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1. Executive summary 

Financing of adaptation to climate change is inevitable in Mozambique. Local financial institutions 
(FIs) and firms (SMEs, but also small-scale holders) understand the urgency and already feel the 
affects. However in many cases they do not know how to respond to it, or lack access to finance.  

A number of technologies and measures are locally available for different sectors to adapt to 
climate change, but the demand for respective products is still low and concrete loan demand for 
adaptation projects is not developed yet to its full potential. 

 The development of the tourism sector is on the Government’s agenda. There are 
strategies and partly funding is made available for associated infrastructure and niches like 
eco-tourism. However, the larger market players are usually foreign owned and do acquire 
finance from sources - others than finance institutions in Mozambique. Smaller entities, like 
community eco-lodges usually have a demand for finance; for the establishment, but also 
for continuous development. However, smaller businesses prefer to use their own funds 
when making investments due to high interest rates.  

By referring to the current sector developments, capital costs for technologies/measures, and 
estimating the demand conservatively, a potential loan demand can be calculated. 

 With regard to the water sector, loan finance for informal water suppliers is unlikely. 
However, a potential loan demand up to USD40million for simple rainwater harvesting 
systems (to overcome the limitations of the water sector) has been identified as an 
alternative opportunity (short-term measure). 

 With regard to the agriculture sector, a potential loan demand of more than USD5million 
for the investments in drought resistant crops, about USD36.4million for irrigation systems, 
and another USD22.4million by considering existing programs that already target small 
farmers are possible.  

Acceptable internal rate of returns (IRR) can be expected for the measures. However, the 
investigated loan demand volumes need to be taken with caution and can be taken as 
guiding estimations only.  

In order to gain concrete investment potentials, a target market needs to have knowledge about 
the available products (and associated costs and benefits). Capacity building is needed to 
develop the actual demand for adaptation measures and associated products and services and 
loan funding - to enable businesses to choose and act. 

In a few cases, adapting behavior - rather than investing solely in technology or specialized 
equipment - is essential (and is a pre-condition for adaptation).  

With regard to the small-scale agricultural farmers, a lack of productivity is still a pressing issue 
and will need to be tackled simultaneously to make these firms and projects bankable. A number of 
initiatives are already ongoing, and should be integrated into a finance facility. 

Also a number of institutions are already active in the field of raising awareness and developing 
capacities with regard to adaptation to climate change. When developing a finance facility for 
climate change adaptation, it is highly recommended to engage with these institutions to 
complement the existing efforts. In fact, a programmatic approach is recommended for a finance 
facility to develop a solid demand (for finance) and to develop bankable projects and to create 
synergies between different initiatives.  
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Some local financial institutions are reluctant to lend to community projects, like ecolodges and the 
agriculture sector and access to finance is still a challenge for small enterprises. Furthermore, FIs 
have none, or only limited experience in investing in adaptation measures. Climate change is not 
often perceived as an immediate risk for their clients and repayments. Therefore any finance facility 
would need to provide also extensive capacity building for FIs to raise knowledge and 
improve awareness.  

Country specific challenges, like non-transferable land titles, make lending in particular to 
agriculture difficult and innovative approaches are required. Innovative guarantees could be 
implemented and used in order to overcome respective limitations.  

A number of adaptation measures that affect the tourism sector are in many cases of benefit to the 
wider community and thus are considered as public good. Therefore, a much larger outreach 
program, beyond the scope of this project, may be required. One approach that can be explored is 
a public-private partnership model.  

With regard to the water sector, the extension of the formal water supply network is on the 
Government’s agenda and would eventually replace informal water suppliers. Investments on this 
level are of larger scale and are also beyond the scope of this project. 

Overall, there is a need for investment in adaptation, but the actual demand still needs to be 
nurtured by awareness raising and capacity building. This requires a programmatic approach; 
tackling basic development issues (e.g. improving productivity) and simultaneously raising 
awareness and building capacities in climate change adaptation; within enterprises and financial 
institutions. To be effective, it is highly recommended that a finance facility involves a number of 
different stakeholders that are already active in this field.  
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2. Introduction 

Developing countries are extremely vulnerable to the impact from climate change. Many countries 
are particularly vulnerable due to their geographic location and have fewer resources and less 
capacity to respond to the risks. Today, climate change adaptation is one of the most pressing 
topics for many developing countries.    

Mozambique is one of the poorest countries in the world. The country ranks 184 out of 187 on the 
Human Development Index.1 Throughout its history Mozambique has suffered from numerous 
droughts, floods, cyclones and related natural disasters, which have had a substantial impact on 
the poverty levels.  

Graph 1: Number of natural disasters (1956 – 2008) 

 

 

 

 

 

 

 

 

Mozambique ranks 19th on the climate risk index2 and third on the global weather-related damage 
index. Considering the capability of the country as a whole; its Government, the private sector and 
the civil society, to adapt – i.e. cope with and respond effectively – to change in general, 

Mozambique ranks 59th of 60 countries on the Change Readiness Index3.   

In 2000, southern Mozambique was hit by historical flooding which affected 4.5 million people and 
claimed more than 700 lives. At the same time, the event caused major economic loss reducing 
GDP growth from over 10% to less than 2%, and leading to direct and indirect losses estimated at 
USD 488million.4 In 2001, another flood hit central Mozambique and affected over 500,000 people. 
From 2007 to 2009, central and northern Mozambique suffered recurring floods and cyclones.5  

The Government – with the help from the international donor community – is becoming more 
involved in planning and implementation of adaptation activities. However, severe constraints 
remain in place. Mozambique suffers from a lack of knowledge, funding and expertise. 
Furthermore, adaptation activities of the private sector are haphazard and sporadic, with little 
financial means for implementation. Providing the private sector with reliable financing to fund 
adaptation activities has the potential to accelerate the adaptation efforts and make 
Mozambique more resilient towards the effects of climate change.   

