an
lndemnlty equlvalent to the remuneratlons due up to the term of
the stlpulated perlod

4 2 24. Workers whose work relatlon lS fully ruled by the general
labor law, can be pensloned off due to age llmlt (60 years for
men, 55 for women), but can stlll be the obJect of early
retlrement at the age of 50, In cases where they show premature
physlcal decay

4 2 25 The Soclal Securlty Instltute lS In charge of all
penslons and, due to the recent creatlon of the soclal securlty
leglslatlon, they are born alternately or JOlntly, by that
organlsm and by the employer (CFM) (accordlng to Decree no 46/
/89, of the 28 12 89, Decree no 5/89, of the 18 09 89)

Contrlbutlons to soclal securlty amount to 7%, the worker paYlng
3%, the CFM paYlng 4%
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4 2 26 Would 1t then be poss1ble to extend to all the CFM
workers the early ret1rement legal reg1me of the General Labor
Law and to propose the respect1ve ret1rement at 50 years of age?
~such dec1s1on regard1ng ret1rement had acceptance on the part
of workers would, after all, be another form of voluntary
ret1rement that seems leg1t1mate At bottom, everyth1ng would
happen as 1f CFM workers were glven the r1ght to opt, for
ret1rement purposes, for the pr1vate r1ght system, prov1ded the
latter would not result 1n a less favorable consequence

The quest10n lS that contr1but1ons pa1d to the State Budget would
have to be transferred to the Soc1al Secur1ty 1nst1tute and such
transfer would 1mply a certa1n complex1ty see1ng that the CFM,
although mak1ng the 7% d1scount on the remuneratIons earned, have
not really handed over such contr1but1on

5. SOME REFLECTIONS ON THE CREATION OF A SPECIFIC
NORMATIVE FOR THE REDUCTION OF THE LABOR FORCE IN THE
CFM

5.1 Under the 11ght of the present Jur1d1cal ord1nat1on what 1S
the leg1t1macy of apply1ng spec1f1c measures to the CFM sector
Wh1Ch contemplate the maSS1ve reduct10n of the labor force,
e1ther through early ret1rement, or through reC1S1on w1th pr10r
not1ce (In cases where th1S form was appl1ed)?

5 2 It lS 1mportant to bear 1n m1nd that what stands out from
the legal texts lS the pr1nc1ple of the causal1ty of the
d1sm1ssal, to be leg1t1mate, any term1nat1on of the labor
relat10n by employer's 1n1t1at1ve needs to be well-grounded,
e1ther for econom1C reasons or others, so that such cause, that
mot1vat1on, ga1ns such a d1mens1on 1t supersedes other values
such as, for example, the r1ght of the enterpr1se and the
prof1tab1l1ty thereof over the r1ght to labor protect1on and
Just1f1es the sacr1f1ce of the latter

5.3 In the case under cons1derat1on 1t lS the causal1ty
"restructur1ng, red1mens1on1ng, rev1tal1zat1on of the CFM" that
confers the leg1t1macy necessary for the reduct10n of 1ts labor
force and the 1nherent measures

5 4 But because the measures to be adopted prove to be
1nnovat1ve, both as regards the sltuat10ns covered thereby (early
ret1rement, temporary or def1n1t1ve return to 1nact1v1ty) and as
regards the reparat1ve or compensat1ve procedures to be followed

_____ {Qonus, 1ndemn1ty, profess1onal re-or1entat1on, re-emploYffient),
the creat10n of a spec1f1c legal framework 1mposes 1tself no
longer as a quest10n of leg1t1macy but of 1ts Jur1d1cal and
pract1cal eff1cacy, the advantages of Wh1Ch appear to be
unden1able

5.5 Let us see some of those advantages
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- Consecrat1on of a concrete Solutlon and, therefore, more
adJusted to the real sltuatlon In the enterprlse and to the
pecullar sltuatlon of the CFM workers,

- It would endow the sector wlth greater dlgnlty, fully
Just1flable due to 1tS economlC 1mportance,

