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ACTION MEMORANDUM FOR THE ACTING DIRECTOR, REDSO/ESA
it
S

SUBJECT: Authorization of the Mozambigue Private Sector
Rehabilitation II Program Amendment (656-0202)

FROM: Ja Y - Project Development Officer, REDSO/ESA

Problem: Your approval is required to authorize a $2,000,000
addition to the subject orogram, which brings the total program
funding to $13,000,000, This amendment authorizes use of
$1,000,000 for a technical assistance componant and the remaining
$1,000,000 for the procurement of additional commodities under the
cIp,

Project Description: The purpose of the Mozambique Private Sector
Rehabilitation Program (PSR) II, authorized on August 8th, 1985,
is twofold:

l. to increase food production and improve its distribution by
selling currently unavailable inputs to private sector farmers
and traders; and

2. to assist Mozambigque meet critical needs in training and
advisory services reaquired for private sector development and
increased food production,

"Two discrete but complementary components were planned to achieve
the program purpose., First, there is the Commodity Import Program
(CI?) of $11.0 miliion, which was obligated on Augqust 27, 1585,
This CIP is providing foreign exchange for the importation of
presently unavailable agricultural inputs for private sector
farmers and tradecrs.

A $2.0 million, 3-year technical assistance and training component
was planned for the PSR II Program. However, because of the
desire to move quickly to procure agricultural iaputs under the
CIP, the review, approval and authorization process proceeded
without the TA and Training Component. The CIP is being
implemented independently of the TA compon-cat, It was planned
that design of the TA and Training Component be completed after
approval of the CIP. This amendment, to add $2.0 million of
Cconomic Support Funds to the authorization, is presented in line
with this plan. However, after AID/Wasbhington and C.S.
Congressional review of the planned component {described in Maputo
2600 - PAAD, Annex C), the allocation of the $2.0 million has been
changed (see State 285910 in PAAD aAnnex C). Based on this mcst
recent guidance, $1.0 million will be authorized for technicail
assistance and the remaining $1.0 million for the procurement of



additional commodities under the CIP, The major change from the
originally planned $2.0 million TA and training program will be
the elimination of the participant training. However, there will
still be significant in-country training provided by technical
advisors.

The addition to the Commodity Import Program will be used to
finance inputs for sale to. family and commercial farmers who have
traditionally grown surpluses for the Maputo and other local
market areas in the South of the country. The analyses in the
original PAAD justify the provision of additional money.
Furthermore, the CIP conditions and the implementation procedures
and arrangements remain unchanged freom the original
authorization. The Grant Agreement will be amended to permit the
procurement of any of the approved commodities, but it is expected
that the additional funds will be used to finance sceds and
possibly fertilizer. The final decision will take place prior to
the submission of the Financing Reguests and wil? be based on PSR
II Program objectives and identified private agricultural needs.

The 31.0 million TA component is designed to address the second

aspect of the project purpose, that i5 to mee: critical needs in

training and advisory services reauirsd for private sector

development and increased food produ~-ion. Clearly, the lack of
i

U

trained human resources is one of the most sSerious constraints to
economic recovery in Mozambique. §%illed training is required at
almost all levels, but espacially c: the managerial and technical
levels in “he private sector.

for the TA component, the amendment sa2ts out the TA activity
selection criteria, an illustrative list of activities, and
implementing and contracting arrangements, AID funding of all TA
activities will be subject to the review and approval of detailed
plans,

Authorization and Legal Requirements: A separate limited scope
grant agreement will be signed for the TA componegt, while the
1985 CIP grant will be amended to add $1.0 million. The IEE,
statutory checklists and GPRM request for assistance contained in
the original PAAD approval package apply to this amendment. The
CN covers this amendment and the CY hold placed on the second
million dollars of the TA componen: does not apply (references in
Annex C of the PAAD).

An approved waiver to permit the procurement of services from
individuals and firms with nationality code 935 (special
freeworld) is attached as Annex C. There are no waivers reguired
for the addition to the CIP,



Included in the TA grant will be a condition precedent to
disbursement of funds for each activity that requires the GPRM to
furnish, subject to AID approval, an implementation plan/schedule
planned inputs and outputs, cost estimates in dollars and local
currency, a detailed scope of work, contracting arrangements and
an implementing agency.

