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I. Introduction 

This evaluation sought to assess the impact of the t h i r d  phase 
of the Private Sector Rehabilitation Prograin (PSR 111). The 
Program Assistance Approval Dstunent (PAADE fox PSR I11 
s t i p ~ l a t e s  t h a t  an evaluation of the SIP shall be conducted 16 
months after  the signing of the grant agr2ement in June 1986. 
T h e  Office of the A I D  Representative in Maputo (OAR/Maputo) 
scheduled the e ~ a l u a t i ~ n  and-deve loped a scope of work for an 
evaluation team to undertake t h e  following tasks: 

A.  Evaluzte t h e  general objectives of the program. 

3. Evaluate the impact OF the inputs on private sector 
development, transport and marketing. 

C. Recommend modifications or additions that will increase 
t h e  impact (to be incorporated i n t o  t h e  PAIP fox the fifth 
phase, C f P  601~). 

D. Assess the management of the CfP ,  both  on t h e  part of 
A I D  and GPRM. 

E, Evaluate appropriateness of connodity mix, 

F. Identify policy reform i s sues  to incorporate into PAIP, 

G. Suggest changes/evolution of program. 

H. Other  duties as assigned, 

The evaluation methddology and s c h e d u l e  and team composition 
are attached as Annexes A znd B, respectively, 

I .  Program Background--Private Sector Rehabilitation 1x1 
( 6 5 6 - 0 2 0 l B )  

A,  Ftationale and Purpose 

The Private Sector Rehabilitation Program w a s  initiated in 
September 1 9 5 4  and marked the f i r s t  development-related e f fo r t  
of t h e  United States and the Government of the People's 
R e p u b l i c  of Mozambique ( G D R H ) .  Overall, the program is 
intended to support the GPRM's policy initiatives in 
revitalizing srivate sector activities, especially in food 
production, and encouraging its exparding ccoperation with the 
West, 

The PSR III Progran is the third phase af AID'S bilateral 
involvement in Mozambique, The  purpose of the program has 
consistently been support for  t h e  private agricolkural sector 



t~ encourage increased prodzction t h r o u g h  the inporkation of 
vitally needed inputs and equipment. The C I P  provides foreign 
exchacge fur the inportation of presen t ly  unavailable 
agricultural commodities for private sector farmers and raw 
materials for  the l o c a l  manufacture of commodities needed in 
the agricultural sector .  AS i n  Phases  3 and If, the primary 
justification f o r  t h e  skase 111 progrzn remains support for the 
OPRX's policy t r end  toward private sector development by 
providia~ resources which will h e l p  t h e s e  n e w - p o l i c i e s  suzceed 
and by encouraging noveaent toward a market Economy. 

Tkie lack of foreign exchange and the law priority accorded 
private sector agriccltura: production in Kozambique a f t e r  
kndependence r e s u l t e d  in few inputs being available to private  
fas~ezs and in s tzgnat ing  or d e c l i n i n g  production.  The few 
i i v s i l a b l e  agricultural inputs were a l located  to state farms, 
The inability of t h e  stzke f a r m  to provide t h e  country's food 
requirements, as well as other factors--such a s  inappropriat 
econuxic policies, drou;kt,  f l o o d s  and insurgency--created a 
foo3 c r i s i s  situation. The  A I D  C I P  prov ides  inputs tc the 
private agricultural sector in an attempt to he lp  a l l e v i a t e  t h e  
food cr i s l s  in the  Kaput0 area, ane a t  t h e  sane time, stimulate 
the  recovery of private faraers an6 agricultural ptaduction in 
specific t a r g e t  arezs in southern E o z a ~ b i q ~ e .  

3nder the CZP, AID finances t h e  foreiqn exckange costs of 
a%ricuiturnl inputs, machinery and equipment u n a v a i l a b l e  in the 
i ccz3  market for distribution to the pr iva te  sector.  Four  
phases of t h e  connodity i ~ ~ i p ~ r t  program have keen designed in 
Eozzmbique: PSR I, authorized i n  FY1984 fo r  $6,0 m i l l i o n ,  has 
Seen concluded and eva lua t ed ;  PSA 11, authorized for  $12.0 
xillion in F Y  1985, has a i sc  been concluGe6 and eva luated;  P$R 
- * -  
A L L *  aukhorized for $9.57 nillion in FP 1966, is essentially 
conplete~ and is t h e  s u b f e c t  of t h i s  evalua5ion. CIF ZV, t h e  
final phase in the four-year proqrar has been designed and i s  
currently being impleaentec, 

T h e  priority geographic areas initially identified for 
assistance i ~ ~ f u 6 e d  the Green ZCTES (fertile fzrm areas)  
surrounding Maputa city and the Chakwe region (about 200 
kilaseters north of Maputo) a l o n ~  t k e  Limpopo R i v e r  in Gazg 
province.  Latar, under  CIP IX, rhe Xai-Xai d i s t r i c t  i n  Gaza 
P r o v i n c e  was a l s ~  tncluded. These  three  geo~raphlc areas 
continue to be supported ~ n 6 e r  CLP ZIT. 

~ h e  connodity list for all three phases oS the Private Sector 
RekzLiXitacioe Pro3ram CBS3) has been e s s e n t i a l l y  t h e  same, 
m~ L,,ese cor.xodities have i n c l c 2 e d  fertiliz~r, seec?s, f a r m  



t r a c t o r s  and spare parts, irrigation pumps, hand tools, 
ox-drawn equipment, trucks, and spare parts. In the second 
phase I P S 3  111 fuel and some raw materials {specifically, z i n c  
s h e e t s ,  nylon,  plas t i c s  for irrigation pipes ,  and natura l  
rubber for inputs to selected private manufacturing firms) were 
a 3 ~ 0  included. A limited amount of seeds, f e r t i l i z e r ,  and  hand 
too l s  were f inanced for areas in cen t ra l  Mozambique affected by 
t h e  draught ,  

Phase I and Phase TI of t h e  PSR program i n c l u d e d  funds  for 
technical assistance to h e l p  NozamSique meet c r i t i c a l  needs in . 
t ra in ing  and in the adv i sory  services required for pr iva te  
sector  deuelopment and increased food production, (Those 
activities were evaluated in March 1987). The -FY 1986 PSR 131 
is s t r i c t l y  a CI? and die not i n e l u d e  a technical a s s i s t a n c e  
component, 

XI;, P o 3 i l i c a l  and Econo~ic Background 

A .  PoXitical Background 

Rotanbique gained independence in June 1975, a f t e r  almost five 
centcries of Portuguese colonial rule, The f r o n t  for t h e  
Libe ra t i on  of MozamSique (FRELIEO), which had waged a ten-year 
guerriila war against the Portuguese, assumed power as t h e  sole 
l ega l  party.  The GPRE follows a socialist, centrally planned 
economic nodel.  The party apparatus closely parallels and 
oversees the governmental structure. FRELIMO1s leader, Sarnora 
Kachel, who b e c a ~ e  President in 1975, served in t h a t  capacity 
until h i s  death in an airpls?e  crash in October 1986, 
ht its F o u r t h  Party Congress in 1983, FRELIMO called for 
greater exphasis on pragmatic policies. T h e s e  included price 
liberalization and a s h i f t  in policy emphasis from state farms 
to saa2.l holder fami3y agriculture, from heavy to l i g h t  
i n d u s t r y ,  and from major new investments to rehabilitation and 
m i n t e n a n c e ,  Private enterprise was to be given greater 
encourageseEt, and a foreign i n v e s t m e n t  code was enacted in 
1984 .  S e v e r a l  najox: U,S. corporations ? ve signed pro toco l s  
w i t h  the GPRX to pursue varioas projects  in mining,  fisheries, 
and in the ~rodncfion of s t ee l  products .  Mozambique also 
expanded its cooperation with the West by j o i n i n g  the World 
Bank, the International Nonetzry Fund (IMF) and t h e  Lome 
Convention in 1 3 8 4 .  

In #arch 1984 Moza~hique and S o ~ t h  Africa signed t h e  Nkomati 
Accord t h a t  called on bath countries to respect their 
respectiv2 territorial sovereignty. However, a ma3or 
insurzency which continues to be waged by t h e  Mozambican 
National Resistance (RENARC?) gases a pxogressivery more serious 
t h r e a t  to security sad devetopmezt. 



The new President, Joaqcln Chissano, who had been the countryLs 
Foreign Minister since indspendence, has been responsible for 
overseeing t h e  more non-aligned s tance  and for t h e  improvement 
in relations w i t h  t h e  West. Ee is a noderate, pragmatic 
nationaiist who has pledged to continue this process. 

Thus relations between the U . S .  and Mozambique have improved 
grea t ly  in recent years, Since lzte 1382 there has been 
s u s s t a n t i a l  agreement on issues of joint concern.  Mozambique 
has been supportive of U.S. efforts t o  bring about  Namibian 
independence.  In t h e  Uniked N a t i o n s  and o t h e r  international 
fora ,  Mozanbique has demonstrated a more receptive attitude 
tawards the U . S .  position on key issses, As a member of the 
Front Line Sta tes  and t he  Southern Africa Development 
Coordinating Conference, Mozambiqae is viewed as having a 
stabilizing influence in t h e  region.  

Mozzzibique is strategically located and endowed w i t h  largely 
untapped economic potential, pzrticularly in agriculture, 
energy, a 3 d  ninerals, Its transport routes provide v i t a l  
oc t l e t s  to the sea for neighboring landlocked states, If it 
continues to provide 2 moderating, stabilizing influence, 
EozazSiqae will play 2 pivotal role in regional attempts to 
r e s o l v e  Souzhern Africa's political and econmic problems. 

Economic activity in Mozanbique declined s e v e r e l y  from 1980 
t n r o u s b  1986. Even though the downwar? trend of incomes was 
reversed i n  1956 and positive growth is expec ted  i n  1987, t h e  
various available neasures i n d i c a t e  t h a t  aggregate rea l  income 
in 1986 gas less than 68% of its 1980 levels. In addition, per 
c a p i z a  incones have declined by over 50% from 1980 through 1986 
ana are e x p e c t e d  to zenain constant or decline slightly in 1987, 

S i n c e  1980 Mozanbique's e x t e r n a l  balance of payment position 
can b e s t  be d e s c r i b e d  as a major  d i s a s t e r .  Ex-ante ove ra l l  
balance of paynents deficits have risen from $32 million in 
1933 to $542 miliion in 1986. The financing of these de f i c i t s  
has l e d  to t h e  reduction of t h e  country's foreign reserves from 
$268 million t 4  months of imports) in 1953 to $55 million (1 
aonL5 of impo r t s )  at t h e  end of 1386. In addition, over $1.1 
S i l l i o n  I n  deb t  a r rea r s  were accumulated over t h i s  period. 
These massive deficits have occurred despite a one-third 
eecline in che level of nerchandise imports from $800 million 
i n  1980 to $543 million in 1986, The overall 3eficits arise 
fron the followincj developxenks: 

-- A contraction in exports of goods and services of over 
45%; -- An increase of over 3005 in scheduled debt service 
(excfuding a r rea r s )  which h a v e  resulted in debt 



service  to export r a t i o s  of 100% or more since 1982; 
and 

-- An increase in non-interest service expenditures of 
more than 78%. 

The structure of Mozambique's balance of payments presents a 
number of structural anoinalies which represent major problems 
for resolving the country's external imbalance: 

-- Since 1982 current debt service before debt relief has 
exceeded total exports by as much as 175%, a fact 
which is expected to c o n t i m e  through 199Q; -- I n c l u d i n g  previously accumulated debt azrears, t o t a l  
debt service obligations have exceeded total exports * 

by as much as 500%.  -- Donor assistance (excluding debt  relief) which 
equalled $35.50 per person in 1986 has consistently 
financed roughly 60% of total imports; since 1982 
these flows ccve been twice the level o f  Mozambique's 
t o t a l  exports; and 

-- Despite the  high l e v e l  of donor assistance, total 
imports have exceeded total exports plus donor 
assistance by up to 206 since 1983, 

These factors indicate an extreme dependence on external 
financing which must be overcome if t h e  Mozambican economy is 
to becone v i a b l e .  For the period 1987 through 1990, balance of 
payments estimates and projections based on highly optimistic 
assunptions concerning export performance and donor assistance 
flows indicate a continuation of major ex-ante overall deficits 
of nore than $300 million per year before debt  relief. Even 
a f t e r  debt relief, annual  financing gaps of $50-$60 million are 
expected for the out-years 1988-1990. Thus,  f u r t h e r  
accumulation of debt arrears and/or a xeduction in estimated 
imports s h o u l d  be expected,  

Another p rob len  which has plagued Mozambique's economy has h e n  
its internal financial situation. Due to l a r g e  budget deficits  E < 

and paras tata l  losses, t h e  broad money supply  has risen at 
unacceptable levels since 1980. This has placed extreme 
pressures on domestic prices which have i n c r e a s e d  at an annual 
rate of at least 20% to 2 5 % .  Given t h e  extfene rigidity and 
lack of adjustment in " o f f i c i a l "  prices, the policies have 
r e s u l t e d  in shortages in official markets and significantly 
nigner  prices in parallel aarkets. 

I 

aeginning in early 1987 t h e  GRPX announced an6 began t h e  
implementation of a new Scononic Recovery Program IERP) for the 
period 1987-1989 which is designed to address the ~acroeconumic 
and sectora l  policies which have constrained the performance of 
r h e  economy. This new policy t h r u s t  has received the support 
cf both the S E ~ R D  and IMP. The principal objectives of t h e  ERP 



are  to r e s t r a i n  tne decline in t h e  economy, r e - e s t s b l f s h  
econonic growth, and stabilize the country's i n t e r n a l  and 
external Einzncial situation, The ~ z r ~ z i a L  approach of the ERP 
is to reduce the influence of cefitralize5 ad~inistrative 
can t ro i s  i n  z5e economy by allowing market forces t o  plzy a 
grezter role in d e t e r m i n i n g  t h e  al3ucatloo of resources, income 
2nd perfor~ance of economic units and individuals, 

I V .  Inglementarian of t h e  C I P  

Tae C I P  is an in tegra l  part  of the overall mission program 
t a a t ,  along wieh food and disaster assistance, places A I D  in 
t h e  cztegory of a majar donor in Mozambique, A s  one of t h e  
na;or components of U.S. ass i s tance  provided to Mozambique, the 
C3? is a program which can be a basis for s u b s t a i n e d  dialogue 
u i t h  GPRM o f f i c i a l s  on price liberalization, increased private 
seccor involvement, and economic reform measures. While 
OA3/3&put0 has responsibility for t h e  management of t h e  C I P ,  
zocknicaf  and related expertise is provided by other AID 
a~ssioss. ?or exaeple, agricultural consultation needei? f o r  - &.&e ., d e s i g n  anb i rnplenentacion of the CIP was provided by the 
agric i i lcural  staff of RZDSO/ESA in Nairobi, and now from 
USAXD/MSabane. Legal  and financial accounting assistance i s  
2rov ideb on an on-going basis by UsAID/Mbabane, 

3. Crcanization of CIP Office 

A= m e  cixe of :he ?resen t  evaluation, t h e  CXP Office was 
s t z f f e d  as follows: 

1 1. Coaxodity !4anagemehz Officer ( ~ ~ 0 1 - - J U ? ~  S h a n e  

During w c h  of t k e  imp:enentation of Phase ITI, the  CYO w a s  
a l s ~  aczing Zxecutive Officer of t h e  Mission. As f u l l  s t a f f i n g  
is beirtg ach ieved  by OAF?/Xapcto, CMO has resrrmed full-time 
duti:, an t h e  C I P .  

