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African countries have recorded comparatively
high rates of growth in recent years. Over the
last decade, significant improvements have been
made in several areas, including trade, mobiliza-
tion of government revenue, infrastructure de-
velopment, and provision of social services. No-
netheless, the current pattern of growth is neither
inclusive nor sustainable. African countries are
heavily dependent on natural resources as drivers
of economic growth, but most such resources —
fossil fuels and metallic and non-metallic minerals
— are non-renewable and are being depleted at a
pace that may endanger growth and sustainabi-
lity over the longer term (UNCTAD, 2012). Like the
rest of the world, Africa has been integrating envi-
ronmental concerns into economic development
plans in order to tackle the problems that have
arisen as a result of unsustainable patterns of pro-
duction and consumption (Mozambique, 2012).

The green economy approach is increasingly re-
cognized as one that can achieve sustainable,
inclusive and resilient economic growth, while at
the same time enhancing the productivity and
efficient use of natural resources. Mozambique
shares Africa’s Common Position on Rio+20 and
on the green economy as a tool for achieving sus-
tainable development. It has adopted a proactive
approach by preparing a Green Economy Road-
map in the context of sustainable development
and the eradication of poverty. The Roadmap
contains information about the process Mozam-
bique will go through in the transition to a green
economy by the year 2030, based on the substan-
tial progress made towards sustainable develop-
ment over the last 20 years (Mozambique, 2012).

The green economy, a new economic model that
reflects the social and environmental costs of de-
velopment decisions currently not captured by
traditional economics, will allow Mozambique to
improve actions and policies in favour of sustai-
nable development. In this sense, Mozambique
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understands that integrating the value of natural
resources and social capital in national accoun-
ting and planning is crucial to achieving econo-
mic growth that is equitable and sustainable. The
Government of Mozambique has adopted the
Green Economy Action Plan for the transition
period 2013-2014, which defines the green eco-
nomy as an economic model that results in im-
proved human well-being and social equity, while
significantly reducing environmental risks and
ecological inadequacies (Mozambique, 2013).

This report explores the linkages between and
contribution of inclusive green economy policies
to the structural transformation of Mozambique.
It assesses how the existing inclusive green eco-
nomy policies relate to the structural transfor-
mation strategy and implementation processes,
and reviews the contribution of inclusive green
economy policies to the transformation agenda.
It seeks to enhance understanding and promote
the adoption of inclusive green economy policies
that contribute to the achievement of inclusive
structural transformation goals in Mozambique.

Mozambique has been among the fastest-
growing economies in sub-Saharan Africa over
the last ten years, with average annual real GDP
growth of 7.4 per cent. Various indicators of hu-
man development, such as GDP per capita, po-
verty headcount ratio, and life expectancy have
improved significantly. This strong performance
was supported by the determined implemen-
tation of credible macroeconomic policies and
structural reforms, a favourable external environ-
ment, donor support, and, in recent years, the
discovery and exploitation of natural resources.
The economy of Mozambique, and therefore the
well-being of its population, is almost entirely de-
pendent on natural resources, both renewable
and non-renewable. The Mozambican economy
in general and the rural economy in particular are
strongly dependent on the exploitation and use
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of natural resources. Natural resources contribute
directly more than 33 per cent of national wealth,
while recently discovered mineral and hydrocar-
bon reserves open promising prospects for their
role in the economy (IMF, 2014).

Structural transformation and
inclusive green economy policies in
Mozambique

Mozambique has emerged from decades of war
to become one of Africa’s best-performing econo-
mies. Political stability and structural reforms such
as trade liberalization between 1994 and 2006,
and sound macroeconomic policies since 1992
have generated steady growth since Mozambique
emerged from the civil war and started its transi-
tion from a centralized to a market economy. As
a result, the poverty rate has declined and signifi-
cant progress has been made towards achieving
the Millennium Development Goals (UNDP, 2014).
Nonetheless, the overall picture is mixed and the
progress achieved so far insufficient. Mozambique
remains one of the world's poorest countries, the
decline in poverty appears to have stalled in re-
cent years and income inequality remains high.
The country is now confronted with the issue of
“‘quality of growth” and needs to consider mea-
sures to ensure that growth is pro-poor, inclusive
and environmentally sustainable.

The Government has put in place sound macroe-
conomic policies, complemented by a series of
structural policy reforms, strongly supported by
donors and favourable global economic condi-
tions, especially for commodity prices. In the im-
mediate post-war phase, macroeconomic policy
reforms focused on liberalizing the exchange and
trade system, and reducing fiscal imbalances and
the role of the State in the economy.

According to the Mozambique Strategic Analy-
sis and Knowledge Support System (MozSAKSS),
total real GDP trends for Mozambique reveal that
the economy experienced steady growth ave-
raging 3.2 per cent per year between 2001 and
2009. Over the same period, positive growth of
roughly 2.1 per cent was recorded for per capita

GDP. Given the recovery of major economies from
global recession, it is reasonable to expect this
trend to continue, at least in the short term. The
same source suggests that the economy expe-
rienced little structural transformation during this
period and that the strategies implemented did
not lead to any significant structural change (Moz-
SAKSS, 2011). Policies relied heavily on megapro-
jects in the aluminium and extractive industries
and the energy sector, the capital-intensive nature
of which does not generate enough employment
to provide sufficient opportunities for the rapidly
growing young population.

With new major investment during the decade of
post-war reconstruction, the share of agriculture
(primary sector) fell from 38 per cent of GDP in
1992 to 20 per cent in 2001. This phenomenon
reflected the rebuilding of the economy, the reha-
bilitation of the Cahora Bassa hydropower station
(1995-1997), and the construction of the Mozal
aluminium smelter (1998-2003), (Cungara and
others, 2012).

Nonetheless, the Mozambican economy is still
largely agriculture-based. As 69 per cent of the
country’s population of 23 million remains ru-
ral-based and largely dependent on agriculture for
employment and livelihood, the role of agricultu-
re in stimulating overall economic growth and po-
verty reduction remains critical (MozSAKSS, 2011).

The megaprojects are generating impressive
growth rates for the country but are not in them-
selves a shortcut to sustainable development and
inclusive growth. While the investments are, in
many ways, remarkable, their net benefits to the
rest of the economy have been questioned. The
linkage between the megaprojects to the rest of
the economy is minimal, and there is almost no
spillover effect or significant job creation in re-
lated industries. In addition, there is a real risk of
“Dutch disease’, whereby new megaprojects mi-
ght harm the growth prospects of other sectors
(possibly creating a dual economy within the
country). Mozambique still has an opportunity to
consider policies and structures that would allow



it to escape the “resource curse” that has plagued
many countries exploiting natural resources on a
large scale (IMF, 2014).

Mozambique must generate inclusive and broad-
based growth if it is to achieve its development
goals and reduce poverty significantly. A parti-
cularly challenging task will be to create formal
jobs at a rapid and sustained pace. An ambitious
strategy of economic development and diversi-
fication is called for. Private investment, both na-
tional and foreign, should be the driving force of
the economy, underpinned by a strong regulatory
framework and sustained public investment.

Inclusive green economy polices

and their role in fostering structural
transformation

Many policies may be adopted or revised to sti-
mulate and ensure the transition to a green eco-
nomy. Mozambique possesses a wide variety of
sustainable development and environmental
conservation policies relevant for the green eco-
nomy. Implementation of this new approach can
be facilitated by analysing and revising existing
policies or adopting new ones.

According to the Green Economy Roadmap, Mo-
zambique will implement policies in four distinct
areas: regulatory policies for the conservation, ex-
ploitation and management of natural resources;
fiscal policies focused on taxation; investment
policies directed towards infrastructure develop-
ment, training and funding producers; and insti-
tutional policies aimed at strengthening national
institutions through capacity-building, transfor-
mation and best governance practices (Mozam-
bique, 2012). These policies will have a huge im-
pact on developing an inclusive green economy
and structural transformation.

Mozambique has identified some sectors with
great potential to boost progress towards an in-
clusive green economy and structural transforma-
tion. The agriculture, construction, food security,
Cities and energy sectors have the greatest poten-
tial for transition to a green economy. Although
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many sectors are considered potentially favou-
rable, the three main priority sectors are agricultu-
re, industry and energy.

One of the most important links between inclu-
sive green economy policies and structural trans-
formation in Mozambique is agriculture because
it is the main source of sustenance and income
in the country. The sector should be transformed
through the adoption of appropriate technologies
to ensure that it is not a source of environmental
degradation. Inclusive green economy principles
should be at the centre of the transformation. Since
70- 80 per cent of the population is directly or in-
dectly employed in agriculture, it is clear that suc-
cessful structural transformation must begin with
improved agricultural productivity and an increase
in reliable food supplies. Practical actions that link
the inclusive green economy and structural trans-
formation in the agricultural sector include: increa-
sing agricultural production in the areas with the
greatest potential; implementing food production
and job creation actions by opening lines of fun-
ding for the sector, such as the Agricultural Deve-
lopment Fund and the District Development Fund,
among others; raising awareness of the need to
change food habits (ensuring a balanced diet and
adequate nutrition); raising awareness of the use of
household assets to guarantee food security; map-
ping soils and agro-ecological conditions; control-
ling the use of agricultural chemicals; introducing
new crops and practices; and diversification of
crops. Another fundamental driver that links the
inclusive green economy and structural transfor-
mation is the movement of labour out of less pro-
ductive semi-subsistence agriculture into the more
productive sectors of manufacturing and services.

Industry is another key driver of structural trans-
formation with linkages to an inclusive green eco-
nomy, and one the Government considers a de-
cisive factor in economic development. Mozam-
bigue must therefore aim, not simply to achieve
industrial development, but also to improve re-
source-use efficiency and mitigate pollution and
waste. Structural transformation will involve a
greater degree of industrialization of the country’s
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economy (ENDe, 2013). If structural transforma-
tion is to be successful, industrialization will be
needed to create jobs, increase incomes and fos-
ter economic diversification. Commodity-based
industrialization could be very useful in ensuring
the success of structural transformation, while the
development of manufacturing activities on a na-
tional scale will be critical.

The energy sector is also considered a driver of
structural transformation and an inclusive green
economy, but lack of energy is an impediment to
economic growth and structural transformation.
Poverty reduction is highly dependent on energy
supply, while the development of well-integrated
infrastructure is the biggest challenge facing Mo-
zambique. At present, charcoal is the main ener-
gy source and this is threatening the country’s
forests. With high energy demand resulting from
population growth, forests will be depleted ra-
pidly if proper measures are not put in place. De-
mand for energy is also rising as a result of indus-
trial development and investor pressure. Frequent
power outages are discouraging investment in
both rural and urban areas.

In order to cope with growing energy demands and
reduce the environmental impact of charcoal use,
the Government is investing heavily in extending
hydroelectric power to every district in the country,
and new hydroelectric power plants are under
consideration. In addition to rural electrification, the
Government has been investing in the distribution
of natural gas as an energy source. A liquefied natu-
ral gas plant is to be built in the north using private
investment, and distribution lines have been built
in major cities, such as Maputo. Fossil fuels are also
in high demand and there have been shortages. In
order to address the problem, the country intends
to augment petroleum reserves by diversifying
sources, building new reservoirs, and controlling
supplies. Coal is another important energy source
abundantin Mozambique but current use is very li-
mited. An attempt to establish coal plants to gene-
rate electricity is under way. The Government is also
planning to implement renewable energy policies
(mainly solar energy).

Challenges and opportunities

By 2030, the population of Mozambique will have
increased by 15 million people to 38 million, 60
per cent of whom will live in urban areas. These
people will need employment, modern energy,
drinking water, effluent and waste management,
transport and health and education systems (INE,
2013). A transition to a green economy could help
to reduce depletion of scarce natural resources as
a result of population growth, transform societies
and environments, and contribute to more ratio-
nal urbanization and migration.

The challenge is to transform an agricultural sec-
tor dominated by small farmers into a sector of
market-oriented medium and large producers
(agribusiness), and to develop food and manu-
facturing industries based on natural resources
(particularly mining) and tourism. The remaining
challenges in this sector concern both the de-
mand and supply sides. On the demand side, they
include implementation of policies to increase
the availability of food to meet growing demand
patterns and cope with population growth, while
on the supply side, they include the limited avai-
lability of land, water, mineral supplies, the size of
the labour force and the increasing vulnerability
of the agricultural sector to climate change.

Mozambique will have to implement the several
lines of new policy interventions it has identified
to drive the transition to a green economy. It also
needs to: enhance the coherence of existing with
new policies; facilitate the reforms identified by the
new policies; address the lack of technical, finan-
cial and human capacity; analyse and strengthen
the tools available for the transition to a green eco-
nomy; reduce the vulnerability of Mozambique to
natural disasters and other climatic and environ-
mental factors and improve the management of
the green economy component in this situation;
and take advantage of the catalytic role of African
organizations in the green economy agenda.

For the successful implementation of inclusive
green economy policies and strategies, Mozam-
bique has specific statistical and sectoral reports



for which information is collected to enable an un-
derstanding of the challenges and opportunities
of each economic sector in terms of value added,
job creation, and environmental impacts on po-
verty, inequality, and vulnerability indicators. The
country also uses surveys to identify the key eco-
nomic and social challenges and opportunities of
inclusive green economy policies, among others.

Conclusions and policy
recommendations

The Green Economy Roadmap is the star-
ting-point for implementation of a transformative
agenda that ties together national development
objectives and sustainable development goals.
There are other policies and strategies that Mo-
zambique can adopt to strengthen the transition
process and the link between an inclusive green
economy and structural transformation. These
should seek, among other priorities, to: establish a
basis for development capable of reconciling the
indispensable economic growth with sustainable
use of natural resources, social justice and higher
living standards for people; create jobs; increase
the productivity of materials; increase water use
efficiency; reduce carbon emissions; increase the
weight of renewable energy in the overall energy
mix; and improve air quality.

Structural transformation based on the country’s
rich natural resources and pristine ecosystems
should be guided by an integrated approach that
views the environment and human resources as
valuable assets in the development of the country.
Management of the transition is not the exclusive
responsibility of the Government, a specific or-
ganization or group of individuals, but one that
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should be shared by the whole society. This im-
plies a set of harmonized actions carried out in a
spirit of shared responsibility. Practical actions and
commitments need to be spelt out for the private
sector and the Government, and institutions put
in place to manage the transition. A snapshot of
some of the key actions for the success of struc-
tural transformation and an inclusive green eco-
nomy in Mozambique are set out below.

*  Accelerate implementation of the Roadmap
and reform of existing policies in line with
the green economy agenda

* Improve stakeholder engagement, particu-
larly local communities, in issues related to
use of natural resources and development
projects that impact their local environment.

*  Develop agribusiness and the processing
and manufacturing industries that have links
with the rest of the economy in order to
support the transition to an inclusive green
economy.

e Address the lack of technical, financial and
human capacity in the country to imple-
ment the green economy.

* Invest in and develop human resources for
structural transformation and an inclusive
green economy.

e  Stimulate increased productivity through
technology transfer, research and innova-
tion.

*  Develop incentives for private sector inves-
tors in the green economy.

*  Make communication and awareness-rai-
sing an integral part of the implementation
strategy for the Green Economy Roadmap.
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Despite strong and sustained economic
growth in the last decade or so, progress in
human development has been slow. The fact
that social development and quality of infrastruc-
ture are still below the desired levels, makes the
green economy an attractive alternative that can
harness the wealth of natural capital without ge-
nerating risks, while supporting diversification of
the economy through sustainable industrializa-
tion.

The Mozambican economy in general and the
rural economy in particular are strongly de-
pendent on the exploitation and use of natu-
ral resources. Investments in the sector should
among other things, leverage the resource rents
and value of natural resources and strengthen
the social components of natural resource sec-
tors through investment in infrastructure, human
resources, and technical skills, and strengthen
linkages between natural resources and other
sectors of the economy, particularly agriculture.

Structural transformation in Mozambique will
depend heavily on the extent and manner
of industrialization, using natural resource
and agricultural potential. This transformation
should encourage and support growth from the
grassroots to small and medium-sized enterprises.

It should also tap into its ten agro-ecological
zones to diversify agricultural production and de-
velop agribusiness and agro-food processing in-
dustries with linkages to the rest of the economy
to achieve a significant impact on poverty eradi-
cation and economic growth.

The adoption of the Green Economy Road-
map and the Green Economy Action Plan is a
clear indication of the ambition to transform.
The country should accelerate alignment of na-
tional and sectoral policies to support the green
economy transition through the identified pillars
of green growth in Mozambigue: sustainable in-
frastructure; efficient and sustainable use of natu-
ral capital; and strengthening livelihood resilience
and the capacity for adaptation.

The enabling conditions for an inclusive green
economy and structural transformation re-
quire the Government to mobilize support for
the green economy. Policy review is the starting
point but more resources need to be mobilized
in order to: strengthen institutions; build the ca-
pacity of individuals and public and private sec-
tor institutions; develop, disseminate and transfer
technology; disseminate information; and stren-
gthen stakeholder engagement and participation
in the process.



1. Introduction

African countries have recorded comparatively
high rates of growth in recent years. Over the
last decade, significant improvements have been
made in several areas, such as trade, mobiliza-
tion of government revenue, infrastructure de-
velopment, and the provision of social services.
Nonetheless, the current pattern of growth is
neither inclusive nor sustainable. African coun-
tries are heavily dependent on natural resources
as drivers of economic growth but most such
resources — fossil fuels, metallic and non-metal-
lic minerals — are non-renewable and are being
depleted at a pace that may endanger growth
and sustainability over the longer term (UNCTAD,
2012). Like the rest of the world, Africa has been
integrating environmental concerns into econo-
mic development plans to tackle environmental
problems that have arisen as a result of unsustai-
nable patterns of production and consumption
(Mozambique, 2012).

The green economy is increasingly recognized
as an approach that can achieve sustainable, in-
clusive and resilient economic growth while at
the same time enhancing the productivity and
efficient use of natural resources. The green eco-
nomy, a new economic model that adequately
reflects the social and environmental costs of de-
velopment decisions not captured by traditional
economic models, will allow Mozambique to im-
prove actions and policies in favour of sustainable
development. Mozambique understands that in-
tegrating the value of natural resources and so-
cial capital in national accounting and planning
is crucial to achieving economic growth that is
equitable and sustainable. The Government of
Mozambique has adopted the Green Economy
Action Plan for the transition period 2013-2014,
which defines the green economy as an econo-
mic model that results in improved human well-
being and social equity, while significantly redu-
cing environmental risks and ecological inade-
quacies (Mozambique, 2013).
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1.1 Overview of Mozambique

Mozambique is situated on the east coast of Africa
and is bordered to the north by United Republic
of Tanzania, to the west by Malawi, Zambia and
Zimbabwe, and to the south by South Africa and
Swaziland. It has an area of 799,380 km?, of which
13,000km? are maritime, while its terrestrial area is
786,380 km?. The Indian Ocean coast extends for
2,470 kilometres, from the mouth of the Rovuma
River to Ponta de Ouro. There are numerous is-
lands off the coast, including the Quirimba Archi-
pelago in Cabo Delgado Province, Mozambique
Island and the Goa and Sena islands in Nampula
Province, the Bazaruto Archipelago in Inhambane,
and Inhaca, Elefantes and Xefina islands in Mapu-
to Province. The climate is predominantly humid
tropical, with two seasons: fresh and dry, and hot
and humid. Its geographical location makes the
country systematically and cyclically prone to na-
tural disasters, such as floods, drought and tropi-
cal cyclones (ENDe, 2014).

Mozambique has had one of the fastest growing
economies in sub-Saharan Africa over the last ten
years, with average annual real GDP growth of 7
per cent. This performance was supported by the
determined implementation of credible macroe-
conomic policies, donor support and, in recent
years, the discovery and exploitation of natural
resources.

The main driver of growth is foreign direct in-
vestment mainly focused on the extractive
sector. The fastest growing sectors are mining,
propelled by a boost in coal exports, and the fi-
nancial sector, fuelled by credit expansion and
increased income, mainly in urban areas. Other
dynamic sectors are construction, services, and
transport and communication. The agricultural
sector, employing 70 per cent of the population,
lacks this economic dynamism. The country’s
low agricultural productivity is the result of: a
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Figure 1: Administrative provinces of Mozambique
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lack of appropriate technologies and support,
and markets that are generally distant, unreliable
and uncompetitive for smallholder farmers who
depend on traditional farming methods, low-
yield seed varieties and manual cultivation tech-
niques. Nonetheless, the sector is growing at a
rate of more than 4 per cent a year (IMF, 2014).

1.2 Economic structure and
outlook

The economy of Mozambique shows little struc-
tural transformation, relying mainly on mega-
projects in the aluminium and extractive indus-
tries and the energy sector, which, although part
of the structural transformation agenda, lack
the necessary spillover effect to the traditional
sector, remaining isolated from the overall eco-
nomy. Sometimes seen as leading industries
that would galvanize the emergence of new
supporting industries, these projects are essen-
tially outward-oriented. The people living near
such projects do not benefit from their proxi-
mity as consumers and producers (suppliers of
goods and services). In fact, few micro, small or
medium-sized Mozambican companies supply
goods and services of any kind to megaprojects.
This is the biggest challenge to the megapro-
jects strategy.

The primary goal of the Poverty Reduction Ac-
tion Plan 2011-2014 was to reduce the incidence
of poverty from 54.7 per cent in 2009 to 42 per
centin 2014, and stipulated that government ac-
tion should first of all promote “pro-poor” growth.
In the Mozambican context, such “broad-based”
growth can be achieved through investment in
agriculture in order to boost the productivity
of the family sector and diversify the economy,
thus creating jobs and linkages between foreign
investment and the local economy, supporting
micro, small and medium-sized enterprises, and
fostering human and social development. Such
economic growth would reduce food insecurity
and chronic child malnutrition, while strengthe-
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ning defence mechanisms against endemic di-
seases such as HIV/AIDS, tuberculosis and mala-
ria (Poverty Reduction Action Plan, 2011).

Despite the remarkable economic performance
and progress made in tackling some of the main
socioeconomic challenges, particularly in the
areas of health, education, gender empower-
ment and extreme poverty, Mozambique has
one of the lowest levels of human and social
development. The challenge confronting the
country is therefore not only to maintain rapid
economic growth, but to translate it into sus-
tained and inclusive development based on
economic diversification that creates jobs, helps
to reduce inequality and poverty rates, and en-
hances access to basic services. With that in
mind, Mozambique prepared a Green Economy
Roadmap, a document that contains information
about the process the country will follow in the
transition to and implementation of a green eco-
nomy by the year 2030, based on the substantial
progress made towards sustainable develop-
ment over the past 20 years.