Project Management: REDSO/ESA has ultimate responsibility for
project implementation; however, the Acting AAO/Maputo and the
Commodity Management Officer in Mozambidque will have day-to~day
monitoring and implementation responsibility. The AID/W office
acting as backstop to the program is the division of AFR/PD/SAP.

Recommendation: That you sign the subject PAAD amendment
facesheet, thus approving the authorization of the $2.0 million
addition to the Mozambique Private Sector Rehabilitation Program
11,

PAAD Amendment signed: O/’"’/ﬂ// ///’/”/l«-—aate~ Z‘/(’(/’d g)

Attachment: PAAD

Clearances: REDSO/ESA:RLA:PScott (ATaft)
REDSO/ESA:PROJ:JDempsey g -
RFMC:CONT:GByllesby (Graft)
REDSO/ESA:AGR:RMcCollaugh (draf%)
REDSO/E3A:CMO:LDunn (draft}

’
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the manufacture of agricultural inputs.
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Thig PAAD amendment authorizes the addition to the proJram of (1) 1,000,000 million of
rechnical assistance and training and (2) 1,050,000 for the procurement of

comradities. The revised LOP funding is $13,000,000 of which $12,060,000 will be .for
the CIP., The purpose of the Mozambique Private gactor 11 Frogram remains unchanged.

The nrocedures and conditions for use of the funds added to the CIP are the same as
thos> applied to tne original programe. The authorized source and origin is Code Go0 (US
only). The new TA component “will assist Mozambigque mect critical needs in training and
advisory services required for private sector development and increased food

production. The celection of TA activities to be financed will be based on the criteria
set out in Section IV of the PAAD Amendment. Included in the TA grant will be a
condition precedent to disbursement of funds for each activity that requires the GPRM
to furnish, subject to AID approval, an implementation plan/schedule, planned inouts and
outputs, cost estimates in dollars and local currency, a Scope of work, contracting
arrangements and an implementing agency. A waiver which permits the procurement of
gervices up to $1,000,000 from Code 935 nationalities has been approved by the RA/ATR

(Annex B).
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I. BACKGROUND

The purpose of the Mozambique Private Sector Rehabilitation
Program (PSR) II, authorized on August 8th, 1985, is twofold:

1. to increase food production and improve its
distributicn by selling currently unavailable inputs
to private sector farmers and traders; and

2, to assist Mozamtique meet critical needs in training
and advisory services required for private sector
development and increased food production,

Two discrete but complementary components were planned to
achieve the program purprose, First, there is the Comnmodity
Import Progrem (CIP) cf $11.0 million (ESF), which was
obligated on August 27, 1985, This CIP ig providing foreign
exchange for the importation of presaently unavailable
agricultural inputs for private sector farmerg.

A $2.0 millieon, Z-year technical assistance and training
component was planned for the PSR II Program. However, because
of the desire to move quickly to procure agricultural inputs
under the CIP, the raview, approval and authkorization process
proceeded without the T4 and training componeat, The CIP isg
being iaplemented independently of the TA component, It was

% 3 2ipg Component be

plannsed tha<s design of the TA and Trairni

conpleted z2lfter aprroval of the CIP, Tris amendment, to add
32.0 miltiecn of Ecunomic Support Funds to the authorization, is
presented in line wish this original plan. However, afliasr
AID/%ashingitsn and she U3 Congressional review of the plannad
TA componencz {daacrizedi in Maputo 26C0 in Annex C,, the
allocation of the £2.0 million has been changed (State 285910

in Annex ¢). Based on this most recent zguidance, this PAAD
amendnent will authorizie use of $1.0 million for technical
assistance ard the remaining $1.0 nillion for the procurenent
of additional comnoditi=zs under the CIP . The major change
from the originally planned $2.0 million TA and training
component 10 the 2limiration of the participant training.
However, "ere will still be significant in-country training
provided b‘ tweainical aivisors.

