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MOZAMBIQUE

LOCATIONS OF CURREMNT PORTFOLIO

Mozambl 9%,

The desighations emploved and the presentation of the material in this map do not Jmple the explression of any opinion
whatsoavear on the pait of SFAD concerning the delimitation of the frontiers ar boundarias, or the authonties theraof.
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INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT

APPENDIX 1

COUNTRY DATA

MOZAMBIQUE

Land area (km’ thousand) 2001 1/ 784 GNI per capita (USD) 2001 1/ 210
Total population (million) 2001 1/ 18.07 GDP per capita growth (annual %) 2000 1/ 11.5
Population density (people per km?) 2001 1/ 23 Inflation, consumer prices (annual %) 2001 1/ 9.1
Local currency Metical (MZM) Exchange rate: USD 1= MZM 23 200
Social Indicators Economic Indicators
Population (average annual population growth rate) 22 GDP (USD million) 2001 1/ 3607
1995-2001 1/ Average annual rate of growth of GDP 1/
Crude birth rate (per thousand people) 2001 1/ 40 1981-1991 1.2
Crude death rate (per thousand people) 2000 1/ 21 1991-2001 7.3
Infant mortality rate (per thousand live births) 2001 1/ 125
Life expectancy at birth (years) 2001 1/1 42 Sectoral distribution of GDP 2001 1/

% agriculture 22
Number of rural poor (million) (approximate) 1/ n/a % industry 26
Poor as % of total rural population 1/ n/a % manufacturing 12
Total labour force (million) 2001 1/ 9.38 % services 52
Female labour force as % of total 2001 1/ 48

Consumption 2001 1/
Education General government final consumption expenditure (as 10
School enrolment, primary (% gross) 2001 1/ 92 a/ % of GDP)
Adult illiteracy rate (% age 15 and above) 2001 1/ 55 Household final consumption expenditure, etc. (as % of 70

GDP)
Nutrition Gross domestic savings (as % of GDP) 20
Daily calorie supply per capita, 1997 3/ 2183
Malnutrition prevalence, height for age (% of children n/a Balance of Payments (USD million)
under 5) 2001 1/ Merchandise exports 2001 1/ 703
Malnutrition prevalence, weight for age (% of children n/a Merchandise imports 2001 1/ 1063
under 5) 2001 1/ Balance of merchandise trade -360
Health Current account balances (USD million)
Health expenditure, total (as % of GDP) 2001 1/ 4al before official transfers 2001 1/ -2261
Physicians (per thousand people) 1999 1/ n/a after official transfers 2001 1/ -1 604
Population using improved water sources (%) 2000 3/ 57 Foreign direct investment, net 2001 1/ 139 a/
Population with access to essential drugs (%)1999 3/ 50-79
Population using adequate sanitation facilities (%) 2000 43 Government Finance
3/ Overall budget deficit (including grants) (as % of GDP) n/a

2001 1/
Agriculture and Food Total expenditure (% of GDP) 2001 1/ n/a
Food imports (% of merchandise imports) 2001 1/ 14 Total external debt (USD million) 2001 1/ 4466
Fertilizer consumption (hundreds of grams per ha of 37 Present value of debt (as % of GNI) 2000 1/ 28
arable land) 2000 1/ Total debt service (% of exports of goods and services) 3
Food production index (1989-91=100) 2001 1/ 124 2000 1/
Cereal yield (kg per ha) 2001 1/ 821

Lending interest rate (%) 2001 1/ 23
Land Use Deposit interest rate (%) 2001 1/ 15
Arable land as % of land area 2000 1/ 5
Forest area as % of total land area 2000 1/ 39
Irrigated land as % of cropland 2000 1/ 3

a/ Data are for years or periods other than those specified.