According to the United Nations Environment
Programme (UNEP), a green economy is an eco-
nomy that results in improved human well-being
by significantly reducing environmental risks and
ecological scarcity (UNEP, 2011). The green eco-
nomy is increasingly recognized as an approach
that can be used to achieve sustainable, inclusive
and resilient economic growth, while at the same
time enhancing the productivity and efficient use
of natural resources. This is a new economic model
that reflects the social and environmental costs of
development decisions that are not captured by
traditional economic models and will allow the
country to improve sustainable development po-
licies and actions. Mozambique understands that
integrating the value of natural resources and so-
cial capital in national accounting and planning
is crucial to achieving equitable and sustainable
economic growth.
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The Government of Mozambique has adopted
the Green Economy Action Plan," which defines
the green economy as an economic model that
results in improved human well-being and social
equity, while significantly reducing environmental
risks and ecological inadequacies. The transition to
a green economy also requires institutions to be
strengthened and infrastructure developed in the
rural areas of developing countries. This includes
the elimination of ecologically harmful subsidies
and the promotion of regulatory reforms that in-
clude the cost of environmental degradation in
the prices of foodstuffs and merchandise.

The Government has always seen agriculture as
the basis for the economic and social develop-
ment of the country. It occupies the overwhel-
ming majority of Mozambicans and has proved
to be the main driver of the fight against poverty.
In Mozambique a green economy also represents
an opportunity for sustainable growth, not only in
economic, but also in employment terms. This ap-
proach is of strategic importance for the develop-
ment of the country. The Green Economy Road-
map defines three key pillars of green growth: sus-
tainable infrastructure (energy, transport, cities);
sustainable use of natural capital (such as land,
water and minerals); and strengthening liveliho-
od resilience and the capacity for adaptation (to
climate, economic and social change) (Mozam-
bique, 2013).

1.3 Objective of the report

This report seeks to explore the linkages between
and contribution of inclusive green economy po-
licies to structural transformation in Mozambique,
and to enhance understanding and promote the
adoption of inclusive green economy policies that
will help to achieve inclusive structural transfor-
mation goals in Mozambique.

' On 15 December 2013, the Government of Mozambique adopted
the Green Economy Action Plan for the transition period 2013-2014.

Specifically, the report:

(@ Reviews the macroeconomic framework and
its responsiveness to inclusive green eco-
nomy principles and approaches;

(b) Reviews the structural transformation agen-
da and identifies and analyses its role and
significance;

(c) Identifies and analyses inclusive green eco-
nomy policies and strategies that have been
adopted and their linkages and consisten-
cy with those directly addressing structural
transformation;

(d) Identifies and analyses enabling measures
and analytical tools that could be used for
integrated assessment of policies and strate-
gies to facilitate the transition to an inclusive
green economy and contribute to structural
transformation;

(e) Identifies and analyses challenges and op-
portunities involved in the adoption of inclu-
sive green economy policies;

(f)  Provides action-oriented recommendations
on inclusive green economy policies that
would strengthen the country’s structural
transformation.

1.4 Methodology

The report was informed by a desk review and
fieldwork. The desk review served to gather recent
literature and enhance the understanding of the
key elements of structural transformation and in-
clusive green economy in Mozambique. The field-
work was based on interviews with focal points for
inclusive green economy policies and structural
transformation in order to gain insights into the
two processes and arrive at an informed analysis.

A questionnaire was addressed to relevant public
institutions, the private sector, and civil society in
order to gain insights into Mozambique's green
economy transition and structural transformation
processes. This was complemented by a review of
the literature, which included an analysis of official
documents on the two policy themes.



Information was collected on the macroecono-
mic environment with a focus on: economic and
social policies; environmental policies; and go-
vernment initiatives on inclusive development.
The instruments, indicators and methods used in
the formulation, implementation, monitoring and
evaluation of government policies were crucial for
the analysis.

The draft report that resulted from the analysis
was presented at a national validation meeting at-
tended by various stakeholders, including repre-
sentatives of government institutions, civil society,
the private sector and academia. The report was
finalized on the basis of the inputs and comments
made at the meeting.

1.5 Organization of the report

The report has seven chapters. Chapter 2 outlines
Mozambique's macroeconomic framework in re-
lation to economic, social and environmental de-
velopment and its responsiveness to an inclusive
green economy. Chapter 3 focuses on its structural
transformation agenda and Chapter 4 sets out its
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green economy agenda and how it supports the
country’s structural transformation framework.
Chapter 5 discusses enabling measures for an
inclusive green economy and their role in foste-
ring structural transformation in Mozambique,
and highlights integrated assessment methodo-
logies and tools for analysing an inclusive green
economy. Chapter 6 presents the challenges and
opportunities involved in the adoption and im-
plementation of inclusive green economy policies
that support structural transformation in Mozam-
bique. Chapter 7 concludes the report with policy
recommendations.
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2. Macroeconomic framework

2.1 Overview of the economy of
Mozambique

Economic growth in Mozambique can be seen
as falling into two phases. In the post-war decade
(1992-2002), government policies focused on re-
construction and laying the foundations of a mar-
ket economy. After that, the focus was on conso-
lidating the gains and maintaining high rates of
economic growth. In the second phase, growth
was mainly driven by investment in megaprojects.

During the decade of post-war reconstruction, the
share of agriculture (the primary sector) fell from
38 per cent of GDP in 1992 to 20 per cent in 2001,
reflecting the rebuilding of the economy, rehabi-
litation of the Cahora Bassa hydropower station
(1995-97), and the construction of the Mozal alu-
minium smelter (1998-2003), (IMF, 2014). In the
last ten years, Mozambique has been among the
fastest growing economies in sub-Saharan Africa,
with average annual real GDP growth of 7.4 per
cent (table 1).

Some indicators of human development, such
as per capita GDP, poverty headcount ratio, and
life expectancy, have improved significantly. This

strong performance has been supported by de-
termined implementation of credible macroeco-
nomic policies and structural reforms, a favou-
rable external environment, donor support and,
in recent years, the discovery and exploitation of
natural resources.? The economy of Mozambique,
the well-being of its population and its means
of subsistence are almost entirely dependent on
natural resources, both renewable and non-re-
newable (IMF, 2013).

Mozambique has been involved in a continuous
process of policy reform in an attempt to create a
supportive environment for national, continental
and international initiatives. In particular, policy
reforms have sought to improve governance and
thus improve the business environment. The in-
tegration of global and regional economic agree-
ments in national programmes is indicative of go-
vernment capacity to create a policy environment
that supports effective and successful implemen-
tation of an inclusive green economy (MozSAKSS,
2011).

Table 1: Economic growth and macroeconomic trends (percentage of GDP), 2009-2014

Year GDP GDP growth | GDP per capita Fiscal Deficit | Total revenue | Total Trade
(annual %) | (current$) (%) expenditure (%) | deficit
(current $) Inflation (%) | (%)
(%)

2009 10,718,503,687 | 6.1 459 34 57 174 322 203
2010 10,119,169,260 | 6.8 422 12.7 49 19.6 325 205
2011 13,197,133578 |74 537 9.5 7.2 20.2 339 19.8
2012 14,934,374,229 | 7.1 593 7.2 6.4 206 344 16.2
2013 15457,196,860 | 7.3 598 56 6.8 211 345 16.1

2014 16,385,584,919 |74 619 56 6.4 214 34.1 15.8

Source: Compiled from IMF, 2011 and 2014).

2 Mozambique has considerable natural resources, including natural
gas, coal, mineral sands, hydropower, and probably oil.



2.2 Economicstructure and
performance

The Mozambican economy in general and the ru-
ral economy in particular are strongly dependent
on the exploitation and use of natural resources,
which directly contribute more than 33 per cent
of national wealth, while the current dynamics of
mineral resources and hydrocarbons suggest that
their weight in the economy will increase.

Mozambique's economic growth tends to be in-
fluenced more by international developments
than by national policy, however: growing Sou-
th-South trade and an increase in South-South
development cooperation will have a strong im-
pact on the national economy. Its geopolitical lo-
cation is its main advantage in terms of growing
South-South trade: the Indian Ocean is an impor-
tant strategic gateway to global trade and there-
fore geopolitical power. Half of all containers and
70 per cent of oil traded in the world are shipped
via the Indian Ocean (Hofman, 2013).
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Figures 2 and 3 show the sectoral contributions to
GDP. It is significant for the structural transforma-
tion of the Mozambican economy that services
and agriculture together contribute about 80 per
cent of GDP, while industry contributes the rest
(figure 3). In the past 20 years, the share of agricul-
ture in GDP has been slightly under 30 per cent,
while in the 1990s it was around 35 per cent. Trade
and transport and communication services each
contribute about 12 per cent (figure 2), but gene-
rally the contribution of the service sector has re-
mained stable at around 50 per cent (figure 3). In-
dustry ranks second, with a current share of about
20 per cent of GDP, but the strongest decade of
industrial growth in Mozambique was between
1995 and 2004, when its contribution grew from
14.5 per cent to 26.7 per cent, before falling to
current levels. This is reflected in the performance
of the manufacturing sector, whose contribution
to GDP rose from 7.6 per cent in 1995 to 17.2 per
cent in 2004, before falling with the rest of indus-
try to 11.3 per cent in 2013 (World Development
Indicators, 2014).

Figure 2: Average sectoral contributions to GDP, 2003-2013
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Figure 3: Sectoral contributions to GDP, 1990-2014
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Source: World Development Indicators, 2014.

The main manufacturing products in Mozam-
bique include wheat flour, food, beverages, alu-
minium, petroleum products, textiles, cement,
glass and tobacco. Almost all manufacturing
takes place in the major urban areas of Mapu-
to, Beira, and Nampula. Agriculture continues to
play a dominant role in the country, reflected in
food and beverage production, with the most
important product in terms of commercial va-
lue being beer. Mozambique competes strongly
with the rest of Africa in the manufacturing of
wooden furniture (AfDB and UNDP, 2012).

Overall, the share of agriculture in GDP has been
falling, while the structure of employment has
also changed substantially towards higher pro-
ductivity sectors, with the share of self-employed
farmers declining from 75 per cent to 68 per cent
between 1995 and 2002, and that of non-agricul-
tural employment increasing from 14 per cent to
20 per cent (Briick and van den Broeck, 2006).
However, despite its strong and sustained past
economic growth, the Mozambican economy
has undergone minimal structural transforma-
tion (figure 3). Its productive base remains lar-

gely dependent on natural resources, which are
concentrated in a few megaprojects, specifically
coal, gas and aluminium (IMF, 2013).

Macroeconomic policy has been aligned with the
International Monetary Fund Policy Support Ins-
trument and focuses on maintaining economic
growth, price and exchange rate stability and im-
plementing a programme of structural reforms
(IMF, 2014a). This has helped the country to at-
tract foreign direct investment, particularly in the
extractive sector. It should be noted, however,
that such investment came on the back of rising
commodity prices, particularly of aluminium and
energy products, which made coal mining even
more attractive for Mozambique. The launch of
two megaprojects, the Mozal aluminium smelter
(in late 1998) and the Sasol project in the gas sec-
tor (in the early 2000s), are associated with a huge
inflow of foreign direct investment (OECD, 2013).
Annual inflows of foreign direct investment ave-
raged only $32 million between 1991 and 1995,
but grew to an unprecedented $179 million per
annum in the years 1996 to 2000. During the first
half of the 2000s, annual inflows averaged $258



million and then almost doubled in the second
half of the decade to a high of $890 million in
2009 (UNCTAD, 2012a).

The top recipient of foreign direct investment
in the period 2001-2009 was the mining sector,
with a 43 per cent share of total inflows amoun-
ting to $1,416 million, of which megaprojects
received $580 million for the extraction of tita-
niferous sands and $171 million for the extrac-
tion of coal (UNCTAD, 2012a). Extractive indus-
tries (aluminium, coal, oil and gas) accounted for
83.3 per cent of total foreign direct investment
inflows in 2011, most of the linked activities, such
as construction and manufacturing, also attrac-
ting substantial shares. The link between manu-
facturing and extractives is too concentrated in
one activity, over 92 per cent of manufacturing
resulting from foreign direct investment connec-
ted with the Mozal aluminium smelter. Most
investment originated from Brazil (43 per cent),
Mauritius (22 per cent), South Africa (6 per cent),
and the rest from the European Union. Agricultu-
re absorbs only 10 per cent of private investment
(of which 90 per cent is geared to export crops,
including tobacco, cotton, cashews, prawns, su-
gar, and timber (OECD, 2013).

Fiscal instruments have been used to promote
national investment and attract foreign inves-
tors. The landmark investment by Mozal in the
aluminium smelter was granted the incentives
provided to investors in industrial free zones, in-
cluding a 1 per cent tax on turnover, instead of
the standard 32 per cent tax on income, in ad-
dition to full exemption from custom duties and
sales and circulation tax. The Fiscal Incentives
Act of 2009 provides other incentives for: basic
infrastructure development; rural commerce and
industry; manufacturing and assembly; agricul-
ture and fisheries; hotels and tourism; science
and technology parks; large-scale projects (those
in excess of Mtn 12.5 billion ($390 million)); pro-
jects in rapid development zones; projects in in-
dustrial free zones; and projects in special econo-
mic zones (UNCTAD, 2012a).
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Fiscal performance has remained strong over
the past five years, reflecting stable growth, but
the increase in total revenue from 12 per cent of
GDP in 2005 to 19.6 per cent in 2010 was in part
a result of increased efficiency in tax revenue
collection as the country experienced economic
growth. The modernization of the tax system and
its administration began in 1994 with technical as-
sistance from the International Monetary Fund. A
tripartite structure was developed whereby inco-
me, consumption and assets are taxed separately.
The reforms took place in phases, beginning with
reform of indirect taxes between 1994 and 1999,
including the restructuring of the administrations
concerned (customs, domestic taxation, and the
value added tax unit). Later, between 2000 and
2007, direct taxation and the associated adminis-
tration in the tax department were reformed. The
Mozambique Revenue Authority (Autoridade Tri-
butaria Mocambicana) was then established, and
has jurisdiction over both customs and domestic
taxation (IMF, 2009).

Fiscal revenue collection has not always been so
impressive. During the civil war, revenue collec-
tion was less than 5 per cent of GDP, increasing
when peace returned in 1992 to 11 per cent of
GDP (IMF, 2009). Although revenue collection
soon dwindled to 8.7 per cent, it was clearly a
result of unprecedented growth in the economy
as peace and security nurtured new investment,
while the capacity of the tax administration sys-
tem lagged behind. The reforms that began in
1994 started to bear fruit in 2001, when revenue
crept up to 10.5 per cent of GDP, rising steadily to
14.4 per cent by 2007 (IMF, 2009).

2.3 Economicgrowth and an
inclusive green economy

The recent discovery of coal deposits represents
an opportunity to increase the economic growth
rate to 7 or 8 per cent a year, opening bright pros-
pects for the development of the country and the
poverty reduction (UNDP, 2012). Mozambique has
over 32 billion tons of confirmed coal deposits.
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Real GDP grew by 7.2 per cent in the first half of
2014, led by the extractive industries, construc-
tion, manufacturing, utilities, and financial ser-
vices (IMF, 2015).

Coal mining in Tete province is attracting millions
of dollars in foreign direct investment and has pro-
vided direct employment for thousands of Mo-
zambicans. In 2004, Brazilian mining giant Vale was
the first to invest in Tete, in the Moatize coal mine
megaproject. The company has invested ina $170
million coal-processing plant, and about $130 mil-
lion to upgrade the rail link to Beira and build a de-
dicated coal export terminal at the port (UNCTAD,
2012a). This project was followed by an agreement
with the Mozambican authorities that, through
the state railway company CFM, awarded Vale a
contract to develop the Nacara Corridor, which
crosses Southern Malawi, at a cost of $1.1 billion.?

The discovery of natural gas is another opportunity
to increase the use of clean energy, provided go-
vernment policies and programmes are directed
accordingly (PNISA, 2013). It is estimated that the
country has proven natural gas reserves of over
127 .4 billion m3but estimates are rising every year.
Offshore reserves of natural gas are understood to
be over 1,000 trillion m?3 (AfDB, 2012). Three fields
of natural gas accumulation have been discovered:
at Pande and Temane in Inhambane Province and
Buzi in Sofala Province. Pande is already being ex-
ploited, some of the gas being exported to South
Africa through a pipeline linking Temane to Secun-
da in Gauteng Province, South Africa, a distance
of 865 km, 340 km of which are in South Africa.
Energia de Mogambique, a local company, is also
charged with the production, transmission, distri-
bution and commercialization of natural gas en-
ergy in the northern part of Inhambane Province.
Thermal stations using natural gas from Pande
have been installed in the towns of Vilanculos, In-
hassoro and Nova Mambone (Chambal, 2010).

3 http//www.afrcom/business/mining/coal/vale-starts-vital-44-
billion-rail-port-project-in-mozambique-20130203-j 16d6#ixzz3r-
MDB99Y7 and http://www.railwaygazette.com/news/infrastructure/
single-view/view/vale-starts-work-on-nacala-corridorhtml

In 2011, Anadarko Petroleum (an American Com-
pany) announced the discovery of 623 trillion m?
of gas offshore, while Ente Nazionale Idrocarbu-
ri S.p.A. (an ltalian Oil Company) has announced
the discovery of nearly 424 trillion cubic metres
of natural gas reserves about 40 kilometres off the
Cabo Delgado coast. If these figures are correct,
Mozambique will be fourth in the world for na-
tural gas reserves, behind the three giants, Russia,
Iran and Qatar. A liquefied natural gas plant would
make natural gas Mozambique’s main export, and
the gas sector is forecast to contribute up to 13
per cent to GDP (AfDB, 2012).

The growth dilemma means that Mozambique
is trapped between the wish to develop through
natural resource extraction and the need for social
development and to respect ecological limits. The
geographic location and size of the country have
endowed it with a whole range of natural resources,
the exploitation of which, if not duly mainstreamed
in the overall development process, may consti-
tute a danger to the environment and an obstacle
to sustainable development. Most investment in
the natural resource extraction sector is capital-in-
tensive, so job creation is not keeping pace with
growth in the sector. The megaprojects generate
few permanent jobs, which means that counter-
vailing policy measures are required. Possible in-
terventions could take the form of leveraging tax
on natural resource exploration; strengthening
the social components of natural resource-based
contracts; and investment in human resources, par-
ticularly technical skills (Jones and Tarp, 2013).

These considerations, together with the fact that
social development levels and infrastructure qua-
lity are still inadequate, make the green economy
a feasible alternative planning mechanism able to
transfer the wealth of natural capital without crea-
ting risk through investment in physical (infrastruc-
ture) and human capital. The integrated invest-
ment programme (Programa Integrado de Inves-
timento) approved in 2013 identifies investment
in transport, energy, and irrigation as priorities for
Mozambigue. More specifically, to bring about in-
clusive growth, Mozambique requires investment



that contributes to its integration (intra-trade) and
allows the country to maximize the benefits of me-
gaprojects (IMF, 2014). This means that sustainable
infrastructure development needs to be at the
centre of inclusive economic development. This is
the goal of sustainable development through the
promotion of a balance between economic, social
and environmental aspects.

Investment also need to be directed towards po-
verty eradication through broad-based economic
growth that benefits all people. In this context,
Mozambique seeks to alleviate poverty through
the development objectives defined in the Po-
verty Reduction Action Plan, Agenda 2025 and
its medium-term development plans. The Action
Plan has the overarching objective of inclusive
economic growth to reduce poverty, specifically
focusing on increasing production and produc-
tivity in agriculture and fisheries; promoting em-
ployment, and human and social development,
with macroeconomic measures and good gover-
nance as supporting pillars (IMF, 2011a).

With an estimated economically active popula-
tion of 7,437,056, and a total farming population
of 3.8 million in 2007 (Chilonda and others, 2010),
Mozambique needs to keep creating jobs for
the rural population, which remains dependent
on agriculture for their livelihood. Between 2001
and 2008, the number of farmers increased by al-
most a third, from 3,063,000 to 3,700,000. Agricul-
tural output consists of crop production (78 per
cent), forestry (9 per cent), livestock (7 per cent)
and fisheries (6 per cent), with the crop subsec-
tor growing fastest, at 6 per cent between 2005
and 2009. However, the subsector is hampered by
low productivity due to low technology uptake,
limited access to financial incentives, and poor ac-
cess to output markets and value chains (Chilon-
da and others, 2010). In this regard, the National
Agriculture Investment Plan (PNISA) 2014-2018
targets small, medium and large producers with
the potential to produce for the market, and small
and medium-sized enterprises that market agri-
cultural inputs or technologies (PNISA, 2013).
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Under the Agriculture Development Plan, agricul-
tural development will support inclusive econo-
mic development based on its natural resource
potential, which consists of forest cover of some
39 million hectares, and 36 million hectares of
arable land, of which only 3.9 million hectares
are cultivated at present (PNISA, 2013). Mozam-
bique will also be able to exploit its ten different
agro-ecological zones, making it possible to diver-
sify agricultural production (crop subsector) and
have a significant impact on poverty reduction
and economic growth. Forest resources are also
enormous, making timber exploration a possibi-
lity. There is an estimated 22 million m? of standing
timber, with potential to support annual timber
production of about 500,000 m?, but this potential
can only be realized if problems exogenous to the
agricultural sector, particularly infrastructure and
market development, are solved (PNISA, 2013).

2.4 Natural resources, the
environment and an inclusive
green economy

Mozambique has vast economic potential: not
only is it endowed with abundant natural re-
sources, it is also strategically located at the cross-
roads between south-east Africa and the fast-de-
veloping emerging markets of south and sou-
th-east Asia.* Large-scale exploitation of resources
is still in its infancy, but is set to grow strongly in
the coming years. The country has an abundance
of natural resources: fertile plains that favour agri-
culture; minerals; huge natural gas reserves and
fossil energy resources, such as coal; and vast, vir-
tually untapped, water resources. From north to
south, the country is crossed by large rivers (the
Zambezi being the largest). These rivers represent
great value and potential for agriculture (irriga-
tion), as well as for the production of hydroelectric
power. The total capacity of this energy source is
estimated at 16,000 megawatts. Probably one of
the most valuable natural resources of Mozam-

4 National report to the United Nations Conference on Sustainable
Development (Rio+20).
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bique is its abundant flora and fauna, with a forest
area of approximately 40.6 million hectares and
14.7 million hectares of other areas with trees. The
country has a spectacular ocean coastline, islands
with coral reefs, vast plateaus, plains and tropical
jungle (ENDe, 2013).

The discovery and development of natural re-
sources in recent years has boosted growth, and
Mozambique is expected to become one of the
world's leading exporters of coal and gas within
the next decade. This heightens the challenge to
manage resources prudently while diversifying the
economy and distributing gains more equitably.
Although the environment is generally in pristine
condition, human intrusion into natural habitats
will increase with economic activity: loss of natural
habitat, unsustainable natural resource use (eco-
system loss), pollution and degradation of water
and soil will become concerns in the near future,
For example, wood consumption for fuel is esti-
mated to account for 250 times that consumed by
logging operations, but current commercial log-
gingis less than 25 per cent of the legally permitted
logging capacity (SIDA, 2011). Deforestation, which
is now a very localized problem, may soon become
a major issue throughout the country.

