PSIA Seminar Series: Meeting 4

Mozambique

Kit Nicholson, one of the researchers on the Mozambique PSIA on fuel tax, outlined the reasons for choosing this policy area, the method and results, policy implications, and lessons learnt from this pilot study.  The presentation outlined both methodological lessons and lessons for carrying out a PSIA, as well as thoughts on the future of PSIA and capacity building in Mozambique.  
Findings
· This pilot focused on the poverty and social impacts of price increases associated with an increase in fuel taxes.  It included analysis of knock-on effects of price increases. 
· This pilot did not focus on expenditure of the revenue raised by the tax.  It did, however, highlight that the revenue raised would represent 17% of the revenue target specified in the PARPA. 

· The study found that 28,500 people would move below the poverty line which represents (negative) 7% of the poverty reduction target in the PARPA.  It was also noted that twice this number of people would move from being poor to being extremely poor – a significant finding but little understanding of why this would happen.
· The study also identified groups particularly affected by the tax increase.

Putting findings in context

· There was some debate over how to put these findings in context.  The researcher stated that they had devised a crude rule of thumb to decide that the poverty impacts of the tax increase would be ‘modest’ – they compared the revenue raised as proportion of PRSP target with poverty impacts as proportion of PRSP target (17% compared to (-)7%).  However, there is currently little appetite for such rules of thumb. 

· What are these impacts being compared to?  Some felt that there should ideally be PSIAs of a variety of revenue-raising measures in order to determine which had the best trade-off.  This would also have important results for increased transparency.  
· Is it credible to focus on one policy area?  This is a concern but focusing on more than one area may mean the research is spread too thinly.  Increasing the quality of debate in one area is a worthwhile goal – and should be driven by consideration of where the analytical (or applied policy research) gaps are in country. 

· Another point raised was whether there was a need for analysis of the impacts of expenditure.  Expenditure analysis is necessary to contribute to a more balanced and informed public debate on this and other policy issues.  But an important aspect of this policy area is that the GoM does not want to increase fuel taxes to allow greater expenditure but to reduce aid dependency.  

What was this pilot intended to do? 
· This pilot is not intended to answer the question of whether tariffs should be raised. It is intended to examine only the likely poverty and social impacts of such an increase – several observers noted that poverty considerations are only part of the policy decision.  The importance of PSIA may lie precisely in bringing poverty considerations into a policy area that is not poverty-focused but growth-, development- or efficiency-focused.  In the long run, hopefully considerations of poverty impacts will be mainstreamed.  

· Emphasis on vulnerable groups is crucial.  But going so far as to recommend mitigating measures is possibly too much – more analysis is needed on these than is currently allowed for, and mitigation measures are often difficult and costly.  However, PSIA findings could influence the implementation of the policy and the detail in ways that would not have been possible without the analysis.  

Where from here in Mozambique? 

· DFID Mozambique noted that the PSIA has featured in discussions between the GoM and the IMF – this was partly due to timing of the study. 

· DFIDM also pointed out that the environment for PSIA in Mozambique is increasingly positive.  CSOs in Mozambique are beginning to realise the importance of building national capacity for such analysis and provide an alternative voice to the IFIs – the economic literacy agenda in Mozambique has picked up PSIA. A few organisations have come into being that may be able to carry out such analysis.  

· There is a need to link PSIA work into the PRSP monitoring work that is ongoing in country.  

Other concerns

· The history of Mozambique is such that measures such as fuel tax increases could well be politicised and risk exacerbating tendencies towards conflict. However, the researchers felt that opinion on the tax was not divided along party lines, but along lines of opinion about aid dependency.  

· There were questions about the extent to which this work could be validated in future.  How can researchers tell whether their projections are correct?  There is an intractable problem of attributability – poverty outcomes may be the result of many things, not only a fuel tax increase.  