- In 1tS execut10n 1t would compr1se not only State bod1es and
the enterprlse's management but also the unlon structure, whose
0pln1on 1S compulsory throughout th1S process,

- It would contrlbute to the transparency of the crlter1a to be
followed,

- It would Ob]ectlfy the factual sltuatlons covered by the
reductl0n of the labor force WhlCh would glve greater certalnty
to those they a1m at,

- It would consecrate the exceptlonal character of the
compensat1ve or reparat1ve measures (lncent1ves) 1nd1spensable
for 1tS acceptab111ty by those concerned

5 6 If 1t 1S not opted for the creat10n of a spec1f1c legal
framework contemplat1ng these and other measures for the
reduct10n of the CFM labor force, only through voluntary
ret1rement, based on 60 years of age for men and 55 years, for
women, and 15 years serV1ce, w111 1t be poss1ble to cont1nue to
1nvest 1n the labor force reduct10n For the very few cases of
workers, engaged after 01 01,89, reC1S10n w1th a 90 day pr10r

___ notLce w1ll be poss1ble, but alway~ subJect to a favorable
0p1n1on by the un10n body and the attrlbut10n of an 1ndemn1ty

5.7 The creat10n of a speclflc legal framework for the Rallways
sector, leg1tlmated by the causallty of those measures (economlc
reasons, reasons for the restructurlng and red1menslonlng of the
sector) would also have to encompass preferentlal re-employment
measures

5.8. In cases where the permanent work relatlon 1S term1nated,
e1ther through early ret1rement or through reC1S1on w1th pr10r
not1ce, the CFM worker would not have a subJect1ve r1ght of belng
re-employed In th1S or In any other sector of econom1C act1vlty
but only the more general rlght, common to all clt1zens, of
access to work

However, w1th the creat10n of a speclflc normat1ve, a publlC and
1nst1tutlonal commltment would be assumed (Mln1stry of Labor,
M1n1stry of Transports and Mlnlstr1es wlth portfolloS of the
econom1C areas el1g1ble for re-employment, for example,
Agr1culture, M1neral Resources, Industry and Energy, Construct1on
and Water Resources) to preferentlally re-employ In thelr sectors
workers falilng under the reductlon of labor force measures, or
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to glve them preferent1al access to econom1C free 1n1t1at1ve
(1 e small scale 1ndustry development fund, m1n1ng development
fund, agrar1an and rural development fund, agr1cultural
hydraul1cs development fund, f1sh1ng development fund)

5 9 In th1S way, CFM workers would not benef1t from the r1ght to
demand re-occupat1on of a work post 1n th1S or that sector But
they would benef1t from a preference r1ght to be re-posted or
re-or1ented to employment 1n1t1at1ves, new or under course

If not so, there wlll be soclal costs arlslng from a sector so
sens1t1ve and the r1sk that the so-forced 1nact1v1ty, 1n of
h1stor1cal organ1sat1ve trad1t1on, w1ll supersede the useful

___ p~rp9se of the restructurlng thereof.

5.10 To re1nforce everythlng Just stated above, as regards the
need of creatlng a spec1flc Jur1d1cal normat1ve for the maSSlve
reduct10n of the CFM labor force, 1S the fact that such reduct10n
may assume an unprecedented character not envlsaged In the
Jur1d1cal ord1nat10n 1n force

Therefore, such a reduct10n can hardly f1t 1n the framework of
the labor r1ghts leg1slat1on 1n force, be 1t w1thln the scope of
publ1C r1ghts or w1th1n the scope of pr1vate r1ghts, see1ng that
same was created under the prov1s1on of Solut1on of top1cal cases
of term1nat1on of the work relat10n and not for appl1cat1on 1n
sltuat10ns of " collect1ve d1sm1ssal"

6. CONSTITUTIONAL ECONOMIC SYSTEM A PLURI-FORM SYSTEM

6 0 W1th1n the framework of the Ob]ect1ves outl1ned 1n th1S PP,
another central quest10n lS the red1mens1on1ng of the CFM
enterpr1se 1n the recent legal framework of pr1vat1zat1on,
through the total or part1al transfer of the explo1tat1on of the
ra1lways to a pr1vate ent1ty and through the total or part1al
transfer of ownersh1p of the respect1ve patr1mony that, by
dec1sion of the government, w1lI be detached from publ1C
dom1n1on.

