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ACTION ORANDUM FOR THE ACTING DIRECTOR, REDSO/ESA
 

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

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

Problem: Your approval is required to authorize a $2,000,000
 
addition to the subject program, which brings the total program
 
funding to $13,000,000. This amendment authorizes use of
 
$1,000,000 for a technical assistance component 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:
 

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

2. to assist Mozambique meet critical needs in training and
 
advisory services reauired for private sector development .4nd
 
increased fool production.
 

Two discrete but complementary components were to
planned achieve
 
the program purpose. First, there is the Commodity Import Program

(CIP) of $11.0 million, which was obligated on August 27, 1985.
 
This CIP is providing foreign exchange for the importation of
 
presently unavailable agricultural inputs for private sector
 
farmers and traders.
 

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 inputs 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,:at. 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
 
Economic Support Funds to the authorization, is presented in line
 
with this plan. However, after AID/Washington and U.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 Annex C). Based on this most
 
recent guidance, $1.0 million will be authorized for technical
 
assistance and the remaining $1.0 million for the procurement of
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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 :aputo 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 from the original
 
authorization. The Grant Agreement will be amended to the
permit 

procurement of any of the approved commodities, but it is expected
 
that the 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 Program objectives and identified private agricultural needs.
 

The $1.0 million TA component is designed to address the second
 
aspect of the project purpose, that is to meet critical needs in
 
training and advisory services reacir, d for private sector
 
development an-d increasea food produo :ion. Clearly, the lack of
 
trained human resources is one of the most serious constraints to
 
economic recovery in mozambique. S:illed training is reauired at 
almost all levels, but especially ;" the managerial and technical 
levels in the private sector. 

For the TA component, the amendment sets 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 :EE,
 
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 CN hold placed on the second 
million dollars of the TA component 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
 
freeworid) is attached as Annex C. There are no waivers required
 
for the addition to the CIP.
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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 
 ,ork, 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 Mozambique 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
PAAD Amendment signed:II. . .-/'/..ate: 2'- V/c V £75 

Attachment: PAAD
 

Clearances: REDSO/ESA:RLA:PScott (c'?vrft)
 
REDSO/ESA: PROJ:JDempsey_ _ 1-1
 
RFMC:CONT:GByllesby (6raft)
 
REDSO/ESA:AGR:RMcCollaugh (draft)
 
REDSO/E-SA:CMO:LDunn (draft'
 

I 
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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
 
distribution by selling currently unavailable inputs
 
to private sector farmers and traders; and
 

2. 	 to assist Mozambique 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 purpose. First, there is the Commodity
 
Import Program (CIP) of $11.0 million (ESF), which was
 
obligated on August 27, 1955. This CIP is providing foreign
 
exchange for the importation of presently unavailable
 
agricultural inputs for private sector farmers.
 

A $2.0 million, 7-year technical assistance and training
 
component was planned for the PSR II Program. However, because 
of the desi-r to move quickly to procure agricultural inputs 
under the CP, the review, approval and authorization process 
proceeded without the TA and training component. The CIP is 
being L.mplemented independently of the TA component. It was 
planned ti:: de.3ign of the TA and Training Component bo 
comnlet,-d after aorrnv-v1 of the CIP. T]'is amendm.ent, to add 
$2.0 mil.ion of Ecnomic Support Funds to the authorization, is 
p:esented in line with this original p?.an. However, after 
AID!Washingt-n and 'ne US Congressionai review of the DlannnJd 
TA componenz (descrizei in Maputo 2600 in Annex C), the 
allocation of the t2.0 million has been chan*ged (State 28591C, 
in Annex C). Base-d o,; this most recent guidance, this PAAD 
amendment will authorize use of $1.0 million for technical 
assistance ari the remaining $1.0 million for the procurement
 
of additional comnodities under the CIP . The major change
 
from the oriinally planned $2.0 million TA and training 
component is the e3liminazion of the participant training. 
However, there will still be significant in-country training
 
provided b technical ivisors. 

In summary, this ameni ent authorizes an increase of $1.0 
million in the CIP baszld on the original PSR II PAAD
 
justification to is accordance with the arrangements
*e in 
set out in the PAAD ar CIP Grant Agreement. Additionally, a 
$1.0 million .TA component is authorized and the amendment sets 
out the technical a:3si:tance selection criteria, an 
illustrative list of activities, and implementing and 
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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 to will
component this effect 
 be
 
included in the grant agreement. 