. . 
The p r a q z m  has also experieaced o t % x  persannel changes, One 
of the cI1 Monitors, Xz. Jose narques, resigned recently, He 
uas re?baced by Ks. A m  Dzwid i n  e a r l y  J z l y .  The new m ~ n i t o r  
k -  l ,,as acquired a quick knowledge of C Z 1  procjraa and office 
proceddres as well as ~ s e  o f  ADP eqcip~?.ent Ipzcticularly Lotus 



3 r .  Fernando P a i x a ~  I s  an experienced local h i r e  whu has been 
w i t h  the program sinzc E ~ z c ~  Z3E5+ Ee c e c e n t l y  returned f r w L  a 
two monthst trainin: pro9ram 2t Oklaboziz State University (OSU? 
where h e  s t u d i e d  microco~putez applications in agricultural 
Gevelopment. 

C, Commodity Purchases 

1. Interviews w i t h  Importers 

12 addition to a review of the mission CIP files and to 
detailed conversations with t h e  OAR/~aputo CMO, two members of , 

the evaluation team d i s c u s s e d  the procurement process used in 
the program with eight agencies/businesses which imported 
$6,443,000 or about  67% of the total va lue  of commodities 
financed by A I D  under the program. Of these e i g h t  entities, 
three are privately-owned businesses and five must be 
classified as public sector entities because they a r e  either 
parastatdl (government-owned and controlled) or 'intexvecedf 
firms fconpanies whose management and c o n t r o l  was assumed by 
t h e  government when t h e  original pr iva te  owners f l e d  the 
country around the time of i ndependence ] .  Below is a brief 
summary ~f the pertinent information gained in these interviews ' 

witn the officers of the firns contacted:  

a, Entheposto is a 100% privately owned company and the 
authorized Massey Ferguson d e a l e r s h i p  f o r  Mozambique, The team 
in~erviewed N r .  Hernani Dores da Mata, Director of Technical. 
Services. The company imported farm t r ac to r s ,  t r a c t o r  
i~glements and spare parts ,  and 8 ton t r u c k s  worth $1,158,890 
und2r the program. This foreign exchange, which represented 
23% of t h e  t o t a l  foreign Exchange (FX) expenditures of 
Entreposto in 1986, has had a major impact an Entreposto8s 
business. A l t h o u g h  no new employees were hired as a result of 
the company's participation in the CIP, Mr. Mats stated t h a t  
i~provements in employee productivity were evident s i n c e  
xoxgers were kept busier than would have  been the case i f  the 
f i rm had n o t  had access to FX under  the program. Mr. Mata 
scated that he would prefer RID, through t h e  Bank of 
Fozambique, to make available a f o r e i g n  exchange credit w h i c h  
Enzrepasto cou ld  use to import Massey Ferguson (MFI tractors, 
parts and implements which are requiredldesired by farmers in 
chs AID target zones ra ther  than  t h e  process where competitive 
b i d s  are required and fX for 211 t r ac to r  imports is awarded on 
the basis of the tender. Me sta ted  that the cost of MP 
tractors would be about the sane (+/-.lo%) under either 
allocation system. The team a l s o  inspected t h e  companycs spare 
par ts  stock room. Zntzepusto naintains records acd s t o c k  
storage separate fsom their other i n v e n t o r y  for t h e  
AID-financed parts in order to ensxre t h a t  the  parts a r e  sold 
o n l y  ro p r i v a t e  farmers wha own/operate KF equipment. 



b Facobol, a 100% private company engaged in the manufacture 
of rubber products ,  imported $539,740 w c r t h  of rubber raw 
n a t e r i a l s  for making rubber boots and irrigation hose, mi? 
$49,232 worth sf plastic boxes tc be used for t h e  
storacje/transpoctation cf vegetables. At t h i s  company the team 
interviewed M r .  Gorge E. ROXZ Mor~ado,  director of the compeny, 
who sta ted  t h a t  the AID-provided PX sspp~rked zb02t 20% of t h e  
t o t a l  manuf~cturing process of h i s  company in CY 1586 an3 thus 
had a si~nificant imaact on p r o d u c t i v i t y .  Mr. Morgado would 
like to have access to AID F X  n o t  only f o r  raw materials (as in 
the p a s t )  but a l s -  to finance spare parts f o r  t h e  aachinery 
used in h i s  manu2r.l-turing process and f o r  new macninefy. Most 
of t ke  company's ~acbines are over ZF years ohd .  

c. Pendray and Sousa is an 'intervened company' presently 100% 
controlled and managed by the government. The company is the 
authorized distributor of I s u z u ,  ~ e d f o r d  and GM products in 
Hozambique a ~ d  received an allocatron of $51S,G00 to irnpcrt 3 
ton t rucks and truck spare parts under the program. T h e  team 
interviewed Mr. Mario Silva, Director, who statet t h a t  t h e  
AID-provided F X  represented  about  40% of t h e  total F X  to which 
his conpany had access in 2956. Ths  firm has employed 0 more 
people because of the  additional bcsiness which resulted 
directly from the CIP. Mr. S i l v a  expressed  no preference 
b e ~ w e e n  t h e  present tendering system and a direct  allocation of 
FX r o  inporters based upon t he  expressed demand of farreers, He 
d i d ,  hwever,  speculate t h a t  the grice of 3n Isuzu 3 ton truck 
would probably increase abcut  10% if the tendering process were 
eiininated, 

d .  Znterquinica is a 100% state-owned and managed enter?rise 
engased in :he imporzation of fertilizer, pesticides and 
agricultural chemicals i n t o  Kozarnbique. The firm received an 
allocation of $1.6 nillion to finance fertilizer for  the 
progran. The  team interviewed Er. Aurelio Chiziane, Geceral 
Director, who stated t h a t  100% of the FX to w h i c h  the cornpacy 
had access in 1966 was prov ided  by internatio~al donors and 
t h a t  USAID'S portion represented about 2 / 3  of that total. Re 
sra ted that the progran had a tremendous impact on the 
availability of f e r t i l i z e r  and t h u s  on the production of focd 
in the t a rge t  areas. T h e  f e r t i l i z e r  procurements were 
conducted by tenBers issued by AID/'n' which also arranged the 
shipping. M r .  Chiziane s ta ted  that Interquimica received the 
fertilizer contracted for in t h e  correct quantities and i n  good 
condition, H e  Cid note that afnost 50% af t h e  C I F  cast of the 
fertilizer imported under the progras represented the frlight 
cost  ?aid to Eykes Lines. 

e, At Tecnica Industriai (TI), a w h o l l y  private company, t h e  
team interviewed Hr.  Victor Gonsalves, the Ceneral Manager, 
~h, i e  conpany used $1,f36.655 f r o n  the program to inport 8 Ton 

I 
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t r u c k s ,  truck s p r e  parts, an6 farm tractor spare parts and 
i~plexents. The AI3-provided PX represented about  2/3 of the 
FX avaiPasPe to the f i r n  in 1956, TI eeplayed 2 additionzl 
people in t h e i r  stock roo' to keep separate  records and storage 
of t h e  spare pzrts purchzsed v i t h  the A I D  funds, Mr. GanszXves 
staked that h e  would prefer  e n  EX a l l o c a t i o n  system based upon 
expresse t  farb.ieers9 demand for t h e  products  that his company 
regrerents ra ther  than t h e  tendering system now in use. 
Referzing t o - ' t 5 e  fees t h a t  winning b i d d e r s  nust pay to the 
procurezient acjent, he describe6 the r e y e s t  f o r  quotations 
t rz.nsai t ted by Intsraecana as the  nost expensive refexes ever 
s e n t .  de estimated t h a t  these probably would be n e g l i g i b l e  
increases in the cas t  oE tractors and t r u c k s  to the farmers i f  
tne tendering system ware eli~inated. Of special note is the 
fact that TI was, prior to 1975, the largest  importer of 
2 G w ~  , L ~ e a l t u r a 3  seeds i n  Eozazbiqne. M r .  Gonsalves sta ted  t h a t ,  
~ i v e n  t h e  necessary Z X ,  Ti would have no eifficultp in again 
Ecr rag  as a see5 in?or=ez and distributor. In addition to h i s  
cor.zents about the fee charged by Intermecano, which '-2 felt 
uzs unwarranted, xr .  Gonsakves also ccnpfained about t h e  low 
ie*Jel of service and s lou  clearance of goods from c u s t o m s  by 
+ *ntE!rRetZnO. 

C 
& .  A= Intermecano, t h e  t e a n  interviewed M r .  Muinhe Mufahaia, 
Cozzzerclai i l l r e c t o r ,  a2d R r .  Zodrigo Q l i v e i r a ,  Director 
General. The firn is a 100% state-own~d enterprise which ac ts  
a s  a proccreaent sexvices asen= and as freight receiving and 
clearrng agenr for donor-financed coazodities. Sources of t h e  
@ u ~ ? a n - f ~ s  $35 - $40 nillion wor th  of business in 1986 were 
S r a z t s  f ran Sxeden,  Japan, the S E C ,  and t h e  U S A I D  CXP, Mr, 
F ~ f a s a i a  srated =hat the firx charqes between 3.75% and 5 %  of  
.- crre - CLF ~ & i ~ e  of cozxoci:ies for their procurenent and c l e a r i n g  
services out t h a t  Ks, Gudi Shane, the 0&-~/:4aputa CEO, had 
negotiated fees as lox as . 5 %  f o r  t h e  U S A I D  CIP. ( A  review of  
che files an 2rocuremenzs handfed by Intermecano revealed t h a t  

7 " czeLr  fee wzs levied not on C I V v a i u e  but ca the r  on t h e  v a l u e  
of t h e  cozaodities a fze r  t h e y  had cleared castoms and thcs 
izc lcded cuscons d u t i e s  and 2orc charqes, Nornal practice of 
CS proczce~ent services acjents is co charge fees on the FAS 
valse of :ne goods k ~ o ~ g h t ,  I n  short, Intermecano's f ees  a r e  
nor whac Kr. Kufahaia ps r2o t tec  chez t o  be - t h e y  sre 
consideza3iy hi~hsr.1 

g ,  aorcr  is a 100% 2uSlic secEor eztiry involved in t h e  
iagorcat~on and 3istribsticn of agricul=ural seed and in t h e  
distribuzion of ferrilizer, seed and pestictdes t h r o u g h o u t  the 
cocnrry. The coEpany functions un&r the direct supervision 
a n d  controi of the  Miciscry of A~ric i iXture .  Thz t e a n  
interviewed Hz. Frailciscs Chilabe, t h e  chief of t h e  Coanercial 
3e?zrtzent. Soror  a w e d  as izp~rter and d i s c r ~ : ~ c t c r  f o r  " .  
$1,260,300 uorc5  Q Z  seed azc a~srri%zror for $ X , 5 C O r 0 0 0  worth 

mc of fercilize~ ucdec r k e  CX?. ,,.e zeccral o f f i c e  of Soror  



charged 2 . 5 5  of the CLF value of t h e  seeds and 58 of t h e  CIF 
v a l u e  of the fertilizer f o r  its services .  ( T h e  team understood 
t h a t  the lacal  offices of %oror also charged additional fees 
for picking up the seed Erom the B O r G r  central office and for  
zcting ;s the retail o u t l e t  for t h e  seed and fertilizer.] 
AID'S CI2-financed trznsactions axiounted to 80% of the 
agricultural inputs handled by s - r o r  f o r  the  s c u t h e r n  1/3 of 
J4szanbique in 1986. Thus fzes charged by Borer an t h e  
AID-Einanced commodities pravidsd a significant anount of the 
cozpanyYs Pncoz2, Mr* Chilabe stated that USAID was t h e  
easiest (sic) donor %it& which to wcrk, 

h. Maqdinag is an i n t e r v e n e d  private conpany t h a t  is presently 
controlle~/operated by the state. The team interviewed Kr, 
Eben S ,  Sengo, Direct~r General, and Mr. Silvino Horeno, 
Production Managrr. The firm which has 600 employees, 580 of 
whoa are involved in production, makes steel furniture and 
trailers for t r u c k s  and fazm tractors. naquinag received an 
all~cation of $250,000 fron t h e  C I P  to import raw materials 
necessary to manufacture t r a i l e r s .  This money represented 
abozt  30% 0 5  the F X  to which this company had access during 
1986, MK. Sengo stated tfat he had experienced no difficulties 
with  the AID pragran and would like U S A I D  to make  additional 
resources available to his conpany to finance new equipment and 
training for some of h i s  production workers. (Most of the 
firm's product ion zachinery is about 20 years old,) 

2 .  Trocurement Process 

Generally, +.ke CI? was implemented in a timely manner w i t h  a 
ninizun of problezs. The CIP 111 Grant Agreement (656-K-6OZB) 
was signed on June 10, 1986 for $9.57 million from the Economic 
Support Fund.  Three co:zaodity Procurement Instr~ctions 
covering the entire amount of the  Grant were issued one day 
l a t e r .  Financing Requests again covering t h e  entire amount of 
xoney made & v a i P a s l e  by t h e  Grant Agreement were issued on J u n e  
17, 1986, Thus within one week of signing, t h e  basic documents 
s e c t i n g  the  structuze necessary tc begin the ac tua l  procurement 
of coznodities were in place. 

 he tea2 found t h a t  the procurement pzocesses used by t h e  
OAR/Maputo were consistent with the dictates of A I D  
Regalztion 1. With t h e  exception of the purchase of 
f e r ~ i l i z e r ,  which was accomplished by AIDIW under a formal 
Invization foz Bids, proc~renents were conducted fram Maputo 
under compekitive negotiated proced~zes with Requests for 
Quotations used for all purchases above $25,000, The team also 
noted  tha t  the c,zmpeti t ive n a t u e  af t h e  procurenent processes 
used l e d  ts payment af reasonable prices for a l l  gocds finance3 
by the grogran. ( T h e  notable except ion to t h i s  fact is t h e  
p r i c e  p a i d  far ocean skipzent of t h e  Eercilizer which is no 
6oubr the r e s a i t  of the monopoly position enjoyed by Lykes 
Lines under the Congessionally-mand5ced cargo preference law.) 

- 12 - 
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The f i l e s  and records maintained by t h e  UAZ/Maputo CMO are well 
organized, conpsete and neat. Members of t h e  team with 
ccnsiderabie A I D  experience were uniformly impressed with the 
e v i d e n t  superior management cr  the  day-to-day activities of the 
prugran. 

The psrfozmance 0 5  t h e  OAR/Maputo CMO is even more 
praise-worthy considerins the d i f f i c u l t  environment in which 
the pro9ran was implemented, There  is often an u n s t a b l e  
secuzity situation in the t a rge t  areas. " S t a t i s t "  a t t i t u d e s  
seem to pezvade t h e  Mozaablcan bureauracy a t  b o t h  the central 
anb local l e v e l .  Moreover, the lack of expertise in many of 
t h e  s t a f f  of t h e  Government institutions vith which t h e  OAR 
mzst  w o r k  necessitated more direct A I D  involvement in the 
izplementation process than is normally required in prggrams of 
",IS t y p e ,  

I E  nust be noted,  however, that t h e  PAA3,  r e f l e c t i n g  t h e  w i l l  
0:: t h e  Coilgress, s t a t e s  repeatedly t h a t  t h e  progrsm s h o u l d  be 
ixpiemented to t ne  extent possible through p r i v a t e  sector  
entities. The G r a n t  Agreeaent goes further and limits end-use 
of the comxcdities to t h e  Mozaabican private agricultural 
sector ,  defined as private corxercial  and family farmers and 
cooperatives. S t i l l ,  t he  team found  a h i ~ h  level of public 
sec tor  involvenent in the inplerneatation of t h e  program. 
Specifically, t he  procurenent of the tractors and tractor spare 
parts, t r u c k s  and truck spare p a r t s ,  and farm implements were 
acco~p~ isF .ed  by a parastatal. agency, Intermecano, which i s s u e d  
tenders on behalf of the Governnent of Mozambique, Interrnecano 
char2ec fees f o r  i ts  services. (See i n t e r v i e w  w i t h  Interrnecano 
above). O t h e r  parastatai agencies were also involved in the 
2rocdrexenz and d i s t r i a u t i o n  process.  Soror wzs used as 
pracuro r  of t h e  agricultural seeds and as d i s t r i b u t o r  for the 
E e r l i i i z e r  financed unde r  the prograx, In terqui rn ica ,  also a 
state-owned epterprise, acted as t h e  importer f o r  the 
fertilizer. T h ~ s e  public s e c t o r  entities a l s o  received fees 
for t h e  services they perforxed f a r  the  program. In fact, . 

a f t e r  Interqzinica assessed its fee  as izporter of the 
f e r t i l i z e r ,  t h e  central o f f i c e  o? Bozo; charged an additional 
5% of t h e  C I F  waiue to a c t  as distributor, and then t h e  local 
offizes of Boror charged an additional fee to retail t h e  
,fertilizer co t h e  farmer. The practice of pyramiding fees by 
these  parastacal agencies to adainister A 1 3  Gran t  funds is 
questionable at best.  