Then, let us see the legal 1mpl1cat1ons of the re-d1mens1on1ng
(pr1vat1zat10n) of the CFM state enterpr1se, under the 11ght of
the new Const1tut1on of the Republlc of Mozamb1que and of the

____~Qonom1c leg1slat1on 1n force

6 1. The new Mozamb1can econom1C const1tut1on, Wh1Ch came 1nto
force on the 30 11 90, has consecrated the coex1stence of var10US
econom1C forms 1n accordance w1th the respect1ve ownersh1p and
management of the means of productl0n
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Let us see each one of those economIC forms

The state Sector - constItuted by state enterprIses, by publIC
enterprIses and other publIC entItles, whatever theIr JurIdIcal
statute publIC enterprIses In the strIct sense, publIC capItal
enterprIses, publIC InstItutes, publIC funds),

The Co-operatIve Sector - WhIch Integrates the Co-operatIve
enterprIses,

The PrIvate Sector - rather heterogeneous, IntegratIng from the
small artIsan, passIng through the famIly sector, up to large
enterprIses;

The MIxed Sector - IntegratIng publIC capItal and prIvate capItal
enterprIses

6 2. The essentIal characterIstIc of the MozambIcan
constItutIonal economIC system IS not the eXIstence of varIOUS
types of ownershIp and management common to any market economy,
nor of the greater or lesser dImensIon of eIther one, although a
hegemonIc tendency of the state sector results therefrom

But what IS essentIal In the constItutIonal framework IS the
guaranty of the pluralIsm of the dIfferent forms of ownershIp

___ 6 _3__ In turn the guaranty of these three sectors of ownershIp
ImplIes the eXIstence of three forms of economIC InItIatIve

- publIC
- prIvate
- co-operatIve.

The publIC economIC InItIatIve IS one of the domInant aspects of
the ConstItutIon of the RepublIc of MozambIque, because no
economIC area IS reserved thereto

6.4. On the contrary, there eXIsts reservatIon of pUblIC
ownershIp of certaIn propertIes (Land, Natural ReservatIons, AIr
Space, MarItIme Zone, Water Resources, MIneral Resources) But
thIS does not necessarIly sIgnIfy reservatIon of publIC
exploItatIon, some of these propertIes beIng able to be the
obJect of exploItatIon by prIvate entItles (1. e concessIon
regIme for land use and development, conceSSIon regIme for
research and exploItatIon of mIneral resources)

6 5. But In some sectors and fIelds of actIvIty there IS
condItIoned access to prIvate InItIatIve Then WhICh are those
sectors or those actIvItIes?

Such defInItIon IS a matter of the government's competence, under
the terms of ArtIcle 4 of Law no 15/91, of the 03 08 91, whIch
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dlploma, In turn, has determlned some of those sectors, only as
an example but not In depth and WhlCh are the followlng

- Attrlbutlon of mlnlng rlghts,
- Productlon and lssue of currency,
- Exploltatlon of games of chance

These are forbldden to prlvate lnltlatlve, the exerClse of the
respectlve actlvltles belng only allowed to State enterprlses,
under the excluslvlty reglme

6 6. However, other sectors are partlally forb1dden to pr1vate
lnltlatlve, because they permlt the exerClse of the respect1ve
actlvlty In concurrence (publ1C sector, pr1vate sector), 1t
behovlng the State what the law calls "an economy regulatlng

---role".