II. TECHNICAL ASSISTANCE COMPONENT 

The $1.0 million of technical assistance to be financed under
 
this amendment is designed to address the second aspect the
of
project purpose, that Is to meet critical needs in training and
advisory servi.-es requir-d for private sector development and 
increased food Clearly, lack trainedproduction. the of human 
resources is one of the most serious constraints to economic
 
recovery in Skilled is
Mozambique. training required at almost 
all levels of the economy, but especially at the managerial and
 
technical levels. For a country 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
 
collection, the GPRM has little capacity. Finally, and most
 
importantly, the private sector is 
weak not only because of the
 
policy environment, but also because of the technical
lack of 

and business skills.
 

Recognizing this situatioin, the GPRM has taken measures to
 
recruit forei-n nationals to work in the public se,-cr and
 
private enterprises (takn over by the GPRM) which are key to
 
the davelopmnt 
 process. The PR... has contracted directly with 
a large number of expatriate consultants, financinr- the costs
 
from its own revenues; but in these times of extreme shortage
of foreign exc;hange, it is b,.coming increasingly difficult for 
the GPRM to finance this technical assistance. To a large

extent, the GP.14 has relied, and must continue to depend upon, 
international donors to cover part or all of the foreignexchange costs of technical assistance. 

Basic education is procaeding at a reasonable pace, given the

extremely low level of literacy at the time of independence 
(approximately 10%). Higher level 
training is moving painfully

slow because of the small number of educated 4ozarbicans who 
can benefit from such education opportunities. It is within 
this context, and because of the desper-ate 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 
program 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
 
implemenLing 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 activi'ty plans. Given the GPR.!'s 
planning weaknesses and the difficulty that AID has had in
 
recruiting competent, Portuuese speaking technicians to 
develop TA activities, it is necessary again this year to 
establish a 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. 

III. COMMODITY IMPORT PROGRAM ADDITION
 

The original PAAD provided economic and other analyses that 
justified the provision of the $11.0 million grant to finance 
the importation of agricultural inputs and raw material to 
produce input.s. The need for agriculturil inputs wad shown to 
be enormous "-nd, in fact, the CIP is providing inputs to only a 
limited sect'cn of the country.. Thus, the provision of an 
additional ,i.0 million of agricultural inputs is justified and 
is supported by the analyzes presented in the ?AAD. 

The conditions, regional emphasis, and implementation

procedures an:d airrangements remain unchunged from the original 
authorization. The Grant Agreement will be amended to permit 
the procurement 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 program 
objectives and GPRM identified agricultural needs. 

IV. IMPLEM'ENTATIONI 

A. Technical 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
 
private 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 farmers directly
 
contributing to increased food production; and
 

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

These criteria are the same as thos3 in.cluded in the 1984 PSR 
Technical Assistance and Training Component. They are 
purposely general in nature to allow flexibility to AID and the 
GPRR in selecting activities. Since the needs are so broad and
 
the 	capacity of the GPRP so weak, the flexibility to respond to
 
a wide range of private sector development needs is desirable. 

2. Illustrative List of Activities-


Based on discussions with the GPRM 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. 	Promotion of Drivate investment in mining and oil 
exploration (200, 000) , 

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

d. 	Privatization of the building materials and construction
 
industries: a reorganizatio.i/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
 

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

A. 	 TA Coii,1onent Design and Management
 

(1) 	 Description
 

GPRM and private sector entities are unfamiliar with AID
 
activity developmexnt and implementing procedures. Thus they
 
require assistance (a) to identify areas/activities which are
 
appropriate for the rehabilitation and development of the 
private sector, (b) to prepare statements or 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 detail3d activity plans are not now available (but will
 
be required before disbursement for each activity), there is 
little doubt of the need for a design and manragement enrity, if 
AlTD is to create, support and rehabilitate the private sector 
in Mozambique. A design and management entity contract is 
essential to assist the GPi and AAO/!,aputo to plan the 
technical assistance. The contractor will develop the 
activities in conjunction with AAO/Maputo, Bank of Mozanbique,
te.hnica. ministries and private firms. Since the contractor 
will bc designing activities targeted mainly to the support 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 rc 1'ozambique, coordinating and preparing for the visits 
of the program ina 'e r (resident in the United States) and 
short term, technical specialists. The program manager will 
spend appro.:imutel; six person-months in Mozambiqie 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 Pro:,otion in Mining and Oil
 