nt authorizes an increase of $1.0

on the original PSR II PAAD

in accordance with the arrangemants
CIP Grant Agreement. Additionally, a
t is authorized and the amendment sets
iztance selection criteria, an
act¢ vities, and implementing and

In summary, 4hi
million in the
jJustification
set out in the
$1.0 million .TA D
out the technical ass
illustrative list or
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contracting arrangements. AID funding of all TA activities
will be subject to the review and approval of an implementation
plan/schedule, planned inputs and outputs, detailed budgets,
statements of work, contracting arrangements and implementing
agency. A condition precedent to disbursement of funds for
each activity under the TA component to this effect will be
included in the grant agreement.

ITI. TECHNICAL ASSISTANCE COMPONENT

The $1.0 million of technical assistance to te financed ungder
this amendment is designed tc address the second aspect of the
project purpose, that is to meet critical needs in training and
advisory services required for private sector development and
increased food production, Clearly, the lack of trained human
resources is one of the most serious constraints to economic
recovery in Mozambique. Skilled training is required at almost
all levels of the economy, but especially at the mansgerial and
technical levels., For a ccuntry in which 80% of the population
works in agriculture, there is an appalling lack of
agricultural scientists, technicians and extension/educators,
Similarly, in the crucial areas of policy analysis and data
colleztion, the GPRM has little eapacity., Finally, and most
importartly, the private sector is weak not cnly because of tne
policy environment, but also because of the lack of technical
and business skills,

Recognizing this situation, the GPRM has taken measures to
recruit Torzign nationals to work in the public sec=cr and
privats enterprises (taken over by the GPRH) which are key to
the develcpmant process. The UPRY has contracted directly with
a large number of expatriate cousultants, firancing the costs
from its own revenues; but in these times of extreme shortage
of foreign exchange, it is bucoming increasingly difficult for
the GPRM to tinance this technical assistance. To a large
extent, the GPRM has relied, and must continue to depend upon,
international donors to cover part or all of the foreign
exchenge costs of technical sssistance.

Basic education is procseding at a reasonable pace, given the
extremely low level of literacy at the time of independence
(approximately 10%9). Higher level training is meving painfully
Slow because of the small number of educated Mozarmticans who
can benefit from such education opportunities, It is within
this context, and because of the desperaie need, that AID plans
to launch this advisory and training assistance,.

The 1984 PSR Program included a $2.0 million TA element that,
to date, has been used to finance expansion of existing efforts
in debt management and private sector negotiation on ammonia
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production. Approximately $900,000 of 1984 TA funds remain to
be programmed for new activities that are in line with the
progran objectives and the GPRM priorities, The process of
developing new TA activities has been slow. Thus, this new
program has an objective to move quickly in planning and
implementiing the activities. On the other hand, the very human
resource weakness that this element will address is a major
constraint demonstrated in the GPRM's inability to provide
priorities and adequate activity plans, Given the GPRM'g
planning weaknesses and the difficulty that AID has had in
recruicing comp=tent, Portuzuese gspeaking technicians to
develop TA activities, it is necessary again this year to
establish & process for the development and selection of
activities in the $1.0 million TA component, The activity
selection criteria and procedures are presented in Section IV
of this amendment.

I1I. CCMMODITY IMPORT PROGRAM ADDITION

The original PAAD provided economic and other analyses that
justified the provision of the $11.0 million grant to finance
tce impor%tation of agricultural inputs and raw material to
produce inpuis. The need for ag rlcal‘ r21 inputs was shown te
be enormcus und, in fact, the LP is providing inputs to only 'a
limited secticn of tlhe country.  Thus, the provision of an
additional $1.0 million of agricultural inputs is justified and
is supported by the analycses presented in the PAAD.

The conditions, regional emphasis, and implementation
procedures ard arrarnganments remain unchanged from ths original
autherization. The Grant Agreement will be amended to permit
the procurezent of any of the commodities originally approved
in the PAAD, but it is expected that additional funds will be
used to finance seeds and possibly fertilizer. The final
decision will take place prior to the submission of the
Financing Requests and will be based on PSR II progranm
objectives and GPRM identified agricultural needs.