1/ World Bank, World Development Indicators CD ROM 2003
2/ UNDP, Human Development Report, 2000
3/ UNDP, Human Development Report, 2003



PREVIOUS IFAD FINANCING IN MOZAMBIQUE

Project/Programme Name Init.iati.ng Coop.era.ting Lending Board ann Cl.lrrent Loan Amount
Institution Institution Terms Approval | Effectiveness | Closing Date Acronym Approved

National Programme for Food Production in the IFAD UNOPS HC 31 Mar 82 23 Feb 83 31 Dec 86 L-I-93-MZ SDR 17 700 000
Cooperative and Family Sector

Nampula Artisanal Fisheries Project IFAD UNOPS HC 15 Sep 93 04 Nov 94 31 Dec 02 L-1-334-MZ SDR 4 350 000
Niassa Agricultural Development Project IFAD UNOPS HC 20 Apr 94 19 Oct 94 30 Jun 06 L-1-359-MZ SDR 8 800 000
Second Agricultural Rehabilitation Project IFAD World Bank: IDA HC 10 Sep 87 26 Apr 88 31 Jan 96 L-S-8-MZ SDR 11 850 000
Family Sector Livestock Development Programme IFAD UNOPS HC 04 Dec 96 12 Feb 98 31 Dec 04 L-1-432-MZ SDR 13 450 000
PAMA Support Project IFAD UNOPS HC 08 Dec 99 07 Sep 01 31 Mar 08 L-I-515-MZ SDR 16 550 000
Sofala Bank Artisanal Fisheries Project IFAD UNOPS HC 12 Sep 01 02 Sep 02 31 Mar 09 L-1-566-MZ SDR 14 050 000

Note:

HC = highly concessional
IDA = International Development Association

UNOPS = United Nations Office for Project Services
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LOGICAL FRAMEWORK

Intervention Logic

Main Indicators

M&E Source

Key Assumptions/Risks

Goal

Contribute to economic growth and poverty
eradication by improving the livelihoods of rural
households and viability of enterprises in rural
areas of Mozambique

Improved living conditions, including improved
nutritional status, housing and health

Poverty impact of retail loans as felt by the clients

Progress towards three of the Millennium Goals:
reduction of extreme poverty, reversal of the
spread of HIV/AIDS and attainment of a path of
sustainable development (environment)

e Baseline surveys/impact
studies (Programme MIS)

e PMU annual survey of
selected clients of
participating financial
intermediaries

e National household income
and poverty studies (national
statistics)

(to realizing Goal)

Programme Objectives

1. A conducive policy and legislative
framework and an appropriate institutional
environment are created for the development
and sustainable provision of rural financial
services

2. Access to financial services is improved on
a sustainable basis for the economically
active poor, rural enterprises and a broad
cross section of the population in rural areas

o An interactive process of policy formulation
operating and new/improved policies and
legislation submitted to and adopted by the
Government

o Capacity of MPF, MADER,! MIC,> MoP® and
BOM to manage rural finance policy and
initiatives strengthened

e MFI Association created and operating; more
than 50% of MFIs active members of the
association

o Legal entity for the development of rural
finance — FARE/RFSP — is operating and
covering a portion of its operating costs

o PMU established and successfully managing
RFSP.

Number of additional end-users of rural financial

services:

e Number of additional rural clients (men and
women disaggregated by income level) of
participating financial institutions (PFIs)

For 1 and 2:

e Rural Finance Policy Support
Unit reports

e Innovation and Outreach
Facility reports

e Reports of NGOs/service
providers contracted by
RFSP to establish and train
ASCAs and RFAs

e Reports from bank selected
to manage the RFSP credit
line and reports from
participating PFIs

e Reports from the Association
of MFIs
PMU surveys of MFIs
PMU progress reports

Stability of the country's overall economic
situation (that is, no major natural disasters
or failed macroeconomic policies)

Business climate is sufficiently dynamic to
support viable financial service institutions

Marketing systems are in place to handle
increased rural productivity created by
availability of improved financial services

Ministry of Agriculture and Rural Development.

Ministry of Industry and Commerce.
Ministry of Fisheries.
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Intervention Logic

Main Indicators

M&E Source

Key Assumptions/Risks

Cross-Cutting Themes

A. Gender equity is integrated as a principle in
the provision of rural financial services

B. Rural Finance Institutions (RFIs) have
factored in the expected socio-economic
impact of HIV/AIDS in the design of their
financial services for rural areas

e Number of additional active ASCAs and RFAs
and members (men and women).