                                                           

1 UNDP (2011) Human Development Index (http://hdr.undp.org/en/media/HDR_2011_EN_Table1.pdf). 
2German Watch (2012) Briefing Paper: Global Climate Risk Index 2012 (http://germanwatch.org/klima/cri.pdf). 
3 KPMG (2012) Change Readiness Index 2012 – Assessing countries’ ability to manage change and cultivate opportunity. 
4 World Bank (2005) Natural Disaster Hotspots - A Global Risk Analysis. 
5 Artur, L. Hilhorst, D. (2010) Climate change adaptation in Mozambique.  

Source: Queface, 2009  

 

http://hdr.undp.org/en/media/HDR_2011_EN_Table1.pdf
http://germanwatch.org/klima/cri.pdf
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Given the dire situation, Mozambique was selected to be one of three African pilot countries for the 
implementation of the Pilot Program on Climate Resilience (PPCR). The PPCR is the first program 
under the Strategic Climate Fund of the Climate Investment Fund (CIF). The program will be 
implemented by the Mozambican Government with the support of the IFC, World Bank and African 
Development Bank. The objective of the PPCR is to demonstrate how climate risk and resilience 
building can be mainstreamed into development efforts. 

Within the PPCR, the IFC is focusing on the involvement of the private sector as a key actor in 
climate change adaptation. Under this framework IFC commissioned Frankfurt School of Finance 
and Management (Frankfurt School) to conduct a demand study for adaptation measures.  

The adaptation measures will be financed through partner financial institutions (PFIs) using the 
funds from the PPCR assigned to Mozambique, funds of the national Government and PFIs’ own 
funds. The study is aimed at determining the demand for adaptation finance from small and 
medium-sized enterprises, including the supply side perspective from the financial institutions.  

The amounts to be financed will reflect the needs of businesses, as well as the objectives of the 
PFIs. The program will also include a concessional part with the purpose of motivating PFIs to 
invest in this field.  

A parallel study aimed at assessing the demand for larger investments has been commissioned as 
well, and has been carried out by Unique, a German consultancy. Smaller investments identified by 
Unique, which do not fit into the direct investment policy of the IFC, are included in this report.  

This report is designed to summarize the socio-economic context of Mozambique, its financial 
system and outline the findings from the desk study and the interviews with stakeholders in 
Mozambique. By the means of recommendations, the report outlines potential investments into 
climate adaptation measures.  

 

2.1. Approach and methodology 

The approach of the assessment was to identify and analyze the supply and demand for adaptation 
finance. A two pronged approach has been selected. It focuses on the needs of small and medium-
sized enterprises, and farmers (i.e. financial beneficiaries), as well as on the activities and 
capacities of the financial institutions (financial intermediaries) in order to determine the possible 
adaptation activities to be financed.  

Initially, the team conducted a comprehensive review and systematization of the available 
secondary materials to understand the current situation and prepare for the interviews. The second 
stage included a mission to Mozambique (October/November 2012), where two consultants 
conducted a series of interviews with potential clients and other industry representatives, such as 
business associations, technical advisors, governmental and non-governmental organizations and 
financial institutions.  

A second round of interviews was organized (May 2013) to verify the findings of the first mission 
and to collect additional data. 

During the desk study, the team consulted sector data and legal documents disseminated by the 
Company E, macroeconomic and microeconomic data from recent IMF reports, local statistical 
sources (including enterprise surveys and local market statistics), press releases and financial 
statements of commercial banks and microfinance institutions (MFIs), press articles in the national 
and regional media, as well as a number of research papers on climate change adaptation. Annex 
1 contains the reference list.  
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3. Mozambique country background 

3.1. Socio-economic development 

Over the last decade Mozambique has enjoyed continued growth and a stable macroeconomic 
development, which has helped the country to recover after the long civil war. The country 
weathered the global financial crises relatively well with the GDP growth slowing to 6.3% in 2009, 
but recovering to the pre-crisis levels in 2011 (7.2%). 

Table 1: Macroeconomic indicators 

  2006 2007 2008 2009 2010 2011 

Real GDP growth (annual %) 8.68 7.28 6.83 6.33 6.77 7.24 

GDP per capita,(current USD) 333.28 368.42 442.89 423.21 393.72 598.18 

Inflation, consumer prices (annual %) 13.24 8.16 10.33 3.25 12.70 10.80 

Source: AfDB data portal 

The main drivers of growth during this period were large direct foreign investments (FDI) in the 
extractive industries, mainly coal mining, and infrastructure projects. From 2006 to 2011 the GDP 
per capita has increased by 80% as shown in the previous table. 

In 2011, the main sectors contributing to GDP were: agriculture (23.6%), commerce and services 
(11.9%), transforming manufacturing industry (11.8%) and transport and communication (11.7%)6. 
The main export products were: aluminum (50%) and to a much lower extend traditional cash 
crops, such as sugar, cotton, tobacco and cashew. Mozambique continues being import-dependent 
for machinery, consumer durables, fuel and vehicles. 

Future economic growth forecasts remain optimistic due to the planned investments in natural 
resource extraction and agricultural growth. However, inflation remains a challenge for the 
economy. Although inflation has decreased in comparison with 2006, it was still in the double digit 
level in 2011. 

Average inflation in 2011 was 10.8% and mostly reflects the rising prices for fuel and food.7 In order 
to counter the depreciation of the Metical in the context of the financial crisis and to tighten liquidity, 
the Company E increased lending facility rates and minimum reserve requirements for deposits. As 
a result, inflation did not increase further and the Metical appreciated again, but on the other side 
exports and local credit were negatively affected. 