Since t h e  F o u ~ t h  TZZLIMG congress h a s  decreed that State-owned 
enca rp r i ses  w h i c h  do not make a p r o f i t  will be d i s s o l v e d ,  t h e  
pressure to ensure profita~iiity h z s  further increased for 
xanasers of t he  parastatal conpanies, T h e  A I D  CIP-provided 
f d n d s  were a significant portion of t he  b u s i n e s s  t h a t  many of 
these f i r m  conducted i n  1986. I t  is r h u s  ironic t h a t  the 



effect of the program" sse of parastatal entities to z c t  as 
importers, distributors anii/or agents for the CfP may have been 
to prolong their existence. T h i s  c e r t a i n l y  is not consistent 
w i t h  t h e  i n t e n t  of the prograz as expressed in t h e  PAXD, 

It was also noted t h a t  gcvernnent-owned and/or controlled 
businesses other than those nentioned above acted as importers 
for coamodities financed by the prcgram. The use of some of 
tnese firms may we31 have been justified since in some 
i n s t a n c e s  t h e r e  nay not h a v e  been a viable private sector 
alternative. In othc; ~ a s e s ,  t h e  t h r e e - t o n  t r u c k s ,  for 
instance, significant cost s a 7 ? i n g s  were realized because t h e  
patastatal inporter anGerbid its pr iva te  competition, However, 
t 5 e  f a c t  rer-aics t h a t  &out 60% of t h e  CIF-financed commodities 
were i m p r t e d  by pai~statal entities and the team felt that 
this l e v e l  of involvemeat by state enterprises was n o t  
consisten- qith t h e  privzte sector enphasis of the program. 
R" ~ n e  c h z r t  below lists t h e  8 private sector and 7 p u b l i c  sector 
ii?por;ers and tne value of t h e  CIP-financed gooZs they imported. 

Private V a l u e  of 
Sectar  I apo r t e r s  T z i p o ~ t s  

P u b l i c  Sector Value of 
rmporter ~rtlports 

"II antreposto $1,158,89~ I n t e t n e ~ a r ~ o  
rn iSC),OOO $ 2 0 3 F 5 8 0  Pendray  6 Sousa 515,QGU l udor  
Industxias :<etalitas 500,000 2etromoc 900,000 
Isnacio d e  Sousa 10,000 I n t e r q ~ i ~ i c a  1,600,000 
Tecnica Industriai 1,136,655 Boror 1,260,300 
ToyoEa ee  J=:osanaigue 53,000 Maqu i ;lag 250,000 
Cosel 
2 .. 

500,000 Mabor 1,00t?,~OO 
- S C O Z O ~  269,012 

PS 1. ;cat t h e  O ~ X / M a p u t o  c o n t i n c e  attexpts t o  maximize pr iva t e  
seccor invoivemenc in t h e  procsrement process. 

Ic is a comnan sense notion t h a t  unless t h e  conmercial 
icfastructure to sup2ort agriculture exists i n  a g i v e n  
area/counc~y,  s e l f - s u s t a i n i n g  developnent of t h e  agricultural 
sec to r  is not possible. Only private sec tor  firms can be 
e x p c c e d  to respond r a p i d l y  to changes in market conditions and 
to t h e  demands of t he  farxing sec tor .  Developnent of t h e  
private sector firms w k c b  service agriculture is t h u s  probably 
a prerequisite to snstaine2 deve lop i ien t  of egricultural 
prodsction in ~ozanbicue. 



Recognizing that in an environment where cen t r a l  planning and 
"sta~ist" responses t o  development issues have been the 
p a t t e ~ z . .  e f fo r t s  to e x c l u d e  public sector  entities from the 
procur=--;ic.i?. process are not a simple and easy matter. However, 
the te;n reels that there are  certain areas where public sector 
invofvenent in the procurement of CIP- f inanced  commodities can 
possibly be eliminated. 

Twa possible avenues of approach present themse1,ves: 

a )  A s  notsd above, t h e  OAR/Maputo CMO has already had to 
i n v o l v e  i t s e l f  in the procurement Frocess to a larger e x t e n t  
thac is norsally the case in a CIP. In fact, a review of the 
f i l e s  in ehe CMO off ice  l eads  one to t h e  conclusion t h a t  t h e  
CMC is already doing nos t  of the work for  the public sector  
procGrenent services agent, Intermecano. Thus, the f e ~ s  which 
are, as noted above, at best questionable cou ld  be eliminated 
if t h e  CMO undertook to complete t h e  procurement of t h e  t r u c k s  
and t r u c k  spare parts, tractors and tractor spare parts, and 
agricultural implements which here tofore  have  been procured by 
Xntermscano. 

The Learn feels also that the 0~2/~a?uto should h o l d  discussions 
with t h e  Government with the gozl  of privatizing, to the 
naximun extznt possible and at the earliest possible date, t h e  
inportation and distribution of seeds and p o s s i b l y  a l s o  of 
fertilizer. As noted above, one private company, Tecnica 
Industrial, h a s  expressed willingness to u n d e r t a k e  t h e  
i~portatioa akd distribation of agricultural seed aad 
feieilizer. The team believes t h a t  t h z r e  are  possibly o t h e r s ,  
rn' ~ n e r e  seeas to be little need f o r  the continued reliance on 
m r o r  and Interquinica and their layered fee s t ruc tu re ,  

~ l t h o u g h  there appea~ed to be good reasons why s u c h  importers 
as Pendray & Sousa were awarded allocations of f o r e i g n  
exczange ,  i.e. lower c o s ~  of t h e  product they offered  in a 
c~npetitive tender, given t h e  explicit intent of the Congress 
that Ualtzd Staces aid to Mozambique be to and t h r o u g h  the 
private sector to the extent possible, the team suggests that 
the OAx/Maputo CMO justify in a nernorandum to the f i l e  any 
a w a ~ d  which is made to a government-owed entity. 

b) The end-use monitor fo r  rke program has recently undergone 
training in the  US in nier~zozpater applications in 
agricuitural development. The  tezm was g r e a t l y  impressed w i t h  
h i s  competence, knowledge and sophisticated/sensitive approach 
LO farmers during f i e l d  F~z te rv iews .  It a:ay be p o s s i b l e  t o  use 
his newly acquired s k i l l s  to identify in detail %he f e l t  
equipment and agricultural i n p u t  needs/preferences of farmers 
~ n d ,  on t h e  b a s i s  of that inf~rmation, to make al2ocak.ions to 
private sector importers to i~port th?  necessary i n p u t s ,  T h i s  
approach would have t h e  advantage  of reliev2icg OAR/Maputo CNO 



of the requirement tc conduct  coapetitive negotiations since 
mzny o f  the importers involved can  be expected to have "special 
supplier i n p ~ r t e ~  relationshipsn with their suppliers. 

E. F i n a n c i a l  Manzgenent Support Services 

Financial management support is provided to the ZIP on an 
on,-going basis by USAI~/~babane. In addition ts overallt 
assistance provided by the Contxollervs O f f i c e  in the issuance 
of direct Letters of Commitment and related activities, 
€3SAI~/Maa~ane is a l s o  responsible for monitoring Local cu r r ency  
generations and depssits, With regard to the latter, the 
USAID/Mkahane accoun tan t  (znb an assistant) r ev iew the 
activities of 2 local accountant (hired by UA~/Maput0) who is 
d i r e z r l y  responsible f o r  monkt~ring L o ~ a l  currency accounts. 

The e v a l u a t i o n  team noted several deficiencies in financial 
rnanagemenr support serv ices  that i n c l u d e d  the  following: 

I. The lack 02 coztinuous and c o n s i s t e n t  financial management 
support services to t h e  CIP, Although  t 3e  USAID/Mbabane 
accountant yisits O A R / M ~ ~ U ~ O  on a regular basis, t h e  CIP has  
n o t  benefitted fro3 the services GE an o n - s i t e  focal accountant 
f o r  a number sf months ,  A l o c a l  ~ c c o u n t a n t  was recently hired 
but her t r a i n i n g  to date appears to be m i n i m i  and has not yet 
been completed. (It is our understanding that  arrangements are 
being made to complete t h e  training of this accountant i n  
USAIC/Mbzbane in November). 

2 .  The l a c k  of c lear ly  d e f i n e d  financial management f u n c t i o n s ,  
duties, and  responsibilities. The e v a l i l a t f o n  team f e l t  that 
f i n a n c i a l  manzgement d u t i e s  and responsibilities of t h e  visiting 
technical assistance team from USAID/MSaS&ne and those  of the 
r e c e n t l y  hired l oca l  accountant were r i o t  we31 defined.  his was 
a special concern in t h a t  the l oca l  accountant is responsible 
for CZP as well as other  mission functions ( i n  particular, the 
Operating Expense  ( O E )  buAgetl. It thus appeared to some 
menbers of t h e  e v a l w a ~ i o n  team that, under these circumstances, 
OE responsibilities took precedence over  those involving t h e  
C I P ,  

3 .  Proper f i n a r x i a l  reporting systens/mechanisms have not been 
developed, and consequently, local currency accounts have no t  
been properly monitored, Financial reports are prepared on an 
a d  hoc basis by the technical assistance tea3 from 
~S~IG/PlaaSane,  These reports a r e  not prepared in zccordance 
with any s tandard  format, ,and ( j u d g i n g  on t h e  basis of examples 
accessible to euaLuatian team) they contained a number of 
inaccuracies that l i n i t ~ d  t h e i r :  utii~ty. LzsttLy, t n e r e  are no 
procedures fo r  dealing with importexs who are in arrears in 
i o c a l  currency de2osits and who c o n t i n u e  to participate in t h e  
C I P .  



n* 4 aLe eval~ation tea; afss felt that the current modus 
o ~ e r m d i  of t h e  v i s i t i n g  team from USAID/KbaSane  create^ an -- 
uncae administrative burden on an alrezdy overburdened 
OAR/Maputo Ci? s t a f f .  I n  our view the v i s i t i n g  t e a m  s h o u l d  wcrk 
mare closely w i t h  the PocaP zccountant and re-def ine  her job 
description to include responsibilities for routine 
a2zinistrative t a s k s  currently handled  (for t h e  nsst pa r t )  by 
t h e  C I P  s t a f f  i,e. coordination of v i s i t s  by outside technical 
assistance teams, setting u? appointments w i t h  l oca l  GPRM 
officials !at the time sf the e v a l u a t i o n ,  the l o c a l  a ccoun tan t  
had no t  y e t  been introdxced to local government counterparts)  
and  t k e  pzeparztion of staadzrd Einancizl reports on a regular 
basis. 

1. T h a t  the  t r a i n i n g  of the  local accountant be campleted as 
soon  as possible. Such training shoufd  i n c l u d e  a review of the 
overall objectives of financial s a n a ~ m e n t  support s e r v i c e s  
2 r o ~ i d e C  to OkFtjXapu~o, with sgeclal e~phasis on t h e  duties and 
respo~sibilities of t h e  Izcal accountant unde r  the CIP. 

2 .  T h a t  t k e  responsibilities of the loca l  accountant include . . roctine aza~nistrative dcties involvinc t h e  coordination of C I P  
activities xith l o c a l  5 o v e r n ~ e n t  counterparts, visits by outside 
technic21 assistance t e z z s ,  an6 preparation of finzncial reports, 

3 .  Tha: financia: reporting cz local currency accounts be 
preprred oc a regu:ar basis azd i n  accordance w i t h  an agreed 
zpon fornat.  Moreover, proced::res s h o u f d  be established f o r  
zcnitorins accounts of 'delizqusnt' inporters, i.e,, local 
izporters i n  arrears i n  B a y r e n t s  to local currency accounts  who 
contizue tc participate In t h e  C I P .  

V, CI? I ~ p a c t  on the A ~ r i c u l t u r a l  Seczar 

Acricuiturzi Sector Backcround 

Since indepenCence, z 5 r i c ~ l t ~ r a l  groductfon has n o t  o n l y  failed 
t o  keeg pace w i t h  p~p2lation g r ~ w t 5 ,  but actualiy d e c l i n e d  in 
a5soluto  t e r n s  i n  2 9 S 2 ,  and, even x o r e  s h a r p l y  in 3 9 8 3 ,  F r o m  
1975 t o  1981 agricultural e x p o r t  earnings increased but have 
declinec since. Eajoz agricultural experts dropped in volume by 
7. 
$1 percent fron 1580 to 1986. As shown in t h e  t a b l e  below 
xarkeced production af m j u r  exgort crops sLch as sugar, tea and 
s i c r u s  con5in3e to decrease, Kaxketed p:oduction of b o t h  maize 
and r i ce ,  the secznd and t h i r d  xos t  isportant faod csups 
icassava bein5 the most i zpo r t az t  food crpp although negligihze 
q u ~ n t i t i e s  a r e  a c t z z l l y  xarke teE) ,  were in 1983 a: 67 percent 
and i n  1986 a& 37 s e r c e c t  of t h e i r  393O r.arketeci levels, 



Table 

Xcz;zbique Zazketed Frod; lc t lon  of Eajor  C r ~ p s  3980-86 
Cin t h o d s z n d s  of zetric tons) 

-- Casnews 
Sugar 
Cotton 
Tee 
Copra 
C i t r u s  F r u i t s  
Maize 
Bice 

Source: Skatisticaf Information 1986, National  
n i rec tora te  of Statistics, GPRM 

I n  l9r9 a heavy cyclone 3ffected t h e  northern prauinces, and in 
Ganuary 5984 another cyclone caused extensive Carnage in the 
s s u z h ,  Szartkng in 5anuary 1981, four  years of prolunged 
u r a u s b t s  have caused widespread probfems in t h e  s o u t h  an2 
censr~l portion oE t h e  c o u n t r y .  R a i n f a l l  in the 1982/83 sesson 
wzs at l eve l s  betveen one-fourth and two-thirds of the prev ious  
30 year average. Climatic c~nditions have generally returned 
to norczl  although in sone areas drought cngditions prevailed 
ccring the f986/87 season, This wocld suggest t h a t  t h e  
continuing deccease in marketed producticn r c s g l t s  from e i t h e r  
shortages in input supplies, lack of transport or a further 
deterioration c f  t h e  securiry situation in t h e  producing 
a K e & s .  The l a t t e r  feason is probably a major cazze. 

Cne of t n e  few bright spots i n  the cstional food pradwction 
sizuatkon continues to be the ava64aSility of fresh prodzce in 
+ ,fie l oca l  Kaputo [and Chinoio, Nampula sn2 s t h e r )  markEts. The 
selection of fresh produce incluees cos t  items found  in any 
s o u t h e r n  African vegeta~le market, Free market forces are 
evi5ently ah work since the i n i t i a l  high vegetable prices 
declined in response to icc~eased narket s c g p t y  and ctanges in 
dexand factors. 