IV, IMPLEMENTATION

A, ‘echnical Assistance Component
1. Selection Criteria for TA Activities

In determining whether a specific activity falls within the
scope of the grant, the following criteria apply and the
activity must clearly fall within one or more of the areas
listed below:
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a., rehabilitation and/or more effective operations of
enterprises producing for export or import substitution and
thereby directly contributing to foreign exchange earnings
or savings;

b. assistance in all aspects of the divestiture process;

c. strengthened institutional capacity and policy formulation
necessary to support and promote the development of the
.pbrivate sector including private farmers;

d. collection and analysis of economic data needed for
decisions on economic policy and structural reform
contributing to promotion of the private sector;

e, assistance to private enterprises and farnmers directly
contributing to increased food production; and

f. rehahilitation of public utilities and services essential
to private sector operations.

These criteria are the same as thos2 included in the 1984 PSR I
Technical Asgsistance ard Training Component. They are
purposely general in nature to allow flexibility o AID and the
GPRIl in selecting activities. Since the needs are so broad and
the capacity of *he GFRY so weak, the flexivility to respond to
a wide range of private sector development needs is desirable,

2. Iliustrative List of Activities

Based on discussions with the GPRY and some initial aralyses
completed by consultants hired to review training and technical
assistance needs, the following activities were identified for
possible funding.

a. TA component design and management ($280,000),

b. Promoticn of private investment in mining and oil
exploration (%200,000),

c. Business/investment climate assessment and davelopment of
an investment promotion action plan ($150,000), and

d. Privatization of the building materials and construction
industries: a reorgeanizatic./divestiture action plan and a
small entrepreneur workshop program ($600,000).

To give the reviewer an idea of the activities, a general

description (including beneficiaries), justification, planned
inputs, estimated costs and private sector linkages are

(\
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provided for each. Detailed support budgets, identifying
likely inputs, is contained in Annex A,

A, TA Con,onent Design and Management

(1) Description

GPRM and private rcector entities are unfamiliar with AID
activity development and implementing procedures. Thus they
require assistance (a) to identify areas/activities which are
appropriate for the rehabilitation and development of the
private scctor, (b) to prepare statements cr work, cost
estimates, and implementation plans for such activities, (c) to
develop requests for technical proposal packages and administer
the contracting process, (d) to evaluate periodically
contractor performance and technical supervision thereof, and
(e) to audit the records of contractors to determine financial
compliance.

Since detailed activity plans are not now available (bui will
be required before disbursement for each activity), there is
little doubt of the need for a design and maenagement ertity, if
AIT is to create, support and rehabilitate the private sector
in Mozambique. A design and management 2ntity contract is
essantial to assist the GPRM and AAO/Mapute to plan the
technical aszgistance., The contractor will develop the
activities in conjunztion with AAQ/Maputo, Bank of Mozanbique,
vechnical nministries and private firms, Since the contractor
will tc designing activities targeted mainly .to the suppori of
the private sector, it will directly assist that sector,

(2) Resource Inputs

A full-time, locally-hired program assistant will work with the
Bank r liczambique, coordinating and preparing for the visits
of the program menarer (resident in the United States) and
short term, fechnicul specialists, The program manager will
spend appro.izuatel; six person-months in ¥Mozambiquz preparing
the detailed activity plans and arranging for the necessary
activity reviews., Auditing services will be hired to conduct
financial reviews of the TA contractors.