The Jur1dlcal forms of th1S conc111at1on between the publ1C and
the prlvate sectors are, normally, the J01nt ventures and the
publlC conceSS1on contracts

6.7 Although the Government has not yet expressly establ1shed
the further sectors the econom1C act1v1ty of WhlCh must be
exerclsed under the exclus1vlty reg1me by state enterprlses, or
ln concurrence w1th the pr1vate sector, Law no 15/91 has
establ1shed, as of now, the 1nformat1ve pr1nc1ples as Wh1Ch must
those sectors be

Thus the present state enterpr1ses that "develop act1v1tles of a
strateglc nature", cons1der1ng as such "the render1ng of publlC
serV1ces to the commun1ty" Wh1Ch, due to the1r essent1allty, must
be rendered or controlled by the State, have to remaln ln the
state enterpr1se sector

6.8. But what 1S not yet 1dent1f1ed and, therefore, 1S om1tted
under the llght of the recent legal econom1C framework, 1S Wh1Ch
are the econom1C act1v1t1es of a strateg1c nature that have to
remaln under the exclus1v1ty reg1me 1n the State sector and Wh1Ch
are those that may concur w1th the pr1vate act1vlty

7 THE CFM STATE ENTERPRISE PLACE THEREOF IN THE ECONOMIC
CONSTITUTIONAL FRAMEWORK

7.1. Jurld1cally, the "Cam1nhos de Ferro de Mozamb1que"
(Mozamblque Rallways) are a state enterpr1se and, as such,

-----int~grated 1n the state enterpr1se sector, the latter understood,
ln accordance w1th the legal texts 1n force, 1n the econom1C
sense, as the set of enterprlses under the Superv1s1on or
management of Publ1C Adm1n1strat1on

The Jur1dlcal forms that, 1n Mozamb1can econOffi1C r1ghts,
character1ze the State enterpr1se sector are,

- state enterpr1ses
- publ1C enterpr1ses
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- corporat1ons of publ1C cap1tal exclus1vely

Unt11 a very short tlme ago, the state enterpr1se was the
dom1nant Jur1dlcal form to Wh1Ch the State took recourse to
lntervene 1n the econom1C act1v1ty

However, w1th an lnternal structure slmllar to that of any publ1C
serVlce, markedly bureaucratlc and adm1nlstrat1ve, connected to
the organlsms of portfol1o (m1nlstr1es, Secretar1ats of State) by
h1erarch1c I1nks strangl1ng any management autonomy, these
econom1C un1ts, organ1zed more In admln1stratlve than 1n
enterpr1s1ng moulds, today appear to be 1n a decl1n1ng phase

In reallty, wlth all the new Mozamb1can econom1C leglslatlon on
publlC enterprlses and prlvatlzatlon systems, state enterprlses
w111 necessar1ly tend to transform themselves lnto publlC
enterpr1ses or publlC corporat10ns, or to become ext1nct and glve
place to pr1vate enterprlses

7.2 The CFM state enterpr1se does not appear to be the exceptlon
to th1S rule Although created recently, ln 1989, under the form
of a state enterpr1se (It lS 1mportant to recall here that 1t was
the f1rst step towards the transformat1on of what was and,
h1stor1cally, has always been a publ1C serv1ce), the next step
appears to be the transformat1on thereof 1nto a publ1C
enterpr1se

- --- 7~3 As a matter of fact, 1dent1cal processes are be1ng followed
1n the sector of transport, as lS the case of the transformat1on
l.nto publ1C enterpr1ses of the state enterpr1se "Corre10S de
Mozamblque" (Mozamb1que Posts) and the state enterpr1se
"Telecomun1cacoes de Mozamb1que II

7 4 Reasons of an econom1C order, on the one hand, but also
legal, have determ1ned th1S transformat10n

7 5 In real1ty, any of those enterpr1ses, as well as the CFM,
render a publ1C serV1ce to the commun1ty Wh1Ch 1nserts them 1n
the fl.eld of the act1v1t1es of a strateg1c nature In the case of
the CFM, the d1ploma that created 1t expressly states that the
CFM enterpr1se renders a "publ1C serV1ce for transport of persons
and goods" and const1tutes an "lmportant veh1cle of nat10nal
un1ty" (Decree no 6/89, of the 11 05 89)

7 6 Th1S means that we are faced w1th one of the act1v1t1es that
must rema1n 1n the State enterpr1se sector (Law no 15/91)

The doubt that re~a1ns 1S 1f th1S act1v1ty lS exclus1ve of the
State or 1f 1t can be exerc1sed 1n concurrence w1th the pr1vate
sector.