Pnase 311 of t h e  P x i v a t e  Sector Rehabilitation (PSRZ prograR 
continues to focus on the agricultura; sectoL 2nd on ce r t z in  
t a r g 2 t  areas assumeci to have t h e  gzeat-est p s t e n t i a l .  P r i v a t e  
sector  farmers conti~ue to B e  faced with :he problem of fev 
prodcctiun resources, s u c h  ns equipment, sgare parts afid other 
pror2nztion Inputs,  Most af the pre-fY 1 9 8 4  agricultural 
e ~ a i p z i e n t  [ t r zc to r s ,  p f o w s ,  seeders, c u l t i v a r o r s  and c . ruckn)  in 
t c e  privzte sectus are out uT service or have reached the end of 
r&eir  effective l i f e ,  Additionally, a91 private sec to r  farmers, 



including family facners, are faced uizh shor~ages of b a s i c  hand 
t001s, fertilizer and seed. Agricuitural support industries, 
su;h a; food processing, eguip~ent manufacture and rubber and 
plas'ic nanufac turers  are operacing at f r ac t i ons  of their 
installed capacity dce to l ack  of imported raw marerials and 
saortages 95 spare parts, 

The coniaodities inportee under t h e  PSR program are having a 
significant impact on agricultural production, but  f a l l  far 
short of meeting the needs even within the specific target  
arers.  The overall demand far agricoltural equfpnent and i n p u t s  
f a r  exceeds t h e  current supply due in pzrk to the ove rva lua t i on  . 
of the Eetical. The PSR program continues to be one of t h e  few 
sources  of agricultural inputs anb equipment for private sector 
farners in t3a targeted aieas. 

J .  The Target Areas 

Durlng the eval~atian it was pcssible to interview farmers in 
c i a  OE the targcr arees.  %ese farners had received e i t h e r  
r r u c w ,  Lraccors,  nototcultivators, seed, hand tools or ether 
inputs. specific dara on quantity or value  of production was 
not rolicire8 daring the interviews b u t  information of a general 
nature cn t h e  arnocnc of l a n d  planted and/or whether t h i s  area 
tiai increased froa the previous year vas obtained. 

?or t k i s  evaluation the t e r n  private farmers refers Lo private 
co i -~e rc i a i  farmers, fanily farnees, and cooperatives. Family 
famers are subsistence faenees producing primarily fo r  
self-consumption or f o r  barter vith other  family farmers. 
l r i v e t e  cosnercial f a rne t s  gear their production to commercial 
sale and are cogaitant of fluc;oa~ions i n  prices and quantities 
D ~ ~ D S  offered in t h e  KSputo and surroonding markets. 
Cooperatives produce f o r  both t h e  c~mraercial m a r k e t  and the 
consunption neees of their nenbers. Most cooperative members 
are  a l s o  fanily farmers in t h a t  they have their own family p l o t s  
where t h e y  prouuce for self-consuzpL' b ron - 
nazionzlly, ttere are  an estinated 7,000 privete commercial 
farxees, 25 percent of them in :he program t a rge t  areas,  who 
produce 5 percent of t h e  agricultu~al p r o d u c t i o n  and 15 percent 
of the agricultural exports. T t e  family farnees account for 70 
parcent of groduccion anci 23 percent of agricultural eu?orts, 
mainly cashews, wich stake farns producing 25 percent of 
prodsction a r d  65 percent of agr icu l tu ra l  exports. Cooperatives 
are unimporrant f rom a national production perspecti~ze. bu t  
comgrise a si~nificant portion of t h e  farm area in t h e  Maputo 
Green Zones. 





a. Mapxo Green Zones 

. . Ine EZapuro Green Zones, an ageicu~tural area surrounding Maputo 
city, is tSe  na)or Supplier of food f o r  the urban and o u t l y i n g  
rariets o: tne capital  city. ProCuctioc of export  crops in t h i s  
area is lizited to czsheus  an^ a l l  o the r  p r o d u c t i o n  is ~ i t R e r  
L2 se3f-consus?tion or f o r  cozxercial sale ,  

A , - ~ ~ C , ~ ~ ~ - : . W - -  L U L ~ n  o u t p z t  contin~es to increase in the Eaputo Green 
Zanes f c r  several reasons. F i t s t ,  f a r =  infrastructure is 
icgroving as nore inczsscrizl-type cosnodities (ceinent, rubber 
hose, s t ee l  pipe ,  f e n c i n g  naterials, eic.1 are  becoming 
available to this sector .  Struc tures  f o r  confining livestock 
[piss, goats) and poultry ( c h i c k e n s ,  ducks, geese and turkeys) 
are Seing reriovzted cr constrr;cte8. Irrigation/water systems 
zre cern9 inr=aiieC tha t  a r e  sop5ksticated and ef f ic ien t .  
Second, eitkozgk t h e  area under production continues to increase 
( p a r t  dce  to expacsion of o lde r  h o l d i n g s  and part due to the 
cocrinsing i n f l ~ x  oE approxixately 300 people per day coming 
LZiO the capixo a r e a ) ,  emghasis at l e c s k  foe vegetab le  
production is jeing p laced on intensifying t h e  production 
gzocess. T k i s  cerkcdolo5y is aate-labor i n t e n s i v e  and 
e c i i  Lelb,enry r r  is gzinee in planning anC developing t h e  various 
i d l ~ c r a l  9rac:ices useZ in t h e  production process.  In add::ion, 
=be crllirazion of inputs, such +s seed, water and fertilizer, 
are zin~zizat in :hat o n l y  what is needed is used/applied and 
rheiefore iiccle is wasted in nonaroductive areas. Third, t h e  
s:p?iy oG essectial a g r ~ c : l t c r a l  inpzts [seed, fertilizer) is 
Eoza r e l i a ~ l e  cue to various eocor prograns. Obtaining seed is 
no l ~ c ~ e r  a probier: h o v e v e r ,  o k r a i n i n 5  sgecific varieties of  
s5e6 x i l l  c o n t i n ~ e  to be t rou= lesoze for some tine to cane, 
2ar: of t z e  gzooles is being solved by f h e  farmers producing 
t c e i r  ovz seec. Agaiz,  seed production was considered to be 
nonexisrezz ic ;he pas: years i x  t h i s  area. Fourth, the 
zazkinery a s d  hznd t o c i s  provided by docurs fit the needs of the 
f a r r e z s  in :his area. Fs tu re  C I ? s  shoc ld  continue to provide 
r e s w r c s s  f o r  zo~arcultivac~rs, w a t e r  psnps, r ~ 5 5 e c  hoses  and 
boors, glas- ic  boxes, sgrayers ecd other  hand t oo l s  to help meet 
-;- L.ie increasing dexand f o r  tkese icezs  in this area. 

Tze ccsz no tab le  probie3 erico;z~ere? is rranspor:. Row t h a t  
s i l f f i c i e n z  c m n a 3 i z y  is eeac5ir.c the  enakeer, market prices are 
Low, xakiz3 iz excreze ly  difficult for rhe farmer to use 
comerc ia l  zraaspsrration to ka:l his prodzce to market when in 
t n e  end h e  cay noE even receive t he  -ransport cost. Therefore, 
far~ers coctinue to requese -,:?a:   rucks be provided t t r q u g h  the 
prasraz thac  are l a r s e  enosgh t o  m e t  t h e i r  needs  and a t  the  
saxe cixe ailow rransgorr to take p lace  ac leveis where on ly  t h e  
vsriz~le cssr af cranspor: Icosc of f u e l  and d r i v e r ]  a r e  
recovered f r o 3  the sale 0 5  cozzmdities. The inpurrance of t r u c k  

,*.o;3k s~slier t r z c k s  zay be i;?ore s ~ z e  snould 9e 5o:eG. kf-A 



effic~ent to raneuver i n  t h e  Green Zones, t h e  cost of making 
L.-* &&*,2e t r i p s  as opsosed to orre is significant in determining - *,ether .;., or n o t  to mzrket a conaodity. In addition, the f u e l  
ration~ng systes  does no: cogpensate for  tonnage b u t  mainly for 
distance, Tkas, t k e  xiare connudity t h a t  can be carried on each 
& y  L L t ~ k ,  -i ~ k e  ;ore co~zodity that xi12 be ~arketed. 

Pbe distribztion of seed also needs to be tightened up. 
A l l G c a t i o r i  of seed seezs to be done on a generic name basis. 
iiaxe*;er, nos: areas require specific vzrieties of seed because 
soze varie=ies a r e  noc prcdcced in cer ta in  locations. This h a s  
not been takinc place ,  and thus, f o r  exanple, melon seed has 
bee2 ailocated to the Green Zones w h i c h  is ~enerally n o t  used by 
+. &..e + frrcees. Co?versely, o t k e r  seeds imported under C I P s  w h i c h  
ace szitajle/cesired f o r  tCis area zze  heinq allocated to other 
zreas shere qrowins conditions are less scita9le. 

C:o%ke is an in2rassive i x i g a t e d  area with over 30,000 hectares 
~ n d e r  F ~ s ~ g a t i c n ,  There are apgroxizately 125,000 residents 
;;5,$33G fzz:lies: fa t h e  area. After  independence and t h e  
exodcs of zany  PortacGese, t h e  s?a:e took eyer nosr a£ t he  
zsan2cned irrigated land in Ceokwe and developer2 l arge  state 
fsr-s. ?co6cction 'eveis droaped sharply  a f t e r  independence due 
przczrily to rhe f a i l u r e  of state f a r m  to reach production 
ex9ectzt;ons and snfavoraS2e weather canditions, 

3 - w  a b-azsfoz~azioc in agricaltural pzudsctivity by the p r i v a t e  
L: ,erz?rs is coztinain5 in Chokue. A nan3er of factors have 
eoscrizczeb :o t h i s  ~ransforzation: good xeazher, t 5 e  hard work 
of c5e ?rlva=s fzzners and t k e  a 7 z a i 2 a s i l i t y  of agricultural 
eG::?atnz a x i  ;zpd=s. AXttocgk o f f i c i a l  zarktked production in .- L..e ;> C k ~ k x e  eeea increased o n l y  sligktly during t h e  past year, 
c ~ z z z z  f ro -  f a z i i y  f a r m  and p r i v a t e  corzercial farrers 
COT' .L-A-bas ; - .' to ex?and. Tp.e faziiy far~ers continae ta produce 
o v e r  E U  percezt of t h e  caizt, zainly f c r  subsistence, while t h e  

. . pr Lvaze co:.::ezcrai f a r ~ r s  proeuce a p g r o x i ~ a t e i ~  65 percent of 
tze vegetaale prodcccion and 48 percen: of t h e  r i ce  prodtiction, 
$.ltha:ch t52 ma-jority of t k e  e s r i c s l t ~ r a l  production in t h e  
Ckox*e ares takes p l a c e  cnder irrigated conditions, weather - .  , uA.c l t ions  ? l a y  a2 in2oztazc  ro:e ir; pro2uct-ion. The amount of 
rais d z r i n g  tix prodzctive per iod (land preparation to harvest) 
has a si$zifican: inpacc on :he cozz~5icy produced, especially 
I n  zzezs ic cke izzisatioc s c h e ~ e  where o b r a i n i n s  water is 

n aaxginal, : s r~ .e rs  i ~ t e ~ w i e x e d  indicztec? t h a t  favorable weather 
conz;zions e x i s ~ e 5  dcring t k e  past yezr and the  early r a i n  
encozatereb ccric~ :he v i s i t  xas 2 ~ 3 ~ 6  sign for the  upcoming 
year. 



--- ;..e private farners in t h e  Chokwe area are experienced farmers, 
many havincj farmed in the area  f o r  over 10 years. They  project 
a sense of p r i d e  and understanding/knowledge in their e f f o r t s  
vSich is o f t e n  n o t  ~ h e  case xhere the re  is government 
intervention/con:rol iaposed on t h o  production process. 
A l t h o u g h  the family farmers in an Agrarian House scheme in the 
CSokwe area had n o t ,  in general, been as soccessful as other 
procucers [for the most part this is due to the marginal land 
v te re  t h e y  are located) ,  a positive vork e th ic  prevails as well 
as a sense of co~pezitiveness. A 1 1  of these f a r ~ e r s  are 
striving to inczease proluction and are succeeding in spite of 
t h e  difficult environaent i n  which they must operate and t h e  
Ii~ized resources avallaSle to the=. 

T s e  allocation/distriSction of equipment, seed, fertilizer and  
orhec inputs is determined by t h e  l o c a l  district agricultural 

+: efflcez. a ainistry o, Agrfcul:ure representative. R i s  
assessZen= is based principally on fzrners' plans and t h e i r  
wii?iapness to coa?er+te w i t h  govaznment o f f i c i a l s .  Under 
coneitrons vhere marker forces have not  prevziled, this metho6 

laen s a t i s f a c t o r y .  Nau t h a t  there is considerable s u r p l u s  
~ z o b ~ c t i c n  i n  t he  area and farmers are  fineing it difficult to 
~ e i l  a i l  t h e l c  proddcricn, the Secision to make a n  investment in 
nev eczipnent and unkzoxz\cntricd varieties of s e e d  w i l l  be 
cased on mccb different cri~eria. Sizce t h e  l a s t  evaluation, 
sose farr iers, especialiy nargina? farxers .  have n o t  had 
s~fficien: rescceces to pay for t h e  nev equipment. C r e d i t  is 
not a solution to this problem since it is not possible for t h e  
fzrzez to have a positive rs te  of return on his investment. 
Addirionaliy. t h e  farmer i s  feced w i t h  oversupply and low prices  
iz t 3 e  sarket  v h i c k  force t i x  ;o ninizize c o s t s  of p roduc t i on ,  
a+xirite produc-ion (i.e., need to produce noee i f  r e t u r n s  per 
221: a r e  l o s e r )  and produce a higk quzlicy product .  Therefore,  
'"'aer decisiozs will play an increasing role in t h e  seed 41-C 

allocaciozjdistzibuzioc process, 

Shortages of eqcigment ?nd other agriccltural inputs continue to 
orevail in t he  Chokwe area .  The shortage of motorpumps in the * 

older  prooscin~ areas an6 new land, ontside t h e  irrigation 
s c h e x ,  is critical and will l i m i t  l ong  t e r n  expansion of 
3rodcccbon iz t he  area. Supplies of seed and fertilizer are  
available. Eovever, preferred varieties of seed are o f t e n  n o t  
a v a l i a j i e  o r  a r e  lacs i n  e r r i v i ~ ~ ,  an2 t he  quantities of 
fertilizer received are soaetiries n o t  s~fficient, In other  

. 5 cases. %he  rkgsc r y z e  of fertilizer for a p a r t i c u l a r  crop is n o t  
avaiia515. 



B. intervieus with Parxers 

1. C h o h ~ e  - Deputy Director of UJk M r .  Nausse  and the Deputy 
~ i r e t t o r  of t h e  P r i v a t e  ParEers Xr, Jose Santas 

A t  the f i r s t  neeting with tne UDA o f f i c i a l s .  the evaluation team 
d i s c a s s e u  several areas  of interest .  These i n c l u d e d  a r e v i e i  of 
tne aliocztisn p r x e s z  f o r  co~modities, types j 'de f in i t ion  of 
faraers receiving eqaipnent, and t h e  status of t h e  d i f f e r e n t  
varie~ies of seeC. D s ~ i n ~  t h i s  meeting :he i t i n e r a r y  for t h e  
Chokve v i s i t  uas also discussed and agreed upon. 