Graph 2: Inflation rate over the last years 

 

 

 

 

 

 

 

 

 

Average inflation in 2011 was 10.8% and mostly reflects the rising prices for fuel and food.8 In order 
to counter the depreciation of the Metical in the context of the financial crisis and to tighten liquidity, 

                                                           

6 Banco de Moçambique (BM) 2012, Annual Report 2011 
7 AEO, 2012 African Economic Outlook - Mozambique 
8 AFDB, 2012 African Economic Outlook – Mozambique, Instituto Nacional de Estatística (2011b), Estatística das Empresas 2008 
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the Company E increased lending facility rates and minimum reserve requirements for deposits. As 
a result, inflation did not increase further and the Metical appreciated again, but on the other side 
exports and local credit were negatively affected. 
It has to be noted that the economic growth driven by capital intensive projects failed to generate 
employment and poverty remains a significant concern. Currently, the unemployment rate is 27% 
and young people in particular find it very difficult to enter the labor market. Around 32% of the 
employment is generated in the formal economy which is mostly urban and highly concentrated in 
the Maputo (province and town) and Beira. Social unrest is emerging and might influence the result 
of the next general election which is scheduled for 2014.9 
Mozambique had a natural birth rate of 2.8% in 2007, which means that in 2011 the country 
reached over 23 million inhabitants. According to the 2007 data, 42% of the population is 
concentrated in the central region, 34% in the north and 24% in the south. Out of the total 
population, 62% live in rural areas and 50% is aged between 15 and 59 years, and thus can be 
considered economically active population.10 Over 70% of the economically active population 
works in the agricultural sector. 

Table 2 Geographical distribution of GDP and population 
Region Province GDP mio USD, 2009 Share  Population, 2007 Share (%) 

North Niassa 315 4% 1,096,406 6% 

  Cabo Delgado 438 5% 1,605,649 8% 

  Nampula 345 4% 3,888,356 20% 

Centre Zambezia 963 12% 3,792,000 19% 

  Tete 526 6% 1,489,843 8% 

  Manica 494 6% 1,412,029 7% 

  Sofala 1,021 12% 1,543,909 8% 

South Inhambane 1,021 12% 1,267,035 6% 

  Gaza 442 5% 1,219,013 6% 

  Maputo Prov. 1,322 16% 1,205,553 6% 

  Maputo Town 1,407 17% 1,094,315 6% 

Total   8,294 100% 19,614,108 100% 

Source: National Institute for Disaster and Risk Reduction (INGC 2012b) 

3.2. The SME sector in Mozambique 

Similar to many countries in the region, the SME sector is the backbone of the Mozambican 
economy creating the majority of formal employment in the country. In fact, they are responsible for 
most of the employment in the country since many micro and small enterprises (including small 
farming units) stay unregistered, but create thousands of income generating activities for a large 
part of the population. 
Of the 26,213 registered enterprises in 2009, 89% employed less than 10 workers and are 
therefore considered small in official statistics. Despite the fact that SMEs dominate the economy in 
numbers, their share in the total turnover is rather small with 28% compared to 44% generated by 
large enterprises (1% of all registered). 

Table 3: Breakdown of registered enterprises by size11 (2009) 

 Number of employees 

Small Medium Large 

<10 10 to 99 >100 

Share of total businesses 89% 9% 1% 

Share of employees 24% 22% 54% 

Share of business volume 28% 28% 44% 

In terms of the legal status of registered enterprises, an overwhelming number (89%) is under sole 
proprietorship and the remaining 14% are societies, the latter ones making up 65% of employment 
and 69% of turnover. 

                                                           

9 Reuter (2012) S&P affirms Mozambique ratings at B+/B – outlook stable 
10 INE / National Statistical Institute, 2012 website 
11 Mozambique defines enterprises size according to the number of it employees 
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In contrast to the large share of agriculture in Mozambique’s GDP, only 1.22% of the registered 
enterprises come from this sector, which indicates a high degree of informality where most of the 
agricultural sector is run by individual small farmers/households. The sectors with the most 
registered enterprises were: commerce (55.40%) and services (31.70 %). Together with the 
transforming manufacturing industry, both sectors also provide most of the employment in 
Mozambique (76.5%).12 

Table 4: Breakdown of number of enterprises and employees per sector as of 2009 

Sector N° of enterprises Share (%) N° of employees Share (%) 

Agriculture 321 1.22% 34,560 11.78% 

Extractive industry 42 0.16% 2,799 0.95% 

Transforming 
industry 

2.697 10.29% 75,047 25.57% 

Electricity and water 56 0.21% 6,737 2.30% 

Commerce 14.521 55.40% 63,865 21.76% 

Construction 266 1.01% 24,926 8.49% 

Services 8.310 31.70% 85,535 29.15% 

Total 26.213 100% 293,469 100% 

Source: INE (2011b) 

When it comes to the geographical distribution, the Southern provinces of Inhambane, Gaza and 
Maputo comprise 50% of all enterprises and produce 71% of the total turnover, while the provinces 
in the centre region accommodate 37% of the enterprises and 23% of the total turnover. The 
Northern provinces record only 14% of the enterprises and a scarce 7% of the turnover. The 
following table shows the distribution by regions and provinces. 