A.  Percentage and comparable participation

and performance of women clients

B.  PMU, Rural Finance Policy Support Unit

staff and RFI personnel knowledgeable
about HIV/AIDS; business plans factor in
impact of HIV/AIDS; number and type of
insurance options introduced (number of
participating clients)

(to realizing Development Objective)

Outputs

1. Institutional, Policy and Legislative Support:

o A Rural Finance Policy Support Unit is
established within the Government to lead
policy dialogue in the sector

e A comprehensive and widely shared strategic
framework for rural finance is elaborated and
used

e A representative association of MFIs is
established and offers relevant services to its
members

e The Bank of Mozambique has the capacity to
provide a conducive regulatory framework
and supervise rural finance operations

e Number of trained officers and decision-
makers per agency (men and women) able to
deal effectively with rural finance issues

e New or modified rural finance policies and
legislation passed and in effect (indicating
applicability to different rural social classes)

e Reviewed and accepted strategic framework
document available

e Number of member MFTIs participating in the
association

e Number of services offered relative to the MFI
association’s workplan

e BOM has in effect a legislative framework and
supervision capacity to ensure provision of
sound financial services in rural areas

Reports from the Rural
Finance Policy Support Unit
Reports from BOM regarding
creation of capacity to deal
with rural finance and new
legislation passed to facilitate
provision of rural financial
services

MFI association reports

Till 2005, reports from the
Mozambique Microfinance
Facility

Government makes a commitment to
develop the rural finance sector and the
associated policy and legislative processes
and structures

MFs interested in participating and
contributing to the cost of running the
association.

Safeguard: Canvassing of MFIs prior to
finalization of the component

MPF continues to play the lead role in
coordinating and facilitating the
development of rural finance
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Intervention Logic

Main Indicators

M&E Source

Key Assumptions/Risks

[

. Innovation and Outreach Facility:

e New approaches to the provision of financial
services identified and tested in rural areas

o Successfully piloted new approaches
sustainably mainstreamed by service providers

e New service facilities opened in rural areas by
existing financial operators (banks,
development credit institutions, MFIs and
small community-based operators)

e New and strengthened rurally orientated
financial institutions operational in the country

¢ Funds from different donors and other

interested parties coordinated through the

Facility used effectively in supporting rural

finance initiatives.

o Number and outreach of new rural products
successfully tested

¢ Number and outreach (number of clients,
savings volume, loans outstanding) of new
rural products mainstreamed

e Number, outreach and volume of services
(number of clients, savings volume, loans
outstanding) of new rural service facilities
established

e Number and outreach (number of clients,
savings volume, loans outstanding) of new
financial institutions established or transformed

e Amount of donors funds coordinated through
the Innovation and Outreach Facility

Actual numbers to be established each year as per
the programme’s AWP/Bs

Reports from recipients of
Innovation and Outreach
Facility support (according to
PMU guidelines)
Participatory assessment of a
sample of end-users of
services provided by PFIs
that have received funding
from Innovation and
Outreach Facility

Periodical PMU reports on
programme progress and
donor funding

Policies and laws approved by the
Government to allow different operators to
offer a wide range of financial services

3.  Support for Community-Based Financial
Institutions:

ASCAs:

e Incremental ASCA membership exceeds
20 250 rural inhabitants (by PY8)

e About 810 additional sustainable ASCAs are
established

e ASCA umbrella associations are established

RFAs:

e Incremental RFA membership exceeds 13 500
rural inhabitants (by PY8)

e About 90 additional sustainable RFAs are
established

e Two additional RFA unions are established

ASCAs and RFAs
e Outreach indicators:
- Number of clients (men/women)
- Number of active ASCAs/RFAs
- Savings collected per month (target is
>USD 200 per ASCA)
- Loans outstanding per month (target is
USD 564 000 for all RFAs)
- Average loan size
o Effectiveness indicators:
ASCAs
- on time repayment rate: target is >95%
- % portfolio at risk for RFAs (> 30 days):
target is <5%
- % cycle delinquency: target is <3% of
ASCAs close cycle late
RFAs
- on time repayment rate: target is >95%
- % portfolio at risk for RFAs (> 30 days):
target <5%
- % continuation: target is >90% of
supported RFAs continue operating

Association Tracking
Systems (ASCA and RFA
promoters) reported to PMU
on a regular basis by
organizations contracted to
implement the ASCA and
RFA schemes.