Mozambique will face a series of difficult but cru-
cial decisions in the near future, including choo-
sing between different development models by
determining the degree of state involvement
and control of resources. These decisions will de-
termine whether the massive resource wealth of
Mozambique becomes a sustained “blessing’, a
missed opportunity or, in the worst case, brings
about a reversal of recent human development
gains in the country.

The recent offshore gas discoveries are one of the
largest known gas reserves in the world. Accor-
ding to sector experts, their commercial exploita-
tion is unlikely to start before 2019 because of the
huge investment in production and transport in-
frastructure required (IMF, 2013). The environmen-
tal impacts of gas exploration include destruction
of sea grass, coral reefs, mangroves and estuaries

caused by construction in the near shore area, as
well as offshore issues resulting from drilling the
seabed, excavation of mud, discharge of hydrotest
water, increased traffic and habitat modification.
Other environmental issues identified by the en-
vironmental impact assessment of Area 1 of the
Anadarko Project include the impact of dredging,
modification of intertidal and shallow beaches,
and waste discharge (Environmental Resource
Management and Impacto, 2014). The mitigating
activities recommended by the assessment there-
fore need to be taken into account, and the Go-
vernment has to make its position on the impacts
clear before implementation begins.

According to a Business Monitor International re-
port, the value of Mozambique's mining sector is
expected to increase from $96.5 million in 2010 to
$667 million in 2015, representing an annual ave-
rage growth rate of 29.9 per cent (Mining Weekly,
2011). The natural resource sector will therefore
be crucial for the development of the country, but
priority needs to be given to sustainability consi-
derations in order to enhance the future value of
the resources. Through the Ministry for the Coor-
dination of Environmental Affairs (MICOA), the Go-
vernment should therefore enhance its capacity to
strengthen environmental laws and conduct regu-
lar environmental audits to verify environmental
impacts and compliance with conditions agreed
during the environmental licensing of projects.

Current natural resource extraction and exploi-
tation methods, such as those applied in the mi-
neral sector, have high environmental risks. With
no appropriate control capacity to cover all types
of extraction, Mozambique could face increasing
levels of environmental damage. The coal mines
in Moatize, for example, have contributed great-
ly to infrastructure development and improved
livelihoods in the surrounding communities, but
their environmental footprint cannot be ignored.
Another challenge is the resettlement of people
which seems to resonate with local authorities,
communities and human rights organizations
(KPMG, 2013). A recent study by Maennling and
others (2014) highlighted gaps in Mozambique's



current environmental regulations that need to
be addressed by, for example, imposing environ-
mental standards on the coal mining sector in ac-
cordance with international best practices.

Environmental degradation as a result of in-
tensive extraction of other resources is another
major concern. Mainstreaming inclusive green
economy principles and approaches in the ex-
ploitation of resources can help to minimize
such hazards and maximize benefits. The other
challenge is data: although the contribution of
renewable natural resources to the Mozambican
economy is very significant, the value of natural
resources and their potential are not adequately
captured in official statistics. Subsistence agri-
culture, forestry and fisheries are not included
in official national accounts, nor is informal (and
illegal) logging.’ In order gradually to improve
environmental protection and management,
Mozambique needs a sustainable approach to
land tenure® that takes into account environ-
mental and poverty reduction objectives. Again,
land distribution is not sufficiently regulated and
is a target for corrupt practices.

Poor households rely disproportionately on natu-
ral resources and the environment for their liveli-
hoods and income. The poor are more vulnerable
to natural disasters such as droughts and floods
and to the ongoing impacts of climate change.
Intact, functioning ecosystems provide services,
such as food, water and fuel, and climate regu-
lation, on which nations and people rely to earn
income from agriculture, fishing, forestry, tou-
rism and other activities, and which are closely
associated with food and energy security (UNDP,
2012). An Environmental Affairs Ministry study es-
timates that the annual economic loss resulting
from environmental degradation and the inef-

> Most of the constraints facing the agricultural and fishing sector are
of a structural nature and need to be tackled in order to meet the
challenges of poverty and growth. These constraints include a lack
of basic services that would allow producers and fishermen to make
the best use of the relative abundance of the natural resource base.
©The 1997 Land Act embraces customary African law in its innovative
land tenure strategy, giving substantial control to local authorities in
the delimitation and allocation of land use rights, dispute resolution,
and the subsequent management of resources.
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ficient use of natural resources is 17 per cent of
GDP, or $1.5 billion.” The cost of inaction regarding
management of natural resource extraction that
does not take due account of social and environ-
mental considerations is therefore too high for
Mozambique to ignore.

2.5 Social development and an
inclusive green economy

Mozambican society is very diverse culturally,
politically and socially, and in regional, economic
and subsistence terms. The total population was
23.7 million in 2012 and is growing at an average
rate of 2.7 per cent a year. The National Statistics
Institute forecasts that the population will reach
approximately 33.2 million by 2025 (INE, 2012)28
It is an essentially young population (about 65
per cent), most people being of school age and
living in rural areas (about 36.4 per cent) (INE,
2013). The sustainable development dilemma fa-
cing the Government is to promote an economic
transformation that creates jobs and increases
human well-being without increasing environ-
mental pressure. The Government also needs to
ensure social development for a prosperous fu-
ture through investment in health, education and
vocational training (ENDe, 2014).

Mozambique has made progress in terms of hu-
man development, the emphasis being placed
on access to water and health care (the country
has about 13 doctors and 26 nurses per 10,000
inhabitants) (INE, 2013). It is still very dependent
on international donations, however, and is ma-
king only slow progress towards poverty reduc-
tion and improved quality of life. Despite many
years of stable macroeconomic growth, the living
conditions of most people have not improved
(box 1). While Mozambican society is inclusive
in the sense that it does not particularly exclude
any social, religious or ethnic group, there is still

7 http://www.unep.org/newscentre/Defaultaspx?Documen-
tld=2797andArticleld=10947#sthash.nA3iFnZS.dpuf

8 This means that in 2025 there will an additional 9.4 million inhabi-
tants, in other words, the population will increase by 39.6 per cent.
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an imbalance between the richer southern region
and the centre and north (Bertelsmann Stiftung’s
Transformation Index, 2012).

According to the national food security and nu-
trition strategy (see chapter 4), environmental
quality and climate change vulnerability are ma-
jor causes of food insecurity in Mozambique. En-
vironmental degradation and climate variability
exacerbate malnutrition. The strategy gives some
guidance on how an inclusive green economy
could increase families' resilience to seasonal va-
riations in production. Investment in production
system resilience would ensure that agriculture
did not suffer from seasonal variations in the pro-
duction cycle.

Box 1: Human development

Mozambique is a very young nation in that the
majority of the population is under the age of
35.The increase in the budget for social welfare
programmes to meet at least some expecta-
tions and mitigate social unrest in recent years
has been a positive development. Nevertheless,
growing food insecurity and rising costs of living
are undermining sustainable growth for the 54
per cent of the population living in poverty (Hof-
man, 2013).

The high demand for Mozambique's resources
and land by rising powers could be an opportu-
nity for social development if business enterprises
also invest in human resources by offering Mo-
zambicans vocational training.

The literacy rate of adults rose from 45 per cent in 2001 to 56.1 per cent in 2010. Male literacy (70.8 per cent)
is higher than female (42.8 per cent). The enrolment rate of girls, both in primary (109 per cent) and secondary
education (23 per cent), continues to be lower than that of boys (121 per cent, and 28 per cent, respectively).
The prevalence rate of HIV/AIDS in adults in 2011 was 11.5 per cent, continuing to be a major challenge to the
country. The infant mortality rate has fallen from 125 to 86.2 per 1,000 live births (PNISA, 2012).

Urban population stands at 31.9 per cent of the
total, and it has been growing at 3.3 percent
between 2010 and 2015 compared to the na-
tional average population growth of 2.5 percent
over the same period®. This has contributed to
great pressure on the environment through the
demand for new housing (reducing green areas
in the urban belt), pressure on infrastructure and
the proliferation of informal settlements in all
cities and towns. It has also put pressure on the
employment market, which is unable to meet
the demand for jobs. Consequently, the number
of destitute people has grown, worsening urban
poverty. The occupation of spaces in dangerous
areas (beside electricity transmission lines, in the
protective strip along railways, in areas prone to
flooding, and on steep slopes) has also increased.

? http://data.un.org/CountryProfile.aspx?crName=mozambique#-
Social

There has been a significant increase in access
to health care, especially in rural areas, from 78
per cent in 2013 to 82 per cent in 2014. In edu-
cation, substantial progress has been achieved in
terms of access and gender parity. Between 2013
and 2014, net enrolment of six-year-old children
increased from 76 to 93 per cent (table 2), similar
to the change in countries such as Ghana and Na-
mibia. Furthermore, every year more children are
in the education system as a whole. Nonetheless,
challenges still remain in school retention and qua-
lity of learning outcomes. Progress has not been
even across all dimensions of social development,
with slower progress in water and sanitation.

2.6 Conclusion

The strong performance of the economy in the
last decade or so has been supported by the de-
termined implementation of credible macroeco-
nomic policies and a favourable external envi-



Table 2: Social indicators
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Sector Indicators 2013 2014 2014 achie-
planned planned ved

Health Complete vaccination coverage of children under the | 78% 81% 82%

ageof 12

Coverage of family planning 24% 27% 28%
Education Net enrolment of six-year-olds 77 4% 77% 96.3%

Net enrolment of girls 77 4% 76% 93.2%
Employment | Jobs created 257 183 290.816
Water Number of sources operating in rural areas 23 20 25

New connections 52 47 48
Energy New connections 108 100 118

Population with access to electricity 39% 42% 45.3%

Source: Compiled from BdPES (2013 - 2014).

ronment. The unprecedented inflows of foreign
direct investment in the extractive sector fol-
lowing the discovery and exploitation of natural
resources came on the back of rising prices of
commodities, particularly aluminium and ener-
gy products. The economy has undergone mini-
mal structural transformation, however, and the
macroeconomic policy framework has focused
on sustaining economic growth and price and
exchange rate stability. Although some aspects
of structural reform are being implemented, na-
tional accounts data and the outlook for the fore-
seeable future show that the productive base will
remain largely dependent on natural resources,
concentrated in a few megaprojects involving
coal, gas and aluminium.

Structural reform is a priority if the economy is to
remain flexible and resilient to external shocks.
Fiscal instruments have been used to promote
investment and attract foreign investors to the
manufacturing sector linked with aluminium and
other extractives. Since most investment in the
natural resource extraction sector are capital-in-
tensive, however, such incentives are regressive
as they do not result in job creation and income
for the poor. As an offsetting strategy, the Govern-
ment has ramped up social spending on basic
services, focusing on extending access to water,
health and energy in rural areas. The Government
is also offering incentives for basic infrastructure

development, rural commerce and industry, ma-
nufacturing and assembly, agriculture and fishe-
ries, hotels and tourism, science and technology
parks, and large-scale projects. It remains to be
seen whether the private sector will respond po-
sitively and whether social spending will benefit
economic transformation in the long term.

Through a green economy, Mozambique could
begin to translate the many years of stable
macroeconomic growth into significant improve-
ments in the living conditions of the majority of its
people. Many social stressors are increasing social
spending, including the exponential growth of the
urban population, demand for infrastructure and
housing, unemployment, and a growing young
population. Some of the social components of
tax outlays from exploration of natural resources
should be in the form of targeted investment in
human resources, particularly the technical skills
needed to restructure, diversify and transform the
economy. These considerations, together with the
fact that the level of social development and the
quality of infrastructure are still below the desired
level, meant that the country should implement
a macroeconomic policy framework that fosters a
green economy using wealth from natural capital
to drive the transition.
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3. Structural transformation agenda

The structural transformation agenda of Mozam-
bique can be traced back to its independence.
Since 1975, the country has developed many pro-
grammes to boost sectors other than agriculture
and services, which were the main sources of reve-
nue for the State and contributed greatly to GDP.
An enormous effort was made to bring sectors
such as industry, fisheries, and mining into exis-
tence. Industrialization was seen as vital to struc-
tural transformation and a strategy for it immedia-
tely developed. Mozambique was at that time fol-
lowing in the footsteps of many countries across
Africa. The main objective was to reduce imports
of manufactured goods and exports of raw mate-
rials. The plan was to build a processing industry
alongside an extracting industry, which required
a wide-ranging structural transformation agenda.

The economic policy implementedin 1975 sought
to alter the economic structure inherited from the
colonial period. Land, health services, education,
and law firms were nationalized. During the first
decade of independence, the State and exter-
nal resources were the main drivers of economic
growth. Under the planned socialist economy,
Mozambique sought to diversify its economy and
invested heavily in every sector. Initial production
results were positive but all initial improvements
were then lost as a result of various factors: the
war that broke out in 1976, mismanagement,
tight market control by the State, inefficiency, and
many others. Programmes such as the Plano Pros-
pectivo Indicativo developed in the 1980s were
not enough to revive the economy.

With a crumbling economy, Mozambique formal-
ly joined the World Bank and the International
Monetary Fund in September 1984 and a new set
of structural transformation policies was applied
under the structural adjustment banner (Hanlon,
1991). As part of its membership of the Bretton
Woods's institutions the country opened its mar-
ket, neoliberal policies were incorporated in the

structural adjustment programme, and the eco-
nomic rehabilitation programme adopted in 1987
opened the economy to foreign direct invest-
ment. Trade liberalization was accompanied by
structural reforms that made the State the regula-
tor and facilitator of the economic activity, instead
of a direct operator in the productive economic
sector as it had been during the first ten years of
independence.

The macroeconomic reforms initiated in 1987
went further in 1994 and were accompanied by
profound political transformations. Since then,
Mozambique has had continuous growth rates,
which can be seen as the result of sound macroe-
conomic policies complemented by a series of
structural policy reforms, strongly supported by
donors and favourable global economic condi-
tions, especially commodity prices. In the im-
mediate post-war phase, macroeconomic policy
reforms focused on liberalizing the exchange
and trade system and reducing fiscal imbalances
and the role of the State in the economy. Later
on, as market institutions and mechanisms be-
gan to operate, macroeconomic policies sought
to reduce vulnerability and increase resilience to
shocks (IMF, 2013). Although it can be argued that
Mozambique has been growing since 1987, it suf-
fered severe setbacks during this period. Examples
include the complete destruction of some com-
petitive industries, such as tea (1993), cashew nuts
(1994) and glazing (1997), and the almost total di-
sappearance of the textile, construction materials,
metallurgy and metal mechanics industries.

3.1 Macroeconomic policy
changes and their influence on
structural transformation

The country has implemented significant macroe-
conomic policy changes in the past 15 years in-
fluenced by the implementation of the poverty



reduction strategy papers (Plano de Ac¢éo para a
Reducdo da Pobreza Absoluta). Those policies tar-
geted structural transformation in a broad sense.

Poverty Reduction Action Plan | (2000-2005), ai-
med to reduce absolute poverty from 70 per cent
in 1997 to less than 60 per cent in 2005. Six priority
areas were defined: education; health; agricultu-
re and rural development; development of basic
infrastructure; good governance; and macroe-
conomic and financial management. The Action
Plan focused on growth over a broad spectrum,
with policies aimed at promoting investment
and increasing productivity. The philosophy was
centred on ideas such as rapid, inclusive and in-
tegrated growth. The particular concerns were
the weak economic structure, low level of inno-
vation, difficulties of access of distant regions, and
the low educational level of the workforce. These
were considered major impediments to regional
competitiveness and in order to tackle them the
Action Plan advocated administrative decentrali-
zation as a necessary step towards poverty reduc-
tion. Other important issues were employment,
housing, transport, the environment, technology
and natural disasters.

Poverty Reduction Action Plan Il (2006-2009), ai-
med to reduce absolute poverty from 54 per cent
in 2003 to 45 per cent in 2009. All six priority areas
defined in the first action plan were maintained
in the second. The development strategy focused
on three pillars: governance, human capital and
economic development. The second action plan
was more concerned with national economic in-
tegration and increasing production: national pro-
duction was seen as a fundamental tool for po-
verty reduction and proper incentives were to be
created. It focused mainly on local development
by concentrating efforts at the district level, and
on small and medium-sized enterprises. It was
much more concerned with the private sector
than the previous plan and sought to facilitate the
overall business environment and improve the
business climate in order to encourage domestic
and foreign investment as one of its top priorities.
The collection of taxes and revenue was another
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priority. Other important concerns were gender,
HIV/AIDS, the environment, food security and
nutrition, science and technology, rural develop-
ment, natural disasters and mine clearance.

The Five-Year Plan 2010-2014 acknowledged the
increasingly important role of private investment
in the economic development of the country and
reaffirmed the previous government policy ini-
tiatives of attracting both domestic and foreign
investors. It set out a general poverty reduction
strategy that involved tackling both rural and ur-
ban poverty.

The Poverty Reduction Action Plan 2011-2014
was adopted as a strategy for implementing the
Five-Year Plan. Taking into account the realities on
the ground, the Government adopted a new po-
verty-reduction strategy in which the concept of
absolute poverty was eliminated. The main goal
now was to reduce the poverty incidence from
54.7 per cent in 2009 to 42 per cent in 2014 and
to achieve the objective of inclusive economic
growth for poverty reduction. Pro-poor growth
was now the key philosophy and food pover-
ty was the major concern. The Government set
three general objectives: to boost production
and productivity in the agricultural and fisheries
sectors; to promote employment; and to foster
human and social development. The supporting
pillars were: good governance, and macroecono-
mic measures (macroeconomic and fiscal mana-
gement). Macroeconomic stability was therefore
a central concern. Investment in agriculture was
seen as the way to boost productivity in the fa-
mily sector, while diversification of the economy
by supporting micro, small and medium-sized en-
terprises was seen as a tool for fostering human
social development.

Urban Poverty Reduction Plan 2010-2014. No-
ting that urban poverty was rising rapidly, the Go-
vernment adopted this plan alongside the five-
year poverty reduction action plans. It was a clear
indication of the Government's concern to re-
duce poverty on a broader spectrum. The funda-
mental objectives were promoting employment,
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funding for small and medium-sized enterprises,
and social protection. Inequality was considered
a growing threat to urban areas. The urban po-
verty reduction plan has potential for fostering an
inclusive green economy and structural transfor-
mation in cities.

Agenda 2025 (2013-2025). First approved in
2004 and revised in 2013, Agenda 2025 is an im-
portant instrument in that it presents Mozam-
bique’s long-term vision on development. Diffe-
rent from previous strategies, the Agenda reflects
a broad-based decision-making process that in-
cludes civil society. Aimed mainly at poverty re-
duction, the Agenda, seeks to tackle issues such
as human capital shortages in the country by im-
proving education and training, disease control
and the provision of basic services. In terms of
economic development, it seeks: to modernize
the economy through macroeconomic stabiliza-
tion, rural development increased competitive-
ness and technological transformation; promote
savings and investment; and invest in infrastruc-
ture favourable to development efforts. The main
economic objectives are: to expand the business
sector; enlarge the tax base; encourage the in-
formal sector to become formal; promote invest-
ment of national and international capital; to di-
versify production; and decentralization. Agenda
2025 (in the revised version) recognizes that the
exploitation of natural resources in Mozambique
does not take into account the principle of sus-
tainability. Malpractice is widespread in every sec-
tor, legislation is usually ignored and state fiscal
capacity is still weak. Conservation is therefore a
core preoccupation of the revised agenda, which
is in line with trends in the exploitation of natu-
ral resources in Mozambique. They are therefore
seen as the main driver of job creation, economic
growth and equitable development. Environmen-
tal preservation is also a major concern.

National Development Strategy (ENDe) 2015-
2035. The main objective is “to improve the po-
pulation’s conditions through economic structu-
ral transformation, and expansion and diversifi-
cation of the production base” The Strategy fo-

cuses on the industrialization process, seeking to
bring about integrated industrialization by using
appropriate technologies and developing a
skilled workforce. Industrialization is seen as the
driving force for economic development, crea-
ting employment, increasing capital accumula-
tion and boosting other key sectors such as agri-
culture and fisheries. The development strategy
focuses on three pillars: human capital develop-
ment; development of infrastructure; and insti-
tutional organization, linkage and coordination.
Structural transformation should focus on deve-
lopment priority sectors, such as agriculture and
fisheries, manufacturing, the extractive industry
and tourism. In order to push the modernization
process forward, ENDe envisages incentives for
the private sector and financial mechanisms for
public investment.

The Government has implemented a number of
fiscal measures to enhance resource mobilization
and align government revenue collection with
poverty alleviation objectives. In this regard, the
introduction of value added tax (VAT) in 1999 was
also an important milestone, and was followed by
a new and more transparent income tax code in
2003. The revenue authority (Autoridade Tributa-
ria de Mocambique) was established in 2005, and
Mozambique entered a new phase of reforms to
improve direct taxation and reduce distortions
and tariff barriers. Expenditure policies focused on
prudent management of fiscal resources for the
benefit of priority and social sectors, and chan-
nelled aid to building infrastructure and assisting
the socially disadvantaged (IMF, 2013).

Since its inception the revenue authority has de-
veloped a wide range of taxes, including corporate
tax, personal income tax, specific consumption
tax and customs duties. Taxes are fundamental for
state revenues and public investment (in public
services and goods: infrastructure, health, edu-
cation, water, transport, sanitation, and others).
Before the authority was established and taxes in-
troduced, Mozambique faced huge shortages of
revenue, which meant that the State was heavily
dependent on external aid for public investment.



In 1998 the country started to implement an am-
bitious reform agenda to improve the efficiency
of its tax system. Since then, revenue collection
has been increasing (AFRODAD, 2011).

Aid dependency has been declining as a result
of the increased capacity to collect taxes. The
reforms initiated in 1998 have enabled Mozam-
bique to increase revenues steadily from 10.8
per cent of GDP in 1999 to 16.4 per cent of GDP
in 2008. Table 1 above shows a steady trend of
increased revenue from tax collection. The tax
system has been a major contributor to the state
budget. Both poverty reduction action plans
were favourable to tax reforms as a tool for po-
verty reduction. Raising domestic resources was
fundamental for national development strate-
gies. According to some sources, expenditure has
increasingly been funded by internal resources,
fiscal resources being of great importance (AFRO-
DAD, 2011). A clear, functional and effective tax
system was essential for structural transformation
in three key aspects: it improved the business
environment; attracted private investment; and
promoted production and exports.