Table 3: Geographical distribution of registered enterprises (2009) 

Region Province # enterprises 
(2009) 

Share 
(%) 

employees 
(2009) 

Share 
(%) 

turnover (million 
USD) 

Share (%) 

North 

  

  

Niassa 448 2% 2.465 1% 87,70 1% 

Cabo Delgado 1.222 5% 10.597 4% 283,78 2% 

Nampula 1.756 7% 18.447 6% 728,38 4% 

Centre 

  

  

  

Zambezia 678 3% 18.501 6% 144,36 1% 

Tete 783 3% 12.014 4% 782,25 5% 

Manica 2.342 9% 14.250 5% 483,15 3% 

Sofala 5.981 23% 44.695 15% 2.466,56 14% 

South 

  

  

  

Inhambane 1.838 7% 10.072 3% 278,58 2% 

Gaza 2.091 8% 12.153 4% 276,95 2% 

Maputo 
province 1.473 6% 35.707 12% 2.990,22 17% 

Maputo town 7.601 29% 114.569 39% 8.739,87 51% 

Total   26.213 100% 293.470 100% 17.262 100% 

Source: INE (2011 b) 

                                                           

12 INE (2011b)  
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Business environment 

In the 2012 World Bank Doing Business Report Mozambique dropped by 7 points to 139. In 
comparison, neighboring countries like Tanzania (127) or Zambia (84) scored higher. Performance 
particularly deteriorated in the categories of starting a business, getting access to electricity, 
registering property and obtaining credit. The challenges identified in the World Bank report are 
consistent with the information obtained from several interview partners:  

 Excessive regulatory barriers and fiscal burden 

 Poor qualification of labor force and weak entrepreneurial skills 

 High cost of finance 

 Limited access to finance and to markets in general 

During the field mission the evaluation of the business environment presented in this report was 
particularly confirmed by the Confederation of Economic Associations of Mozambique (CTA) and 
the Institute for the Promotion of Small and Medium- sized Enterprises (IPEME). The CTA is an 
umbrella organization of business associations and chambers representing the interests of the 
private sector. Limited access to finance is seen as a major obstacle by the CTA. There is a distinct 
lack of reliable statistics and information on the enterprises in the country. An absence of a 
comprehensive credit bureau further limits the ability to gather credit history information. 
Furthermore, competition in the banking sector remains low and many small entrepreneurs find it 
particularly difficult to obtain loans. The main bottleneck is the lack of guarantees. As a response to 
this, CTA has set up a working group which is engaged in the discussion around the credit bureau 
and the use of collateral. 

The same vision is shared by the IPEME which is reporting directly to the Ministry of Industry and 
Trade. The IPEME is providing a range of services for the SMEs and is also working on a database 
which will provide in-depth information on the sector. The main focus is on offering business 
developments services and training to the SMEs. The IPEME supports the SMEs in preparing 
documentations for loan applications but recognizes that access to finance is very difficult for this 
sector due to the perceived high risk profile and the lack of bankable collaterals. 
 

4. Financial beneficiaries 

The objective of the project was to identify the adaptation investment potential in four sectors: 
agriculture, forestry, water and tourism. However, during the assessment and the field mission to 
Mozambique the consultant team focused on agriculture (small farmers affected by climate 
change), and to some extend on tourism due to the specifics of this sector in the country, which is 
dominated by foreigners with access to external financing sources.  

Some potential (small) investments in the forestry sector have been identified by Unique; these will 
be considered when IFC will negotiate the project with the financial institutions.  

In the water sector, a selection of measures for rural and urban areas was analyzed as well.  
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4.1. Agriculture 

In 2011, the agricultural sector was responsible for 23.6% of the GDP and is one of the most 
important economic sectors in Mozambique. It provides work for 70% of the economically active 
population. 60% of the people working in the sector are female.13 The sector is gaining importance 
in the economy as the demand for agricultural products in the urban areas grows. However, the 
sector faces a number of challenges; concerning e.g. low productivity levels partly due to low levels 
of mechanization and limited infrastructure that leads among others to underdeveloped irrigation 
potentials. It is also the sector that suffers most from the impacts of climate change and therefore 
needs to adapt to it. 

Despite the importance of the sector for the country’s economy, many enterprises have only limited 
access to the banking system. The breakdown of the economy’s loan portfolio shows that as of 
December 2011 only 6.5% of the loans were related to agriculture which corresponds to USD 236 
million. Thus, agriculture ranks third last among all sectors.14 

 

4.1.1. Structure of the sector 
 

Concerning the size of the cultivated area in Mozambique the information publicly available differs 
significantly15. For the purpose of this study, data from the Censo Agro-Pecuário of 2009 have been 
used, which indicate that only 10% of arable land is under cultivation, i.e. a total area of 5.6 million 
ha is cultivated and about 36million ha is unused land that could be also cultivated.  

About 80% of cultivated land is used to cultivate basic food crops but without irrigation. Here, corn, 
mandioca and black eyed peas occupy around 60% of total cultivated land. Horticulture occupies 
about 5% and cash crops such as sugar cane, tea, vegetable oils, tobacco about 6%.16  

Based on available information, the agriculture sector can be divided into three categories: 
smallholder or family producers (small farmers), medium-sized and commercial agriculture sector 
(large farmers).  
 

Table 4: Size of agricultural producers 

 Small17 Medium Large Total 

Number of 
producers 

3,801,259 99.31% 25,654 0.67% 884 0.02% 3,827,797 

Area (ha) 5,428,571 96.36% 130,651 2.32% 74,628 1.32% 5,633,850 

Source: Censo Agro-Pecúario 

 

As shown in the table above, the Mozambican agricultural sector is characterized by a large 
number of small-scale producers that produce in very small plots. More than 99% of 
Mozambique’s farmers work on less than 10 ha and 72% on less than 2 ha - the average plot size 
is 1.4 ha18. Their primarily rain-fed subsistence production is based on traditional, manual 
cultivation techniques with only minor use of purchased equipment. Thus farming is 
characterized by low inputs, inadequate equipment and consequently - low yields. 

                                                           

13 World Bank (2010) and Banco de Moçambique (2012) Annual Report 2011 
14 BM (2012)  
15 World Bank (2010) states 22 million ha, INGC (2009) 25.5 million ha and FAO (2005) 4.4 million ha. 
16 Banco Espirito Santo, 2012, Mozambique – International support Kit of Opportunities 
17 Definition used in the censo agro-pecuário is: small = less than 10ha non-irrigated land or less than 5ha irrigated land, 
horticulture; medium is between 10 -50ha and large >50ha 
18 INE (2011ª) 
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Across the country, more than 96% of the cultivated area is farmed by small holder farmers. They 
mostly produce food crops such as maize, cassava and beans. Other major food crops are rice, 
sorghum, millet and groundnuts. Some of the major cash crops are sesame, tobacco, cotton, 
cashew nuts and sugar cane. 