Exploration
 

(1) 	Description
 

This 	is a continuation of AID's involvement with the Ministry
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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 oil exploration and mining ventures, and assist 
in the negotiation of venture agreements involving private 
foreign invest.%ent. 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 studies 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 
raining and oil exploration. promotion, in economic and market
 

analyses, in evaluation of technical and engineering
 
feasibility, and in project design and planning.
 

(3) 	 Estimated Costs: $200,000 as presented in 
Annex A. 

Z. 	 Business/,Tnvve3tment Climate A-sessment and Investment 
Promotion Action L-.?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 'Moza,,bique. For this activity, a consultant will 
be hired to review the investment code and to identify those
 
management and business practices governed by law, regulation, 
or practice, so as to help the GPRM to delineate its
 
investment priorities, to define public, private and mixed
 
investment options, and to clarify the details of the
 
investment process and procedures. The consultant will explore 
the status of investment 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,OCO as set out in Annex A
 

d. Privatization of the Building Materials and
 
Construction Industries 

(I) Description:
 

The building materials and construction industries were hurt 
seriouisly by the flight of Portuguese capital and technicians 
and man'3: rs following indeDendence. As a result, the
 
governmr.at hc6 o intervene in the management and asulme
 
control of these abandoned enterprises. The Ministry of
 
Construction h! determined that as many enterprises 
 as
 
possible should be returned to the private sector onc'e a rpan
has been set out to ensure their viability, efficienc: and 
cost-effcctivene-, . This privatization activit,- would analyze
this sector to (!) determine the nanagerial/technical strengths
and deficiencies, (2) ascertain the aDpropriate scale, 
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 programs
for the rehabilitation and 
creation of small scale enterprises, 
a step-by-step action plan for restructuring and reorganizing
the construction subsector -ill be prepared by the contractor 
in conjunction with the Ministry and private firms. This plan
may require divesting the government holding companies of some 
or all of their firms.
 

To support the creation of a broad-based entreprenueria. pool;
the consultant will also conduct workshops/seminars in
 
management, finance/accounting and technical fields, which are
 
both relevant to Mozambiaue and tailored to the educational and
 
achievement levels of the participants. The activity will

provide a training support structure for private individuals 
who own and operate (in many cases, for the first time)
small-scale building materials and construction businesses.
 

http:governmr.at
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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 15 months, to be assisted by shorter-term technicians 
(organization and management specialist 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 a
 
microcomputer, light vehicles, typewriters, duplicating
 
machines, and office supplies and materials. For the workshops
 
and seminars, there is a need for audiovisual equipment, 
didactic materials and educational supplies.
 

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

3. 	 Procedures 

The implementing arrangements depend upon the development of 
specific plans for TA activities, such as those listed in the 
previous sections. The process by which AID and the GPR1M. will 
come to an agreement on specific activities starts with the 
criteria presented previously. All of the activities included 
in the iliustrative list meet one or more of the criteria. 
Before an activity can be selected for funding, detailed 
!ctivity plans mtust be completed. Using this information, both 
AID and the GPRM can make a judgment on the value of the 
activity. An overail 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 F.*&R
 
funded activity and/or program funds as described in the TA 
component design and management activity (contract). The key
 
issue is how to get this work started quickly, so that the 
direct development assistance activities of the program can
 
start. A direct AID contract is planned for the managemert 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
 
availability of management and technical support from 
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 AAG through most of FY 1986) will have primary

responsibility for coordinating the activities of the TA
 
component in collaboration with the appropriate GPRM
 
officials. Within the CPRM, the Bank of M[oz r!bique will serve
 
as the coordinating unit for the Program. 'dhen an activity has
 
been approved and proposed contracting arrangements set, AID

will work' with the agen.c.ies responsible for 4mnlerenting ea-h
 
activity and the selected contractor. These agencies may
 
inolude private firms, government-intervened industrits,
 
ministries, or other public sector institutions. Contractors
 
will be hired either by AID directly or by the host country

institution. These contracting responsibilities will be
 
spelled out in detail in the activity write-ups.
 