The Deputy 3ireczof of 33; ( D 3 / U 3 A )  briefly summarized t h e  
a l loca t ion  process as one in vhich t h e  c r i t e r i a  are  based on 
are+,  need, villingness of farmers to assist other farmers, and 
finally, on ability to pay.  The  equity i s s u e  was discussed in 

7- sone dereil w i t n  t he  teaz .  cowever, t h i s  %as o n l y  the t i p  of 
.- --e i. iceSer5 when one ccnaiders t h e  underlying conditions such as 
contracts anb/or  agree-eats between the faraer and UDA reqkiring 
+ &.&e h earner to xork  a given azount of time on other farmers' 
lane: ~ r o w i n q  contzzcts where a f a rmer  was a l l o c a t e d ,  s a y ,  200 
kilogrars of garlic see6 and tha farmer is then expected co 
2ravkce 58 % i l o g r m s  cf tke produczisn to t h e  s ta te .  T h i s  
uncerscates u3ac is considereC to be a c o o p r a t i n g  farmer f o r  
* ,ce CLP, 

Tte 3 3 / Z > A  no ted  several changes in the distribution process 
C & ~ a t  - r e s z l t e d  f:on t he  devaluation of the "tical, and the 
ressltan~ i c a ~ i l i t y  of c e r t a h  faraers to pay fo r  imported 
gocds, Fro:. an econozic p o i n t  of view, t h i s  is i h e  first 
i n s t a n c e  where pricizg has piaye2 a pa r t  in the allocation 
srocess anB indicates t h a t  t he  U D k  allocation 2rocess is not  
necessar~iy d i s t r i i x t i n g  equipsent 5ased oc zny p r o d u c t i v e  
o z t p c  criteria. In orher words. d 5 e r  t5e  UDA allocation 
scne-e, aazy aar~izal farmers had* ~ r a s c i b l y  obtained equipment 
, --&-- r+ ,= .c  ;.'ill r.ac rec023 t h e  Ir? i t ia l  invest-.ent now t h a t  the 
agric:l-.ural cor,?,odicy na rke t s  s:e b e i n 9  Elooied with goods and 
prices $0: agricaltura? products  have declined s h a r p l y .  so far, 
a= fezsz i~ r h e  Chokue a r e a ,  4 tractors an5 f truck have had to 
ae reallocatC. Reallocarion was made to farners in t h e  sane 
area, alrbougn ability co pay xas ?robably  t h e  d e t e r n i n i n g  
f a c t o r .  _he D D / U ~ A  asain re-stated the cri~eria: types of 
needs in eac5 arez, Ezrners '  cooperazion, and so forth. 
.- rowever,  h i s  l a c k  of conviction in t 5 e  e f f i c a c y  of this 
seiecrion Frocoss was e v i d e n t  f r o n  the d i sczss ion .  

m ,ne = e m  se: the Sara: Director to discess t h e  aflocztion of 
m;, agzicaltural inpzts. A I A ~  discsss icn  focussed cz seed and t h e  

---, ,,Lalezs e n c o ~ n t e r e d  in its alXocazioc. Afterxards, t 3 e   tea^ 



visited seed and f e r t i l i z e r  xarehouses. U3h makes allocations 
to individual farmers based on t h e  needs indicated in the 
farnervs annual plan. Therefore, distrzbution is n o t  *freew 
azd, "the Earners can no t  hczird see2 to speculate on f u t u r e  
availability.' In other X B L ~ S ,  GDA decides what t h e  farmer is 
going to produce, and uhich faraez is going to receive 
CI?-financed seed. (E~wever, the allocation system Ooes not 
seen to work efficiently s ince  several farmers had excess seed.) 

Several  coaplainzs received by Boror aboxt the quality of seed 
were noted:  1) Cans were repoztebly  mislabeled because t h e  seed 
did not proezce fruit which resenbled the picture on the can; 2 )  
The factories are nor rece iv ing  the tomatoes, c la iming  that the 
quality is n c t  good; and, 3 )  "This vzriety oE seed has never  
been gronn in this arez,  so why is this t h e  on ly  seed goror 
carries?" Xgzin, zany of t h e  conplaints are attributable to 
~ ~ i c k l y  c h ~ n g i n g  economic conditions associated with 
agricultural production. Prices hzve dropped in most markets 
due to oversapply and nos t h e  fzrmers are faced w i t h  a lack of 
nargets f o r  a l a r g e  ps~tion of their production.  However, seed 
prztes fcr 86/87 increased 5 0 0  percent fron 8 5 / 8 6  an6 for 8 7 / 8 8  
by iOOO percent, In t h e  short-run this c o n d i t i o n  will not 
i~prove, However, as s~zondary  narkets (such as food 
pzocesslng, canning, and freezing fac tor ies )  open or  a re  geared 
to increased production, most of the non-marginal farmers w i l l ,  
conzinue ta d a  quite well, 

The Sosor Director a l s o  noted tha t  sone of t h e  seed, namely 
onions and p a t a r - e s ,  were recei-:ed late, 

Tze gene ra l  feeling f ro=  this v i s i t  is t h a t  Boror is an i n t e g r a l  
part of U ~ A  and does n D t  operate in any way as a separa te  
entity, 3be conditions associa=ec5 w i t h  allocation of seed and 
o the r  inpurs are certainly riot necessary in order  to meet t h e  
goals of t h e  program. To chzng2 this situation w i l l  entail 
s u s r a i n e Z  goficy dislague with appropriate high level o f f i c i a l s ,  . 
sicce t h e  =@an felt t h a t  l o c a l  ~ ~ ~ \ 3 a r o r  officials are o n l y  
a c k i z ~  oc orders passed dowc ra then, 

3 .  Chokxe: 3errage area - Private  Fzrmsr M r .  Rario S i b i a  

 his farrier bas 20 hectares, a l l  irriqated. His equipment 
inveasory inclsdes a tkresher, a t raczor  CMF 290) and an old 
m ~ t s r  p m p  ( 4  cyiinZer), Ze is h e l p i n g  t h e  f a z i l y  sector around . * nls araa %itk the tractor anii t he  punp. 

l o ta toes  - The seed was not g a d ,  but what grew, produced 
well. Farmer ~ 0 x 2 5  l i k e  to keep p a r t  of product ion for seed 
~ u t  does nQt have a2progrlate s m r a g e  faciSities. 



T a x t o e s  - The Earaer receives 60 - 70 Meticais per kilogram 
at the farm. T r a n s p r t  to Maputo is priced on a per truck 
ra=e (10Op000 Wetirais fo r  a 3 or 5 ton t r u c k )  regardless of 
t h 2  zr.ount of cozzodity involved. 9e indicated that t h e  
marigold variety was not good f o r  transport as it gets soft 
sad spoils easily. 

Onion - T h e r e  was little seed available when i t  was time to 
piznt and even a t  t h a t  t h e  only variety was R e d  Creole which 
is n o t  easy to market, Ee indicated a preference fo r  Texas 
Gfazu. 

Seans - Ee p l a n t s  butter beans on ly .  

Eaize - Ee uses t h e  Kalahzri variety, 

p. inis farxer  h a s  ssfficiezt production to warrant  a t r u c k  
allocation. In addition, h e  i n d i c a t e d  t h e  the re  would be no 
p r o a i e ~  in o~taining sufficient f t inds to finance b o t h  a t r u c k  
2nd a pm?. ( T h e  tea3 does n o t  fee l  comfortable w i t h  UDA's 
i z ? o s i n g  c ~ n d i t i ~ c s  on a farmer of this s i z e  because, as the 
Xeticais become 'near and dezr,' the farmer shouldn't have to 
sse h i s  i n v e s t m e n t  to help o ther  farmers. Why s h o u l d  the 
comercia1 farmer provide welfare to family farmers?) 

1. Cnokue: Guija area - ? r i v a t e  Farner Mr. Inacio Novela 

FI' ;>is fa rner  kas 25 hectares (12 hectares in 1986), all 
irxigai95, 2 n o t o r  puz? [Deukz 3 c y l i n d e r  - 6"l and a t r a c to r  
(M? 2901, Xe has been f a r a i n g  in this area f o r  about six years 
and also has a retail s t e r e  In Guija. He employees 37 wurksrs 
( i E i  zale,  L9 fezaie), whereas one y e e r  earlier he employed 16 
xo rke rs ,  

General  conxenrsz Prod~ction is increasing i n  the area because 
of t2e increased ncmbar of t r a c c o r s  ( 5  in 1987, 2 in 1986) to .-, w ~ r k  the l and ,  Soil is ve ry  productive znd with irrigation most 
crogs can be produced. Hoxever, transport of coxmadities from 
the 8rea is d i f f i c u l t  due t o  t h e  security situation, This 
farzec purchased 2 10 ton t ruck  in Ssukh Africa 2 years  ago 
~ h i c h  is csed to transport conzodities to Maputo. He makes two 
txi2s per w e e k  degending on how q ~ i c k l y  p roduc t s  can be 
markered. This farner f e l t  t h a t  t o m t o  seed received (Roma 
variety) was n o t  t h e  variety i n d i c a t e d  on can label. 

?roblexs: Ee could use box2s and more backpack sprayers. ~e 
also indicated that sane farzers have difficulty transporting 
i c p u t s  (diesel, fertilizer) f r o 2  Cho4xe t o  Guija due to t h e  lack 
of ~ 2 2 1 4  vekicles etc, - and W G U ~ ~  1 k ~ 5  l i k e  to see a 
distriaurion cenzez  Xscared i n  Guija. 



5 .  Cbokwe: &uachicoiuane area - Private Farmer Wr. Alberto Sono 

T h i s  farxer hzs I6 hectares of irrigated l and  an2 100 hectares 
of dry land .  Ee has 2 tractsrs (a Ford rehabilitated with CXP 
spare pzr ts ;  a MF 265 ffron CIS I ]  which looks used/misusedl; a 
notar puzip, t h r e s h e r ,  2nd a t r u c k  (Toyota i lj2 ton with 131,000 
kilozetersj. Ee produces on ly  cereals  - rice, maize/rice. He 
kas problem w i c h  transport aboct three months out of the year. 
5e w o ~ l d  be willing to trazsport f o r  o t h e r  fariners i f  he had a 
l a r g e -  truck. He would also l i k e  + motor pump (6") t~ irrigate 
rice fron a drainage canal, for  cultivation on a dryland area. 
(This practice Is not  recosrended for th ree  reasons: 1) This 
farrier's land is within the i r r i g i t i o n  scheme which is currently 
being p o r f y  maintained, t h u s  creating problems in all areas 
where t h e  systez operates marginally, at bes t .  21 Using water 
fron a d r l i n  will add to the s l 3 i i n f t > -  pprbjlern in this area. 
3 )  W i t n  t h e  increased level of p r o d u c t i o ~  in t h e  aree the 
:::arcjlnal 2rodcctivity ga ined  i ~ s t l l d  nc'. wsrrant t h e  investment]. 
He f u r t h e r  connented t h a t  rcbber b o o t s  could have  h i g h e r  tops 
for the f a m e r s  who prodace  c i c e .  Be a l s o  indicated t h a t ,  in 
general, production was be t te r  t h i s  year than last, 

6 .  Chokwez Eu2chicoluane-area Directcr of Private Parners 

I n  t h i s  area there are  1 7 0  private farmers with 4 hectares  each 
iz r h e  irzigated scbese. Kast of these facrners have l a n d  
octsice t h e  ix r ic ja t ion  scheme in drylznd conditi~ns. Some have  
o the r  areas in the irrigated scheme xhere they produce 
ve5e:abies. 3uwever, zost of the land in t h e  irrigation scheme 
in cris area  produces o n l y  r ice .  Good far@ecs3 rice production 
yields a r e  a2proxizstely 7 metric tons per hec ta re  u s i n g  t h e  2 4  
variery over a 1 4 5  day growing season. This area is h i g h l y  
s i i s c e p t ~ 3 l e  to s a l i n i t y  probfezs, 

7. Cnokwe: N x ~ c ~ ~ c o ~ u z ~ ?  area-Agrarian House Direc tor ,  L u t h e r n  
Korld Reflef (LW3) Pro jec t  Director and 10 family farmers 

The Agrariaz souse i s  a stzte-established and c o n t r o l l e d  
a~ricultuzal area for fanily farmers where each participating 
faxily farzer has 1 hectare.  T h e  Nbiachicoluane area Agrarian 
souse land  is located wit5in the irrigation scheme. The land 
t h a t  has been allocated to this project i s  narginal a t  best; 
szlinity problezs a r e  evident on observation. T h e s e  farmers 
have received bicycles, sprayers, plows and harrows f o r  animal 
zracri.cn, sead and fertllize~. Xai~:  craps produced are rice, 
paize and beans .  

General CoTaents: T h e s e  u n i t s  a r e  not  conducive to moving from 
su3sistence to comxercia~ agriculture. Lutheran Kor ld  Relief 
parcici~atian te2cs to reinforce 2 xelfaxe nen=ality i n s t ead  of 
devefoplcg privaxe initiative. Production is s l i g h t l y  above 



suSsistence levels within t h e  u n i t .  Surplus production as 
reported by farmers tenBs to be sporadic and of insufficient 
~ ~ a n t i t y  to be z e z d i l y  marketable, Bicycles are  allocated on a 
"reward" m s l s  to "coo~eratin~" f a r n e r s .  For  t h e  most p a r t ,  
farmers indicated an un~lllingness to change fron their 3 main  

f cross.  i ne i -  p l a n t  w h a t  the governzent tells t h a n  to p l a n t ,  

3~o~lens: Shortages of spare parts, tires and t ~ h e s  f o r  
~ i c y c l e s  (indicative of t h e  poor qaaiity of b i c y c i e  being 
5.1-11; 1 .  P S  Tne harrows for anizaf t r a c t i o n  plows were a l s o  
reported to be a sa jo r  p rob l ea .  Additional Sackpack sprzyers 
a r e  also needed, a l o n g  vith protective c l c t h i n g ,  g l o v e s ,  m a s k s ,  
tzin geaz, boots an6 overalls { t hese  f a m i l y  farmers a r e  feeding 
tte;sfives and their f a n i l i e s  but  they  apparently a r e  nat making 
e x o ~ s h  noney to c l c t h e  thez.selves.  

TGLS farzez has 2 2  hec ta res  t o t a l  x i r h  z b o u t  1 2  hectares  
i s d r g i n a . 1  Ian61 w i ~ h i n   he irrigaticn s c h e ~ e .  XE received a 
r r a c t c r  znder P h a s e  Z I L  of ths CI?. He pays MT 109,000 per 
t s c c k  LoaZ for trans?ozt tc xzputo .  

3 l ce  - Ee producel 1.4 aerric tons per hec ta re :  bad problems 
xith t;acer. 

- * )  A o z z : ~  - p - -  ,c . , ,pbei~ variety sells w e l l ;  Ron2 variety not 
ssllicg since factory/~rocessor closed due to "lowern 
q c z l i ~ y -  
Onion - Texas Grano; ?iaztcd late. { t i e  wcndered w h e r e  he g o t  
seed) .  

F. cab3z5e - Ine seed CZZE l a z e  r . ' r ' m b  *-:I,,, resuitee in very  l i t t l e  
productiox. 

G a r l i c  - Ee has no pra3ler.s since he is multi2lying seed and  
zxpeccs 5 0 5  kilo~raas. It is i n ~ e r e s t i n q  t h a t  he o b t a i n e d  

- .  SzriIc seed outside the governnent distribction channel. 