(3) Estimated Cost: $280,000 as presented in Annex A,

b. Private Investment Promotion in Mining and 0il
Exploration

(1) Description

This is a continuation of AID's involvement with the Ministry

\0
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of Mineral Resources to attract foreign private investment in
mining projects and oil exploration. Under the activity a
contractor will be hired to identify opportunities for foreign
investment, seek out private international investors and firms
interested in o0il exploration and mining ventures, and assist
in the negotiation of venture agreements involving private
foreign invesiuent. The activity advisor will help to develop
plans and strategies for attracting such investments, to
identify and contact specific companies to promote their
interest in projects, and to draft investment agreements’
(including joint ventures with the Ministry). Further the
contractor will help to coordinate all technical, legal and
engineering inputs bearing on the venture, in addition to
preparing atudies and reports on its economic viability,
marketing potential, and stages development. Finally, the firm
will assist the Ministry in negotiating the foreign investment

agreement,
(2) Resource Inputs

The activity will provide short-term technical consultants in
nining and oil exploration promotion, in economic and market
analyses, in evaluation of technical and engiuesering
feasibility, and in project design and planning.

(3) Estimated Cosis: $200,000 as prescnted in
Annex A,

Business,/Investment {Climate A:zsessment aud Invesiment
vl

Promotion Action an

(1) Description:

In order to attract foreign investment into a wide range of
sectors, the Ministry of Finance needs to finalize and clarify
the investment code and related law and then make available in
an easily used and understood manner the ways/means of actually
investing in Mozambique. For this activity, a consultant will
be hired to review the investment code and to identify those
managenent and buciness practices governed by law, regulation,
or practice, so as to help the GPRM to delineate its
investment priorities, to define public, private and mixed
investwment options, and to clarify the details of the
investment process and procedures. The consultant will exgplore
the status of invesftment promotion, identify the impediments to
foreign investment, evaluate options for overcoming these
problems, and make specific recommendations in the investment
and related laws and the establishment of a promotional
organizational structure. Finally, the contractor would detail
an action plan to facilitate foreign private investment.
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The general economy would benefit from the promotion of foreign
private investment. Such capital investment would increase
local employment, enhance value added in country and promote
foreign exchange earnings.

(2) Resource Inputs:

The activity would involve the provision of technical
specialists in macro economics, private sector development,
business law, financial markets, and management of promotional
activities,

(3) Estimated Cost: $150,0C0 as set out in Aznex A

d. Privatization of the Building Materials and
Canstruction Industries -

(1) Description:

The building materials and construction industries were hurt
sericusly by the flight of Portugueae capital and technicians
and mz2nazg:rs following independence. As 2 result, the
governmzrt had o intervene in the managenment and assume
control of theose abandorned znterprises., The Minietry of
Construction has determined that as marny enverprisss as
possible should be returned to the private sector once a cian
hes been set out to ensure their viability, ef{icienc: and
cosi-effeecriveness, This privatization activity would analyze
this sector to (1) determine the managerial/technical strengths
and deficiencies, (2) ascertain the appropriate 3zale,
functions and geographic dispersion of industries, (3;
delineate the roles of the public and private sectors, and (4)
identify candidate firms for divestiture. To identify those
managerial and technical training needs required by private
sector firms and to develop training and other support progranms
for the rehatilitation and creation of small scale enterprises,
a stzp-by-step action plan for resvructurinrg and re2organizing
the construction subsectsr will be prepared by the contractor
in conjunction with the Ministry and private firms. This plan
may require divesting the goverunent holding companies of sonme
or all of their firms.

To support the creation of a broad-based entreprenuerial pool,
the consultant w#will alsc conduct workshops/seminars in
management, finance/accounting and technical fields, which are
both relevant to Mozambique and tailored to the educational and
achievement levels of the participants. The activity will
provide a training support s*%ructure for private individuals
who own and operate (in many cases, for the firat time)
small-scale building materials and construction businesses.
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The private entreprenuer will directly benefit by both the
divestiture plan and the workshops/seminars designed to support
the small-scale private businessman,

(2) Resource Inputs:

The activity calls for a full-time economist and civil engineer
for up to 1% months, to be assisted by shorter-term technicians
(organization and management specialis% for up to 9 months and
a training program design specialist for up to 6 months) and
related short-term consultant experts, as needed. Support
equipment for the analysis phase of the activity may include &
mnicrocomputer, light vehicles, typewriters, duplicating
machines, and office supplies and materials, For the workshops
and seminars, there is a need for audiovisual equipnment,
didactic materials and educational supplies.