The 38.2 million cashew trees in 2012 (compared to 53.86 million in 2000) are owned by around 
1.3 million farmers. While small farms own on average 27.4 cashew trees, large farms grow on 
average 872 trees each.  

In the Beira Corridor which comprises the provinces of Sofala, Manica and Tete, less than 26,000 
ha are farmed commercially while 1.5 million ha are farmed by small holders which mainly grow 
maize, sorghum and beans in a traditional way and with very low yields of less than 0,6t per ha. 
Cotton is cultivated as an additional cash crop by some farmers. However, it is estimated that 2/3 of 
the farming households lack basic food security.19 The same could be observed among the 
interviewed farmers in the Meco district. 

Although most farmers are producing for subsistence purposes, there is a small group of 
commercial farmers, which use some quality inputs, machinery, etc. to gain better yields, and 
sell their products on the local markets. Some of these farmers receive support from Company G;20 
a technical assistance provider that is working with those farms with high growth potential for soy 
seed multiplication. 

Commercial farmers possess often more technological know-how, use appropriate agricultural 
techniques and inputs and extension services and some even have access to irrigation schemes. 
Their production is directed to supply the domestic markets and for the export. The main crops are 
cotton, cashew nut, sugar cane and tobacco.  

Outgrower schemes are popular and promoted in Mozambique by several entities and which may 
be an interesting delivery channel to reach small holder farmers with adaptation measures. 
Outgrower schemes are a form of contract farming where private agribusiness processing or 
marketing companies work together with smallholders in order to secure markets for their produce 
and in exchange provide input in terms of machinery, seeds, irrigation etc.  

Traditionally, contract farming has been used in the cotton, tobacco, and sugar and oilseed 
production in Mozambique.21 Currently, this scope is expanding. Project A (an USAID project) is 
working with outgrowers in the poultry business. Company I is using it for the production of sweet 
sorghum for bio-fuel or Company H for agro-forestry projects (see section 4.1.6). 

Horticulture is also a major cash crop source; providing revenues to the households (though other 
income sources are often needed besides of horticulture). The majority of horticulture production 
(up to around 1.2 mio tones per annum) is used domestically and is marketed at supermarkets, 
hotels, restaurants and wholesalers, but primarily on informal markets and for own consumption. In 
comparison, the export of bananas, mangos, grapefruit, paprika and vegetables is low with just 
over 28,000 tones per annum22.  

Also the livestock plays an important role in particular for small subsistence farmers. From 2000 to 
2010, the number of cattle increased from 722,189 to 1.277 million (owned by 205,612 farmers). 
Compared to that, the number of pigs and goats however decreased - respectively - from 2.4 to 1.3 
million and five million to 3.9 million (owned by 791,322 farmers). Also important is poultry – 23.9 
million chickens are breed at 2,324,800 farms and 1.9 million ducks are breed at 317,044 farms. 

                                                           

19 Beira Agricultural Growth Corridor 
20 Company G has been providing technical assistance to agribusinesses with high growth potential since 1998 
21 Worldbank (2005), Final report on review of horticultural outgrower schemes in Mozambique 
22 Concerning general agricultural export products, tobacco, sugar, cashew nuts and cotton are traditional products. 
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4.1.2. Challenges for the development of the agricultural sector 
 

The development of the agricultural sector in Mozambique faces a range of challenges related to 
infrastructure, input, market access, and access to finance and technology which is indicated in the 
overview below. 

Infra-
structure 

 Transportation costs are high due to small of scale and reliability of supply (small 
vehicles, low capacity loadings, few scheduled air/ sea services).  

 The absence of reliable roads or train connections further raises transport costs and 
makes the access to markets difficult. 

 Grid connection is scarce which makes irrigation expensive. For example diesel 
powered irrigation systems are at least twice as expensive as grid connected 
irrigation systems. The cost of connection to the grid however is prohibitive for a 
single farmer. 

 Lack of storage and freezing facilities does not allow farmers to storage production 
either to get better prices or to have stock when markets have constraints. 

Input cost  Lack of quality seeds supply. The seed industry is fragile and it was reported that 
private companies do not always sell genuine seeds.  

 The government agencies (e.g. IIAM) are not able to satisfy the demand. 
 Fertilizers are imported, which results in high input costs and leads to unreliable 

supply. 

Market  Farmers face challenges in selling their crops on the domestic and export markets. 
Export market: 
 Export crops are susceptible to the appreciation of the Metical against foreign 

currencies which makes the crops less competitive in the market. 
 Prices on the world market are very volatile. The price of raw cashew nuts dropped 

from 15 MT/kg in 2011 to 8 MT/kg in 2012. The same happened before with cotton 
and other cash crops. 

 Internal policy regulation can complicate export and price setting. For example, 
exportation of cashew nuts is prohibited before December. 

 Some products are not suitable for export, although markets exist, as is the case of 
groundnuts and mangos. 

Domestic market: 
 Dominated by cheaper import products for consumption. For example, vegetables 

from South Africa or chicken from Brazil.  
 Lack of processing industry and missing value chain prevent locally produced crop 

consumption. 

Finance  Access to finance is difficult because most farmers cannot comply with the 
requirements of the financial institutions, such as adequate collaterals, guarantees, 
business plans and proven track record in the system. 

 The land title (DUAT) cannot be used as a guarantee since the right to use the land 
is not transferable. This means that only farmers which possess other assets 
(machinery, equipment) can be eligible for finance. 

 The cost of lending is prohibitively expensive. Base lending rates are above 15% on 
which banks add 3-5% margin for agricultural loans. 