But In whatever sltuatlon, state enterprlses that have to rema1n
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1n the state enterpr1se sector, WhICh 1S the case of the CFM,
eIther exclus1vely or In aSSocIatIon WIth prIvate partIes, have
to be transformed Into publIC enterprIses before acquIrIng any
other Jur1dlcal form

The publ1C enterprIse IS as If the f1rst step of the
restructurlng and red1menslonlng of the state enterpr1se sector
(Artlcle 3 of Law 15/91)

7.7 The advantages of the transformat1on of state enterpr1ses
Into pub11C enterprlses, although they both 1ntegrate the state
~nterprlse sector, lles 1n the drastlc decrease of the
lnterventlon of publlC powers In the Internal management of the
latter For example, publlC enterprlses, dlfferently from state
enterprIses, are able to freely transact the movable and
Immovable property Integrat1ng the patrlmony thereof, wlth the
exceptlon of those that Integrate publlC doma1n and WhICh
constltute what the law calls "un1versallty" PubllC doma1n
propertles are those determlned by law (1 e land) and those
attached to a publlC utlilty functlon, constltutlng an
un1versal1ty (Artlcle of the CIVll Code)

Such 1S the case of the rallway 11nes, w1th all ItS components,
Infrastructures and Ilne superstructure, the1r annex bUlldlngs
and accessory works, "BUIldIngs, sIgnals, telegraph and telephone
lInes and all the fIxed materIal of any kInd "

Such propertIes, when detached from theIr publlC act1vlty, can
then be the obJect of transact10n That IS, If the ra11s, the
level crOSSIngs gates, the slgnals are separated, each one of
these thlngs, Ind1vldually, because they have autonomy when
subtracted from the unIversalIty they constItute lose the publIC
domaIn character and can be freely negot1ated by the enterprIse,
WIth the exceptIon of those that per force of the law are always
publIC domaIn property (1 eland)

7.8. FleXIbIlIty and autonomy In management, posslbl1lty to take
recourse to hetero-flnanc1ng and self-flnanc1ng schemes equal to
those of prIvate economIC agents, a management molded on the
image of corporatIons and the posslbll1ty of transactIng goods
and serVIces In the market for a prIce calculated accordIng to

----economIc crlterla, are as much aga1n advantageous aspects of the
transformatIon of state enterprIses Into publlC enterprlses

7.9 It IS also Important to refer that subscrIptIon of the
statutory capItal IS not only by the state, the same be1ng
understood as the State Budget, but It can be by other publlC
entltles (1 e other publIC enterprIses, publIC funds, pub11c
capItal corporatlons exclus1vely)

7.10. One of the dIffIcultIes In the transformatlon of state
enterprIses Into publIC enterprIses lIes In the need of the
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lnternal flnanclal reparat10n thereof, see1ng that almost all of
them show a very h1gh def1c1t 1n the State Budget

In the case of the CFM, there lS the posslbll1ty that the State
may part1c1pate 1n the statutory cap1tal through the
capltal1zat1on of the enterpr1se's debts

7 11. At th1S p01nt lt seems 1mportant to extract two
concluslons

a) The restructurlng and redlmens10nlng process of state
enterprlses exerclslng an actlv1ty of a strateg1c nature, under
the llght of the legal econom1C framework lS a gradual and
consecutlve process because the state enterprlse has flrst to be
transformed lnto a publlC enterprlse and only after havlng
acqulred thlS statute can lt later assume other Jurldlcal forms
of enterprlses of a prlvate nature (tradlng companles)

b) State enterpr1ses not sltuated In strateglc sectors can be
prlvatlzed lmmedlately