(3) Estimated Costs: Up to $600,000 as set out in
Annex A,

3. Procedures

The implementing arrangements depend upcen the development of
specific plans for TA activities, such as those listed in the

previous sections. The process by which AID and the GPRI will
come *o &n agreement on specific activities starits with tae
criteria presented previously. All of the activities included

in the illustrative list meet one or more of the criteria.
Berore an activity can be selected for funding, detailed
s¢tivity plans must be completed., Using this information, toth
AID and the GPRI can make a judgment on the value of the
activity. An overall workplan for the TA component will not be
required but detailed budgets, scopes of work and implementing
arrangements must be completed before program funds will be
released for the proposed activity. See Section VI for the
details of %the CP to this effect. '

To do the necessary work required to design and evaluate the
activities, the AAO/Maputo has proposed using a separate FIX&R
funded activity and/or program funds as described in the T4
component design and management activity (contract). The key
issue is how tn get this work started quickly, so that the
direct developrment assistance activities of the program can
start., A direct AID contract is planned for the management and
design entity. It will be awarded competitively or, if
appropriate, to an 8A firm. Selection under this latter .
mechanism will substantially cut the lead time for getting a
contactor,
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The contracting arrangements for the approved TA activities
will be kept as easily implementable as can be designed,
because of the small staff in the AAO/Mozambique and limited
availabtility of management and technical support {rom regional
offices. An important objective is to keep the number of
contracts to a minimum. In fact, the design and management
contractor will be instructed to develop, if possible, a scope
of work that includes technical and advisory assistance for all
of the planned TA activities funded under this component.

B. Commodity Import Program

The implementation procedures and arrangements are the same for
the CIP amendment as set out in the original program.
Revisions in the implementation schedule are presented belOW.

C. Responsibilities

The Project Development Officer in Maputo {who is expected .to
be Acting AAC through most of FY 1986) will have primary
responsibility for coordinating the activities of the TA
compcnent in collaboration with the appropriate GPRIU
officials, -Within the GPRM, the Bank of Hozuiwbique will serve
as the coordinating unit for the Program, %When an activity bhas
heen approved and proposed contracting arraangenents set, AID:
will work with the agencies r2sponsible for implementing ea-~h
ectivity and -the selected contractor, These agancies may
inzlude privacie firms, government-iniervened industries,
ministries, or other public sector instituticns. Contractors
will be hired either by AID directly or by the host country
institution., These cortracting responsibilities will be
spelled out in detail in the activity write-ups,.

The responsibilities for the CIP implementation remain
uncranged from those set out in the original PAAD.

Throughou* the life of the prosgram, REDSO/ESA and other
regional staff will provide support services to the progranm,

In AID/Washington, AFR/PD/SAP will provide program backstopping
and implementation support,

\
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D. Implementation Schedule
Date Action/Activity
1985

September 20

September 23
End Gctober

November

Decenter

1986~198§
January

January

January tc
December 1986
March-June 1986

March 1986 to
September 1988

Deceaber 198€
February 1987

September 1587

September 19388

-Authorization signed

~Grant amendment
signed

~Decision on CIP
procurements

-FR(s) sent

~Mancgement entity

contracting process

hegins

~-RFQs sent

/
-Evaluation of RF@Qs

~-LCs issued and
procurement begins

~hztivity Planning
and Selection

~Conmmodities delivered

~Activities
implemented

~CIP impact evaluation

Responaibility

Office

REDSO

AAO/GPRM

AID/GPRM

GPRM

AAO/RCO

GPRY

GPRM/AID
GPRM/AID
Contractor/
GPRM/AID
Suppliers

Contractors/
GPRM

AID

~-3IP terminal dishursement

-TA avaluation

-PACT for TA grant

Management Entity/
AID/GPRHM

™.

N



E. Evaluations

The plan for evaluation of the CIP is described in the original
PAAD and the same arrangements will be used for th: amendment.