Know-how  There is a general lack of experienced farmers to work in an appropriate manner. 
This statement was given by several interview partners. In order to cope with this 
problem, for example, Project A is setting up a training centre to promote capable 
farmers. 

 The majority of farmers are not aware of alternative or better – adapted - farming 
techniques.  

 Extension services from the government side are limited and from the non 
governmental side narrow and related to certain projects or institutions. 

 Traditional attitude towards farming is the slash and burn method which means that 
once the land is exhausted, the next plot is cleared and cultivated. This means that 
farmers do not take much care of the land. This attitude is changing, because 
farmers are starting to realize that land abundance is diminishing. 

Approximately 92% of farmers do not have access to extension services, 95% do not use fertilizers 
or pesticides, 90% do not irrigate their crops, and 97% do not have access to credit. Lack of input 
retailers, extension agents, and access to credit are critical barriers that prevent the use of 
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productivity-enhancing inputs and micro-irrigation technologies by smallholders.23 In addition, 
farmers’ lack of access to improved production practices and emerging agricultural knowledge 
further inhibits their ability to increase the quantity and quality of their crops. Without a radical shift 
to address the needs of 97% of the agricultural sector, farmers will continue to use rudimentary 
production practices that produce poor yields and trap farmers in subsistence poverty. 

Productivity 

Concerning horticulture, from 2010/2011 to 2011/2012, an increase in production of around 5% 
could be realized; particularly relating to mandioca and tomato production24. Nonetheless, the key 
challenge for agriculture in Mozambique remains the low productivity. The agricultural production 
is characterized by a large gap between actual and potential yields. On average, yields are very 
low. Compared to the highest observed yields for maize, sorghum, cassava and groundnut in other 
countries, yields in Mozambique reach a very modest percentage; 14% (sorghum) to 64% 
(cassava)25; showing clearly the need of improvement26. 

Table 5: Adoption of improved agricultural methods / practices by smallholder farmers  

Percentage of smallholder farmers27 1996 2002 2003 2005 2006 2007 2008 

Using irrigation 4% 11% 6% 6% 8% 8% 3% 

Using animal traction 7% 11% 11% 9% 12% 11% 11% 

Using chemical fertilizers 1% 4% 3% 4% 5% 4% 3% 

Using pesticides 7% 5% 5% 5% 7% 3% na 

Organized in associations 4% 4% 6% 7% 8% 7% na 

Getting support from extension services 14% 13% 15% 12% 10% 8% na 
 

The increase in production in recent years is therefore not only due to higher yields, but due to an 
increase in cultivated area (e.g. cereals, leguminous plants such as black eyed peas and peanuts 
and potatoes), which could also become a problem in the future, since forests will be despairing 
within short time. This practice is not sustainable, since only 6.7 million ha are available for 
expansion in agriculture without interfering with other land uses. Most of this land is located in 
areas with difficult access, or is susceptible to flooding, or with limited water resources.28 Especially 
in densely populated areas, expanding land use is creating a potential source of conflict on land as 
soil stress increases.  

This means that farmers have to focus on developing productivity to improve yields, especially 
under the additional stress of climate change. Traditional methods of cultivation rely on exploration 
of new land once the previous one is no longer productive. Considering the land constraints, this 
technique is not feasible anymore. Instead, farmers could implement the practice of crop rotation 
with the aim of distressing the soil and get better yields in the new crops. According to interview 
partners in Nampula, even small holder farmers are becoming aware of this fact and suggest that 
other methods are needed. 

Productivity is also an issue in the cashew nut production, which is one of Mozambique’s most 
important cash crops. Currently, the average total production per year is 80,000 tons from a 
population of 32 million trees. The current average yield is estimated to be 3 kg per tree; whereas a 
potential yield of 8-10 kg per tree could be achieved with proper tree management (i.e. in total the 
production could reach 160,000 to 320,000 tons). Also the use of the land in general is not 
optimized. Currently farms comprise 20-30 trees/ha, while 70 trees are possible. 

                                                           

23 World Bank, 2006, Project appraisal document for a market-led smallholder development project in the Zambezi Valley 
project, Report No:  35466-MZ, May 23, 2006. 
24 Banco Espirito Santo, 2012, Mozambique – International support Kit of Opportunities. 
25 INGC, 2009, lower factor for potential yields considered. 
26 FAO reported back in 2007 - often average crop yields are only half of the “standards”; e.g. Maize: 0.4-1.3t/ha; Cassava: 
4-5t/ha; Beans: 0.3-0.6t/ha; Sorghum: 0.3-0.6t/ha; rice: 0.5-1.8t/ha. 
27 Ministry of Agriculture of Mozambique, 2012. 
28 INGC, 2009. 
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The Institute of the Cashew Nuts (INCAJU) and technical advisors like GIZ state that the core 
problem of the declining production is the over-aged tree population (i.e. trees with more than 25 
years), lack of pest control to combat mildew infections and uncontrolled fires. In response to these 
problems, INCAJU is promoting repositioning of old trees and the expansion of the planted area 
with new trees. For this purpose INCAJU has created a centre for production of new plants and 
making grafts for a better production. The Institute estimates that each year one million of new 
cashew nut trees are planted. However, the current rate of planting will not substantially rejuvenate 
the present age structure. 

Cashew is mostly grown on family plantations and cultivated in association with other food crops. 
The trees are not actually cultivated, but provide an important food source during the “hungry 
season.” Input in terms of pesticides and herbicide is very low in the small holder farms, mainly due 
to a lack of awareness and funds to purchase them.  

Commercial plantations with areas of more than 25 ha are still very few in the country. From the 
total cashew production in the country 40% comes from the Nampula Province. 