7.12 Havlng ldentlfled the Jur1d1cal-economlc forms to WhlCh the
state takes recourse when lt wlshes to lntervene 1n the economlC
actlvlty, havlng analyzed the optlons posslble wlthln the legal
framework of the redlmenslon1ng of the state enterprlse sector,
to totally or partlally llberate the publlC component of the
tltularlty of the capltal and the tltularlty of management
(publlC enterprlses, publlC capltal corporatlons, JOlnt ventures,
prlvate capltal companles), let us see the concrete legal
lmpllcatlons of the redlmenslonlng and restructur1ng of the CFM
state enterprlse.

8 PRIVATIZATION OF THE CFM RELEVANT ASPECTS OF ITS
JURIDICAL REGIME

8. 13 Ident1fled as an enterprlse renderlng publlC serVlce to
the communlty and, therefore, exerclslng an actlvlty of a
strateglc nature, everyth1ng pOlnts out that the CFM enterprlse
should rema1n In the state enterprlse sector and, as such, assume
the jurldlcal-economlc form of a publlC enterprlse

8.14 But the restructurlng process of the CFM can be preceded by
or slmultaneously wlth measures of total or partlal allenatlon of
the patrlmony thereof

The laws In force on thlS matter (Law 15/91, of the 03 08 91,
Decree 28/91, of the 21 11 91, Decree 21/89, of the 23 05 89)
allow that state enterprlses can be allenated totally or In part
and that such allenatlon may take two forms essentlally
a) prlvate negotlatlon
b) publlC tender
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In the case of the CFM, slffiultaneously w1th 1tS transformat1on
lnto a publ1C enterpr1se, 1t w1ll be poss1ble to al1enate and
prlvatlze the propert1es that are detached from the1r publ1C
ut111ty funct10n (clos1ng down of llnes and consequent sale of
bU1ld1ngs, workshops, etc)

The adm1n1stratlve procedure for thlS allenat10n 15 ruled by Law
1~/91, of the 03 08 91, Decree 28/91, of the 21 11 91

The dec1s1on on the al1enat1on of the CFM, through pr1vate
negot1at1on or publ1C tender, behooves the Prlme Mln1ster,
asslsted by the Inter-Mln1ster1al Enterpr1se Restructur1ng
Comm1ss10n, created by Decree no 27/91, of the 21.11 91

8.15 In concluslon

8.15.1 Any pr1vat1zat1on of the "Cam1nhos de Ferro de
Mozamb1que" (CFM) lS faced by th1S llm1tat10n the un1versal1ty
of the ra1lways and harbors system (ra1lway llnes w1th all the
components already mentloned above) lS a publlC doma1n property,
seelng that 1t 15 attached to a publ1C ut1l1ty funct10n the
transport of persons and goods

Th1S means that such property cannot be al1enated nor, for
example, be the obJect of sale or conflscat1on

8 15.2. Such al1enatlon lS only poss1ble after these propertles
have been subtracted from the statute of publ1C doma1n property,
by authorlzat10n of the Government

(In add1t1on, the un1versal1ty of the propert1es const1tutlng the
ra1lways and Wh1Ch, under the llght of Portuguese law were a part
of the publ1C doma1n of the State, have malnta1ned the same
statute under the llght of the Mozamblcan legal framework, Slnce
they 1ntegrated the patr1mony of a publ1C serVlce (ex-Natlonal
D1rectorate of Ra1lways and Harbors) and under th1S capac1ty of
property subm1tted to publ1C doma1n were, later, transferred to

____t~e__CFM state enterpr1se, only a change of ownersh1p hav1ng
occurred, Wh1Ch change wlll also take place 1f th1S enterpr1se lS
transformed 1nto a publ1C enterpr1se because the latter also
lntegrates the state sector).