Genera l  Cements: T k  -..is farzer is yGzng and energetic and ,  . . . . a i c n a u g n  ce h a s  farxeS on h i s  own only s ince  1983 (afte: working 
for a state far:), he seezs quize r a s a b l e  of carrying o u t  a 
s i v e n  prodsction p laa .  IK s o x  sense, he may be under o u t s i d e  
cressure to prevenr hip. f r o 3  expaneing, However,  he is 
azslti~us enczgk that he ?robably circurvent this o u t s i d e  

r 7 i i ? r ~ u e n c e ,  



9. Chokwes Chiguidela area-Private Farmer M r ,  Raul Poeira 

T h i s  farmer has 104 hectares and is curtently f a rming  an 
zdditional 19 hec ta res  t h a t  be long  to LOMACO. He has received 
t ~ o  trucks ( 3  ton from C I 9  I 2nd 8 t o n  from Phase 1x1) 2nd two 
tractors ( a  M 9  from CIP I which he uses w i t h  t h e  private farmers 
and a F c r d  f ro3  C I P  11) f r o 5  the USAID program, 

Comments on Conxodities: 

aice  - He farms approximately 80 hectares. 

Maize - He h a s  no problems getting seed. 

? a t t i t o e s  - 6 hectares  produced 1% metric t o n s  - seed was of 
very  paor quality. 

ToXatoes - 3e fkrms 15 hectares, produc ing  35-40 metric tons 
per  h e c t a r e ;  seed originally from P o r t u g a l  (preferred 
variety); keeps o w n  seed from one season t o  ano the r .  

Cnion - He p l a n t e d  3 e d  Creole t h i s  year because Texas Grano 
(preferxed1 seed was late; h e  has hard time selling Red 
Creole and  it does not s t o r 2  well. 

Genoral Camnents: This farmer is very progressive, G i v e n  the 
opgortunity/fatitude h e  would probably adjust h i s  cropping 
p a r t e z n  i n  response  to market Cemands and not governnen t  
priorities. He owns a Fiat tractor that is n o t  operable due to 
lacK of spare pa r t c .  Sandits a t t a c k e d  village within last 3 
w e e k s  and he has recently relocated his wife and children where 
LA2ey would be sa fe ,  Ee farms p r i m  l a n d  t h a t  is very f e r t i l e .  

ProSfens: P o t a t o  seed doesn't come on time, it is nut the  
preferreu variety and ic is of poor quality. Could use more 
fertilizer, Zncountered transport difficulties until he 
r e c e i v e d  3 a s ~  I 8  ton) t r u c k .  UDA considered requesting him to 
hell f i r s 5  truck before he would be allcwed to obtain t ~ e  second 
trGck. Irrigation scheme has c u t  of f  water for t h e  l a s t  two 
m c n t h s  (this area is at t h e  f a r  end of t h e  irrigation system), 
Be h z s  surclus production xhick he  is unab le  t o  s e l l .  

LC. ~ h o k t ~ c :  chiguidela area-Privata Farnor  Mr. 2. Veloso 

T h i s  Ssrzer  h a s  34 hec ta res  in t h e  irrigation scheme and has -. 
receive$,  with his partner, a M? t r a c t o r  from cIP I. 

Comments: This farmer #as with M r ,  P o e i r z  when we interviewed 
2 E 2  l a n d  is a l s o  pr ize ,  v e r y  f e r t i l e ,  but  has a l s o  n o t  had 
water fro;:: t n e  z c h e ~ e  dl:rir!g tke Last two months. He remains 
t ense  and Cistracted (probably as a r e s u l t  of the encounter w i t h  



t h e  bandits), and indicated t h a t  the area was not free from 
future a t t a c k s .  This farmer h a s  a l o t  of experience and 
know-how and should be considered as a good source fo r  
production information such a s  seed vzrieties, f e r t i l i z e r  needs,  
and so f o r t h ,  

11. Cixokwe: Chiguidela-3rea Private Farmer Mx, Fernando Santos 

T h i s  farmer hhs 10 hectares  In t h e  i r r i g a t i o r ~  schene, has 
receivea a n  e i g h t  ton truck from CZP I1 and has bee3 farmirig 
o n l y  since 1984 .  Beksre becoming a farmer he  was in t h e  army. 

Comnents on Commodities: 

Rice, Maize - has no problems 

Tonato - grows 3ona variety and a Por tugese  variety (Carlos 
J o t a ) ,  which is pre fe r red ;  c l a i n s  to have received t w o  types  
02 t h e  Roma variety: observing tcmatoes Pn f i e l d  did not 
confirn cla im 

General Consents: T h i s  farmer is an "expertw with 3 years of 
experience, We ccnsider h i 3  to be meryina3 a t  best and do n o t  
t n i z k  be will survive zs a farmer as market farces t a k e  effect. 
He would l i k e  to hau? another tractor, Presently, he has an old 
tractor he obtained from t h e  s t a t e  farm, but w i t h  10 hectares he 
aces not  need it. He seems more oriented t o  providing services 
as a comnercial operator (in t h e  areas of transport and 
t r a c t o r s )  t h a n  ia utilizing t h e  equipment as  a farmer. 

12. C h o k w e  Deputy Director  of UDA M r .  Mausse, a n d  t h e  Deputy 
Director of t h e  Private Farriers, Mr. Jose Santos  

T n i s  meeting w a s  called to discuss GDA's interpretation of the 
i n p a c t  of t h e  program, allocation and distribution problems, and 
preLisinary t h o u g h t s  on f u t u r e  programs. T h i s  meeting ~ 3 s  over 
three hours long, interesting, and covered a wide range of 
topics* 

Uck fee ls  that optimum t rac tor  use is achieves when a t r ac to r  is 
used on approximately 130 hectares a year. T h i s  is n o t  a 
"private sectoz" concept, s i n c e  the private farmer/owner should 
determine what ,  how, and when the  equipment in which he has made 
an investment will be u s e d ,  Coverage among t h e  private 
commercial farmers, cooperatives and agrarian units appears to 
be satisfactory on t h e  sarface, b u t  complete end-use  monitoring 
m E s t  be completed i n  t h e  near future, 

The Pate arrival of seed has been a problen, but past transp~rt 
problems have been resolved. T h i s  was discussed in some detail 
s i n c e  prev ious  visits t 2  Baror in Mapcto indicated that 
~ o r o r / U ~ A  in Chokwe  was unable to pick up t h e i r  seed allocation 



due tc e s h o r t a g e  of Zunds .  T h i s  discussion developed i n t o  a 
c c n t i n u i z c j  dialogue on the allocation p r o c e d ~ r e  used for s e e d s ,  
U 3 A Y s  deveiosing a seed list based on t h e  farn-terrs int~ntions on 
a g e ~ e r i c  seed basis is noE accepkable, Therefore, f u t u r e  CXPs 
msst w ~ e ~ t i 2  w i t h  the seed aiPocation problem and find a 
"s r iva te  sectar *  d i s k r i b u t c r .  

Additional allocation problems have arisen during t h e  past 
year .  For exazple, of t h e  2 4 , 0 0 0  galvanized sheets allocated to 
t h e  Chokse arez, a distributor (Manuel Nunes!,  on instructions 
froa the EOA in xaguto, delivered p a r t  of the amount alk~cated 
for Chokue ro another  area. Again. this r e f l ec t s  government 
ictervention in the disttiksrioa prgcess.  

Diskribation of ;il.Utoi: u z p s  was aL+o d i s c c s s e d .  UDA's i n t e n t i o i l  
is to discribcte the new pnmps to i ~ i -mers  rith 31d p u m p s ,  or te 
f z m e r s  i n  old areas of production { o u t s i d e  t h e  irrigation 
achene).  On t h e  surface this seens to meet t h e  progran 
oS3ectives. Eovever, t h i s  s h o u l d  be followed up with fieid 
viszrs shortly after the punps a r e  distributed, 

Tnere is 2 need ;o continue ieporting bicycles unde r  t h e  program 
to provide transport f o e  private and family farmers. They c o u l d  
use a t  l eas t  500 o r  more i m i a e d i a k e l y  along w i t h  spare parts! 
tires and tubes. He reconmend that  USAID not consider providing 
addi:~ona: vehicles of any kind (b icyc les ,  motorcycles, jeeps, 
erc.1 to any government agency f o r  monitoring, extension, 
t r ansgo r r  or any other activities associated r i t h  the program. 
(These alloce-ions were inade under C I P  11, FY 1985, only) .  I 
3 a c ~  pack s?rayers, rain gear and pro tec t ive  c l o t h i n g  a r e  i n  
sho~t szppiy. The  zliocation process f ar  these items is m:ch 
t h e  sane as for othez camnodities - the  farmer is n o t  a b l e  to 
m z a i n  these itens freely from the  distributor. He must o b t a i ~  
governsent authorization be fo re  he can obtain such connodities. 

r y  d,A woald like U S A 1 2  ko consi2er small ~ 4 1 1 s  f o r  grinding g r a i n  
i n  various "depols" in the area cutsilt Chokwe .  We do not  
r e e u ~ r ~ e n 3  cocsideration of this option, In s t ead ,  OAR m i g h t  
concacc EGO'S ~ n r i ; i n g  in the area to p r c v i d e  such e q u i p ~ n e n t .  

T h i s  f a rxe r  has 4Z hectares in the irrigation schexe. Under 
varioGs CZPs he hzs receivee a EF t r ac to r ,  an e i g h t  ton t r u c k ,  a 
T LL.,ee ,> v ton t r u c k  ( w h i c 5  h e  was rescested to sell by t h e  
g o v e r n m n t  k e f c ~ r e  he coal6 receive t h e  e i g h t  f u n  truck) and a 
2 1/2 con truck. Tnis farlner is e x p r i e n c e d ,  having farmed in 
the Chokwe a*- &%a since 19683. 

I .  



T ~ - -  A ~ ~ : i ~ l ~  - c n - ~ d ~ s b e l S *  - ~ C a n d  f r u i t ;  2 l k e s  Portsgrzese Carlos 3ota 
+"  C .,. % ~ i e : y  b e l t e x  khan t b e  Rosa varzety. 

Onion - lie planted Texas Grano f r a z  last year's stock of 
seed, [ A g a i z ,  we woniiereii %here t h e  seed came from?) 

Pataco - Z e  planted  2 hectzres  b u t  had proalsrns with rotting 
seed. 

Sex4*eraT Coxr;ents :  This f a r z e r  indicated he didn" have any 
arrsnzenefit fo r  either tke crucRs or t r a c t o r  to provide 
2sslst33Ce to o t h e z  privzte farriers. A F t e r  visiting several 
f z r ~ e r s  in +" ~ . ' e  atea,  ic is o b v i a s s  t h a t  t h i s  farmer has received 
s a c s  sors eyuipcenz than hs can xealistic2lly utilize, W i t h  511 
t h e  availaale transport, he is pfoh&S:y considered to be a 
coanercial transporter. E e  usually nakes 3 t r i p s  per week to 
MapJto. Eowever, since the f ac to ry  processor has n o t  been 
sperat ing,  he cow zakes 2z ;y  2 trips. Ae indicated t h a t  h e  
w o ~ l d  l i k e  ;a keag part of his ptzto procizction f o r  seeb, but 
tha: it has t o o  hot i n  Chokwe  to store the  potatoes, Even 
t ks t igh  t h i s  farzer is in t h e  i r r i ~ z a t i g n  schprne, he is hav ing  a 
water proolea dse  in p a r c  ta the deterioration of t h e  
infrazcr~rture which is p ~ o z i y  maintained, OARJPIaguto shou ld  
inslsr t h a t  none of t n e  CiP-finazceC m t o r  pumps be a ; loca ted  o r  
h i  S ~ T ; ~ I * +  
- - a  ubeo w i t h i n  existin9 government-operated irrigation 
SGnS:TleS, 

C .  Sczzzxy and 3econaendatFons 

T h e  significanz iccrease in farner ?rot2uct ion and transport 
a v a i l z ~ i l i t y  has P e Z  to i nczezses in the  quantity and types of 
aGticulcuzal conncdities in t he  Xaputo and surrounding ~ n a r k e t s ,  
afid t,? c i  lowerin: of prices. In addition, t h e s e  co:nnodbti,en have 
oeen cf a higcex q c a l l c y  than in previous years ,  

" c e ~  with these chan5ing market forces, farmersg decisions to 
make invesr%ents i n  new eq?.iipmenk, seeds, fertilizer and other  
agricultural i n p ~ t s  w i l l  be based an crikeria t h a t  w i l l  affow 
a- Lnea - to m i n i ~ i z e  costs, maxiz i ze  production 2nd produce 2 h i g h e r  
~ u a l i t y  product  t h a t  is competitive in t h e  market p lace ,  The 
c u r r e n t  system of allacation/distributi3n f o r  CIP-financed 
connodities will need to be modified t o  meet these changing 
conditions, 

Ad5i:ionzi eqzipaent as well as see5 s a d  f e r t i l i z e r  will c o n t i n c e  
to be necessary in zbe CIP t a rge t  areas Eor f a r m e r s  to reach 
t n e i r  production potential. P r i v a t e  secro r  farmers continue ko 



. . face  the p r o s l e a  of lzx:ted prsducricn resources such as 
t r a c k e r s ,  ?lows, seesr rs ,  csikirarors aad trucgs. Furthermore, 
srivate sec to r  farners face shortages of  basic hand tools, 

- - - L i i ~ ~ Z ~ C  azc s ~ e c .  Asric~i zi i rz l  suppQrt industries s u c h  as 
Zood ~rocessing and eqzig~enc zancfactnr~rs ace operating a t  a 
f r a c 2 i o n  of operating c e ~ a c i t y  c ;e  t o  t h c  l a c k  of imported raw 

q- -- =a?.erials en3 shortaces of spare p a r t s .  --.is, although t h e  
ccxaodities izported unde r  t k e  P3Z pccgraz  have had a significant 
inszct reflected in inccezled proiuctio2, lover prices and so 
;I,-%r-,- L :hese c o ~ ~ s o d i t i e s  sti l l  2212 f a r  s h o r t  of meeting neec's 
eva? K; 4-k:- L -  - a *-.-&.P specific t ~ r s e t  areas  of t h e  ?rogtam, 

- i n e  evaluazion r e a x  t t u s  recoc=ends t h e  following: 

I. T n a t  az -* rLesent  f u t 2 i n g  levels t h e  foliow-an PSR program 
conzlnua to aursue sixiiar objectives invclvin~ cio provision of 
:2?-iinanc~d i r . p u r . t  i n  t b e  s2rr.e t a r g e c  areas. W e  pragram is far 
fro: roacnlng a 'sarura~ion p o i n t '  and, e s  suggested above, there 
1s st:?l ? l e n t ?  of e ~ s o r g t i v e  capacity a r ~ d  h i 5 h  denand in t h e  
czz$er areas  fo r  addirionzl C:? inpsts. 