Assessment reports from
independent consultants on
performance and impact of
the ASCA/RFA contracts
Participatory assessment of a
sample of end-users of
services provided by
organizations contracted to
implement the ASCA and
RFA schemes

Continued favourable macroeconomic
conditions for microfinance activities

Umbrella associations will be effective in
facilitating the establishment of new
associations (ASCAs or RFAs)

Turnover of members is minimized to allow
continuity within associations
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Intervention Logic

Main Indicators

M&E Source

Key Assumptions/Risks

- membership turnover: target <5% yearly
Sustainability indicator:
- Average profit per ASCA/RFA (per month
at end of each cycle/financial year)

Umbrella associations (ASCAs)/unions (RFAs)

membership of umbrella associations/unions:
target is 25% supported ASCAs and 50%
supported RFAs

% attendance at umbrella association meetings
average number of visits by umbrella
associations/unions to member ASCAs/RFAs
operational self-sufficiency of umbrella
associations

number of ASCAs/RFAs receiving useful
services from the umbrella associations

B

Programme Management:

e FARE is transformed and strengthened to
promote the development of rural finance and
to manage RFSP

e The FARE Board will be extended to
accommodate membership from the private
sector, civil society, beneficiary
representatives, participating ministries, the
BOM and the donors participating in
financing RFSP

¢ A Programme Management Unit contracted

from a consulting firm to hand over

responsibility for managing FARE/RFSP to
individual experts in PYS.

The PMU is fully established as an independent
management unit in FARE

The Executive Board is operating with the full
participation of all members

The PMU is in place and managing RFSP

e PMU reports

Activities

1. Institutional, Policy and Legislative
Support:

Strategic framework for rural finance
Policy dialogue/institutional strengthening

Strengthening local training and technical
assistance organizations

Rural Finance Policy Support Unit
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Intervention Logic

Main Indicators

M&E Source

Key Assumptions/Risks

2. Innovation and Outreach Facility:
Studies and managerial support
Matching grant fund
Credit line

3. Support for Community-Based Financial
Institutions:

Accumulative Savings and Credit
Associations

Rural Finance Associations
Credit line

4. Programme Management
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ORGANIGRAMMES

Institutional/Stakeholder Relations with RFSP and FARE

INSTITUTIONAL, POLICY AND LEGISLATIVE SUPPORT INNOVATION & OUTREACH FACILITY + SUPPORT FOR
COMMUNITY-BASED FINANCIAL INSTITUTIONS
Promotion of Rural Finance

Multi-Sectoral Financial Rural Finance
Client Agencies Agencies FARE Intermediaries Clients/End-Users
Farmers
MADER Executive Board Banks Fishermen
&~ MPF &~ = Development credit =  Business/marketing
Programme institutions groups
MIC .
Management Unit Traders/warehouse
operators
= BOM = & MFIs & Rural enterprises
MoP Community finance Agro-processors
associations
Programme Facilitation o

Partner Organizations

Marketing organizations
Outgrower companies
Market support projects
Trader organizations
Rural enterprise groups
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Organizational Arrangements and Implementing Bodies

Strategic framework
Policy dialogue

Support for regulatory
environment for rural
finance

Association of MFIs and
institutional support

Donor Coordination
Group

Rural Finance Policy
Support Unit

BOM Rural Finance
Focal Group

MFIs

Ministry of Planning and Finance

RFSP Reference
Group

Rural Finance Forum

FARE

Executive Board
(10 members from government

. ) : =
and private sector, including Financial
stakeholders) Intermediaries
Programme Mgt Unit =

(Programme Director, Finance
& Procurement Officer, Legal
Advisor, Planning/M&E
Economist, accountant)
Long-Term Consultants
(Management, Innovation and
Outreach, Rural finance, M&E
and part-time consultants)

Contracted Service
Providers/NGOs

Piloting and
mainstreaming projects

Establishment &
operation of ASCAs &
RFAs
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