8.16 It wll1 then be poss1ble to quest10n Wh1Ch lS the reglme
appl1cable to th1ngs of publlC domaln Under the terms of the law
1n force (Artlcle 1304 of the C1Vl1 Code), the th1ngs of publ1C
domaln may be the obJect of publlC rlghts, such as

- ConceSS10n to pr1vate entlt1es for explo1tat1on
- Ownershlp by other publ1C entltles only
- PubllC use and frultlon (collectlon of tarlff for utll1zatlon

of property).
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8 17 The expl01tat10n conceSS10n 1S the pr1v1leged Jur1d1cal
1nstrument to wh1ch pub11c powers normally take recourse for the
management of pub11c doma1n property

The conceSS10n of the ra1lway serv1ce, for example, 1mp11es the
transfer of the respect1ve ra1lway l1ne to the ownersh1p and
management of the conceSS10na1re

But what 1S 1mportant to reta1n from th1s conceSS10n reg1me 1S
that the holder of the expl01tat10n conceSS10n 1S a "manager" who
undertakes to manage, at h1s own account and r1sk, and prov1de
the pub11c ut1l1ty of the ra1lways system (the operat1on), for
example, offer1ng the use thereof 1n an adequate manner (1 e
charg1ng tar1ffs, pr1ces, draw1ng up regulat1ons, superv1s1ng and
patrol11ng, 1f such 1S the case)

8.18. The "explo1tat1on concess10n" system allows a rec1procal
comprom1se between the fulf1llment of the ob11gat1ons of a pub11c
serV1ce that cannot be d1spensed (transportat10n of people, for
example) and the app11cat10n of methods of pr1vate commerc1al
management, 1n accordance w1th the commerc1al opportun1t1es made
eV1dent for the transport market, g1v1ng the conceSS1ona1re
flex1b1l1ty to temporar1ly or part1ally shut down some l1nes or
s1d1ngs granted or, eventually, reduced traff1c stat10ns,
whenever such expl01tat1ons do not prove to be commerc1ally
v1able, nor Just1f1ed

8 19 The Jur1d1cal 1nstrument for the "explo1tat10n concess10n"
___ ~s the conceSS10n agreement through wh1ch the CONCESSOR (1 e

CFM) transfers to the CONCESSIONAIRE (1 e pr1vate ent1ty) the
r1ghts that, legally, have been attr1buted to h1m, so that the
latter can prov1de the use of the th1ngs that have been entrusted
to h1m and that the r1ghts and ob11gat10ns of both are str1ctly
def1ned 1n order to clar1fy the relat10ns between CONCESSOR and
CONCESSIONAIRE and between them and the users of the ra1lway
serV1ce

8.20 A dec1s1ve quest10n for the va11d1ty of an agreement of
th1s nature 1S that of the author1zat10n thereof by the
Government

Actually, 1f the CFM opt for grant1ng to a pr1vate ent1ty the
r1ghts that have been attr1buted thereto by the government, 1n
the act of const1tut10n thereof (Decree 6/89, of the 11 05,89,
that created the state enterpr1se or, eventually, the legal
d1ploma that w1ll determ1ne the transformat10n thereof 1nto a
pub11c enterpr1se), such transfer can only take place, va11dly,
w1th the government's 1ntervent1on

And

- e1ther the CFM enterpr1se 1S prev10usly author1zed by Decree or
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resolut~on by the Cab~net to celebrate a concess~on agreement
w~th a pr~vate enterpr~se, establ~sh~ng, as regards the latter,
some statutory and share cap~tal requ~rements and the capac~ty of
the Government to part~c~pate ~n the adm~n~strat~on of the sa~d

enterpr~se (~e one delegate, one adm~n~strator)