3 7.- - -. ;.,a: i Q c  ?rogfan  c o ~ p o s F C i c o  renain essentialiy the sane. In 
y~cr : icz iar ,  gt vouiZ  Y - -  
A .LO r e c o ~ x e n d  additional ' s z v v  c-ofnponents 
S : C S  as technical assiscence iQ tke privaie agricultural Sector 

-. :. 1 1  ti-.* targe: I r e a s .  ,..e evaloation zean uas uniformiy inpressed 
5~ p z  _ v a t 9  farmers knox ledqe  of fern eqaipmerit and t h e i r  
s e l f - s ~ f f i c i e n c y  and c e s c z r c e f ~ ~ l n e s s  in repairing and naintaining 
k i- ,s 4 eL::ipaen t , 

- -7 ' L  3 
L G ~ - A Y ,  t h e  evalzation teen ntte: t ha t ,  e l t h o u g h  t h e  presen t  C I P  

- .  . s:arz  is adegnaze for icplexenting a C I ?  at current fending 
levelsJ an e x p a n s i o n  of the p r o s r a r  j eyond  present f u n d i n g  levels 
a n d / o r  i-ro new c a r g e t  areas iiocld izply a reconsideration cf 
,- C r - - ~ l ~ +  2 ,. .-,.-F += staffing require-anzs and a co-preheasive review of the 
seeczicy sicuzrion and its p o s s i b l e  izpac: on program oojectives. 

rn Ane 2olicy d i a l s a z e  in connection w i t h  cte PSB C I 1  n a s  n 2 t  taken 
m o  explici: for2 cf requiring ~ o i i c y  c h a x g r s  ~ r i o r  to 
- .  
+- -ys3ursezent  of fuccs, nor has ic incorporacod cavenants  
requiring szndies in key policy areas. I n s t e a d ,  the program as a 
ucole can be viewed as a deconstratian t ha t  che private sector is 
b o i  b b A  A a c2pa2le and an efftcienc prudacer  and discribctor of 
~ o o e s .  T::e provision of a g r i c u l t s r a l  inpsts to pr iva te  sec to r  
Earzers  $ 3 ~  provi2ed t he  mans  t o  dezonstraie t h a t  private 
prcezceis resaond when pravlded x i t k  requirad i n p u t s .  In terms 
0 E  disccib~cion, c h e  I S 3  CX? s 8 o s l d  ?co;ressively increase t h e  
percencace of resources bein? 20th ixported 3n3 GirtributeZ 
rzrcssn t h e  2r lva t e  sectoz. 

-+ r r n a l l j ,  che d e s i g n  anC e~alca:ioc processes utilxzed w i t h  t h e  



PSR CZP have  provide^ significant opportunities f o r  technical 
drscussiocs concerning selected cacroeconsmic and agricultural 
sector policies. T h e s e  Ciscussions, however, h a w  been 
ccnszrakned by t h e  relative lack of polley analysis for these 
Cisczssions. I n  addition, t h e  l ack  of continuity of outs ide  
technicaJ persennsl resuited i n  a nonproductive rehashing of 
topics pfevious1~ d i s c u s s e d ,  t be reby  fu r the r  limiting the scope 
oE t k e  d ia logue .  

-kc-' A .  s r ~ e c t  of Pricinq and Szbs id i e s  

One of t h e  najor issues ssrroucEing the PSR C 3 F  through 8 1 3  i t s  
phases hea Seen t h e  p r i c i n g  of high-value cap i t a l  equipmeat 
Eindncea by the pzogzaz, i .e . ,  t rucks, t rac tors ,  tractor 
~ z p l e n e n t s ,  and mctorcultivarorg. While concerns have  ranged 
over a w i d e  area,  211 have tbei r  source in t h e  extreme 
overvaluation of t h e  Z e t l c a 3 .  sue to this overvaluation, t h e  
c f f i c r a i  pErce of the izpor ted conmx3ities is less t h a n  t h e  t r u e  
ecoaoziic value  of the caanudity, As a r e s u l t ,  the recipients of 
cke coaxo2icies receive an iEplicit s u b s i d y ,  The potential 
?ro.cTens arising f r o E  suck an icplici~ subsidy include ( b u t  are 
x t  I x ~ i t e c i  to) t h e  f o l l o w i n g :  

3 )  Pozentiai GiversLon o: caazodities across borders in 
order to capture this s u b s i d y  in t he  farm of f o r e i g n  
ex-" L A A ~ L A : ~  .- - ; 

2 )  Ailscation af cap iza l  equipmerit t o  less efficie~t 
q r o c z z e r s ,  ~ l t l i o a s h  ta date t he re  has  been no evidence of 
";is; 
3 ;  T n e  2rciyoznon o f  an excessively high capitalflabor 
r a t i c  i n  dsnestic 2roCuction. 

.. ~c 25ase : of t h e  PSX C I 5  t k i s  i e s z e  was identified, and 
sdzchsr$es ran5ing fron 25% to 65% u e r e  imposed on t h e  high v a l u e  
cz2itaP ite=s, in t h e  second phase of the program t h i s  surchsrge 
was increzsed to 300% a35 153%. Folfowi~g the J a n u a r y  1987 
cevai~ation of t h e  I<et ical ,  however, t h e  surcharges were 
elfnfnated i~ ?5ase TI: an6 Phase IV of the program. Given t h e  
lass In t h e  d e l i v e r y  ~f h i g h - v a l ~ e  c q i t a l  equipment, OAR/Maputo 
pzzctlce has been not to apply scrcharges on any equipment 
arriving z f z e r  t c ~  J a n u a z y  1987 devaluation. Since  none of t h e  
h i g h - v a l u ~ t  ckpitaf eqci2;ent under Phase  I11 arrived pr ior  ta 
P e ~ r z a r y  2987,  ao s z r c h a r g ~ s  3ave been levied fo r  high-value 
capital rqcipiect procure2 under Phase XI: of t he  CI?, 



*.. 
,+,, &asle on ;he next page presents  a2 snalysks of t h e  effective 
s z j s i d y  on e s c n  d ~ " - - -  

a J A ~ L  of ~ ~ r n z ~ d i t i e s  kztported under  t h e  PSR CIP, 
Z S .**a 7 I as %he effect of the s~rcbarses on this subsidy, For 
3;rposes of t 5e  azalysls t k s e e  sets  of exchange ra tes  are 
X 

~ciiized vhicb r o u p S y  correspond to t h e  official and parallel 
excnacqe rates wken eguipzect financed S y  the PSR CZP arrived. 

-. . ,;ze r ~ c i l y a i s  takes izto account t he  narzal xarketing costs of the 
ii-sl  +U,u;.,,,,-lt, n ~ 0 - L  ( 6 7 %  sf the CCI? valize at t he  o f f i c i a l  rate) to firzd the 
~ffec:lve cosz in !4eticais 6: oce US dollar spent far equipment. 
:.- b b A b s : ~ ~ ~  i + + sLrcnasges t h i s  v a l u e  coeres2snded to M t  6 6 . 8 0 J ~ ~ $  f o r  
P5dS%S I and  31, M E  334{US$ follosing t h e  January 1 4 8 7  
d j l t l ~  + l u , h a , , ~ A . ,  . - - &  7 -,+, and E r  656/255 f o i i a i i n q  t h e  Sune 1987 devaluation, 
Tzese effective r a t e s  rorres?onc to sn in2licit subsidy to t h e  
i ~ r c : i s n  excnmge provLded of 95.5%, 7 2 . 2 % ,  and 25 .8%,  
zespetziveTy, A f t e r  t5e surc2arges ne5ot ia ted  between OAR/Haputo 
zn& t z e  S?A:-: a r e  z p p i ~ e S  ts t z i s  effective rate, the inplicit 
~ d ~ s  i~;; races %ere r e d ~ r e d  to 9 2 - 7 5  t~ 54.4% f o r  phase  I, and 
256.5% to 91.1% f o r  ?$are 11. For the P h a s e  III equipment b r o u g h t  . +. 
A.1 cetueen .?eSr~ary 1967 &nd Jme 1987 ,  t h e  i rzp l ic i t  subsidy rate 
;as 72.26, v h i i e  eqslpzest  arriving a f t e r  June 1 9 8 7  i s  being 
~z2ircitly sz3sidited a= a 2 5 . 8 3  rate, 

- . . &:es9 ~ ~ g ~ r c r t  s ~ b s i d y  rases i a 2 L y  t n a . t  t k o s e  individuals who 
~ c q ~ r i r e d  cagi~al eqeipze t t  undcir tne PSz CCIF r ece i ved  a Sarsain, ... ? o r  exa::;l-,?a, a t eacco r  ;ha: cos: $10,000 doiiveied :o Maputo was 
c l t ec~ ive2 .y  sol2 (i.e., a f t e r  ~ a r k e c i n q  cos ts  a n d  surcharges) f o r  
$26G.OQ ~ n d s r  I n a s e  It $894.00 under  Phase IT, and $2,780.00 or 
17,<20,C% ~ n d e z  Phase IXI. 

- -, , . 
L~ effec~rveiy eli :cinzte t h e  i r ; p i ~ c r t  scbsidy under the PSR CIp ,  
c2e c ;d rc i :a r~~s  no r r l d  h a v e  nee2ed ro  be 2 , 1 4 5 . 5 5  Cconpared to 
2 5 5 - 6 5 6  or i U D % - 1 5 0 % )  sneer lhsses I an2 11, art3 e i t h e r  259.3% or 
3 3 . 7 5  i c x = a r e c  to 0.06) urder Phase 11:. 

. . S9ecral Sozet T h e  f l g u r e s  ic r h e  Table below wers prepared fo r  
anzlyzical aca iilsstracive 2urposes and a r e  nct  meant to i r - p l y  
-.--- c. .c,  y 6 i ~ ~ - ~  r r *  ..-.+ - s e c t ~ r  f z r ~ ~ s  a r e  i n v o l v e d  in illegal parallel 
zzrtce: ac"civ; , .. , 4 ;es.  



kndlysis of Zffeezive Subsidy Dee to Overvaluation 

PSR CIP PYASE: 
-------------------__LI----------------- 

1 IX 111-A Iff-I3 
I--I-----&-~-~----11_L--------l-l------~----~--------- ----------------C-CI___lll-------------------------d---------------- 

Official Zxchan%e Zaze 40.00 48,90 200.00 4 0 0 . 0 0  

22:213e1 Exe5ange itate 15Q0.00 1500.00 1200.00 900.00 

F : ~ r k e t i n s  Costs 

- rffective Cost ( ~ t ~ i r ' ~ $ j  

iZg3icit S u j s i d y  I$ : t /GS$)  3 4 3 3 . 2 0  1 4 3 3 . 2 0  $66.00 232.00 

2nplizit Subs idy  2z:e 3 5 . 5 5  95.5% 72,2% 2 5 , . 8 %  

Suzezarge Aztes: 
Szall T r s c k s  6 5 . 0 %  150.0% 0.0% 0.0% 
3 2 r g ~  T r ~ c k s  60.3% 150,0% 0.0% (3.0% 
Tractors  6 Eqzipcent 25.05 100.0% 0.0% 0.6% 
Kocorccf t i - z z t o r s  2 5 . 0 %  15Q.O% 0.0% 0.0% 

IxpLicit sxbsidy ( X = j L J S $ Z :  
SzelZ T r u c k s  1389.78 2 3 3 3 . 0 0  866.00 232.00 
Large Trucks 1393.12 1333.00 866.00 232.00 
Tzaccors & Equipzenc 1416.50 1366.40 866.00 232.90 
~ o c o ~ c u P t i v a t o r s  1416.50 1333.00 866.00 232,OQ 

I r i p l i c i z  Suosiey Race: 
Szall Trucks 9 2 . 7 %  88.9% 72.2% 25 ,8% 
Large T z u c k s  92.9% 88.9% 72.2% 25.8% 
Tractors  & Equipnen~ 9 4 . 4 %  91.1% 72.2% 25.8% 
Motorcultivators 94.4% 88.9% 72.2% 25.8% 

Surcharge to Ef i m i n a c e  
E f f e c t i v e  Subsidy 2145.5% 2145.55 259.3% 34.7% 



3 -  klloea:i.cn and Pricing 

The  u l t i ~ a t e  oojective of t h e  aLlocation and pricing policy in 
% ~ n e  C ; I  is to a l l o x  f+rmers ~ i t h  t h e  proeuetive capacity and 

i ncone potential to purchase agricultural equipment a: market 
ceternined prices. For Phase 111, ~oveznnent o f f i c i a l s  decided 
v i ~ i c h  districts end which Earners within those districts would 
recalve CIP-financed equipzent. Direct allocations of equipment 
pcrgortedly are based on l oca l  officialsr knowledge of which 
farzers have the  best productive records. can use t h e  equipment 
effectively and have denonstrateC ability to farm. However. 
&. ~ n i s  * evaluazion tea3  points o u t  t h a t  one of t h e  important 
crite~ia in t h e  allocation process consists in faraers making an 
acreesent to coogerate vith local o f f i c i a l s  in providing 
cari t tack s e r v i c e s  to other fzrners in the area. Based on the 
recear f i e l d  interviews and observations, t he  current allocation 
sysrez is cond~tloned by p v ~ r n n e n t  ~ n t e r v e n t i o n  and coctrol, 
and t t ierefore t e n d s  to have a negative inpact on private sector 
oeve3opnent. 

C .  Seed - 
W~cnout seed t h e r e  uocld not 55 any agricuLtura1 production, ".. *oxeyer, w i t h  poor quality and/or the  wrong varieties and/or *. 
ty?es of seed, t h e  private fatners will be u n a b l e  to ~tilize 
t h e i r  scarce eescerces efficiently, resulting in production a t  
szbs~stence ra the r  t h a n  s u r p l u s  levels. 

As aL:sady noted, Sarzer conplaints/coanents on seed v a r i e d  
si:xificantly from those posed by t h e  seed importer ( a o r o r ) .  
L!ow -; L r . ~ b  - +  a a r k s t  forces a r e  becoming a primary factor  in t h e  
far~ers' decision process in decid ing what to produce (when 
dez+nd in t h e  marke: p lace  was Ear in excess of t h e  supply of 
a3ricdf~ural produce, anything produced by t h e  Earner could be 
naricece* ar a p r i c e )  and t h e  farner is unable to market a f f  his 
proeaction at m y  price, t h e  farmer ~ u s t  assess his resources 
+nd dezernine which coxnocities be h e s  a comparative advantage 
in producing. Vagetaoles are  no l o n ~ e r  considered generically, 

sre cocsidered ~y specific t y p e  and variety. Therefore,  it 
is ixportan~ that t h e  farmer receive, for  example, the Roma 
vzriety of tomato i ns tead  of the ziariqold variety which t h e  
f r r n e r  has found to be n o t  narkezable i n  t he  past. 

D. 2eco~xendations 

1. OA3/Raputo should continue i t s  practice of not  utilizing 
policy-related conditions precedent tc disburseaent of funds. 

ries;, conlared to t h e  t o t a l  value of donor assistance b e i n g  
n r o v i a e d  to l+ozanhique, the! anounts  2rovFdeZ t h r o u g h  the PSR CIP 
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- - hove!ier, xozic increase zhe  current budget deficit 
e x z l u 5 i n c j  Grants  u n l e s s  an equivalent reGuction In 
ccrzent exsendiE~res is nade in a separate l i n e  i t em .  
-Lh. .= L -  - A..~, ,  ~ n ~ s  Earn af counkerpart cse  would generally not 
be coasisten2 xith t h e  total 3XF p r q r a n  t a r g e t s .  

AttriS~tion of counterpar t  EanGs f o r  the f i n a n c i n g  of a n  i t e m  in 
the inyestzen~ b~650' IL woul5 either reduce t h e  need f o r ,  or be 
T,eBLvJ s wit& resgect to tte need f o r  k z d g e t a r y  recourse to 
dozestic cro6.i :  finaccin5. ?zcy;ision of sach investment fanding 
s h o z l ~ 3  ztilize :he fol3oxing pzoceOs:es: 

-;, r .  r,.e G2RX shw12 provi i ie  i n f o r x t i o n  concerning the 
pto3ect for OAX/Xzpxto reviev, F4 rnis - information should 
; ?el.. -Le .. a descriztion 0 4  tile project, evidence that the 
p r o p c z  is curre2tly includoC in t h e  b u d g e t ,  the t o t a l  
c o s t  of t h e  ?reject, and t he  c u r r e n t l y  conitted funds, 
zy sciirce, f o r  the p r o j e c t .  

i i . O A 3 / F ? 2 p ~ t o  s h o u l d  t e v i e v  this information for the 
project's consiseency with OXR/Mzputo's program gozls ,  
Cc~rencly identifie6 faneing sozrces should be exanined 
tc ens2re t5zt U . S .  c o n n t e r p a r t  funds are n o t  being 
corzrngled gith Eas te rc  51sc assisiance, F i n a l l y ,  if 
t k e  U,S, dollar equivalent of t h e  requested counterpart 
f a d s  f o r  t h e  activity exceeds sone predetermined 
i ~ v e f ,  f u r t he r  inforzation deaonscrating t h e  f i n a n c i a l  * * 

2nd econoalc vizjlfity of t h e  pro jec t  shoulZ be 
regzested and revv7 ie~ed .  