The cashew nut trees are not very demanding in terms of soil quality and climate. Therefore they 
can be grown on marginal land and are more resistant to dry spells than other crops. GIZ states 
that “since cashew is more resistant to drought than most other crops, lower annual rainfalls will 
improve the competitiveness of cashew.”29 

Irrigation 

Information about the area under irrigation varies. The FAO estimates 3.3 million ha with potential 
for irrigation of which only 40,000 ha are currently used, mainly by sugar cane plantations.30 The 
Institute of Irrigation stated that one of the main obstacles to expanding irrigation systems is the 
lack of access to finance which prevents farmers from renovating or establishing new structures. 

In terms of farm numbers, the Censo Agro Pecuário states that scarcely 5% of all farms are 
equipped with irrigation systems. The main crops under irrigation are sugar cane, rice, citrus fruit 
and vegetables. Most of the irrigation schemes are located in the South of the country, with 
Chokwe containing 25,000 ha and 34,000 ha sugar cane in Incomati, Buzi and Limpopo valley).31 
Considering the fact that the risk of harvest loss in rain-fed agriculture exceeds 50% in all regions 
south of the Save river and up to 75% in the interior of Gaza province, irrigation is an important 
topic in light of climate change.  

With the Strategic Program for Agricultural Development (Programa Estratégico para o 
Desenvolvimento Agrário – PEDSA) 2010-2013, the Mozambican Government gave t the extension 
of the irrigated land has a high priority. In fact, the Government plans to invest around 
USD540million over the next ten years with the objective of doubling the amount of irrigated land 
in Mozambique to a total of 60,000 ha.  

For example, 4,000 ha of irrigated land will be refurbished (in Gaza Province: Chokwé and Xai-Xai) 
and additional irrigation systems will be constructed in the provinces of Sofala, Manica e Cabo 
Delgado (Chipembe and Ngúri). An additional area of 2,000 ha is targeted with new irrigation 
systems in the Save Valley (Inhambane) where rice, corn, black-eyed peas and horticultural 
products are common.  

The National Institute of Irrigation (INI) is developing a program to train farmers working in 
associations on topics like water management and irrigation management. Besides this, the 
Ministry of Agriculture (MINAG) is implementing a project financed by the World Bank (PROIRI) in 
the provinces of Zambezi, Manica and Sofala. Additionally the PIVASA project is being 

                                                           

29 GIZ Africa Cashew Nut Alliance 
30 Instituto de Irrigação is more optimistic (65,000 ha operational) as well as Ministry of Agriculture (2010) (50,000 ha) 
31 FAO (2005) Aquastat 
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implemented in Inhambane with the support of the Arab Bank and the African Development Bank. 
The latter one will benefit up to 8,000 families cultivating 4,050 ha of food crops like rice and maize. 

However, irrigation investment alone will not be meaningful enough to adapt to climate 
change32. Instead, less costly approaches such as water harvesting, soil conservation and agro-
forestry should play a key role.33 

Existing irrigation systems that are not surface schemes (sprinkler, drip) rely mostly on fuel 
powered generators because rural areas are not sufficiently connected to the electricity grid (like 
the Beira Corridor) - while in terms of climate investment, renewable energy should be used as a 
power source whenever possible, which can increase costs. In fact, irrigation systems linked to 
renewable energy sources can be expensive. One of the FAO projects in Madulo (north of Mapai) 
resulted in USD10,000/ha for drip irrigation for a one ha field (connected to a borehole, solar pump, 
and large storage tank and feeder tanks)34. 

Value chain 

Apart from the low productivity, the post-harvest treatment, processing, packaging and marketing of 
the crops also have a high potential for improvement. In the case of cashew nuts, only 18% of the 
value added from the producer to the consumer abroad takes place in Mozambique.35 This 
prevents the producers from obtaining better prices on the market.  

Considering that there is an international demand for cashew nuts, important investments could be 
done in the creation of local or international processing/storage/ packaging companies. Another 
option is to improve the value chain of cashew nuts in order to make integral use of the fruits, as it 
is done in Brazil where cashew nut juice enjoys much popularity. Business cases for effective use 
of a juice processing plant are not yet being developed according to INCAJU officials although they 
could be an interesting source of income generation and food security. 

Simple post harvest treatments like peeling sesame, separating seeds from cotton or threshing soy 
pods could be installed by small commercial farmers or locally settled companies (e.g. e-
commerce, fair trade, etc.). This would improve the quality of the products and the negotiation 
position of the producer, but is not done on sufficient scale so far. However, for all links of the value 
chain, the lack of finance is often one of the main obstacles. 

 

4.1.3. Climate change impact on agriculture 

The World Bank estimates that climate change will result in a yields decrease of 2-4% for major 
crops over the next 40 years. The INGC II report estimates even higher reductions ranging from a 
decrease of 3.5% for sorghum to 11.1% for maize by 2065. Combined with the effect of frequent 
flooding of rural roads, the study expects a loss of 4.5-9.8% in agricultural GDP. 

Currently, the main cause for crop failure in Mozambique is drought, causing between 48% 
and 73% of crop failure for primary crops (maize, rice, sorghum and groundnut). Changing this 
course could be reached by using e. g. drought resistant seeds. 

Other factors influencing crop failure of rain-fed agriculture includes the very high inter-annual 
variability of rainfall during the wet season and La Nina events, and the noted 25% increase in the 

                                                           

32 World Bank, 2012, Economics of adaptation to climate change. 
33 i.e. USD1 million investments in irrigation would only have a minor impact on climate change adaptation. 
34 FAO, 2012, led and joint adaptation interventions. 
35 ACI. 
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number of hot days36 over the last 40 years. This increase corresponds to the first harvest cycle of 
many major grains across the country, which poses significant implications for agricultural yields.37 

A baseline study conducted in Gaza province confirmed that local communities are aware of the 
changing climate conditions. They felt mostly affected by the increased variability of the rainfall, 
which results in more frequent dry spells and dry seasons, shortening rainy season and 
unpredictable rainfall. Secondly, extreme heat was perceived as a major threat because it leads to 
higher evapotranspiration, rapid loss of soil moisture and heat stress. Strong winds which cause 
damage to infrastructure and crops, increase of human diseases and floods were also named. 