The challenge of achieving a green economy and
sustainable development with structural trans-
formation differs from country to country, de-
pending on stage of development and policies.
For countries with low levels of development like
Mozambique, which are commodity-based and
where subsistence farming is still the predomi-
nant source of livelihood, the challenge involves
resolving a specific dilemma: on the one hand,
structural transformation is necessary for achie-
ving substantial and broad-based improvements
in human well-being but, on the other, structural
transformation, together with rising affluence and
a growing population, will necessarily intensify
environmental pressures through: rising demand
for natural resources, including material and ener-
gy inputs used in production; the increased waste
and pollution; and greater relative reliance on
non-renewable resources (UNCTAD, 2012).
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According to one theory, structural transforma-
tion is essential to the economic growth of most
underdeveloped countries. According to this prin-
ciple, countries should be able to diversify their
economic activities, reducing dependency on a
specific sector. Industrialization often begins with
manufacturing industries with low added value,
such as the manufacture of clothing, and then
moves to a higher category in value chains, such
automobiles, appliances and electronic goods,
gradually moving from the most basic assembly
of imported raw materials, to semi-processing
and eventually to product design. Manual labour
also moves from lower value added sectors to
sectors with higher added value, and from infor-
mal self-employment to more formal employ-
ment contracts.

Overthe past decade, the private sector and major
projects (aluminium, gas and energy) in Mozam-
bigue have had a significant impact on national
production indicators and external trade but little
on employment and household income. With the
entry into production of some of the new major
investments, in particular in the mining sector
and infrastructure, the Mozambican economy
has seen further transformation in the form of a
more robust private sector, but most small and
medium-sized companies associated with mega-
projects are in effect foreign-owned as a result of
foreign direct investment. The few national inves-
tors are risk-averse in this new environment. There
are opportunities, but few of them are seized be-
cause lack of incentives and credit, high interest
rates, lack of infrastructure, and tax-related issues
are impeding a more aggressive posture. The
elimination of regulatory barriers and the fiscal
burden, a growing qualified workforce, and other
policy changes are contributing to slow transfor-
mation but more needs to be done.
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Table 3: Relating macroeconomic policies and strategies to structural transformation

Policy and strategy

Features supporting structural transformation

Poverty Reduction Action Plan |
(2001-2005)

« Promoting investment and increasing productivity
- Developing basic infrastructure

- Strengthening the economic structure

«  Promoting innovation

« Improving interregional accessibility

- Raising the educational level of the workforce

Poverty Reduction Action Plan I
(2006-2009)

«  Developing incentives to increase production

«  Focus on small and medium-sized enterprises

- Focus on the private sector

- Facilitating the business environment

-+ Encouraging domestic and foreign investment

- Collecting taxes to increase revenue

« Promoting science and technology throughout the country

Five-Year Plan (2010-2014)

- National entrepreneurship development

« Infrastructure development

« Human capital development

- Development of economic and social infrastructure

« Promoting and expanding entrepreneurship

- Promotion of public and private investment

- Stimulating increased productivity through technology transfer, re-
search and innovation

« Promoting expansion of banks and microfinance institutions

« Removal of barriers to domestic and foreign investment

«  Promoting the emergence and development of micro, small and
medium-sized enterprises

- Promotion, creation and development of special economic zones,
industrial free zones and zones for tourism

Poverty Reduction Action Plan
(2011-2014)

-+ Boosting production and productivity in the agricultural and fishe-
ries sectors

- Promotion of employment

« Investment in agriculture to boost productivity in the family sector

- Diversification of the economy by supporting micro, small and me-
dium-sized enterprises

Urban Poverty Reduction Plan (2010-
2014)

« Employment promotion
« Funding for small and medium-sized enterprises and social protec-
tion.

Agenda 2025 (2013-2025)

« Modernization of the economy through macroeconomic stabiliza-
tion and rural development

« Increased competitiveness and technological transformation

- Promotion of savings and investment

« Investment in infrastructure favourable to development efforts

«  Pushing the informal sector to become formal

- Promoting investment of national and international capital

- Diversification of production

ENDe (2015-2035)

« Infrastructure development and expansion

-+ Expansion and diversification of the production base

« Industrialization through integrating sectors such as agriculture and
fisheries

- Promoting the use of appropriate technologies

«  Train the workforce

Source: Various Official Documents of the Government of Mozambique.



3.2 Economic structural
transformation: agriculture and
industrialization

The agricultural, industrial and service sectors all
have great economic potential. The challenge
lies in transforming an agricultural sector domi-
nated by small producers into a sector characte-
rized by medium and large commercial producers
(agro-business), and developing food and manu-
facturing industries based on natural resources
(particularly mining exploration) and tourism.

There are arguments for and against investing in
large commercial producers. On the positive side,
Mozambique could augment its current produc-
tion for domestic consumption and export, but it
could also face land tenure problems and cripple
small producers, who would be cast out because
of their lack of competitiveness. Unemployment is
most likely to emerge in rural areas. On the other
hand, current smallholder farmer techniques
make production in the family sector very low,
which leaves the country with shortages only
compensated for by high food imports.

Growth in the agricultural sector has accompa-
nied the economic growth of the country but has
been achieved mainly by extending cultivated
areas and absorbing more labour, rather than
through technological change and more inten-
sive labour and land use in order to free the labour
force for more productive sectors, thus contribu-
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ting to economic transformation (MozSAKSS,
2011). Agricultural productivity remains low and
competitiveness still needs to improve greatly.
The challenge of economic transformation re-
quires an increase in agricultural productivity that
will drive the development of a more productive
value chain in the non-agricultural sector, such as
industry and services.

The main points of the National Development
Strategy (2015-2035) that will guide the structu-
ral transformation of Mozambique in the coming
years are outlined in box 2.

The transformation of agricultural activity is a
fundamental element of the industrialization
strategy for two reasons: first, because incorpora-
ting the rural population in the market economy
and increasing agricultural workers’ income are
necessary conditions for the enlargement of the
domestic market; and second, because industrial
growth and competitiveness depend upon grea-
ter supply at lower prices of agricultural products,
both those used as inputs that will directly affect
industrial costs, and foodstuffs that will affect the
cost of living and therefore the cost of the labour
required by industrial activity.

Agricultural and fisheries production is crucial for
food and nutritional security and the well-being
of the population and contributes around one
third of GDP. About 97 per cent of production co-
mes from 3.2 million subsistence farms averaging
1.2 hectares (SIDA, 2010).

Box 2: Structural transformation and industrialization

The National Development Strategy assumes that integrated economic and social development involves struc-
tural transformation of the economy to make it competitive and diversified. It adopts a holistic approach in
which industrialization is the main means of achieving the goal of prosperity and competitiveness based on an
inclusive and sustainable growth model, ensuring that natural assets continue to provide the resources and envi-
ronmental services on which the well-being and continued progress of the country depend. The National Deve-
lopment Strategy intends to adopt a development paradigm according to which industrialization results from an
integrated interaction of forces using appropriate technologies and a skilled national labour force. It is assumed
that industrialization must play a key role in boosting the economy by boosting the development of key sectors
(agriculture and fisheries), job creation and education and training. The National Development Strategy identifies
the main challenges as: increasing the competitiveness of the economy through diversification; investment in
development poles; investment in human capital, infrastructure, and research and innovation. (Estratégia Nacio-
nal De Desenvolvimento, 2014)
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Fishing is an important activity for food secu-
rity and generating income for households and
the country. The fisheries sector faces several
constraints, including weak capacity to inspect
fishing and lack of knowledge leading to the use
of inappropriate fishing gear. Furthermore, the
facilities for conserving and marketing fisheries
produce are limited in many fishing areas. In order
to promote agricultural and fishing production
and productivity the priorities are to improve and
increase access to production factors, facilitate
market access and improve the sustainable mana-
gement of natural resources (land, water, fisheries
and forests) (PARP, 2011).

3.3 (Conclusion

The private sector remains crucial for growth in
Mozambique, most megaprojects being led by
large corporations. Their limited contribution to
job creation means, however, that the country
needs to support small and medium-sized enter-
prises to be part of the megaproject value chains
in the mining and extractives industry, manufac-
turing and distribution.

For inclusive growth that reduces poverty, espe-
cially among young people and the rural popula-
tion, the challenge is: to diversify sources of eco-
nomic growth; integrate capital-intensive mega-
projects into the government poverty reduction
strategy by linking them to the wider economy;
and to develop the agricultural sector. Both in-
creased direct investment and rising productivity
are vitally important for agriculture as a founda-
tion for sustainable growth, poverty reduction

and job creation. The sector already employs a
majority of Mozambicans, but its productivity and
contribution to GDP have not been increasing. A
critical mass of the labour force is in the sector,
which needs to be linked to the mainstream eco-
nomy (industry and manufacturing) if the sector is
to benefit from structural transformation, through
value chains, for example. Employment has been
shifting slowly to the more productive sectors, but
this too shows a misalignment between the skills
required in industry (megaprojects) and in agri-
culture and the rest of the economy. Investment
should therefore be increased in education, skills
development and infrastructure, and markets and
institutions linking agriculture and industry.

Sustainable development of the country also
hinges on how natural resources are managed
going forward. Natural resource management will
have to be a priority, as most economic activities
(coal, gas, aluminium, agriculture, and fisheries)
are based on natural resources. Strengthening re-
gulations and the institutions responsible for natu-
ral resource management is one way of ensuring
sustainable natural resource management. Howe-
ver, the multi-stakeholder nature of the interests
involved in natural resources requires concerted
efforts by all the government machinery, the pu-
blic, and non-state actors. For the Government,
it is important that the medium-term develop-
ment plans and macroeconomic policies (fiscal
and monetary) driving structural transformation
should be intrinsically linked to natural resource
dynamics and social development. In particular,
inclusive green growth, poverty eradication and
sustainable use of natural resources must be in-
built policy targets.
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4. Inclusive green economy agenda and
structural transformation

After emerging from three decades of armed
conflict, Mozambique has achieved economic
and social progress, and its efforts over the last
20 years in response to the recommendations of
the United Nations Conferences on Sustainable
Development have resulted in progress towar-
ds sustainable development. It also launched a
roadmap to a green economy during the Rio+20
Conference, seeing the green economy as a
vehicle for achieving sustainable development.
The first step Mozambique took in this direc-
tion was the environmental legislation which is
a starting point for the green economy strategy:
the preservation and sustainable use of existing
natural resources, waste minimization and ma-
nagement, efficient management and allocation
of water resources, preservation of marine and
coastal biodiversity and integration of climate
consideration in the urban planning process.

The adoption of the Green Economy Roadmap
and the Green Economy Action Plan for the transi-
tional period 2013-2014 are clear indications that
Mozambique is moving forward in its green eco-
nomy agenda. Although various steps were taken
before these documents were adopted, they send
a clear message of intent regarding an inclusive
green economy.

4.1 Mozambique’s inclusive
green economy agenda

In Mozambique, most economic activities, espe-
cially those providing means of subsistence for
poor people and income generation, depend es-
sentially on available natural capital for food sup-
ply (agriculture), tourism, mining, energy, timber,
and fishing. A recent study of resources indicates
that the natural, renewable and non-renewable
capital of the country represents about 49 per

cent of total wealth (Mozambique, 2014). This
suggests that it will continue to rely heavily on
natural resources.

The Green Economy Roadmap in the Context of
Sustainable Development and Poverty Eradica-
tion, outlines the steps to be taken in the process
of transition to an inclusive green economy by the
year 2030, and contains a declaration of intent to
accelerate sustainable development in the eco-
nomic, social and environmental fields. It states
that the overall objective of the transition to a
green economy is to “make socioeconomic deve-
lopment sustainable, and more resilient to climate
change, protecting, restoring and making rational
use of natural capital and its ecosystem services
for the benefit of current and future generations
of Mozambicans” The goals include "guaranteeing
social equity in the distribution of the benefits of
natural capital and its ecosystem services”and “ex-
ploiting development opportunities that contri-
bute to the reduction of poverty, the creation of
green, decent jobs, the restoration of the environ-
ment and access to services and clean technolo-
gies"(Mozambique, 2012).

The Roadmap identifies three pillars as important
for green growth in Mozambique: sustainable
infrastructure (energy, transport and cities); effi-
cient and sustainable use of natural capital (land,
freshwater and marine, and minerals); and stren-
gthening livelihood resilience and the capacity for
adaptation (climate and physical, economic and
social). Accordingly, implementation of the Road-
map is in fives phases and started in 2012 with its
detailed development and expansion to include
all sectors, mobilizing resources and partnerships,
and development of an integrated implementa-
tion matrix for a green economy in Mozambique
and a green growth plan. It also included: establi-
shing metrics for the green economy; integrating
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Table 4: The Green Economy Roadmap

Phase/year

Selected activities

2012: Detailed development and
expansion of the roadmap to all
sectors, mobilizing resources and
partnerships, and development of an
integrated implementation matrix
for a green economy in Mozam-
bique, and of a green growth plan.

Drafting an integrated implementation matrix and a green growth
plan

Strengthening national awareness and understanding of the impe-
rative to act for a green economy

Creation of a multisectoral national decision-making platform for a
green economy

Inclusion of green economy considerations in the national planning
and budget system

Coordinating and mobilizing funds, partnerships and resources to
support a green economy

Inclusion of green economy considerations in the national develop-
ment strategy

Establishing a system and indicators for monitoring the transition to
a green economy.

2013: Establishment of systems, indi-
cators and metrics, and carrying out
the actions listed in the integrated
implementation matrix for a green
economy

Training sectors for adoption and implementation of the integrated
implementation matrix and the green growth plan

Form new units in Government specializing in the green economy
(ministries for the coordination of environmental affairs, finance,
etc)

Establishing integrated knowledge about natural capital

Mapping, evaluation and planning of natural capital

Quantification and characterization of the benefits of natural capital
in the national economy

Integration of green economy considerations in the national plan-
ning and budgeting system;

Coordinating and obtaining funds, partnerships and resources to
support a green economy

Design of a sustainable public accounts system including natural
capital and the green economy

Monitoring progress in the transition to a green economy
Strengthening national awareness and understanding of the green
economy

Adaptation and revision of environmental governance procedures
Promotion of accelerated development zones and research centres
for a green economy.

2014: Inclusion of the principles and
objectives listed in the integrated
implementation matrix for a green
economy and the green growth
plan in national planning processes
to facilitate the first phase of the
transition in the next Five-Year Plan
(2015-2020)

Inclusion of the green economy in macro planning and budget
documents (five-year plan, poverty reduction action plan, and me-
dium-term fiscal scenario);

Distribution of maps and knowledge of natural capital and ecosys-
tem services

Monitoring progress of the transition to a green economy
Promotion of accelerated development zones and research centres
with a focus on green technologies

2015-2030 (five-year plans).

Implementation of the green economy from the macro planning
and budget documents and periodic assessment of the progress
made in implementing it in accordance with the macro documents

2030 (target year)

Source: Mozambique, 2012.

The Mozambican economy transformed into a green economy
centred on people and sustainable, efficient, equitable use of natu-
ral capital, a middle-income, inclusive country, based on the right to
development, within global limits.



green growth into national development plan-
ning processes; and adjusting the macro planning
and budgeting processes in accordance with the
green economy (table 4).

According to the Roadmap, the legal provisions,
policies, strategies, programmes and institutions es-
tablished are fundamental for a swift transition to
an inclusive green economy in Mozambique. The
focus is on implementing policies around four dis-
tinct areas: policies on regulating the conservation,
exploitation and management of natural resources;
fiscal policies focusing on taxation; investment po-
licies directed towards infrastructure development,
training and funding producers; and institutional
policies aimed at strengthening national institutions
through capacity-building, transformation and best
governance practices (Mozambique, 2012).

The Green Economy Action Plan provides the
policy framework for the transitional period
2013-2014 (box 3). Together, the two documents
provide guidelines for the full integration of the
green economy into -Five Year Plan and the na-
tional planning process for 2015-2019. The Ac-
tion Plan was developed with a view to providing
specific guidance on the integration of policies
to make Mozambique an “inclusive, middle-inco-
me country, based on the protection, restoration
and rational use of natural capital and ecosystem
services, ensuring inclusive and efficient develop-
ment within global limits"'®

Box 3: Green Economy Action Plan

Inclusive Green Economy Policies and Structural Transformation in Mozambique

A major concern of the Roadmap and the Action
Plan is efficient use and rational exploitation of
natural resources. As indicated in the Roadmap,
understanding the value of natural resources and
their potential contribution to economic and so-
cial development, and managing the risks invol-
ved in using them will be crucial for the transition
to a green economy. The many different types of
natural resources in the country (table 5) include
massive areas of fertile arable land, vast areas sui-
table for aquaculture, forestry, wildlife and fishing
resources, important river basins, mineral re-
sources and a long coastline with major economic
and environmental potential.

During the transition period, the country has in-
tensified integration of green economy principles
into national development plans as envisaged in
the Action Plan and Roadmap. Some of the poli-
cies adopted or transformed to provide incentives
and ensure the transition to a green economy are
set out below (table 6). The policies range from
sustainable development and environmental
conservation policies and instruments, to science,
education, and the social sector.

In addition to these overarching strategies, over
the years the Government has adopted sectoral
policies and strategies that contribute to sustai-
nable use of natural resources, and these too will
have to be adjusted in the implementation of the
various elements of green growth. According to
the Roadmap, national and sectoral policies that

The Action Plan describes the main actions to be implemented in the transition period 2013-2014: mapping,
evaluating and planning natural capital; assessing technical-institutional capacity for the implementation of the
green economy approach, including its integration into the planning processes; and identifying sectoral policies
that may contribute to a green economy and set priorities among them. The general objective of the Action Plan
is to guide the integration of policies, practices and environmentally sustainable actions in planning mechanisms
to make Mozambique an “inclusive medium-income country based on the protection, restoration and rational
use of natural capital and ecosystem services, ensuring inclusive and efficient development, within global limits”.
Its purpose is to prepare the country and all important sectors in order to be able to define and implement key
actions that promote and accelerate an inclusive and efficient transition to a green economy, starting with their
integration in current and future government plans and development.

10 http://www.mz.undp.org/content/mozambique/en/home/
presscenter/articles/2013/12/15/mozambique-adopts-green-eco-
nomy-action-plan-html
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Table 5: Main natural resources of Mozambique*

Resource Characteristics

Agricultural resources and soil use

It is estimated that about 36 million hectares (approximately 45 per cent
of the total area of the country) have recognized agricultural potential.

Forest, vegetation and biomass

Forests and other native vegetation cover about 62 million hectares or 78
per cent of national territory.

Wildlife lllegal hunting, war and drought have caused a major decline in the di-
versity and wildlife wealth of the country. There are indications that some
species are now critically endangered or even extinct.

Rivers Mozambique has a coastline of about 2,700 kilometres on the Indian

Ocean, which, together with the Mozambique Channel, constitutes an
active marine area with a huge variety of biotic and abiotic resources.

Fishing and aquaculture

Mozambican fishing has an estimated potential of 391,400 tonnes, 42,000
tonnes of which are in inland waters.

Mineral and energy resources

The principal mineral resources are energy minerals (coal and natural
gas), metallic minerals (gold, iron and copper) and non-metallic minerals
(marble, precious stones and limestone) and mineral water.

Source: Compiled from PEDSA (2010-2019), PNISA (2014-2018) and Environmental Strategy for Sustainable Development.

* Recent discoveries of natural gas reserves in the north of the country bode well for economic growth.

are aligned or would support the transition to a
green economy include: the Territorial Planning
and Organization Act and policy; biofuels poli-
cy and strategy; the new and renewable energy
policy and the strategy for their implementation;
conservation policy; the sustainable develop-
ment strategy; the strategy for action on informal
settlements; the gender strategy; the environ-
ment and climate change strategy; the strategic
plan for development of the agricultural sector;
the water resources management strategy; the
science, technology and innovation strategy; and
the national reforestation strategy. There are also
important plans and programmes to promote
the rational use of natural resources: the national
plan of action to control and prevent wildfires;
the plan of action to prevent and control soil ero-
sion; the disaster management master plan; the
national programme of action to adapt to climate
change; and the environmental education, com-
munication and information programme (Mo-
zambique, 2012).

In institutional terms, according to article 102 of
the Constitution of the Republic of Mozambique,
“the State shall promote the knowledge, map-

ping and evaluation of natural resources and
determine the conditions of their use and exploi-
tation, subject to the national interest”. Various
governmental institutions have been created to
achieve these objectives, including the Ministry
for the Coordination of Environmental Affairs,
the National Council for Sustainable Develop-
ment, and the Environment Fund. On the basis
of the policies adopted, these institutions form a
bridge with all the other development sectors of
the country, coordinating the implementation of
policies, plans and programmes connected with
the green economy.'" The institutional mandate
for the implementation of the green economy lies
squarely with the Ministry for the Coordination of
Environmental Affairs, but green economy units
are also being established in sectoral ministries
as envisaged by the Roadmap. More importantly,
the Ministry of Finance is one of the leading actors
in implementation because of the planning and
budgeting implications of the transition.

" National report to the United Nations Conference on Sustainable
Development (Rio+20).
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Table 6: Relating policies to an inclusive green economy

Policies and strategies

Features supporting an integrated green economy

National Development
Strategy (ENDe)
2015-2035

ENDe states explicitly that environmental issues are an important factor in economic
growth and poverty reduction. The development of agriculture, industry, infrastruc-
ture, energy, tourism, and other activities vulnerable to climate change are to be
taken into account in investment planning.

Agenda 2025
2013-2025

Mentions as a critical uncertainty the capacity for managing natural disasters and
the effects of climate change. It also acknowledges that agriculture, because it is
influenced by the climate, may increase risk.

Poverty Reduction Ac-
tion Plan

It notes that agriculture and food security are vulnerable to extreme climate events,
and sets priorities, including: the construction and rehabilitation of river resource

2011-2014 management systems, taking into account the vulnerability of the country to natural
disasters; promotion of a strategy for the reduction of emissions through defores-
tation and forest degradation, and reforestation and the fight against uncontrolled
fires, and others.

Energy strategy The strategy aims to: bring Mozambique into line with internationally accepted best

practices on efficient use of energy; raise awareness of good environmental prac-
tices; and diversify energy matrix offers, giving particular importance to new and
renewable energy sources.

Food and nutritional se-
curity strategy
2008-2015

It notes that environmental issues are one of the main causes of food insecurity. Its
strategic objectives include: to reduce the incidence of acute and chronic malnu-
trition by improving health conditions, water, sanitation, and food and nutritional
education; to increase household capacity to respond to seasonal variations in pro-
duction and the physical and economic access to appropriate food.

Social security strategy
2010-2014

The basic social security strategy notes that natural disasters linked to poor mana-

gement of resources are one cause of poverty and vulnerability. Its strategic objec-
tives include increasing the coverage and impact of basic social protection for the

poorest and most vulnerable people.