7' *. L cQunterparc f u n d s  a r e  ctilizee t o  finance a service fo r  
c5e private sec:ur, these fends should be granted to a 
private entity tc use 3 s  seed f u n d s  f o r  the i n i t i a l  
0 - t  - h l  < c;.w +sL~uA,u,,.,,ezt of c;ke service ,  The grantee s h o u l d  be 
z e q x i r f d  C G  esza~XFs5 a f ee  szructure safficient to cover 
cperatiozal coscs a ~ e  to ~ A S G Z E  t k e  furkker operation of t h e  
ser::ice. 
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I n  concl:slan, w e  offer t5e fo l loui :?c  siinnary of  he principal 
d 

reconzt r idzc i~ns  r h t  ezergeE fro= t h e  present evaluation: 

- 1, I c  is recoXzenGe5 tksk OA3/Ba?atc conYinue its attempts to 
xaxinize s r i v a t e  sec to r  invofvenent in t h e  prccurenent process. 

k * Fo this e n d ,  O A 3 \ 3 1 a 2 ~ t a  m y  xzsh bb cons ider  t h e  following two 
a ~ z r o a c n e s  & ,  : 

T ; - % - &  L L C ~ L  Oh&J>:apto  ~neertake t o  cwzplete procurement of 
+ - T  L L ~ \ - k ~ C  >.- t z ~ c t o r s  (and spare ? a r t s )  a n ?  otker acricult~ral 
e~uipeenr p r e v i o n s l y  procared 57 2arastatals. Alternatively, 
psss~bilities for t h e  izsortation of seeds and f e r t i l i z e r  t h r o u g h  . . loezX p r i ~ a t e  coi22anies x ~ g n k  a i s o  us explored, 

3 )  -+ .&,&e r ~ , e r x i y  acqxired s k i l l s  cf t h e  end-use mon i to r  
?; . . .-b. .L ---+ be used to ideatify zquip;;.,entzand acjricvlltural needs and,  

-L L.:e jzsis of tais i z f a r z a ~ i c f i ,  nake aliocations of f o r e i g n  
ex-"-  bA .~nse  t o  private sector  izpsrters to a l low thex to import t h e  
aacessarv inputs. 

2 ,  With r e ~ a r :  to fincncial sangqeaent sLpport functions, the 
foiloziaq is recomendsC: 

a! ~ h d c  the training oE t k e  l o c a l  accountant bz completed 
es soon 5s possiale, szch training s h o u l d  i n c l u d e  a zeview of 
t h e  c v e r a l i  o ~ 3 e c ~ i v e s  of financial nanzgenent sGpport services  
prob;i5ed to O ~ ~ f ~ : a g ~ t o ,  and s?ecifically, t k e  duties and 
r2s;oAsi~iiities of t he  i o c a i  accocntant vis-a-vis t h e  CI?. 

3 )  T h a t  t k e  responsi=ilieies of t k e  loea;  accour l tan t  . - . . inc,Zae rauciae azzlsisrra~Lve d x z i e s  i n v ~ l v i n c j  caordinztion of 
C I ?  ac=nvities w i t h  lccal GDvsrnrient coznterpzrts, visits by 
~ u t s ~ d e  c e c k n i t a i  z ~ s i s t a n c e  teazs, and ?reparatian of financial 
~ c ~ Q = = s ;  ~ 2 2 ,  

c )  T h a t  f i n a n c i a l  r e p o r t i n g  on l o c a l  cuzreccy  accounts  be 
prezared c n  a re5slar basis s a d  in accordance w i t h  an agreed upon 
fc rzaz.  Xorsover, procedzres should be established f o r  
zunitorkng accounzs of ' 2 2 1 i 2 5 3 e k ~ '  inporters i . e . ,  local 
i-- . . .y~r-,ers in a r r e a r s  1 2  pa:rzencs to i c ca l  ctirrency accouEts who 
c~ctinue to parcici?zze i n  t h e  C I P ,  

3 .  I n  viex sf t c e  co r : t i nu i cg  neeE for 2rud:ction resources and 
h i g h  Cezane i n  tSe tazget z rezs  f o r  additional CIP i n p u t s ,  it 

is rec~mzeneed t k z c ,  at pres?cc fundins l e v e l s ,  the follcw-an CIP 
ccatinae to pursze sizilar objectives in t h s  saxe t a r g e t  areas, 
I n  c h i s  concext, it sboui6 zlso be n o r e d  t h a t  zn expansion beyond 
present funding levels and/or i n r o  neu tz rSet  areas would imply a 
rezonsi~eratioa of cu r ren t  staffing reqcirexents and a 
can2renensive r e v i e x  of  he securi~y siccation and t h e  impact of 
the l a t t e r  on prograzi ob~eezives, 



4. With regard to policy dialogue, t h e  following is recommended: 

a )  T h a t  OAR/Maputo c o n t i n u e  its p rac t i c e  of n o t  utilizing 
po l i cy - re l a t ed  conditions p r e c e d e n t  t o  disbursement of f u n d s .  
Consared ta the total v a l u e  of d o n o r  assistance provided t o  
Muzanbique t h e  amounts provided t h r o u g h  the PSR CIP are  small, 
and thas t h e  idea t h z t  these  f u n d s  can he used to leverage m a j o r  
p o l i c y  change is not reasonable. Furthermore, staffing of 
OAR/Maputo and availability of r eg iona l  t e c h n i c a l  support f o r  a 
poiicy-conditioned program would nat allow f o r  an eEfect ive 
desiqn ox implementation of s u c h  a program. 

b ]  T h z t  OAR/Maputo begin t h e  process of developing the 
knowledge and analytical base f o r  an improved understanding of 
the p o l i c y  constraints on t h e  future expansion of private sector 
aeklvity in t h e  agricultural s e c t o r ,  The development of joint 
OhR/?Iaputo-GPRM studies c o u l d  be i n c l u d e d  as c o v e n a n t s  in future 
agzeements i f  desired. 

c f  That OAR/Naputo consider o b t a i n i n g  t h e  services of 
zenoers of t h e  p r e s e n t  evaluation tean t o  assist in t h e  d e s i g n  of 
tne follow-on CI?. Evaluation team members a r e  familiar w i t h  t h e  
overall development c o n t e x t  in ??ozamSique and have i n - d e p t h  
knowledge of specific i s s u e s  relating to the C I P .  Their 
participation in the design of the follow-on CIP could contribute 
t o  a more consistent p o l i c y  dialogue on issues raised in t h e  
present a n d  p r e v i o u s  evaluations. 

5 .  OA8/Maputo1s use of counterpart generations s h o u l d  be 
c o n d u c t e d  in such a way as to be consistent with IMF targets in 
Mozambique, The f o l i o w i n g  recommen~ations are made with t h i s  
principle i n  mind: 

a )  The prefer red  option is to 'sterilize' local 
cocnterpart generations, t h a t  is, t o  make no use of these f u n d s  
excegt f o r  contributions to t h z  Trust Fund account. 

5 )  0-qR/Napdto s h o u l d  not use counterpart funds f o r  the 
c r e a c i o n  o r  sugporc of any c r e d i t  program, 

c )  T h e  use of counterpart f u n d s  f o r  G P 3 M  budgetary 
sup2ort s h o u l d  be in t h e  form of a grant attribution to specific 
elenents of t h e  budget. Sech attributions s h o u l d  be implemented 
by means of a counterpart grant agreement. 

d )  The  use of counterpzrt funds to finance current 
budgetary exgenui~cres s h o u l d  be considered i n  two parts: 

i. For current expenditures already i n c l u d e d  in t h e  
~ u d g e t  t h e  provision of counterpart f u n d s  would reduce the GPRM's 
recourse to domestic credit financing. It would n o t  a f f e c t  the 
current d e f i c i t  e x c l u d i n g  g r a n t s  and tbus, t h i s  f o r x  of 
coznterpart use would be consistent w i t h  IMP program t a r g e t s .  

i i .  For current  expenditures not already in t h e  
~ u d g e t ,  t h e  provision of counterpart funds would ensure t h a t  no 



additional recourse r o  domestic credit financing would be 
required. Such an increase in expenditures, however, would 
increase t 3 e  current budget deficit excluding g r a n t s  u n l e s s  an 
eqaivalent reduction in current  expenditures is made in a 
separate line item. T h s ,  this f o r m  of counterpart use would 
generally not be consistent with the total IMF pragran targets. 

e )  Support for investment budgetzry expenditures should 
utilize the f o l l o v i n g  procedures: 

i, The GPRM s h o u l d  provi6e infornation concezn ing  
t h e  p r o j e c t  f o r  OAR, /Hapu to .  T h i s  information should i n c l u d e  a 
description of the pro jec t ,  evidence t h a t  the project is 
c u r z e n t l y  included in t h e  budget ,  the t o t a l  c o s t  of the p r o j e c t  
and t he  currently conmit~ed funds, by source, f o r  t h e  project. 

ii. 0AR/M&put~ s h o u l d  r e v i e v  t h i s  infornat iorz  f o r  
project consistency vith OAR/NaputoVs program goals. Currently 
identified funding soucces should be examined to enstire t h a t  U.S. 
counterpart funds are not being commingled with Z a s t e r n  bloc 
assistance. Finally, if t h e  U.S. doLlar equivalent of the 
requested councerpaEt funds f o r  t h e  activity exceeds some 
pre-decerralned l e v e l ,  further i n fo r ina t ion  eenonstrating t h e  
financial and econonic  v i a b i l i t y  of :he p r o j e c t  should be 
requested and rzviewed. 

f .  if comter?ax t  funds are  utilized t o  finance z s e r v i c e  f o r  
che privaze sec to r ,  f u n d s  sboa ld  be : ranted to a private entity 
r o  use a s  seed fun& f o r  t h e  i n i t i z l  e s t z b l i s h ~ . e n t  o f  the 
service. T h e  grantee s h o u l d  De required to establish a fee 
szruccure s u f f i c i e n t  to cover aperatio3ai c o s t s  a n d  to ensure the 
fcrther opezation of t h e  service. 



Annex k 

Evaluation 3ethocoloov 

The zethodology u t i l i z e d  by t h e  tern is based an criteria 
e s t a b l i s h e d  in the scope of work, general guidance  for the 
PS3 I31 C3P evaluation, as contzined in t h e  Private Sector 
Xehabilitation PAAD (656-02018), and on t h e  evaluation 
process outlined in Evaluation G~idelines f o r  NonProject 
Assistance: Commodity IEport Programs ( C i P s )  and CIP-Like 
A c t i v r  c;es. 

Data for t h e  analyses were derived from a review of 
coxzoZity inputs and end-use  monitoring documents prepared 
by 8 X B / M ~ p t ~ k u  CI? Ennitor and CIP End-Use Monitor,  and 
s t o r e d  in a computer d s t a  base. This systematic collection 
of icput and end-cse manitorin$ data was i n i t i a t e d  as a 
resul t  'of t h e  C I P  I which noted the need f o r  a m3re formal 
K i e t h ~ ~  of measuring t h e  economic effects  of the program, 

An orientation 2nd briefing on CIP 111 was provided by t h e  
O k 2 / K e p u t o  Conzodiky Manageneat Officer during t h e  f i r s t  
week of t h e  evaluation. T h e  e v a l u a t i o n  team a l so  reviewed 
and analyzed documents provided by OkR/Maputo Commodity 
Henaqernent Officer and c o n d u c t e l  interviews with 
beneficiaries of t h e  program in the Haputo area, i n c l u d i n g  
farzers in t h e  Green Zones, pr ivate  importers and 
c i i s t r i b ~ t o s s  ane GP2X or'ffz iais .  During the second week t h e  
teaa mace a f i e l d  v i s i r  to Chokwe in Gaza Province, The  
t ea=  was unable make its s c h e d u f e d  t r i p  to Xai-Xai due to 
adverse w e z t h e ~  an6 security conditions. 

* AAle I* econozist submitted his findings to the project 
cevelcpzent of f i ce r  and l e f t  at the end of the second week 
cf the evaluation. The remainder of the tearc r e m i n e d  t~ 
co~2lete research activities and prepare a draf t  report for 
O A ~ / X S ~ U E O .  

T h e  ceaz  held a meeting in the midele of t h e  t h i r d  week of 
the evaluation L,o present preliminary findings a n d ' t o  
discuss final recommendations before submission of its d r a f t  
report to OAR/Xaputo. Both the recently arrived AID 
Representative and  t h e  Charge at the Embassy were briefed on 
the findings znd reco~nendations, 



Annex B 

Evaluation Scheds le  and Team Composition 

The evaluation was schedule& and conducted A u g u s t  17 - 
September 4 ,  1987. The evaluation team was comprised of the 
folloxing: 

Alfredo C u e l l a r ,  Psoject Development Officer (Team Leader) 

Richard Harber, Economist, USAID/Lusaka 

David R ,  Martelfa, Agricultural Developnient Officer, 
USAID/MSabane 

Robert Eiruce Stader, Consodity Management Officer, REDSO/ESA 

I n  a d d i t i o n ,  Ana David,  CI?   on it or, QAR/Xaputo, and 
Fernando Paixao, CfP Field Eoni tor ,  OAR/Waputo, assisted in 
the evaluation by schec5ulinq i n t e r v i e w s ,  providing program 
dzta and analyses, an6 by prov id ing  valuable insights on t h e  
inpienentation of t h e  C I P  in nozarnbigue, 

OAF!/M2puto Comxodity ManageKen: Officer J u d i  Shane provided 
o v e r a l l  orientation and i n v a l u a b i e  guidance to t h e  
evaluation teax. 



The following t a b l e s  show t h e  sta tus  of lecal  currency deposits 
under CIP I, 11, and 311, as of August 33,  1987. 

3 i l Z i n i ; s  
Deposited {receipts) 
Accounts receivable 

Billings 
Deposited ( r e c e i p t s )  
Accoun t s  receivable 

~ i i l l n g s  
~ e p o s i t e 2  ( r e c e i p t s )  
A c c o u n t s  receivable 

STATUS OF ACCOUNTS . . -  -- 

AS OF AUGUST 31, 1987 
(In meticais) 

CIP - PY 1984 

Special Account 

Special Account 

Trust Fund 

5,084t003.78 
5,013,773.60 

70,230.18 

Trust Fund - 

C I P  - FY 1986 
Special Account Trust fund 

Eote: Tables  inclaeed i n  Annex C were prepare2 by visiting 
technical assistacce t@aE f r a z  GSAID/NbaQane. 



SURCEARGE DEPOSITS 

rn -+ ~ . & e  surchzrge w a s  discontinued a f t e r  the f i r s t  devaluation in 
Fezruazy 2, 1957. 

_Cumulative total  deposits for  
SIP 1, 32, 111, and Surcharqe 

Trus t  FufiZ 

Ci? X - F? 1984 250,686,776.95 5 , 0 1 3 , 7 7 3 , 6 0  
CIP 31 - FY 19e5 6 5 2 , 8 7 7 , 2 3 6 . 0 ~  22,85o,fu2,20 - - - C I ?  r t ~  - fY 1986 71,255,058,50 2,493 ,926 .50  
Szrcharse  271,960,062.50 

CI &rust F x c  deposits c o n t i n u e  to h e  ukilized fox QAX/MAFUTOXs 
in-country ~Bainistrarive c o s t s .  The Conmodity Management Office 
(CEO3 h&s been requested to j ~ s t i f y  a request to increase t h e  