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

Throughout the life of the program, REDSO/ESA and other
 
regional staff will provide support services to the program.

In AID/Wnshington, APR/PD/SAP will provide program backstopping
 
and implementation support.
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D. Implementation Schedule
 

Date Action/Activity Responsibility 
Office 

1985 
September 20 -Authorization signed REDSO 

September 23 -Grant amendment AAO/GPRM 
signed 

End October -Decision on CIP AID/GPRM 

procurements 

November -FR(s) sent GPRM 

-Management entity AAO/RCO 
contracting process 
begins 

December -RFQs sent GPRM 

1986.-1988 / 

January -Evaluation of RFQs GPRM/AID 

January -LCs issued and GPRM/AID 
procurement begins 

January to -A.tivity Planning Contractor/ 
December 1986 and Selection GPRM/AID 

March-June 1986 -Commodities delivered Suppliers 

March 1986 to -Activities Contractors/ 
September 1988 implemented GPRM 

December 1986 -CIP impact evaluation AID 

February 1987 -G'IP terminal disbursement 

September 1987 -TA sva!uation Management Entity/ 
AID/GPRM 

September 1988 -PACD for TA grant 



E. 	 Evaluations
 

The plan for evaluation of the CIP is described in the original
 
PAAD and the same arrangements will be used for th3 amendment.
 

Included in the management and design contract 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, inputs, outputs and
 
schedules),
 

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

d) 	 complementarity of TA activities with the CIP.
 

An agriculturflist, a private sector development advisor and a 
training s.ecialist will work with an AID officer, experienced 
in evaluations, to complete the assessment. The estimated cost 
of thF_- evaluation ia 3,OOO and this amount will be insluded 
in the desigrn and manaegement contract. 

V. FINANCIAL ARR ANCEM..ENTS 

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.O 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 to be 
carried out by the management and design entity. It is 
possible that all 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 consultants 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 secretarial services. Other in-kind costs to be 
provided either by the GPRM or private firms include 
counterpart salaries and support as well as participants salary 
and limited support costs. The AAO/Maputo and the GPRM are 
exploring the possibility of using local currency counterpart 
funds to assure financinj for these activities. Each
 
subactivity will include details of the GPRM's, participants'
 
and private sector contributions.
 

TABLE 1
 

Financing Estimates
 
Illustrative Activities 

PSR II - Technical Assistance Component' 

Activity 	 Amount 

1. Management Entity 	 280,000
 

2. Private Investnent Promotion in Mining 

and il Exloration 	 200,000 

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

4. 	 Privatization of the Building Materials
 
and Construction Industries up to 600,000
 

TOTAL 	 up to 1,230,000 

The total for the illustrative list is greater than the 
I,00O,00 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 addition to the
 
CIP are being authorized through this amendment to the original
 
PAAD. A separate limited scope grant agreement will be signed
 
for the TA component while the 1985 CIP grant will be amended
 
to add $1.O million. The IEE, statutory ohecklist:, and GPR4
 
financing request contained in the original .AD.­r :roval
 
package apply to this amendment. The original CN covers this
 
amendment and the C1 hold placed on the second million dollars
 
of the TA component does not apply (references .:. Annex C).
 

An approved waiver to permit the proouremnent of services from 
individuals and firms with nationality code 975 3:cial free 
world) is attached as Annex C. No additional waivers are 
reauired 	for the $1.O million increment to the CTV 

Included 	in the TA grant will be a condition .r:icedent to
 
disbursement of funds for each activity Lhat reires the GPRM 
to furnish, subject to AID approval, ,n i;leun ition 

plan /schedule, oj anned inputs and o tputs, co z- ,.i:nates in 
dollars and local currtncy, a scope of conr,, tingccn" 
arrangements and an implementing ag ncy. 

Although 	 the time available to sign the grant aromnt is 
the AA ,,oited,oahiue believe. t-,t there . no serious./ ...

izsues with the GP'" and that the proag can be 3i -ned before 
the end of the fiscal year. 