Action Plan for the Green
Economy

(transition period)
2013-2014

It describes the actions to be implemented in 2013-2014 as: mapping, evaluating
and planning natural capital; assessing technical-institutional capacity for the im-
plementation of a green economy approach, including its integration in planning
processes; and identification of sectoral policies that may contribute to the green
economy and setting priorities among them.

Action plan for the pre-
vention and control of
soil erosion

2008 -2018

It sets out a strategy for systematic action to prevent and control soil erosion within
11 years.

Sustainable Develop-
ment Strategy 2007-2017

Seeks to create a common vision for wise environmental management that contri-
butes to poverty eradication.

National Strategy for
Adaptation to and
Mitigation of Climate
Change

2012

The general objective is to “establish guidelines for action to create resilience, inclu-
ding by reducing climate-related risks in communities and the national economy, and
to promote low-carbon development and a green economy through their integra-
tion in the planning process”.

Source: Various official government documents, and the Mozambique Legislation Portal- www.legisambiente.gov.mz.
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4.2 Key sectors for inclusive
green economy and structural
transformation policies

It is essential to link the inclusive green economy
and structural transformation because the struc-
tural transformation process should lead to an
economically sustainable system in which goods
and services are produced continuously, levels
of government and external debt remain ma-
nageable, and sectoral imbalances that damage
agricultural and industrial production are avoided.

The development of manufacturing activities on a
national scale will be critical for structural transfor-
mation to a green economy in Mozambique, but
agriculture and food security, cities and the ener-
gy sector have the highest potential and better in-
terlinkages for the transition to a green economy.
Whether seen through the National Development
Strategy or the Poverty Reduction Action Plan,
agriculture holds the key to broad-based econo-
mic development that reduces poverty. The green
economy is therefore important for instilling eco-
logically sound practices as the country pursues
inclusive economic growth.

In terms of urban development and cities, in-
frastructure will have to keep pace with popula-
tion growth. As the economy develops, it is ex-
pected that most Mozambicans will be living in
urban areas. By 2030, the population will have
increased by 15 million to a total of 38 million, 60
per cent of whom will live in urban areas. These
developments will push energy demand much
higher, so the country needs to increase supply
from renewable sources. As of 2008, peak demand
for electricity was 400 MW, with almost 70 per
cent going to Maputo Province, Gaza and Inham-
bane (Hankins, 2009). The country should focus
on tackling the challenges to structural transfor-
mation and creating conditions conducive to an
inclusive green economy in the agricultural, in-
dustrial and energy sectors.

The first challenge is to transform an agricultural
sector dominated by smallholder farmers. The
country needs to encourage and support growth
from the grassroots up to the level of medium
and large commercial producers (agribusiness)
and develop a food-processing industry if the
goal of becoming a middle-income country is
to be reached. The issues facing the agricultural
sector include food security, population growth,
changes in demand patterns as a result of ur-
banization, increased household incomes and
increased pressure from biofuels. Land mana-
gement, low productivity, water, input supplies,
changing agricultural labour patterns and the
increasing vulnerability of the agricultural sector
to climate change and losses during and after har-
vest are further challenges.

Agriculture will remain the main source of suste-
nance and income in the country since about 80
per cent of Mozambicans are currently employed
in the sector.”” Structural transformation and a
green economy therefore hinge on the process
of improving agricultural productivity, increa-
sing the supply of food, and improving linkages
with industry. Practical actions that will link the
inclusive green economy and structural transfor-
mation to the agricultural sector include: inten-
sifying agricultural production in the areas with
the greatest potential; increasing food production
and job creation by extending lines of funding
for the sector such as the Agricultural Develop-
ment Fund and the District Development Fund,'
among others; raising awareness of the need to
change food consumption habits (consumption
of a balanced diet and nutritional foodstuffs);
raising awareness about the use of household
assets to guarantee food security; mapping soils
and agro-ecological zones; controlling the use of
agricultural chemicals; introducing new crops and
practices; and crop diversification.

2 INE, 2013.

3 The District Development Fund is a Government fund to finance
multisector initiatives, essentially aimed at food production and job
creation.



The second challenge is to ensure that enough
jobs are created in all sectors. More critically, pro-
ductivity needs to be increased in both the pri-
mary sector and industry. Industry is a key driver
of structural transformation in Mozambique, and
should therefore be the second most important
sector for the inclusive green economy. Manu-
facturing industries based on natural resources
(particularly mining and gas exploration) are ex-
pected to play an important role in this regard.
The Government considers industry a decisive
factor in economic development. Mozambique
must therefore aim, not simply to achieve indus-
trial development, but also to improve the effi-
ciency of resource use and mitigate pollution and
waste. Structural transformation through industry
is hampered by low interlinkages between rural
areas and industrial clusters as a result of lack of
transport infrastructure, lack of information and
low productivity in the smallholder agricultural
sector. Mozambique must therefore create an ap-
propriate value chain that links primary producers
to the industrial sector.

Structural transformation will involve further in-
dustrialization of the economy (ENDe, 2013). For
structural transformation to succeed, Mozam-
bique needs industrialization to create jobs, in-
crease incomes and foster economic diversifica-
tion. Commodity-based industrialization could be
very useful in ensuring the success of structural
transformation. In fact, using the endowment and
potential in terms of natural resources and agri-
culture to foster the industrial sector could be an
effective path to structural transformation and the
transition to an inclusive green economy. As indi-
cated above, agriculture is the dominant econo-
mic sector in Mozambique and transforming the
economy with a focus on agriculture could also
trigger industrialization if properly linked to the
transition to the inclusive green economy.

The third challenge for Mozambique is the
growing demand for industrial and household
energy. In fact, since Mozambique is endowed
with great potential for renewable energy, this
also represents a great opportunity for an inclu-
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sive green economy to take root. Strong econo-
mies consume more energy and Mozambique is
following a path towards a strong economy. Sus-
tainable energy production and consumption is
therefore urgently needed. The Energy Strategy
is in line with internationally accepted practices
for more efficient energy use, providing greater
access to citizens while also ensuring good envi-
ronmental practices. The diversification of the en-
ergy mix and introduction of new and renewable
sources would provide a good foundation for the
transition to an inclusive green economy. Plans
are under way to extend electricity supply from
renewable sources (hydropower, biofuels and
photovoltaics) and to develop production capa-
city from natural gas reserves.

The energy sector is also a driving force in struc-
tural transformation. Poverty reduction is highly
dependent on energy supply, and developing
well-integrated infrastructure is the biggest
challenge Mozambique faces. At present, charcoal
is the dominant energy source for households
and its use is threatening Mozambican forests.
High demand for energy resulting from popula-
tion growth will deplete forests rapidly if proper
measures are not put in place to extend modern
energy sources to households, particularly those
in rural areas that tend to use more biomass ener-
gy. Industrial development and investor pressure
are additional factors in increased demand for en-
ergy. Power outages are so common that they dis-
courage investment in both rural and urban areas.

In order to cope with growing energy demand
and reduce the environmental impact of charcoal
use, the Government is investing heavily in exten-
ding hydroelectric power to every district of the
country and new hydroelectric power plants are
planned. In addition to rural electrification, the
Government has been investing in the distribu-
tion of natural gas as an energy source. A liquefied
natural gas plant is to be built in the north by a
private investor, and distribution lines have been
built in major cities such as Maputo. Fossil fuels
are also in high demand and have been in short
supply. To tackle this issue, the Government plans
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to increase petroleum reserves by diversifying
sources, building new reservoirs and controlling
supplies. Mineral coal is another important ener-
gy source abundant in Mozambique, but current
use is very low. An attempt to establish coal plants
to generate electricity is under way. The use of
renewable energy technologies is another impor-
tant policy Mozambique is trying to implement,
but solar energy is not yet widely used. Lack of en-
ergy, particularly in rural areas, has been a serious
impediment to economic growth and structural
transformation.

The fourth challenge is to take of advantage of the
recent discoveries of natural resources (minerals
and gas) to move the development path in the
direction of economic transformation linked with
an inclusive green economy. Heretofore, such re-
sources have made a significant contribution to
growth, but generated only limited employment
and social development. Nonetheless, they do
provide opportunities for local contractors, both
in terms of job creation and knowledge transfer,
that have yet to be fully exploited. In this sector,
much has been done, from the establishment of
a legal framework to implementation and control
mechanisms to ensure that mining and the ex-
ploitation of hydrocarbons take place transparent-
ly and respect socioeconomic and environmental
sustainability in order to maximize the benefits to
the country (IMF, 2014).

The Technology and Innovation Strategy, the most
important regulatory and framework instrument
for Ministry of Science and Technology activities, is
connected with the inclusive green economy by
the need to improve access to modern technolo-
gies in the areas of agriculture, renewable energy,
education, health, fisheries, industry, and others.
The Ministry has conducted various activities,
ranging from promoting technological innova-
tion to disseminating technologies, training rural
communities in various ways, supporting educa-
tion and research institutions and (new) scientists.
Technological change is central to the process of
structural transformation in Mozambique because
it is through innovation in the broad sense that

new sectors emerge and upgrading within sec-
tors takes place. Innovation is broadly understood
here to mean the introduction of products, pro-
cesses and organizational systems that are new to
a country or firm, rather than new to the world.

The country also faces the challenge of ensuring
that policies are coordinated and coherence en-
hanced, particularly between sectoral policies and
overarching national policy objectives espoused
in national development plans that mainstream
the green economy. The coherence with struc-
tural transformation regarding the National De-
velopment Strategy and Agenda 2025 lies in the
fact that both stress the need to build resilient
infrastructure in different sectors such as industry,
energy, tourism and agriculture, which will allow
an effective structural transformation process in
Mozambique through a balanced sectoral contri-
bution to GDP.

Policies and strategies on water resources and the
industrial sector clearly acknowledge the funda-
mental role of sustainable management of natural
resources in economic development for the be-
nefit of current and future generations. Measures
to reduce water pollution and improve access
to safe water are a priority for structural transfor-
mation in Mozambique. Increasing access to safe
water and developing water-related infrastructure
links up with inclusive green economy policies,
and will reduce the damage that particularly af-
fects the poor.

Social protection is also being integrated in a new
policy framework, and work is under way to reha-
bilitate conservation areas with the participation
of local communities. Mozambique has a public
social protection system that is ill-equipped to
address the needs of the most vulnerable people.
The system currently accounts for less than 0.2 per
cent of GDP and covers no more than 8.3 per cent
of poor households. One key initiative is uncondi-
tional cash transfer to the vulnerable, from which
some 150,000 people benefit (AfDB, 2013).



4.3 Linking inclusive green
economy and structural
transformation policies in key
sectors

Structural transformation occurs through factor
accumulation, including investment in natural
capital, factor reallocation and organizational and
technological innovation. A central aspect of the
process is a structural change in which new eco-
nomic activities emerge and others wither away.
Structural transformation in Mozambique has
been slow and productive sectors are still ope-
rating under traditional methods (see chapter
Ill). Few jobs are being created and resources are
not moving from traditional sectors to produc-
tive secondary or tertiary sectors. Inclusive green
economy policies will only succeed if they can
stimulate structural reforms that tackle economic
growth challenges and also address sustainability
and social development needs. Linking the inclu-
sive green economy to structural transformation
also requires a more aggressive integrated ap-
proach by Government and greater commitment
by stakeholders in all sectors of the economy.

Inclusive Green Economy Policies and Structural Transformation in Mozambique

Inclusive green economy policies are fundamen-
tal for a thriving diversified resource-based eco-
nomy. The linkage between an inclusive green
economy and structural transformation allows the
emergence of new dynamic green activities and
an increase in the relative importance of green
sectors, such as organic agriculture, renewable
energy and ecotourism, within a national eco-
nomy (UNCTAD, 2012a).

Although it can be assumed that Mozambique
is following the correct steps towards structural
transformation and an inclusive green economy
(table 7), it needs to do more if it is to accelerate
inclusive development. At present, policies and
practices on the ground lack coherence. The
challenge is huge and transforming policy into
practice will take time. Mozambique needs to ac-
celerate the pace without disrupting traditional
practices or imposing too many conditions on
those directly tackling structural transformation.
Economic growth as it is taking place today has
no real impact on structural transformation and is
creating few winners and many losers.

Table 7: Relating resource exploitation to inclusive green economy and structural

transformation objectives

Sector Sectoral policy

Features supporting an inclusive green
economy

Features supporting struc-
tural transformation

Water resources Mozambique Country

Construction and rehabilita-

Make drinking water

Strategy (2010-2015); Wa-
ter Act (No. 16/91) and its
implementing regulations,
and the National Water
Policy (1995, 2007); Strate-
gic Plan for Rural Water
and Sanitation (2007).

Objectives: Achieve
efficient management
and allocation of water
resources, including im-
proved water quality

tion of infrastructure for river
resource management, such as
natural dikes, reservoirs, channels,
streams, community reservoirs,
river water collection systems
(qutters and water tanks), and
drainage and decanting systems.
Infrastructure to be on the scale
necessary to protect against floo-
ding.

and basic sanitation
accessible to all Mo-
zambicans.
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Sector

Sectoral policy

Features supporting an inclusive green
economy

Features supporting struc-
tural transformation

Agriculture, fishe-
ries, food and nutri-
tion security

Fisheries Master Plan
(2012-2019); National Plan
to Combat lllegal Fishing;
National Agricultural In-
vestment Plan 2014-2018.

Main objective: Mainte-
nance of the productive
role of the sector in the
national economy, the
subsistence of the poorest
people, as a food source,
and in creating job oppor-
tunities at a sustainable
rate

Promotion of responsible fishing,
preservation of marine and coas-
tal biodiversity, maintenance and
restoration of stocks at the level of
sustainable maximum catch.

Develop fishing and
agriculture in order to
achieve food security,
use agriculture and
fisheries to expand
employment.

Infrastructure, ur-
ban and coastal
areas

Environmental sustainable
development strategy;

National Adaptation and
Mitigation of Climate
Change Strategy (2011-
2025)

Main objective: Create
the conditions to face
complex situations in-
volving multisectoral
mandates, where the au-
thorities involved and res-
ponsibilities are not clear
and when it is necessary
to involve different levels
of government - local,
district, provincial, national
and global

The development of urban areas,
and green buildings.

Construction or main-
tenance of infrastruc-
ture — roads, bridges,
viaducts, water supply
and treatment piping
and plant, drainage
systems, dikes to
protect against rising
sea levels, electricity
networks.

Energy

Strategy for the Deve-
lopment of New and Re-
newable Energies (2007-
2017)

Main objective: Develop
the use of technology and
conversion of renewable
energy sources

Adopt technologies that save en-
ergy, promote new and renewable
sources of energy (solar, wind, hy-
dropower), ensure the availability
of and access to low-carbon fossil
fuels.

Promotion of elec-
tricity generation
projects; expansion of
the national electricity
grid and extension of
the Rural Electrification
Programme; promo-
tion of the construc-
tion of facilities to
transport and store
petroleum products;
and promotion of

the expansion of the
liquid fuel distribu-
tion networks to the
poorest zones.




Sector

Sectoral policy
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Features supporting an inclusive green
economy

Features supporting struc-
tural transformation

Agriculture, forests
and other uses of
soil

National Investment Plan
for the Agricultural Sector
2013-2017; Agricultural
Sector Development
Strategy 2010-2019.

Main objective:

Boost productivity and
ensure sustainable use of
natural resources; adopt
an integrated approach in-
cluding agriculture, water
resources and forest ser-
vices to the productivity of
watershed protection and
soil fertility.

Promote conservation agriculture,
and mechanisms that lead to the
natural regeneration of forests;

create mechanisms to prevent the
propagation of bush fires, reduce
deforestation rates and uncon-
trolled fires;

develop sustainable exploration
programmes; regenerate and pro-
tect mangroves.

Increase agricultural
productivity and in-
come, ensuring food
supply.

Transport

Transport Policy, (appro-
ved by Resolution No.
5/96); Urban Transport
Policy Proposal (targeting
major cities);

promote the involvement
of the private sector in the
creation of infrastructure
and operation of port ter-
minals and railways.

Increase mobility and accessibi-
lity in rural and urban transport
(passengers and goods);

stimulate the productive and
social sectors of the economy
through reduced transport costs
and travel time, improved access
to resources and economic activi-
ties contributing to the reduction
of poverty;

promote the use of natural gas
in road transport; promote green
transport

Link natural resource
production areas
and agricultural belts
to large population
centres; guarantee,
though appropriate
institutions,

road transport in the
transportation of
passengers and goods;
ensure licensing of pri-
vate economic agents
to explore internal and
peri-urban routes to
urban centres in ac-
cordance with existing
passenger flows.

Mineral resources

Mining Act (No. 20/2014);

Geological and Mining Po-
licy (Resolution No. 4/98);

Regulation on the Tax Re-
gime for Mining (Decree
No. 5/2008)

Source: Various official government documents.

Respect for socioeconomic and
environmental sustainability;

minimize the social and envi-
ronmental impacts of mining
projects;

clarifies the distinction between
mining activities and processing
of raw materials from mining;

Creation of jobs, trai-
ning, development of
community cogene-
ration of energy raw
material for the manu-
facturing industry and
infrastructure develop-
ment;

attract more foreign di-
rect investment to the
thriving mining sector
by, among others,
favourable royalties
and taxes, speeding up
the mining licensing
process and reducing
mining investment
bureaucracy.

33



34

Inclusive Green Economy Policies and Structural Transformation in Mozambique

Mozambique's vision of maintaining economic
growth without exceeding ecological limits stems
from the need to manage natural resources sustai-
nably, in particular marine and coastal resources,
as a means of reducing poverty levels (PNISA,
2013). The boxes below highlight the relationship
between resource exploitation and green eco-
nomy objectives. These objectives are derived
from the National Strategy for the Adaptation and
Mitigation of Climate Change (2013-2017); the
2007 Environmental Strategy for Sustainable De-
velopment; and the Food and Nutritional Security
Strategy and Plan of Action 2008-2015.

4.3.1 Water resources

The long-term goals are to achieve integrated and
efficient water management, including improved
water quality; to determine strategies for water sa-
ving and ecological flows; and to give all Mozam-
bicans access to clean drinking water and basic
sanitation. The Water Act and its implementing
regulations and the Water Policy are important
legal instruments for the management of water
resources. The goal is to extend access to clean
drinking water to 70 per cent of the population by
2015 (MICOA, 2012).

Plans have been made to ensure access to water
with the necessary quality standards. This requires
the construction and rehabilitation of infrastruc-
ture for river resource management, such as natu-
ral dikes, reservoirs, channels, streams, community
reservoirs, river water collection systems (gutters
and water tanks), and drainage and decanting
systems. The infrastructure is to be on the scale
necessary to protect against flooding, which may
be exacerbated by external heavy rain and the di-
mensions of cross border river basins. Local water
purification techniques will be taken into account.

Objectives: Efficient management and allocation
of water resources; improved water quality; water
saving and ecological flow strategies; rational pro-
tection of aquifers and reserves (PNISA: 2013).

4.3.2 Agriculture, fisheries, food and
nutrition security

In agriculture, measures have been set out to: pro-
mote conservation agriculture and sustainable
forest exploration in order to maximize their po-
tential for carbon capture and storage; promote
mechanisms that lead to natural forest regenera-
tion; create mechanisms to prevent the propaga-
tion of bush fires; reduce deforestation rates and
uncontrolled fires; develop sustainable explora-
tion programmes; and regenerate and protect
mangroves, seaweed and marine grass associated
with carbon capture and storage potential.

The agricultural survey carried out by the Ministry
of Agriculture shows an increase in the main food
crops in Mozambique. Maize production rose from
920,000 tonnes in 1996 to 1,214,000 tonnes in
2008, while cassava production rose from 366,000
tonnes to 4,040,000 tonnes over the same period.
Bean and groundnut production grew an average
of about 6.2 per cent per year. The average annual
growth rate for sorghum was 3.1 per cent in the
same period (MICOA, 2012).

Nonetheless, the agricultural sector faces enor-
mous challenges that must be tackled. These
include the fact that the increase in production
has been achieved mainly by increasing the area
under cultivation, which puts pressure on forests.
Mozambique has a surface area of 799,380 km? of
which 54.8 million hectares (about 70 per cent)
are covered by forests and woody vegetation (MI-
COA, 2013).

Objectives: Maintain and increase agricultural
productivity and income, ensuring sustainable food
supply and ecosystem services; restore ecological
resources (water, soil, air and biodiversity); reduce
the production of waste and inefficiency in the en-
tire agricultural production cycle; and rational and
efficient use of natural resources (PEDSA, 2010).

The Government is determined to increase good
quality fishery production and strengthen regu-
latory mechanisms so that fishing becomes sus-



tainable. Fishing is an important activity for gua-
ranteeing food security and generating income
for households and the country. The promotion of
responsible fishing in Mozambique is guided by
various regulatory instruments, such as the Fishe-
ries Master Plan (2012-2019), the Artisanal Fishe-
ries Strategic Plan, the National Plan to Combat
lllegal Fishing, the Fisheries Management Plan,
and the Fisheries Research Strategic Plan. The Go-
vernment has also undertaken an ecological as-
sessment of marine ecosystems along the coast
in order to inform decisions on where, how and
how much to fish.

Other interventions in agriculture will take into
account the agro-climatic characteristics of each
area and vulnerability projections. In the southern
region, where rainfall is most erratic and expec-
ted to decline, resulting in cycles of drought and
floods, the emphasis may be on the management
of river resources, while in the northern region,
where more rainfall is expected, action may be
geared towards a better selection of crops, always
seeking to promote productivity.

Objectives: Maintain and restore stocks at the
level of maximum sustainable catch, and preserve
marine and coastal biodiversity; maintain the pro-
ductive role of the sector in contributing to the na-
tional economy and the subsistence of the poorest
people, as a food source and employment oppor-
tunities at a sustainable rate (PNISA 2013).

4.3.3 Land

The long-term goal is to ensure equitable access
to land and management and exploration of na-
tural resources in general in order to maintain
their functional and productive capacity for cur-
rent and future generations because agriculture
plays a fundamental role in satisfying the needs of
the growing population and is intrinsically linked
to poverty eradication. Access to land and other
natural resources and secure land ownership are
essential for the implementation of an integrated
approach to increasing food production and
consolidating food security in a manner that is en-
vironmentally sustainable.
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Objectives: Develop and implement integrated
land management and water use plans based on
the sustainable use of renewable resources on the
basis of an integrated evaluation of socioeconomic
and environmental potential; strengthen the capa-
city of the Government, and local and community
authorities to monitor and manage the quantity
and quality of land and water resources; significant-
ly reduce deforestation and loss of forest diversity
(PEDSA, 2010).

Green economy policy instruments will be im-
plemented that adopt an integrated approach
involving all sectors and, in particular, in close
coordination with forests, agriculture, transport
and urbanization, river resources for the extractive
industry, irrigation, water supply and sanitation.