Included in the management and design ccntract will be funds to
complete an independent evaluation of the TA component in about
September 1987, This will coincide with the planned second
evaluation of PSR I and give adequate time for the activities
to achieve many of their objectives. The evaluation will
review:

a) the TA activity design and selection mechanism,

b) achievements of the activities as set out in their
detailed description (objectives, inputa, sutputs and
schedules),

c) the relative success of the activity as a means to
help identify which areas might receive additional
agsistance, and

d) complementarity of TA activities with the CIP.

, & private zector development advisor z2rnd =
training snecialist will work with an AID officer, experianced
in evaluations, to conmplate the assessment. The estimated cost
of the evuziuation i3 $Z0,00C and this amount will be inczcluded
in the design and management contract,

V. FINANCIAL ARRANCEMNENTS

A, Technical Assistance Component

Each of the items in the illustrative list of activities
includes an estimated cost, the details of which are presented
in Annex A, The total of all the activities listed in the
previous section is $1.23 million (Table 1) which is
substantially more than the planned $1,0 million

authorization. The present budgets are only estimates and firm
financial plans will be required for activity approval. What
is actually financed will depend on the detailed plans %ton he
carried out by the management and design entity. Tt is
possible that a8ll three of the illustrative activities could be
financed but at a lower level. On the other hand, only two may
be financed, but use all of the funds available. No activity
will be approved unless ‘it can be fully funded. Since the
criteria and procedures for this program are essentially the
same as those in PSR I, the possibility exists that joint
funding of an activity with last year's program could be
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approved. This may be desirable to close out the funding
balance in one or the other of the programs,.

In general, the GPRM will provide for the lodging and meals of
short-term congsultunts and housing for the longer term
consultants. It will supply office space, will pay telephone,
telex, and utility bills (within Mozambique), in-country travel
(including in-city transportation for short-term consultants)
and in-country aecretarial gservices. Other in-kind costs to bhe
provided either by the GFRM or private firms include
counterpart salaries and support as well as participants salary
and limited support costs. The AAO/Maputo and the GPRH are
exploring the possibility of using local currency counterpart
funds to assure financing for these activities, Each
subactiviiy will include details of the GPRM's, participants'
and private sector contributions,

TABLE 1

Financing Estimates
Illustrative Activities

PSR II - Technical Assistance Compoaent ’
Activity _ Amount
1. Managencnt Entity $ 280,C00

2, Private Investinent Promotion in Mining
and 011 Exnloration 200,000

3. Business/Investment Climaie Assessment
and Investment Promotion Action Plan 150,000

4, Privatization of the Building Haterials

and Construction Industries up to 600,000
TOTAL up to § 1,230,000
* The tota2l for the illustrative list is greater than the

$1,0000,000 available since the list of activities is
illustrative and the budgets are not firm.

B. Commodity Import Program
The financial arrangements as presented in the original PAAD

will be used for all commodities procured under the CIP
amendment.
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VI. AUTHORIZATION AND LEGAL REQUIREMENT

The PSR II TA component and the $1.0 million addi*ion to the
CIP are being authorized through this amendnment to the original
PAAD. A separate limited scope grant agreement will be signed
for th? TA component while the 1985 CIP grant %ill be anended
to add 31.0 million., The IEE, statutory shecklists snd GPRA
financing request contained in the original ?2AAD apnroval
package apply tc this amendment. The original ¢l covers this
amendment and the CN hold placed on the second mil.lion doliar
of the TA component dces not anply (references .. Annex C).

S

An approved waiver to permit the prozurement of scrvices fronm
individuals and firms with nationality code 93¢ {sp2cial free
world) is attached as Annex C. No additional wai

required for the $1.0 million increment to ths CIF,

fo)
e
<
@ .
vy
[¢]
s
]
D

Included in the TA grant will be a condition precedent to
disbursement of funds for each activity the® regualres the GPRHU
to furnish, subject to AID approval, 2an implenentation
plan/schedule, planned inputs and oux*pubts, cost +oiimates in
dollars and local .currency, & 8Scope 97 wor«, ccn'razting
arrangements and an implementing agzancy.