- or the Government, through resolut~on by the Cab~net, a
poster~or~ rat~f~es the concess~on agreement celebrated between
the CFM and the concess~ona~re, so as to g~ve ~t full val~d~ty

and eff~cacy

8.22 Only ~n th~s way can the pr~vate ent~ty be val~dly ~nvested

w~th the r~ghts of the CFM enterpr~se that w~ll allow ~t to
manage the publ~c property wh~ch ~ntegrates the un~versal~ty of
the ra~lways and acqu~re, for example, t~tle to the Use and
Development of the Land for ~ndustr~al purposes or others
necessary for the concess~on thereof, or const~tute r~ghts ~n

favor of th~rd part~es, benef~tt~ng from the returns thus
obta~ned (~ e, leas~ng of ~mmovables)

8 23 Some aspects of the reg~me of a contract of th~s nature
seem exped~ent to refer

- The concess~on agreement can establ~sh the evolut~onary

character thereof, as the modern~zat~on of the ra~lway network ~n

the terr~tory ~s be~ng carr~ed out and ~n accordance w~th

techn~cal progress

- The poss~b~l~ty of extend~ng the contract to other
------infrastructures of land transport and wh~ch have techn~cal

analogy to ra~lway transport

- Per~od of concess~on

- Conform~ty w~th the transpQrt pol~cy def~ned by the
Government
- modern~zat~on of the l~nes and of the equ~pment and
the ~nvestments ~n accordance w~th the techn~cal

progress and market opportun~t~es

- R~ghts for the mater~al~zat~on of works that are not
the s~mple ma~ntenance or renovat~on of the ra~lway

l~nes and the bu~ld~ngs annexed thereto
- F~nanc~ng of ~nvestments, returns and expenses
- F~nanc~al and patr~mon~al management
- Terms of concess~on w~th~n the Jur~d~cal framework of
the guarant~es ~n force for fore~gn ~nvestors

- Jur~d~cal statutes of staff (nat~onal and fore~gn)

and profess~onal tra~n~ng plans

8.24 It must be emphas~zed that ~n the case of fore~gn

concess~ona~res, ~t w~ll be necessary to set down ~n the text of
the contract the rules of act~on for fore~gn ~nvestments, w~th

the observance of what ~s d~sposed ~n the legal framework ~n
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force (Law 4/84, of the 18 08 84 and Decree 8/87, of the
30 01.87), of wh1ch 1t 1S p01nted out

- over the property and r1ghts 1nvo1ved 1n the
1nvestment,
- transfer abroad of the exportable prof1ts and of the
re-exportable cap1tal,
- general and spec1al 1ncent1ves (1 e f1scal)
compat1ble w1th the 1mportance of the proJect w1th1n
the framework of nat10nal economy,
- 1n case of confl1ct, recourse to 1nternat1onal
arb1trat1on

8 25 Other Jur1d1cal Solut1ons may yet be outl1ned 1n the
pr1vat1zat1on process of the CFM, such as the State des1r1ng to
play a role of econom1C agent, 1nterven1ng d1rectly 1n the
product10n of services (transport of persons and goods)

Inc1dentally, conceSS1ons 1n areas such as the ra11 ways, when
requ1r1ng large 1nvestments for the re equ1l1br1um thereof and
because they serve the rest of the 1ndustry, tend to cease
pass1ng on to the State's orb1t, wh1ch 1S favorable to pr1vate
1nterests.

8.26 A group strategy accord1ng to the log1c state hold1ng
(and/or sub-Hold1ngs) and part1c1pated compan1es (hold1ng +
pr1vate operators, nat10nal and fore1gn) 1n wh1ch the CFM workers
could have preference 1n the subscr1pt1on of the share cap1tal,
1S another el1g1ble opt1on w1th1n the framework of the econom1C
leg1s1at1on 1n force

However, these or other alternat1ves depend on strateg1es and
opt1ons of pub11c 1nvestment pol1c1es

8 27. It 1S 1mportant to ment10n that, 1n th1s last case, the
quest10n of the detachment of property from publ1C doma1n w1ll
only take place 1n cases where, 1n the cap1tal of part1c1pated
compan1es, the state hold1ng holds a m1nor1ty.
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