4.3.4 Mineral resources

The extractive industry — mining (coal, precious
and semi-precious stones, among others) and
hydrocarbons (particularly natural gas) — has de-
veloped enormously in recent years, and the Go-
vernment has done a great deal to regulate the
sector. It has established a legal framework and
implementation and control mechanisms to en-
sure that mining and the exploitation of hydro-
carbons take place transparently, respecting so-
cioeconomic and environmental sustainability in
order to obtain just benefits for the country.

Article 3 of the Mining Act (N° 20/2014) states that
the purpose of the Act is to regulate the transpa-
rent use and re-use of mineral resources in harmo-
ny with the best and safest mining, social and en-
vironmental practices, allowing sustainable long-
term development and increased revenues for
the State and the communities living near mining
projects. The Act shows government concern for
the rational use of mineral resources and the well-
being of local communities. Under article 20 of
the Act, a percentage of state revenue generated
by mining activities will be allocated to the deve-
lopment of the communities in the areas where
mining activities take place. Also important is the
provision that mineral resources must be used for
the cogeneration of energy or as raw material for
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the manufacturing industry. These measures are
all conducive to an inclusive green economy and
structural transformation.

Mineral resources have made sizable contribu-
tions to economic growth and become a vital
part of the economy. Job creation is a priority in
Mozambique, where high levels of unemploy-
ment and under-employment persist. Employ-
ment creation has proved the most effective tool
in reducing poverty and promoting a decent
standard of living.

The capital-intensive nature of the extractive in-
dustry means that there is little large-scale job
creation as a direct result of such projects, howe-
ver. There could be positive spillover through
training and on-the job knowledge transfers,
creating job opportunities that otherwise would
not exist. Mozal, the aluminium smelter project,
has established several training and technical ca-
pacity-building programmes for its subcontrac-
tors (IMF, 2014).

The extraction and export of coal and gas will
bring infrastructure development, mainly in the
form of power grids, railways, roads and ports, and
these are important for structural transformation
and the transition to an inclusive green economy.
Going forward, there are both opportunities and
risks, and Mozambique needs to maximize the
potential benefits by curbing the downside risks.
The coal and gas sectors are an opportunity for
Mozambique to enhance its strategies and action
plans towards inclusive socioeconomic develop-
ment. The country should also focus on increasing
agricultural and fisheries productivity, employ-
ment promotion, and social and human develop-
ment (AfDB, 2013).

4.3.5 Infrastructure: urban and
coastal areas

Mozambique intends to develop environmentally
sustainable tourism on the basis of internationally
accepted standards, acknowledging the possibi-

lity of major pressure on and consequent degra-
dation of coastal and marine ecosystems. Long-
term differentiated exploration and use of those
areas is expected to mitigate the degradation
of these ecosystems and to ensure that they are
used sustainably.

Currently, about 35 per cent of the population
live in urban areas and the rate of urbanization is
about 4 per cent a year. At this rate, it is expected
that by 2020, almost 45 per cent of the population
will be living in urban areas and that by around
2030 the urban population of Mozambique will
be larger than the rural population (MICOA, 2012).

The major part of investment in Mozambique
will focus on the construction or maintenance
of infrastructure — roads, bridges, viaducts, water
supply pipes and treatment plants, drainage sys-
tems, dikes to protect against the rising sea levels,
and electricity networks, among others. In urban
areas, the country intends to reverse the current
disorganized growth, introducing technical ca-
pacity, resources, planning and management ins-
truments, and ensuring citizens participation in
problem-solving because the pace of informal ur-
banization is threatening health, the environment
and urban productivity.

Objectives: Integration of climate considerations
in the urban planning process to enable cities to
develop their capacity to adapt efficiently to cur-
rent and future climate impacts, and to take advan-
tage of this to develop, experiment and innovate in
their urban planning policies; developing tourism
within the limits of the capacity of the ecosystem
(ENDe, 2013).

4.3.6 Energy

This includes energy-use mitigation strategies;
production and transportation; improved access
to renewable forms of energy; ensuring the avai-
lability of and access to low-carbon fossil fuels;
promotion of initiatives to replace high-carbon
and non-renewable fuel with low-carbon or re-
newable fuel in the transport and productive
sectors. The Government advocates clean and



renewable forms of energy to ensure sustainable
economic and social development and energy
efficiency, especially in rural areas where the ma-
jority of Mozambicans without access to electri-
city live.

The proposed projects will focus on income ge-
neration with models that adopt energy-saving
technologies for the domestic economy and re-
duce the environmental impact of the traditional
use of charcoal.

The main decisions on the energy sector are
contained in the Five-Year Plan (2015-2019), and
include: promoting electricity generation pro-
jects; expanding the electricity grid and the rural
electrification programme, giving priority to the
connection of more districts and consumers to
the national grid; promoting new and renewable
form of energy (solar, wind, hydropower and bio-
mass); promoting the construction of facilities to
transport and store petroleum products; and pro-
moting the expansion of liquid fuel distribution
networks to the poorest zones (MICOA, 2012).

Objectives: In order to provide incentives for
agriculture and small-scale industry in rural areas,
promote the use of new models for charcoal pro-
duction to reduce deforestation; promote solar,
wind and biomass energy; and develop river tech-
nologies to promote hydropower (Energy Strategy,
2012)

4.3.7 Transport

The geographical position of Mozambique on the
Indian Ocean and the existence of natural har-
bours give the country a major comparative ad-
vantage in terms of access to markets, but at the
same time huge responsibility in terms of access
to the sea by hinterland countries. Transport in-
frastructure in Mozambique has developed trans-
versally to serve neighbouring countries, with re-
latively poor connectivity between the north and
south of the country and between the transversal
development corridors.
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The transport sector has regional potential and
is undergoing major restructuring. About 70 per
cent of goods from the Southern African Deve-
lopment Community (SADC) countries transit
through Mozambique’s road and rail corridors and
the coastal ports (PricewaterhouseCoopers, 2015).
The Government has put in place an ambitious
programme aimed at rebuilding and expanding
the system, including by strengthening mainte-
nance capacity with the support of development
partners. The main challenge is to link natural re-
source production areas and agricultural belts to
large population centres (demand) in order to de-
velop new markets that will enhance private sec-
tor growth and the competitiveness of small and
medium-sized enterprises.

The transport sector, particularly road transport,
recorded significant growth in recent years. Such
growth needs to respond to development needs,
particularly by strengthening linkages with agri-
cultural producers in rural areas. Major develop-
ments in the sector include projects worth $17
billion planned from 2013 to increase rail links to
ports and expanding port capacities cargo and
traffic handling capacitites to allow for greater ex-
ports. Transport infrastructure has been expanded
from west to east connecting mining and agricul-
tural clusters in Mozambique and neighbouring
countries Malawi, Zambia and Zimbabwe to the
Port of Beira (PricewaterhouseCoopers, 2015).

Objectives: Considering the potential of natural
gas reserves, making this sector green means:
promoting the use of natural gas in road transport;
promoting transport infrastructure that provides
appropriate access to workplaces and the social
interaction that facilitates important economic
activities, mainly market access by producers; and
promoting green means of transport for export and
transit goods (ENDe: 2014)
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4.4 Good practices and success
factors in the development and
implementation of green economy
policies

4.4.1 Good practices

An integrated policy framework

The inclusion of all sectors in the development and
implementation of the Green Economy Roadmap
is a trump card for mainstreaming the green eco-
nomy into national development plans and secto-
ral strategies. The lead institution in implementa-
tion, coordination and monitoring is the Ministry
for Coordination of Environmental Affairs, but the
active engagement of the ministries of finance
and planning, and others are also important.

The multi-stakeholder interests in the green eco-
nomy help the Government to engage with the
public and private sectors and other non-State
actors on a variety of fronts. The Green Economy
Action Plan, integrated implementation matrix
and green growth plan gave stakeholders an op-
portunity to discuss and agree practical steps for
integrating the green economy into national and
sectoral development plans. These documents
also provide the basis for adjusting macro-plan-
ning and budgeting processes and mobilizing re-
sources and partnerships in accordance with the
green economy.

Niche sectors

A recurring theme for the Roadmap and the Ac-
tion Plan is the evaluation of natural resources.
The documents have helped the country to trans-
late article 102 of the Constitution of the Repu-
blic of Mozambique into practical action on the
evaluation of natural resources. This will involve
mapping natural resources, soils and agro-eco-
logical zones, promoting land zoning for correct
location of economic activities and balanced so-
cioeconomic development. Sectoral policies and
strategies will also be adjusted in the implementa-

tion of various elements of the green economy to
contribute to sustainable use of natural resources.
According to the Roadmap, national and sectoral
policies that would support transition to a green
economy include territorial planning and organi-
zation, which is for planning rural and urban de-
velopment. Other policies, such as the new Land
Act and investment policy, favour community de-
velopment since they explicitly state that natural
resource exploitation revenue is to be shared with
local communities and that communities must be
involved in decision-making.

Mobilizing resources and partnerships

The Government has identified resource requi-
rements and potential partners in the integrated
implementation matrix for a green economy and
the Green Growth Plan. Two critical actions stand
out as good practices. The first is including the
green economy in the National Planning and
Budget System. This clearly indicates to external
partners the seriousness with which Mozambique
is approaching the transition to a green economy.
The role of external partners will be to fill resource
gaps; they will have no influence on priorities
decided by local stakeholders. The second is the
coordinating role of the Ministry for Coordina-
tion of Environmental Affairs and the Ministry of
Finance in mobilizing funds, partnerships and re-
sources to support a green economy.

The country is also relying on the institutions it has
established to monitor progress on sustainable
development. The National Council for Sustai-
nable Development and the Environment Fund
will continue to coordinate the development of
the country, coordinating implementation of po-
licies, plans and programmes linked to the green
economy. The leading role of the private sector
in development is being exploited through pu-
blic-private  partnerships in infrastructure and
other large-scale projects. The significant capital
investment infrastructure projects require and the
lack of government technical capacity to manage
large-scale investments have led Mozambique
to develop several public-private partnerships to
rehabilitate infrastructure (Fischer and Nhabinde,



2012). Examples include the Trans-African Conces-
sions (TRAC), the ports of Maputo, Beira and Nacala,
and the Ressano Garcia, Sena and Machipanda, and
Nacala railways. The partnerships have enabled the
country to attract private investment above state
capacity. Although there have been challenges to
implementation, the partnerships have improved
prospects for structural transformation and mas-
sive infrastructure development and restoration.

On 10 August 2011 the Government published
the Act on Public-Private Partnerships, Large Scale
Projects and Company Concessions. The Act rec-
tifies some of the problems created by earlier le-
gislation. Some of its provisions are unequivocally
favourable to structural transformation and an in-
clusive green economy, such as: a commitment to
reducing the risks inherent in each particular pro-
ject; the removal of restrictions that compromise
the viability of projects; the creation and preserva-
tion of jobs and the transfer of skills to Mozambi-
can workers and management; potential contribu-
tion to the development of national capital mar-
kets; the inclusion of Mozambican partners in all
undertakings; establishing partnerships between
public-private partnerships and small and me-
dium-sized Mozambican firms, and transfer of
know-how to such firms; and the requirement that
public-private partnerships should establish pro-
grammes, projects or actions that promote social
development in the communities in which they
are located (article 4 of the Act on Public-Private
Partnerships ) (Fischer and Nhabinde, 2012).

Promoting local content in production
and consumption

The use of local materials and simple technologies
is visible in some projects. Although the country
has no specific legislation on local content, the
provisions of the new draft petroleum law 2013
specifically refer to promoting national entrepre-
neurship, guarantees for internal consumption,
and development of local industrial activities,
among others." Its predecessor, the Petroleum

'* http://interfaxenergy.com/gasdaily/article/15913/local-content-
mozs-new-petroleum-law
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Act 2001 specifically conferred preferential rights
on Mozambicans in the granting of petroleum
concessions, and the market for products and
services (USAID, 2013). Technology transfer is thus
possible in the context of government efforts to
strengthen local business linkages with the private
sector, particularly megaprojects and extractives.

On their own, the policies on local content will
not facilitate enterprise growth unless local enter-
prises are empowered to become competitive in
both price and quality. Promoting local content
will be limited by the fact that some companies
are very far from achieving global standards.
However, progress has been observed, including
the requirement that contractors and subcontrac-
tors embed local content procurement plans and
local employment in their concession contracts.
Some operators are going beyond their conces-
sion contracts by investing in local communities,
for example financing agricultural seeds, teaching
new production techniques and transferring
technologies. Local farmers are being trained and
those same companies are buying their produce.
This is a huge step towards an inclusive green
economy and structural transformation. This mo-
del of linking local actors with large-scale compa-
nies could be replicated in many sectors.

4.4.2 Success factors

The interlinked factors outlined in figure 4 are cru-
cial to success.

Measuring success is no simple matter. Normal-
ly, the success of policies and strategies aimed at
the sustainable exploitation of natural resources
and environmental protection can only be deter-
mined by a proliferation of good practices, repli-
cation of technologies and rehabilitation of the
environment. These cannot be measured easily,
but some factors can nonetheless be highlighted
as suggesting some limited success.
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Figure 4: Success factors

Leadership and Endagin
Political gaging
. stakeholders
commitment

Technical
capacity
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Mobilizing
resources and
Partnerships

Leadership and political commitment

The launch of the Green Economy Roadmap by
Armando Emilio Guebuza during a high-level
side event at the United Nations Conference on
Sustainable Development (Rio+20) in June 2012
was a clear demonstration of Mozambique's com-
mitment to transformation. The Government fol-
lowed up on this commitment by drafting the
Green Economy Action Plan and instituting bud-
getary and policy reforms to match the high-level
commitment to transformation.

The current momentum should be considered in
light of Mozambique's unique history as a country
thathas only recently emerged from civil war. From
1974 onwards, Mozambique planned and mobi-
lized efforts to develop the country, eradicate po-
verty and achieve structural transformation. The
planning processes have also helped to identify
target groups and priority development issues.
Success factors include the Local State Organs
Act, the establishment of local decision-making
committees to manage natural resources, and the
permanent dialogue between communities and
Government (for example, the local risk manage-
ment committees, natural resource management
committees and local advisory councils).

In 2012, as a result of feedback from leaders and
stakeholders, the Government prepared a strate-
gic environmental evaluation for the coastal re-
gion with a view to harmonizing intervention
plans and sustainable use of natural resources,
as the coastal area is rich in natural resources, in-
cluding biodiversity and mineral resources. The
agro-ecological zoning process is also under way
in order to establish the planning bases of land use
for various purposes, with an emphasis on agricul-
tural uses. One of the most important factors in
the success of this process is the Green Economy
Action Plan and policy guidelines for the develop-
ment process, as part of the Green Economy (for
example, the National Development Strategy, the
Five-Year Plan and Poverty Reduction Action Plan).

Strong institutional foundation

The institutional landscape supporting sustai-
nable development in Mozambique is quite rich.
It includes various governmental institutions
created under the Ministry for the Coordination of
Environmental Affairs, such as the National Coun-
cil for Sustainable Development, and specialized
institutions to be created during implementation
of the Roadmap. Specifically, the green economy
units set up in sector ministries are improving
the coordination of central government inter-



ventions. These, together with a review of secto-
ral policies, will strengthen national institutions
through capacity-building, transformation and
best governance practices (Mozambique, 2012).
Some institutional reforms are based on legisla-
tion passed to facilitate a swift transition to an
inclusive green economy.

Mobilizing resources and partners

Despite the vicissitudes the country has suffe-
red since independence, caused essentially by
the long civil war, it has persisted in its efforts to
achieve sustainable development, and has some
good practices that are assisting the process of
adopting an inclusive green economy, including
the commitment to mobilizing resources and
partners for its development programmes.

Mozambique places domestic resource mobi-
lization at the centre of its development model.
For example, after the passage of the Local State
Organs Act, the Local Initiative Investment Fund
was set up to finance local initiatives. Through this
initiative, small and medium-sized enterprises are
still being financed. The Fund aims to fill the gap
left by microfinance institutions and banks that
are risk-averse, particularly to ventures in rural
areas. In 2014, capital expenditure as a percentage
of total government expenditure rose by 12.8 per
cent, although part of this increase was earmar-
ked to fund repairs to infrastructure damaged by
floods. Since 2012, however, low inflation has en-
abled the Government to take an expansionary
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fiscal stance, and this has helped to open the way
to a green economy. Moreover, the expected ad-
dition of 600,000 new taxpayers will help to fulfil
projection of domestic financing of the total bud-
get at 64 per cent, and donor support at 13.2 per
cent (AfDB and UNDP, 2014).

Technical capacity

Significant scarcity of human, financial and
technological resources remain an additional
challenge to designing and implementing strate-
gies, plans and programmes to make sustainable
development a reality. Institutions exist but they
are understaffed and the majority lack sufficient
skilled workers both at central and local govern-
ment level to train those in need of new skills.
The Ministry for Coordination of Environmental
Affairs and the Ministry of Finance have shown
leadership and filled most of the technical gaps
in reviewing relevant sectoral plans and strategies.
Some of the capacities built during the develop-
ment of local adaptation plans, climate vulnera-
bility capacity assessment, and strategic environ-
mental assessment of the coastal zone are being
used to build a critical mass of staff able to train
others at central and provincial levels in planning,
monitoring and evaluation.” Public sector staff
are being trained at local and central levels and
the State is investing in human resource develop-
ment by sending staff to colleges, universities and
technical schools or by inviting those institutions
to train staff in their local areas.

' http://www.gcca.eu/national-programmes/africa/gcca-mozam-
bique
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5. Enabling measures and analytical

tools

As previous chapters have shown, the transition
to an inclusive green economy and the struc-
tural transformation envisaged have been slow.
That alone is an indication of weaknesses in the
policies, strategies and programmes being im-
plemented. To overcome the inertia, new and
enhanced enabling measures are needed. Sti-
mulating producers to engage with an inclusive
green economy and push structural transforma-
tion forward can only be achieved if appropriate
incentives are in place. The legislation, strategies,
plans and programmes introduced, the insti-
tutions set up, and the processes for preparing
periodic environment status reports on sector
performances provide some basis for a smooth
transition to a green economy in Mozambique
but they are not enough.

If the appropriate conditions for fostering an in-
clusive green economy and structural transfor-
mation are to be put in place, the Government
must invest in training, education, technology
and the dissemination of information in order to
enhance the skills, knowledge and production
techniques of producers. Empowering primary
sector producers is an essential but insufficient
condition of success. It is also essential to involve
the private sector, but this can only be achieved
by appropriate investment conditions: it is well
known that the creation of the right conditions
for investors can contribute to a more rapid
transition to an inclusive green economy and
structural transformation. Some measures are in
place that may improve and facilitate the transi-
tion but the private sector and those operating
in the smallholder agricultural sector are not
using them to their advantage. While the former
is risk-averse, the latter lacks information. In fact,
neither the private sector nor households have
adequate information about green economy op-
portunities.

Enabling conditions are conditions that make
green sectors attractive opportunities for inves-
tors and businesses. In the previous chapter we
presented some policies that can be called ena-
blers of an inclusive green economy and struc-
tural transformation, but others also need to be
considered.

5.1 Enabling conditions
5.1.1 Institutional commitment

The institutional approach advocated by the State
is intended to establish implementation mecha-
nisms. All laws, norms, policies and strategies need
to be implemented by appropriate institutions
adequately prepared to deal with these issues.
Specialized institutions to work towards each of
the objectives set must be established or transfor-
med. Institutional policies aimed at strengthening
national institutions through capacity-building,
transformation and best governance practices
are being developed (Mozambique, 2012). It is no
easy matter to build and strengthen institutions
and requires investment. The challenge is for them
to be represented at all levels — district, provincial
and national; and in order to tackle adequately all
the issues, the institutions must grow in size (re-
presentation) and capacity (human capital).

In order to advance local structural transforma-
tion and an inclusive green economy, institu-
tions should be in active contact with businesses
operating in the exploitation and production of
natural resources. Institutions should generate
and provide the necessary information, services
and training, and set guidelines as needed. They
should be ready to support private initiatives,
monitor economic activities, enforce laws and
stimulate entrepreneurs to engage in sectors that



can contribute to a green economy. Planning pro-
cesses, establishing performance indicators and
property rights, establishing judicial and admi-
nistrative remedies and other policies all require
institutional capacity. Inter-institutional coopera-
tion is another challenge Mozambique faces in
implementing an inclusive green economy and
structural transformation. Overlapping initiatives,
policies and strategies are common, requiring
cooperation among several institutions.

The Roadmap and the Action Plan show the com-
mitment of the Government to supporting and
sustaining an inclusive green economy. All the
institutions concerned are making the necessary
adjustments to facilitate an inclusive green eco-
nomy. Some are adjusting existing policies and
practices in the light of best practices. Norms, laws
and strategies are being reviewed and devised to
facilitate an inclusive green economy and struc-
tural transformation. As an example, the Ministry
for Coordination of Environmental Affairs is ensu-
ring that all development projects are subject to
an environmental impact assessment, especially
in the areas of tourism, forest exploration, wildlife
and roads. The objective is to achieve a green eco-
nomy by introducing the following safeguards:

J Ensuring that environmental considerations,
including the use of natural resources and bio-
diversity, are integrated in plans, programmes
and sectoral policies, according to the Natio-
nal Sustainable Development Strategy;

e Promoting, at different levels, the planning
of integrated use of resources;

*  Promoting sectoral legislation and the esta-
blishment of norms and criteria for sustai-
nable use of natural resources;

* Identifying, through the Government and
other relevant institutions, possible sources
of funding to support environmental sector
programmes;

i Promoting the participation of the private
sector in the funding of environmental ini-
tiatives;

. Promoting community management of na-
tural resources.
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These measures provide opportunities to increase
use of renewable energy, particularly solar power,
but there are also weaknesses. There is a lack of
technical and institutional capacity (in almost all
sectors, education being the weakest in terms of
policy —human development). In the extractive
industries, the Extractive Industries Transparency
Initiative led to the establishment of a committee
consisting of representatives of Government, oil
and mining companies and civil society.

5.1.2 Legal framework

A transition to a green economy requires the
Government to adopt legal and institutional
frameworks that: make investment and public ex-
penditure in areas that stimulate transformation
of economic sectors a priority; promote invest-
ment based on responsible exploration of natural
resources; impose taxes and market-based instru-
ments to change consumer preferences and pro-
mote green business investment and innovation;
and promote investment in human development,
capacity-building and training.

The green economy has a basis in the Constitu-
tion of the Republic of Mozambique, which lays
down principles for the economic, environmental
and social fields. In the economic field, it states:
“The economic policy of the State shall be direc-
ted towards the construction of the fundamental
bases of development, the improvement of li-
ving conditions, strengthening state sovereignty
and the consolidation of national unity through
the participation of citizens and efficient use of
human and material resources”, for which harmo-
nious and inclusive development is a precondi-
tion.