Although the time available 1o sign the grant agcrerzment is
limited, the AAO/M¥ozanbique believes thet there »r2 no serious
izsues with thas GPRY¥ and that the prozg can be signed before
the end c¢f the fiscal year,

TA21D



DETAILED SUPPORT BUDGETS FOR
ILLUSTRATIVE LIST OF ACTIVITIES,
PSR II TA AND TRAINING COMPONENT

1. Subproject Manaqement and Development Entity

Project Assistant (1 year)
Project Manager ($200 x 200 days)
Short Term Technical Consultants
(10 persons x 25 days x $200)
General Administrative Costs and
overhead (60% of salaries)
International Travel 14 x 2,500
Accounlting Services (Three audits)
Fuvaluaticn

Word processing cquipment and supplies

Incidental travel costs
Documentation/translation costs
Mail/ielex/telephone (12 x 500)
Contingoncies

TOTAL

2. Private Sector Prometion

For the Mining Component:

- Prom cion Exec. (40 x 240)
- Senict Fconomisl (80 » 220)
- Economic Analyst (50 x 220)

4

- Secrelariel Suprnort (50 x 60)

- General Administrative and overhead

rosts (60% {or salaries)

- International Travel fMozambican
counterparts {1,000 x 9)

- Communication/A1r freight

- Report reproduction/translation

- Computer costs

- Subcontractors (L2g/Znq)

- Contingencies

Sub-Total
For the o0il exploration component
- Promotion Exec (20 x 260)

- Senior Econcmisi (30 x 220)
- Economic Analys:t (25 x 200)

$14,000

40,000
50,000

61,000
35,000
21,000
30,000
10,000
2,000
5,000
6,000

..10,000
$ 280,000

$ 10,400
17,600
17,600

3,000

25,000

9,000
6,000
5,000
4,000
25,000

—9,700

$ 150,000

$ 5,200
6,600

5,000

ANNEX A
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- Secretarial $upport (20 x 60) 1,200
- General Adwinistrative and overhead

costs (60% of salaries) 10,800
- International travel:

consultants (2,500 x 3) 7,500
- Intarnational travel (Mozambican

counterparts) (1,000 x 3) 3,000
- Communications/nir freight 2,000
- Report reproduction/translation 2,000
- Computaer costs 1,000
- Subcontractors (Leg/Eng 4,000
- Contingencices 1,700

Sub-Total $ 50,000

TOTAL : $ 200,000
3. Business/Investment Climate Assessment and Investment

Promotion Action Plan
Project Manager - Promotion Executive (60x2G9) $ 15,600
Senior Economist (49x294) 9,000
Private Investment Specialists (50x250) 12,500
Laws cporcialist (20x250) 5,000
Interoeitional Firmancial Specialist (30x200) 5,000
Stalf Nssistant (7Cx150) 10,500
Secrcetarial Supvort {(70x60) A,200
General Administrative and overhead costs '

(60% of salaries) 37,690
Internationsl ftravel zconsultants (2,500x9) 22,500
Internationar Travel/ Per Diem: Mozambican Offi.ials

{2,500 x 3) 6,000
Commuriications & ,000
Report Reproduction/translation 5,000
Specialist subcontractors 5,000
Contingencies 7,020
Total $150,000

Sy
~
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4. Privatization of the Building Materials and Construction

Industries

Economist Project Director ($4500x15mo)

Civil Engincer ($4000x15in0)

Organ/Management Specialist ($4000x9mo)

Training Besign $pecialist ($4000x6mo)

Technical experts (100 days x $200)

Alloviances for longer term personnel
(40 percent of salaries)

Micro computer with software

Office equipment/supplies -

Audio visual didactic ocquipment

Instructinnal matoerial supplies

Transport of personal effects

Transport of office cquipment/supplies

Two light vehicles, mainkenance, gas

International transportation (8x2,500)

General Administrativa and overhead costs
(60 percent of base salaries)

Housing maintenance (#4x4,000)

Communications

Contingencies

Total

7276D

$67,500
60,000
36,000
24,000
20,000

75,000
25,000
35,000
10,000
5,000

20,000
20,000
22,000
20,000

118, 500
16,000
6,000
20,000
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