TA 91 I) 



ANNEX A
 

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

1. Subproject Management and Development Entity
 

Project Assistant (1 year) $14,000
 
Project Manager ($200 x 200 dajs) 40,000
 
'c.,ortTerm lechnical Consultants 
(10 persons x 25 days x $200) 50,000


Go.neral. Administrative Costs and 
overhoad (60% oF salaries) 61,000

TnternaLional. Trauvel 14 x 2,500 35,000 
Account.ing Services (Three audits) 21,000
 
Evaluatir nr 
 30,000
 
L-or'd processing equipment and supplies 10,000 
IncidenLal travel costs 2,000 
DocurnentaLion/translation costs 5,000
 
Mail/L.ex/t.el.ep-hone (12 x 500) 6,000 
Conting onc ies 
 _0Q0
0 
TOTAL $ 280,000 

2. Private Sector Promotion 

For the Vining Component: 

- Prom- c.on Exec. (40 x 240) $ 10,400 
-- Senio' si..: ' 220) 17,600Fcornom (80 

- Econonuc ,al,'lyst (60 x 220) 17,600
 

r' l x0 3,000
- Se tar S roort ( x 60) 
- General rfdministrati.t? and overhead 

cocts (60% for' sal,"i,-s) 25,000 
InternaLional Travel 'Mozambican 
counterparts (1,000 x 9) 9,000
 

- Comsunication/Alr Freight 6,000 
- Report reproduction/translation 5,000 
- Computer costs 4,000
 
- Subcontrtictors (Leg/'7ng) 25,000
 
- Contingencies 9,700 

Sub-Total $ 150,000
 

For the oil exploration component
 

- Promotion Exec (20 x 260) $ 5,200 
- Senior Econornisi (30 x 220) 6,600 
- Economic Analy,.,.. (2S x 200) 5,000 
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- Secretarial Support (20 x 60) 1,200 
- General Administratiue and overhead 

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

consultants (2,500 x 3) 7,500 
International travel (Mozambican 

counterparts) (1,000 x 3) 3,000 
- Communications/Air Freight 2,000 
- Report reproduction/translation 2,000 
- Computer costs 1,000 
- Subcontractors (Leg/Eng 4,000 
- Contingencies 1 700 

Sub-Total 	 $ 50,000
 

TOTAL 	 $ 200,000
 

3. 	 Business/Invstment Climate Assessment and Investrint
 

Promotion Action Plan
 

Project Manaqer - Promotion Executive (60x260) $ 1.5,600 
Senior Economist (49x294) 9,000 
Pr"jv,.tc, InvestmenL Specialists (50x250) 12,500 
La; -:ci.ist (20x250) 5,000 
Int a',,,1il FIrci cia. Specialist (30x200) 6,000 
StaFf p,',ssis t:aIt (70x150) 10,500 
Secre-Lar' iai Support (70×60).4 200 
Genr,!. ,dmlnis trratiuve and ouerhead costs 

(00% of salaries) 37,690 
Irnter':m,";om1 travel con.-ultants (2, 500x9) 22, 500 
1nterr&,t-.o,1.i! Traijel/ Per Dierm: iozambican O(fi,.ials 

(2,500 x 3) 6,000 
Commurri­cLtions-, 000 
Report Reproduction/translation 5,000 
Spec ael. i st subcontrac Lors 5,000 
Contingencies 7,020 

Total 	 $150,000
 



ANNEX A
 
Page 3
 

4. Privdtization of the 
Building Materials and Construction
 
Indus tries 

Economist Project Director ($4500x15mo) $67,500

Civil Engineer ($4000xl5mo) 
 60,000

Organ/Management Specialist ($4000x9rno) 36,000
Training Oesign Specia.ist ($4000x6mo) 24,000
Technical E'Xperts (100 days x $200) 20,000

Allouiances for longer term personnel

(40 percent of salaries) 
 75,000

Micro computer ujiTh soFtware 25,000
Office equipmenTL/supplies .. 35,000
Audio visual didactic equipment 10,000

Instructional ITU.terial, stupplies 5,000
Transport oF personal eFfects 20,000
Transport of office equipment/supplies 20,000
Two light uehicles, mainl-enance, gas 22,000
International transportation (8x2,500) 20,000
General Adiinistratiue and overhead costs 

(60 percent of base salaries) 118,500

Housing maintenance (4x4,000) 16,000
CommTLI i cat: ion s 6,000
Contingencies 
 20,000
 

Total 
 $600,000
 

7276D
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