In the environmental field, the Constitution States:
“The State shall promote the knowledge, map-
ping and evaluation of natural resources and de-
termine the conditions of their use and exploita-
tion, subject to the national interest”.
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In the social field, the Constitution lays down prin-
Ciples concerning access to health, education,
social security, the environment and quality of life
for citizens, including the promotion and deve-
lopment of women in all spheres of political, eco-
nomic, social and cultural activity, and the social
protection of vulnerable people.

The legal framework includes the Water Act, Land
Act, and Environment Act, the main objectives of
which are to define the general legal regime for
the protection and conservation, use, exploita-
tion, control and oversight of water, land and the
environment.

In order to guarantee the right to the environment,
land and water within a sustainable development
framework, the country has adopted various poli-
cies for the integration of environmental, economic
and social objectives in sectoral policies, including
prevention and control of pollution and erosion,
rational exploitation of natural resources safeguar-
ding their capacity for renewal, and promoting
land zoning in order correctly to locate activities,
and balanced socioeconomic development.

Although there is already a strong legal framework
regulating these areas, there is a need for more
specific legislation on natural resource explora-
tion and extraction. New regulations and incen-
tives to self-regulation need to be introduced and
existing ones reviewed in order to consolidate a
vision of sustainability and social responsibility in
the market and in public management.

The rule of law is crucial if private initiatives are to
take shape (OECD, 2010). An unregulated business
environment is not conducive to an inclusive
green economy and structural transformation. Ef-
fective regulation will stimulate economic growth
by attracting investment, stimulating innovation,
inspiring structural reform, opening markets, en-
couraging entrepreneurship, and so on.

Property ownership rights and laws and women’s
rights to land are also fundamental and must be
clear. The Land Act is a step forward, but more

needs to be done to encourage investment and
innovation. Clear compensation mechanisms can
help to develop investor trust. Rights of access to
any privately or publicly-owned property is nee-
ded to attract investors to Mozambique. Investors
will not enter a market unless they believe their
rights will be protected. Similarly,, people will not
become committed to a green economy unless
they have access to services. The Land Act also
covers community rights to land and resources.
Promoting conservation without respecting in-
digenous traditions is counterproductive and
will cause great harm to communities. Clarifying
ownership rights can therefore contribute great-
ly to structural transformation and an inclusive
green economy.

5.1.3 Policy frameworks

Policies are also very important for translating the
intentions of the State into actions that can be
coordinated at institutional level. Inclusive green
economy policies can have a huge impact on
structural transformation. Regulatory policies on
the conservation, exploitation and management
of natural resources can stimulate better resource
exploitation (table 8), while establishing product
standards will compel producers to adopt new
production techniques and force them to adjust
to market needs. Regulatory policies force pro-
ducers to 'think big'and are intended to provoke
changes in the business environment, improving
access to markets and limiting distortions. They
also facilitate transparency and clean competi-
tiveness across the country. This is fundamental if
producers are to feel protected and therefore take
more risks.

Macroeconomic policies

Fiscal policies are important if an inclusive green
economy is to have a significant impact on struc-
tural transformation because they affect private
sector behaviour in the form of investment and
production decisions. High taxes can cause eco-
nomic stagnation and reduce investment, but
optimal and innovative taxes can boost it. Fiscal



policy can also act as a form of control in bringing
about an inclusive green economy and structu-
ral transformation, and controls are essential if
malpractices re to be avoided or punished. The
desire for structural transformation should not
blind the State to its obligations towards sustai-
nable development. Taxes should therefore be
imposed in order to encourage corporate and en-
trepreneurial responsibility, as well as to raise reve-
nue to boost social expenditure. Ecological taxes
and tariffs are designed to protect the environ-
ment and facilitate an inclusive green economy,
while tax exemptions and preferential taxation are
designed to promote structural transformation by
attracting investment.

Of course, fiscal policy is also designed to sus-
tain government development strategies by in-
creasing revenue that will culminate in public
spending (salaries, investment, social infrastruc-
ture and so on) but discretionary taxes of those
involved in exploiting natural resources must be
seen as protective measures to reduce emissions,
waste and harmful economic activities. With fiscal
policies in place, producers will be forced to apply
clean and efficient technologies, to innovate and
address environmental concerns. Fiscal policy can
be a catalyst of an inclusive green economy and
structural transformation.

Table 8: Policy options for a green economy

Examples of policy options for a green economy
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Fiscal incentives are taxes or subsidies aimed at
stimulating economic activities or investmentin a
particular sector, such as industrial development,
manufacturing and green agriculture. They are
most often adopted to influence investment and
spur economic growth. Mozambique has some
fiscal incentives in place, to promote exports and
to promote investment. Both types of incentives
have the potential to stimulate an inclusive green
economy and structural transformation. Fiscal in-
centives to promote exports are currently given
to large exporters in the industrial sector. Com-
panies that import essential products also enjoy
tax incentives. Some companies enjoy tax reduc-
tions on imports and exports, for example. Spe-
cial economic zone developers and enterprises
are exempt from customs duties on imports of
construction materials, machinery, equipment,
accompanying spare and accessory parts and
other goods used in the framework of a licensed
special economic zone activity. Investors in the
manufacturing industry enjoy exemption from
duties on imports of raw materials to be used in
manufacturing. Investors in the assembly of mo-
tor vehicles, electronic equipment, computer and
communications technology and others enjoy
exemption from customs duties on imports of
materials to be used in the industrial production
process (Mozambique, 2009).

Regulatory approach Fiscal approach

Investments Institutional approaches

Limits on emissions and
effluents;
Conservation areas;

Ecological tax reform;
Ecological tariffs;
Taxes affecting develop-

Management through ment;
best practices; Tax credits and exemp-
Land-use zoning; tions;

Product standards; Preferential taxation.
Markets for natural capital
and ecosystem services;

Fishing quotas.

Source: Green Economy Roadmap (2012), page 22.

Green infrastructure;
Training and develop-
ment of the workforce;

Transition planning;
Performance indicators;
Property rights;

Subsidies; Judicial and administra-
Research and develop- tive remedies;

ment; Certification of value
Loans; chains;

Purchases and public ex- | Eco-labelling;
penditure; Access to information.

Subventions and aid;
Technology transfer.
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Investment Policies

Investment policies geared to infrastructure de-
velopment, and training and funding producers
are another important means of achieving an
inclusive green economy and structural transfor-
mation. Public investment in infrastructure is cru-
cial: roads, railways and telecommunications can
increase access by poor people to markets and
information. The provision of energy and water is
another key factor in an inclusive green economy
and structural transformation. Public investment
functions as a subsidy to producers in all sectors.
As the International Monetary Fund has said, pu-
blic investment supports the delivery of key pu-
blic services, connects citizens and firms to eco-
nomic opportunities, and can serve as an impor-
tant catalyst of economic growth. Infrastructure
coverage and quality have stimulated production,
competitiveness and supply and demand. More
remains to be done as Mozambique is still in dire
need of infrastructure. Large discrepancies in in-
frastructure coverage and quality persist across
the country, impeding the development of an
inclusive green economy and structural transfor-
mation in some rural areas.

The development of a green economy requires
skilled workers so the Government must invest
in education. More than half of Mozambicans
have none of the skills needed to work in a mo-
dern economy. It is very difficult to fill vacancies
in some specialized fields. Linking education and
training to job opportunities has also been diffi-
cult, and training people to develop green acti-
vities is proving a challenge (CEDEFOP, 2009). An
inclusive green economy will not emerge and
structural transformation will not take place if
people are unaware of their responsibilities. It is
essential for the Government to finance training
programmes and implement a major shift in edu-
cation programmes. As was pointed out above,
an inclusive green economy and structural trans-
formation will depend on the adoption of green
technologies, and those technologies will need
to be developed and applied by skilled people,
ranging from engineers, scientists, architects and
planners to the working-class, and farmers.

Astable 8 shows, investment policies are wide-ran-
ging and include research and development,
loans, subsidies, subventions and aid, purchases
and technology transfer, all of which require pu-
blic funds. Mozambique has little leverage to deal
with all these issues simultaneously, so a step-by-
step approach is appropriate.

Market incentives

Mozambique has some market incentives
conducive to an inclusive green economy and
structural transformation, most of them direc-
ted towards private companies involved in mi-
ning, agriculture and industry. Incentives come
in various forms: tax exemption, subsidies,
grants and loans. Attracting investors to rural
areas is still a great challenge, but the expan-
sion of financial services such as microfinance
banks, commercial and investment banks, has
enabled the country to stimulate the emer-
gence of micro and small enterprises at the dis-
trict level. As to licensing activities, permits can
be issued or withdrawn according to a com-
pany’s activities and social, economic, financial,
environmental and other impacts.

Investment permits are granted within three days
of application on a devolved scale depending on
the size of the proposed project. For instance, the
governor of a province can grant permits to na-
tional investment projects with a value not excee-
ding the equivalent of Mtn 1.5 billion (approxima-
tely $52 million), while the authority of the direc-
tor-general of the Investment Promotion Centre is
needed for national or foreign investment projects
of a value not exceeding the equivalent of Mtn 2.5
billion (approximately $86.5 million). Investments
where the total amount involved does not exceed
the equivalent of Mtn 13.5 billion (approximately
$467 million) require the authority of the minis-
ter who oversees the planning and development
of the particular sector. Investment projects ex-
ceeding Mtn 13.5 billion that require land with
an area greater than 10,000 hectares, investment
projects requiring a forest concession of an area
greater than 100,000 hectares, and any other pro-
jects with foreseeable political, social, economic,



financial or environmental implications take up
to 30 days and require Cabinet authorization (Lex
Mundi, 2012).

5.1.4 Participatory governance
and increasing the role of major
stakeholders

Participatory governance brings together the Go-
vernment and non-governmental stakeholders to
develop ideas on how to transition to a new green
economy. It means giving people a voice. Public
policy formulation and implementation should
involve all stakeholders. Mozambique has gone
through some institutional changes but participa-
tion remains a major challenge. Decisions are still
made at the top, with little or no contact with the
base (the public), which results in enormous re-
sistance as most decisions are incompatible with
current practice. The inclusive green economy
and structural transformation are about change
and change must be negotiated. Institutions must
therefore be ready to negotiate. The private sector
and civil society are key players that could contri-
bute greatly to achieving an inclusive green eco-
nomy and structural transformation.

Role of the private sector

The private sector, which has made a significant
contribution to national economic growth, has
been called upon to participate actively in the
management of natural resources and to take ac-
tion as part of environmental preservation efforts.

In the last few years many private sector compa-
nies have started to allocate more resources to
social responsibility and environmental issues as
public relations activities. Although some com-
panies act responsibly most of the time, many
national companies are not interested in social
responsibility and try to extract benefits and pro-
fits by harming natural resources and exploiting
employees and people. Mozambique needs more
agreements and legislation to encourage compa-
nies to move towards social and environmental
responsibility.

Inclusive Green Economy Policies and Structural Transformation in Mozambique

Small and medium-sized enterprises make up
more than 90 per cent of businesses in Mozam-
bique' and, because they tend to be more la-
bour-intensive than large enterprises, they have
a significant impact on employment. Their cor-
porate social responsibility and environmental
responsibility practices therefore have a signifi-
cant impact on society as a whole, even if their
contribution to the overall production of goods
and services is not so great. Most tend to serve lo-
cal markets and are not exposed to international
pressures or incentives. In addition, civil society
organizations tend not to be very concerned
with their actions, preferring to devote their li-
mited resources to the larger corporations with
greater impact.

Encouraging new, green practices requires in-
centives for businesses. Less attention has been
paid to green financing for small producers and
microenterprises in Mozambique, which can have
important spillover benefits for local economies
and poverty reduction. Incentives do not always
have to be financial: for small farmers, land tenure
reform could be an incentive to more sustainable
practices.

Role of civil society

Civil society is composed of organizations that
seek to influence governmental and company de-
cision-making and the distribution of resources.
They aim to be opinion leaders and pressure
groups and initiate strategic change by raising pu-
blic awareness through the media. Such organiza-
tions represent the interests of a small or large sec-
tion of society and advocate for society as a whole.

Civil society organizations have an unqguestio-
nable role to play in social change and their
growing influence makes them key players in
generating structural transformation and campai-
gning for an inclusive green economy. They can
be a driving force in accelerating transition, at the
same time campaigning for responsible policy-
making and decision-making. They are important

'¢In INE Mozambique, and in www.ipeme.gov.mz
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at every phase of policy formulation, and parti-
Cipate in the decision-making, implementation
and evaluation processes. They are therefore able
to ensure that the transition benefits society as a
whole. In Mozambique civil society organizations
have become more open to cooperating with
the Government and companies to improve the
business environment, the natural environment
and social change. They are of assistance to the
Government in relation to green economy issues
because many of them are familiar with the way in
which resources are used and traditional commu-
nity practices. They also intervene within commu-
nities to raise awareness of environmental issues.

Civil society organizations operating in the agri-
cultural sector are playing a very important role
in the transition to an inclusive green economy.
They focus mainly on agricultural extension and
have increased its geographical coverage and
the number of farmers reached. They have also
created job opportunities for agricultural techni-
cians. They are involved in dialogue and advocacy
to encourage people and companies to accept
their social responsibility.

5.2 Analytical tools for
integrated evaluation of inclusive
green economy policies and
strategies

Policies must generate outcomes, so it is crucial to
evaluate outcomes in order to determine the me-
rits of policies. Evaluation enables the relevance,
impact, utility, effectiveness and sustainability of
policies to be understood in order to inform fu-
ture policymaking, improve regulations and le-
gislation, avoid implementation problems and
advise decision makers.

In order to evaluate an inclusive green economy
and structural transformation, agreed evaluation
tools are required to ensure common practices at
the international level. Because there are no inter-
nationally agreed tools and every country has its
own methods policy outcomes can be very diffi-

cult to assess. In the absence of a common unified
tool, many countries use a multiple-tool approach.
Mozambique has some tools that could be used for
integrated evaluation of inclusive green economy
policies but there is lack of capacity to evaluate
economic losses in the event of natural disasters,
and of tools to evaluate contingency plans and
assess long-term risks. It is important to improve
intersectoral coordination and the quality of redis-
tribution of resources from the State budget to the
provinces, particularly funds for infrastructure.

The most appropriate tools for the evaluation of
inclusive green economy policies and strategies
in Mozambique are:

5.2.1 Country statistical and sectoral
reports

These reports are useful for collecting information
to enable challenges and opportunities in various
economic sectors, contribution to GDP (value
added), job creation, and environmental impacts
to be understood. They are also used to track po-
verty, inequality, and vulnerability indicators. Such
reports include:

*  The annual report on the economic and so-
cial plan (BAPES), which currently contains
programmes related to a green economy;

e Theforestinventory and mapping of risk and
disaster zones by the Ministry of State Admi-
nistration and the National Disaster Manage-
ment Institute;

*  The annual budget execution report, which
provides information on business sectors
that receive funds for development activities
related to an inclusive green economy;

* The integrated investment plan report,
which provides information on government
investment channelled into inclusive green
economy transition processes;

*  Poverty and social impact analysis - to pro-
mote evidence-based policy choices, by ex-
plicitly including poverty and social impacts
in the analysis of policy reform.



5.2.2 Surveys

Surveys can be used to identify key economic
and social challenges and opportunities for an
integrated evaluation of inclusive green economy
policies, and other policies. Examples include:
demographic and health surveys, which provi-
de representative national household data for
a wide range of monitoring and impact evalua-
tion indicators in the areas of population, health,
and nutrition (the latest available is 2011; 2014 is
on-going);"” labour force surveys by the National
Statistical Institute of Mozambique (Instituto Na-
cional de Estatistica - latest available annual sta-
tistical report is 2014);'® national agricultural sur-
veys conducted by the Ministry of Agriculture (the
latest available is 2008);" and enterprise surveys
conducted by the World Bank (the latest available
is 2007).%°

5.2.3 Human development index

The human development index is a summary mea-
sure of average achievement in three basic dimen-
sions of human development: a long and healthy
life, being knowledgeable, and having a decent
standard of living. These three dimensions are very
important to an evaluation of an inclusive green
economy. The United Nations Development Pro-
gramme produces human development index re-
ports. The latest available for Mozambique is 2008.%'

Mozambique’s human development index value
for 2014 is 0.416, which puts the country in the
low human development category. The country
is ranked 180 out of 188 countries and territories.
Progress has been slow, with an average annual
increase of about 1.66 per cent between 1980
and 2014.The country’s 2014 value of 0.416 is be-

" http://dhsprogram.com/what-we-do/survey/survey-display-467.
cfm

'8 http//www.ine.gov.mz/estatisticas/publicacoes/anuario/nacio-
nais

' http://fsg.afre.msu.edu/Mozambique/survey/index.htm

2 http://www.enterprisesurveys.org/data/exploreeconomies/2007/
mozambique

21 http://hdrundp.org/en/search-reports?country=MZ
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low the average of 0.505 for countries in the low
human development group and below the ave-
rage of 0.518 for countries in sub-Saharan Africa
(UNDP, 2015).

5.2.4 Strategic environmental
assessment

Strategic environmental assessment is a systema-
tic decision support process that aims to ensure
that environmental and possibly other sustai-
nability aspects are properly taken into account
in policymaking, planning and programming.”
The Government of Mozambique is using strate-
gic environmental assessment in the design of a
strategy to help drive sustainable development
that will safeguard and ensure the conservation
of invaluable natural assets, local communities
and their traditions. Itis also using it in response to
growing conflicts of interest along its coast. These
conflicts include current hydrocarbon surveys in
Cabo Delgado province and Inhambane. Seis-
mic survey activities and hydrocarbon prospec-
ting have raised claims in several sectors such as
tourism, fisheries and conservation areas. Strate-
gic environmental assessment is an integrated
process that will deliver a coastal development
strategy, an environmental database for different
purposes at subregional level, and a framework
for increased dialogue and alignment of sectoral
policies and development objectives (Partidario
and others, 2012).

At the request of the Ministry for Coordination
of Environmental Affairs, the Netherlands Com-
mission for Environmental Impact Assessment
advised on the environmental assessment of in-
frastructure for the transport of bulk goods from
a titanium smelter in Chibuto, north of Maputo.
A strategic environmental assessment was recom-
mended to provide an integrated assessment of
all interests to inform a decision on transport in-
frastructure. Although the outcome was unclear,
the assessment resulted in an action plan that

2 Environment and Climate Change Policy Brief - Mozambique
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included: identification of strategic assessment
pilot applications; awareness-raising, training and
technical capacity-building for those involved in
the pilots; and evaluation of the pilots, leading to
recommendations on the application of strategic
environmental assessment and guidelines for Mo-
zambique (OECD, 2006).

This process is important for Mozambique be-
cause of the urgency of harmonizing economic
activities with the preservation of a balanced en-
vironment and territory planning, and the need
to lay down regulations and guidelines to ensure
that economic development activities take place,
but that the environment remains protected. Sec-
tors or activities considered in the coastal zone
assessment include: hydrocarbons; mining; ports
and transport; fisheries; preventing conflicts over
land; and inappropriate use of resources.

5.2.5 Integrated environmental and
social impact assessment

Greater Maputo Water Supply Scheme conducted
an integrated environmental and social impact as-
sessment of a project located in Maputo province
covering several rural and peri-urban human sett-
lements in the Moamba District and the Macha-
va Municipal Administrative Post (Matola Muni-
cipality). Such an assessment is important when
cross-cutting themes need to be taken into ac-
count when assessing the environmental and so-
cialimpacts of a project. Like environmental impact
assessment, integrated environmental and social
impact assessment is a structured approach to ob-
taining and evaluating environmental information
to inform decision-making. The information essen-
tially consists of predictions of how the environ-
ment will change if certain alternative actions are
implemented, and advice on how best to manage
environmental changes if a particular alternative is
selected and implemented (UNEP, 2004).

The recommendation was that the project could
be implemented and operated without having
significant impacts on the bio-physical environ-

ment if the proposed mitigation measures were
implemented. In order to reduce the impacts on
flora and fauna to a minimum, the main recom-
mendations were: to use existing roads and tracks,
especially when crossing natural habitats; and
that crossings of wetlands and rivers should be
carried out during the dry season in order to mi-
nimize the impacts on the aquatic environment,
(Ministry of Planning and Development, 2013).

5.2.6 Poverty and social impact
analysis

Poverty and social impact analysis is an impor-
tant feature of the new approach to supporting
poverty reduction in developing countries. It
involves the analysis of the intended and unin-
tended consequences of policy interventions on
the well-being of different groups, with a special
focus on the vulnerable and the poor. In Mozam-
bique it was used to analyse the impact of a pos-
sible rise in fuel tax. Increasing a tax is bound to
increase poverty, if considered in isolation. In this
case, the magnitude of this effect was analysed.
Many key Mozambican stakeholders argued that
any increase in the fuel tax would have a major
effect, but the study concluded that the aggre-
gate short-term impact of a rise in fuel tax on
poverty would be modest. Nonetheless, it also
recommended that, if the Government decided
to increase the tax, it should do so in a way that
minimized economic disruption by introducing
any increases at times when world prices were
falling, so that a rise in fuel tax would not cause
an immediate increase in fuel prices (Nicholson
and others, 2003).

5.2.7 A computable general
equilibrium model for Mozambique

A computable general equilibrium model was
developed for Mozambique as part of the pro-
ject Macroeconomic Reforms and Regional In-
tegration in Southern Africa, and applied for the
first time by Arndt and others (2000). The model’s



main features replicate those of the model deve-
loped by the International Food Policy Research
Institute (Lofgren and others, 2002).

The calibration of the model uses a social accoun-
ting matrix for 1995 constructed from primary Na-
tional Statistics Institute data, including national
accounts data for 1991 to 1996. The data includes
product balance statements for 184 commodities,
and value added and tax information for 26 sec-
tors. These data are supplemented by data from
the Mozambique Anuario Estatistico, which pro-
vides information on exchange rates, government
expenditure (broken down into recurrent and in-
vestment expenditure), tax revenue, remittances,
and aid as a proportion of the government bud-
get (Tarp and others, 2002).

Computable general equilibrium models are im-
portant for analysing the impacts of policy changes
on an economy. The advantage of a general equili-
brium model over a sectoral or partial equilibrium
model is that the impacts are economy-wide and
so include all possible feedback from all econo-
mic activities and actors. In the study by Tarp and
others (2002), the model was found to be capable
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of explaining many salient aspects of the perfor-
mance of the Mozambican economy in the post-
war period. Reductions in aid inflows were shown
to have significant welfare implications. It also
revealed that lack of access to financial markets,
combined with a continuing lack of export market
penetration and low export transformation, were
structural problems likely to be accompanied by
forced reductions in the absorption of imported
and domestically produced goods.

It is important to note that the study was done
before significant foreign direct investment flows
to the mining and gas sectors began, so some of
the conclusions may not apply in the current eco-
nomic environment. Structural transformation is
an ongoing process, however, so some of the key
findings are still relevant, although certain conclu-
sions may change because of the importance
accorded to industry and manufacturing. Never-
theless, the finding that the agricultural sector is
crucial to any satisfactory development process
in Mozambique and that agricultural develop-
ment has the potential to achieve the twin goals
of growth and improved income distribution re-
mains valid and consistent with this report.
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6. Challenges and opportunities

Mozambique is experiencing a rate of economic
growth that represents an enormous opportu-
nity for poverty reduction and development, but
it faces growing inequality, poverty and depriva-
tion, which are equally great challenges. Another
challenge is to avoid environmental degradation
while pushing for economic growth and structu-
ral transformation.

Several sectoral policies acknowledge the green
economy as an important objective towards
which different stakeholders (public, private
and civil society) could contribute practical ac-
tions, as well as an overarching programme to
promote policies and strategies for the green
economy. Nonetheless, there are still few such
actions because of the weak coordination
between sectors and the weak integration ca-
pacity of related issues in the planning and bud-
geting documents and actual implementation,
which results in sporadic and less effective ac-
tion. It is now urgent to coordinate action for
the transition to a green economy.

6.1 Challenges

Funding investment

Recession at the global level is a great challenge
to inclusive green economy and structural trans-
formation policies in Mozambique. The country
still relies on foreign direct investment and of-
ficial development assistance to finance pro-
grammes and policies at all levels, from central
to local government. Given the current financial
instability, much investment is frozen or halted.
This could have drastic consequences for an in-
clusive green economy and structural transfor-
mation. Finding resources to invest in infrastruc-
ture, public services and programmes is the big-
gest challenge Mozambique will face. Funding
subsidies, loans and grants will be another ma-
jor challenge in the years ahead. The country is

in no position to be able to expand its financial
support or assistance to anyone involved in wor-
king towards an inclusive green economy and
structural transformation.

Infrastructure development

The success of inclusive green economy and
structural transformation policies depends largely
on the availability of infrastructure, which has an
enormous impact on the overall production pro-
cess by helping to reduce production costs and
improving efficiency. In Mozambique, industrial
take-off will definitely be hampered by infrastruc-
ture shortages, which are an obstacle to econo-
mic growth, development and poverty reduction.
Lack of roads, bridges and railways prevents the
establishment of connections between producers
and markets and makes transportation costs very
high. Lack of infrastructure, especially connecting
cities and rural areas, also results in high prices.

Institutional strengthening

The many institutional weaknesses obstruct pro-
gress towards an inclusive green economy and
structural transformation. A lack of human re-
sources (almost total at the local level), financial
incapacity, governance issues such as corruption,
and other factors are major impediments. Some
institutions are unable to adopt norms and prac-
tices adapted to the new environment. Above all,
institutional weaknesses impede policy formula-
tion, implementation, monitoring and evaluation.
For evaluation, institutions must improve data col-
lection and build credible indicators to measure
achievements and setbacks.

Technological development, innovation,
research and development

Bringing about an inclusive green economy
means changing technology in order to produce
without harming the environment. For that to
happen, technologies that respond to local reali-
ties need to be developed. It is unsustainable to



import technologies, so Mozambique will have to
develop its own. This will be challenging because
there are insufficient technicians and scientists to
deliver new technologies to those engaged in ex-
ploitation of natural resources. Investment in re-
search and development is very limited because
of financial constraints. Although Mozambique is
investing in new seeds resistant to drought and
other disasters, the country lags far behind inter-
national standards of research and development.

Education, training and skills

Significant investment in education and training is
required to give people the skills they need to be
able to work towards an inclusive green economy
and structural transformation. Mozambique's edu-
cation and training system and infrastructure are
very limited. Very few people receive any techni-
cal education because of years of low investment
in the sector. Changing this will require a major
paradigm shift on the part of the leadership of
the country. The Government is aware that invest-
ment in technical institutions is essential, but is
constrained by its financial capacity.

Access to information

Progress towards an inclusive green economy and
structural transformation is dependent on access
to information. Getting information to the right
place at the right time is a challenge for institu-
tions, particularly when dealing with communities
atlocal level. At present there are few mechanisms
for information delivery, so people at local level
are unaware of the strategies and policies being
adopted. The State must do more to reach these
people: it is responsible for raising awareness so
the dissemination of information should be at the
centre of all policies, strategies and programmes.

Participatory governance and

coordination with key players

Bringing stakeholders to the table at all levels will
be challenging. The top-down decision-making
model that persists in governmental institutions
works against participatory governance. Some
institutions are open to participation, but others
are averse to it. Participation in decision-making
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is linked to democratic development. Mozambi-
can democracy is still very young and institutions
are still tied to old practices and behaviour. Spe-
cific forums to engage all interested stakeholders
should be created to stimulate participation.

Broaden fiscal and market incentives

Many fiscal market incentives are in place but
Mozambique still lags behind other States in the
region. According to the World Bank (2013), Mo-
zambique has taxes and tariffs that harm its eco-
nomy by discouraging national and international
investment. The challenge is to reduce unneces-
sary taxes and adopt measures to attract investors
to Mozambique.

Poverty and food insecurity

Poverty is at the centre of inclusive green eco-
nomy and structural transformation strategies
but is also a challenge to them. Poor people may
resist concepts and formulas that do not respond
to their immediate needs. Poverty is challenging
because it is at the root of bad practices in agri-
culture, fisheries, extraction activities, and so on.
The absence of basic services, information, in-
frastructure and education prevent poor people
from taking responsible action. Along with po-
verty, food insecurity is at the heart of practices
harmful to the environment because hunger
will drive people to adopt inappropriate tech-
nologies to produce food. Burning practices are
jeopardizing soils and biodiversity in rural areas,
making soils unproductive.

Natural disasters and climate change

Mozambique is prone to natural disasters, such
as floods and cyclones, that affect the national
economy and households, and may hinder pro-
gress towards an inclusive green economy and
structural transformation by, among other things,
destroying important infrastructure such as roads
and bridges. The agricultural sector faces enor-
mous challenges because of natural disasters and
climate change. Extreme weather events, such as
heavy rains, excessive heat and drought have an
impact on agriculture and industry alike. Climate
change is a serious threat to economic and so-
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cial growth and to environmental and ecological
preservation.? The challenge is to ensure that the
planning processes, at local, community, district,
provincial, national and sectoral levels, take cli-
mate change into account in the various instru-
ments and in the Social and Economic Plan.

6.2 Opportunities

Natural resource endowment

Large natural resources have been discovered
in Mozambique in recent years. The discovery of
enormous coal reserves in the Tete basin and in
Niassa, huge gas reserves in the Rovuma basin
and other mineral resources in other areas of the
country show the enormous potential of its re-
source endowment. The coal and gas reserves are
among the largest undeveloped reserves in the
world. Arable land is also abundant, and there is
water for irrigation.

Mozambique's natural capital consists of fertile
soils, abundant river resources, dense forests,
marine and fish stocks and wildlife. The country
as a whole has a diverse stock of capital capable
of generating multiple income flows in various
sectors. If well managed, the natural renewable
resources will last beyond the non-renewable
ones and may ensure satisfaction of the needs of
future generations. A diversified assets base is an
excellent starting-point for a resilient and com-
petitive economy.

Energy potential

Mozambique has vast energy potential. National
hydroelectric potential is still unexplored, while
the potential for renewable energy generation
(solar, biomass, and wind) is enormous. Proper
energy production and delivery will be essential
to boost progress to an inclusive green economy
and structural transformation. Investment oppor-
tunities in the energy sector could boost the Mo-

% Mozambique is one of the countries most affected by climate
change. Extreme weather events, such as drought, floods and cy-
clones, are occurring with increasing frequency, and this is having
a cumulative and devastating impact on an insufficiently prepared
population.

zambican economy in the near future. According
to the Ministry of Energy, in order to develop its
vast resources, the Government has launched
several major initiatives, such as: the Mphanda
Nkuwa hydropower plant, with a planned capacity
of 1,500MW; the Cahora Bassa north bank dam,
with a planned capacity of 1,245MW; coal thermal
power plants connected to mining projects in
Moatize, with a planned initial capacity of 2x300
MW and an installed capacity of 2400 MW, and
Benga, with a planned initial capacity of 300MW
and an installed capacity of 2000 MW. In southern
Mozambique it is planned to install about 420MW
of natural gas-fuelled thermal power plants: Res-
sano Garcia (175MW), Gigawatt (100MW), Maputo
(100MW) and Kuvaninga (45MW) (Manda, 2012).

Current economic growth pattern

Periods of economic stagnation are incompatible
with progress towards an inclusive green eco-
nomy and structural transformation, while periods
of economic growth present a window of oppor-
tunity for businesses to grow. The rapid econo-
mic growth that Mozambique is experiencing is
challenging in the sense that producers must be
guided into adopting practices that prevent en-
vironmental degradation. As Mozambique has
many regulations on environmental protection, it
is wise to use current investment patterns to im-
pose compliance with them at an early stage so
that businesses start in a rule-based environment.
The capital-intensive nature of current economic
growth patterns and the accompanying introduc-
tion of modern technology and employment op-
portunities will also stimulate structural transfor-
mation. Mozambique has an opportunity to turn
its rapid economic growth into poverty reduction.

Existing policies and strategies

The existing policies and those being incorpo-
rated in sectoral plans constitute guidance for the
integration of policies, practices and environmen-
tally sustainable actions to create the necessary
basis for the implementation of effective green
growth in Mozambique. Effective implementa-
tion of the green economy is planned to run from
2015 to 2030 (Mozambique, 2012).



Market opportunities

The demand for goods and services in Mozam-
bigue is rising in response to economic growth
but supply is limited. National and international
companies are expected to fill supply gapsin the
market and, in the absence of credible competi-
tors, could make enormous gains. It is essential
to capitalize on this opportunity. Geography
and demographics are changing consump-
tion patterns as the centre and the north of the
country undergo economic transformation and
growth and a new generation of consumers is
entering the market.

The growing informal sector represents another
opportunity to foster structural transformation.
Informal sector productivity is not accounted for
in GDP analysis but is a huge contributor to eco-
nomic development and poverty reduction. Mo-
zambique needs to regulate this sector and give
it semi-formal status. It offers opportunities for tax
collection, employment, increased private initia-
tives, and to fill gaps in the market. Mechanisms
to help informal entrepreneurs to become formal
or semi-formal should be available, especially to
small and micro entrepreneurs.* The facilitation
process would involve offering them incentives to
introduce new management practices focusing
on sustainable development, and respecting eco-
systems.

Tax revenues and royalties

Fiscal income and royalties from the extractive
industry could be invested in the transition to
the green economy by expanding physical ca-
pital (sustainable infrastructure) and developing
human capital (@ more productive labour force,
with better education and health), thus creating
economic and social resilience among Mozam-
bicans. However, as Aaboe and Kring put it, most
large-scale foreign investment enjoys substantial
fiscal incentives, which significantly reduce their
contribution to revenue. The main megaprojects
contribute little to the state budget because they

* Young people in Mozambique face various challenges that fre-
quently result in difficulties finding formal and decent employment,
so most resort to the informal labour market.
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enjoy wide-ranging exemptions. Moreover, some
companies avoid paying taxes through schemes
outside state control (Aaboe and Kring, 2013).

Regional cooperation

Regional cooperation offers opportunities to build
on a wider range of assets, reduce dependency
on external markets and create economies of
scale, especially for investment in capital-intensive
sectors such as renewable energy. Investment in
strategic actions to transform specific sectors like
agriculture can make a major contribution to job
creation, poverty reduction and environmental
protection.

International support

The inclusive green economy and structural trans-
formation are currently on the agenda of the in-
ternational community, so support for national
initiatives is available. Countries willing to advance
in this direction will find their policies, strategies
and programmes accommodated. It is vital for the
country to seize this opportunity.

Generally speaking, aninclusive green economy re-
presents an opportunity for sustainable growth for
Mozambique in employment as well as in econo-
mic terms. It can generate new jobs and business
opportunities, not only in high technology sectors
but also by transforming traditional sectors, such
as agriculture, industry, tourism, waste-recycling,
and construction. A green economy gives the
country the opportunity to invest in young people
so that they can live in a green way, and is also an
opportunity for the private sector because it can
develop products and services that are served by
small and micro-enterprises and the community.
The private sector can fill niches that will not be
targeted by big business, including marketing that
highlights‘locally made’or other qualities that can-
not be mass-produced. A green economy is an op-
portunity to invest in innovation, and in advanced
technology, for example.

The green economy approach in the extractive
industry helps to mitigate the environmental
damages that this type of industry brings and
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requires its development to depend on the pro-
vision of infrastructure and services that cause
the least possible harm to the environment, the
creation of the highest possible number of jobs
and the improvement of the living standards of
the highest possible number of people.

The green economy also optimizes the benefits of
the sustainable use of natural resources in terms
of both public services and economic returns, and
provides the opportunity to protect natural eco-

systems. Environmental degradation and poverty
in Mozambique can both be tackled by applying
green agricultural practices. Roughly 80 per cent
of the population depends on agriculture for a li-
velihood, the vast majority of them living in rural
areas on less than $1 a day. Increasing farm yields
and returns on labour, while improving ecosys-
tem services (on which the poor depend most
directly for food and livelihoods), will be crucial to
achieving these goals.
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7. Conclusions and policy
recommendations

7.1 Conclusions

This report has outlined the great efforts Mozam-
bique has made towards sustainable develop-
ment. It has also stressed the positive impact of
the implementation of strategies and actions to
bring about structural transformation and, more
recently, an inclusive green economy.

After emerging from three decades of armed
conflict, Mozambique has achieved economic
and social progress, and reflects its efforts over
the last 20 years in response to the recommenda-
tions of Rio and Johannesburg sustainable deve-
lopment conferences. Nonetheless, the country
is vulnerable to various shocks and prone to na-
tural disasters, including floods and drought. In
order to harness the opportunities and overcome
challenges, it has to build on past successes and
learn from the challenges to implementation of
previous policies and strategies. The private sec-
tor will remain crucial for economic growth. The
national economy has considerable potential in
the primary sector, driven by natural resources,
but their limited contribution to job creation
means that support must be given to small and
medium-sized enterprises to enable them to be
part of the value chains of the natural resource
sectors in the mining and extractives indus-
try, manufacturing and distribution. The main
challenge is to develop industries that enable sus-
tainable exploitation and transformation of these
resources. Two major challenges inherent in the
exploitation of mineral resources are the need to
ensure that the exploitation remains sustainable
and for careful management of the population’s
expectations. Thus, interventions in natural re-
source-based sectors should be responsive to
local needs, as local populations have very high
expectations given the scale of investment and
government engagement in the sector.

The adoption of the Green Economy Roadmap
and Green Economy Action Plan for the tran-
sitional period 2013-2014, are clear indications
that Mozambique is moving forward in its green
economy agenda. Various steps taken prior to the
adoption of these documents sent a clear mes-
sage about Mozambique's intention regarding an
inclusive green economy. Challenges remain in
the implementation of the Roadmap and lessons
will be learned along the way. There are also op-
portunities to be seized, particularly through les-
sons learned elsewhere by other countries that
are also implementing green economy strategies.
However, the assessment of these lessons and
the translation of their implications into interven-
tions in Mozambique will depend on the quality
of institutions and policies put in place to drive
the transformation.

The Government and all the stakeholders must
work together to achieve an inclusive green eco-
nomy. The establishment of a platform in which
the stakeholders - the Government, the private
sector, civil society, and academia - participate
for the transition to a green economy will be cri-
tical. In order to advance towards local structural
transformation and an inclusive green economy,
institutions should be actively engaged with bu-
sinesses operating in the exploitation and pro-
duction of natural resources. Local communities,
as well as businesses and industry, should be in-
volved in the process. Involving communities and
stakeholders also means negotiating with, liste-
ning to and consulting them.

Institutions should generate and provide the ne-
cessary information, services and training, and
issue guidelines as needed. The lead taken on
the green economy by the Ministry for Coordi-
nation of Environmental Affairs is commendable
but greater involvement by other lead ministries

57



58

Inclusive Green Economy Policies and Structural Transformation in Mozambique

is required, particularly the ministries of finance,
agriculture, and industry, since these sectors will
play vital roles in the green economy given the
resource requirements and the implication of the
transition for both agriculture and industry. The
transition would also benefit from increased en-
vironmental protection and management skills
and knowledge. The proliferation of technolo-
gies means that knowledge of them is essential
to enable policymakers to devise the right po-
licy instruments to ensure that development is
sustainable. Incentives for innovation and tech-
nology development and transfer would help to
improve productivity.

This study has shown that there is a significant
disconnect between economic development
and structural transformation, and this will per-
sist as long as poverty and social development
remain low priorities. Although the country has
made progress in human development, with
greater emphasis on access to water and health
care, more needs to be done to eradicate pover-
ty. In particular, inclusive green growth, poverty
eradication and sustainable utilization of natural
resources must be inbuilt targets of national de-
velopment policies. The country is attracting a
great deal of investment resources in the natural
resources sector, but very little in manufactu-
ring and agriculture. It is important to diversify
investment and attract resources to sectors that
will accelerate structural transformation and in-
clusive growth. Investment also needs to be
directed towards poverty eradication through
shared, broad-based economic growth that be-
nefits all people.

Policies and strategies should be based on ob-
jective data and impact assessments. Pilot pro-
grammes may have to be implemented to test
feasibility. Impact assessment studies should fol-
low to see how stakeholders respond to those
strategies and policies and evaluate whether or
not it is worth introducing them on a wider scale.
The rural subsector is very important as it is not
just a source of raw materials and labour, but also
a consumer base for a growing economy. Given

that over two thirds of the population live in ru-
ral areas and are largely dependent on agricultu-
re for employment and livelihood, the role of the
rural economy in stimulating overall economic
growth and poverty reduction is critical. Structu-
ral transformation should make agriculture and
rural transformation priorities through enhanced
interlinkages with industrial clusters. This will re-
quire upgraded transport infrastructure, access
to information and increased productivity in the
smallholder agricultural sector.

7.2 Policy recommendations

The Green Economy Roadmap is the star-
ting-point for implementation of a transformative
agenda that ties together national development
objectives and sustainable development goals.
There are other policies and strategies that Mo-
zambique can adopt to strengthen the transition
process and the link between an inclusive green
economy and structural transformation. These
should seek, among other priorities, to: establish a
basis for development capable of reconciling the
indispensable economic growth with sustainable
use of natural resources, social justice and higher
living standards for people; create jobs; increase
the productivity of materials; increase water use
efficiency; reduce carbon emissions; increase the
weight of renewable energy in the overall energy
mix; and improve air quality.

Structural transformation based on the country’s
rich natural resources and pristine ecosystems
should be guided by an integrated approach that
views the environment and human resources
as valuable assets in the development of the
country. Management of the transition is not the
exclusive responsibility of the Government, a spe-
cific organization or group of individuals, but one
that should be shared by the whole society. This
implies a set of harmonized actions carried out in
a spirit of shared responsibility. Practical actions
and commitments need to be spelt out for the
private sector and the Government, and institu-
tions put in place to manage the transition. Some



of the key actions for the success of structural
transformation and an inclusive green economy
in Mozambique are set out below.

Accelerate implementation of the Roadmap
and reform of existing policies in line with the
green economy agenda. Inclusive green eco-
nomy policies will only have a positive impact if
they can stimulate wider structural reforms that
address both the economic growth challenges
and the sustainability and social development
needs of Mozambique. The country should en-
hance coherence of existing and new policies,
and facilitate reforms identified by new policies.
Particular effort should be devoted to improving
the coordination of plans and programmes with
clear environmental impacts and the evaluation
of the country’s natural resources.

Improve stakeholder engagement, particular-
ly local communities, in issues related to use of
natural resources and development projects
that impact their local environment. Public
policy formulation and implementation needs to
bring together every stakeholder. Strengthening
regulations and the institutions responsible for
natural resource management is one way of en-
suring sustainable natural resource management.
However, the multi-stakeholder nature of interests
in natural resources requires concerted efforts by
the whole government machinery, the public,
and non-State actors. It also requires institutions
to be strengthened or established to implement,
oversee and evaluate the policies, strategies, pro-
grammes and actions adopted under the green
economy in the country.

Develop agribusiness and the processing
and manufacturing industries that have links
with the rest of the economy in order to sup-
port the transition to an inclusive green eco-
nomy. Enterprise development should start at the
grassroots in the agricultural sector dominated
by smallholder farmers with limited market pre-
sence. If the goal of turning Mozambique into a
middle-income country is to become a reality,
growth by micro, small, medium and large com-
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mercial producers (agribusiness) and the deve-
lopment of the processing and manufacturing
industry (food processing, metallurgy, etc.) should
be encouraged and supported.

Address the lack of technical, financial and hu-
man capacity in the country to implement the
green economy. Build technical and institutional
capacity in all sectors and expand the scale of im-
plementation or replicate green projects across
the country. The Government needs technical ca-
pacity to adopt and implement policies, manage
public investment, collect data, monitor and eva-
luate programmes and produce reports.

Invest in and develop human resources for
structural transformation and an inclusive
green economy. The high demand for Mozam-
bique’s resources and land by rising powers could
offer an opportunity for social development if bu-
siness enterprises also invest in human resources
by training Mozambicans and improving their
professional education over the long term.

Stimulate increased productivity through
technology transfer, research and innovation.
Technological change is central to the process
of structural transformation in Mozambique be-
cause it is through innovation in the broad sense
that new sectors emerge and upgrading within
sectors takes place. The country should build on
its successful activities and interventions, such as
national entrepreneurship development, the Po-
verty Reduction Action Plan Il, and the technology
and innovation strategy, to stimulate productivity
through technological development and transfer,
and innovation.

Develop incentives for private sector inves-
tors in the green economy. A financial mecha-
nism for public investment and private sector
support should be created in line with the Natio-
nal Development Strategy and the imperative of
implementing the Roadmap. This can be achie-
ved by reviewing the Fiscal Incentives Act, main-
taining in particular incentives for sustainable
infrastructure development, industry, agriculture
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and fisheries, or promulgating new, broader fis-
cal measures to capture more sustainable activi-
ties. Non-fiscal incentives are equally important,
as the availability of credit and low interest loans,
the provision of infrastructure, elimination of re-
gulatory barriers and other policy changes may
stimulate private sector involvement and spur
the transformation.

Make communication and awareness-raising
anintegral part of the implementation strate-
gy for the Green Economy Roadmap. Since in-
formation must reach everyone concerned, Mo-
zambique has to take every possible measure to

promote and support the green economy. The
Government should invest in the dissemination
of information, and education and training in or-
der to enhance producer skills and knowledge
and broaden stakeholder acceptance of the
green economy.
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