The same awareness of changing climate conditions was found in interviews in the Nampula 
province. There was a broad consensus among all interviewed persons that the weather has 
changed. There is no scientific evidence based on long-term data for climate change in Nampula 
province, but there are several indicators/ observations which were cited frequently: 

 Rain has become more erratic. The distribution pattern has changed. The on-set of the rain 
season has been delayed during the last several years and rain usually starts around middle 
to end November instead of October. The intervals between the rain periods get longer and 
the intensity of the rainfall increases. 

 The ground water level has fallen. It was also reported that between 2007 and 2012, the 
well water levels have become much lower during the dry season. In some zones previously 
water intensive crops like rice, are not longer cultivated.38 

 In some areas even drought resistant plants like cashew nut trees suffer, which is indicated 
by drying out of the tree and falling off of the leaves. 

Besides the changing patterns of rainfall and increasing temperatures and the obvious damage 
caused by natural hazards, the rising level of ozone has a major impact on agricultural production. 
High concentrations of ozone at the moment of planting/sawing reduce yields significantly.39 

Overall, climate change will have a tremendous impact on farming activities, but a number of 
adaptation measures are available: 

Impact of climate change Adaptation to climate change 

 Failure of crops due to droughts and floods 
 Decrease in quality of crops 
 Decrease in quality of products 
 Supply chain interrupted 
 Access to market interrupted 
 Flood related diseases lead to unhealthy 

work force 

 Diversify crop types and varieties and produce 
high-resistance crops 

 Increase yields through optimal farm and crop 
calendar management 

 Construction of mini-dams to control floods 
 Construction of water reservoirs 
 Better yields through the use of irrigation 

systems (solar-powered, drip, sprinkling) 

 

                                                           

36 “Hot days” – i.e. the temperature exceeded by 10% of days or nights in the current climate of that region and season. 
37 IPCC, 4th Assessment Report and UNDP Climate Profiles. 
38 However, also the break down of the rice processing industry in this place might have had an impact on this. 
39 INGC, 2012b. 
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4.1.4. Adaptation to climate change 

During the interviews it became clear that adaptation to climate change is a topic that is not yet 
fully explored in Mozambique. Depending on the awareness level and educational background of 
the affected person the means to adapt are quite different.  

 Small-holder farmers perceive changes in climate, but do not yet know how to respond to it. 
They do not have the means to purchase more adapted or resistant seeds, because they lack 
the financial resources and they do not know that another variety might work better than the 
one they currently use.  

 Irrigation of plants is not always possible due to large distances to the next water source. 
For instance the farmers interviewed in Meco district fetch water from a river which is 3 km 
away and do not have any reservoirs that they could use during the dry season using for 
example drip irrigation. 

 Medium-sized farmers (and especially foreigners) have more knowledge about farming 
techniques and do apply irrigation schemes and improved seed varieties. (Company M  
reported that they already received requests for investments in irrigation.) 

 In many cases, farmers try to adapt by changing the point of time when they sow to benefit 
more from the rainfalls. However, without accurate information this can result in weaker 
harvests, because plants might not get sufficient hours of sunlight as in the case of soy beans.  

 There is a trial and error approach in place, because no official guidelines are given to farmers 
on how to adapt to climate change. Stakeholders mentioned that from the Government side 
the topic of climate change was not pursued and no recommendations on improved seed 
varieties are given. However, there are some initiatives from the side of international NGOs  

 Company G, among others supported Mozambique's Agricultural Research Institute (IIAM) to 
develop eight improved varieties of soy beans. There are also some initiatives like those by 
Company AI or Company H that are working with a large number of small farmers to teach 
them how to adapt to climate change and help them to produce better and to open access to 
markets for them. 

Actual coping strategies on community level includes only seldom efficient adaptation (such as 
switching of patterns e.g. to use cooler day times, planting of wind and shed trees and arranging for 
fire breaks), but often40: 

- Designating new grazing areas or selling of livestock,  

- Migrating to other areas,  

- Engaging in alternative businesses, or/and 

- Farmers turning to the forest to extract wild fruit, fire wood and charcoal for subsistence or 
income generation41, instead of using forests in appropriate ways to generate alternative 
sources of income.  

This behavior can lead to further destruction of the ecosystem and result in a higher impact of 
climate change phenomena and therefore to harder climate events. A form of adaptation as well as 
of conservation would be to lead communities/householders to invest in alternative or better income 
generating alternatives (i.e. conserving the forest, using natural fibbers for handicrafts, ecotourism, 
etc.). 

From a more technical perspective, there are a number of measures or a combination of measures, 
which can be applied to adapt to climate change and to improve yields at the same time.  

                                                           

40 UNEP, 2012, Climate change impacts and coping strategies in Chiculacuala district, Gaza Province, Mozambique. 
41 FAO, 2012, Other strategies are reducing of daily meals, longer ways to water source. 
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Crops  Adjusting sowing and planting to avoid high ozone levels 
 Use different types (or improved) seeds which are more resistant to higher 

temperatures, high ozone or drought 
 Change to more drought resistant plants such as cashew, sesame, pigeon peas, jugo 

beans, moringa, cassava, ground nuts 
 Protection through vegetation (i.e. tree palisade) or dams 
 Establish improved storage facilities 
 Access to secure markets 

Water  Set up small scale water harvesting infrastructures and water storage 
 Apply earth work techniques such as mini-dams, swales, terraces, berms, basins to 

increase the water storage capacity of the soil and the vegetation. At the same time 
those measures will help to reduce the damage caused by floods or torrential rain falls. 

 Introduce small scale irrigation systems (solar powered sprinkling) 
 Improve water use efficiency 

Soil/ 
Nutrients 

 Use conservation agriculture techniques. 
 Avoid hot combustion.  
 Avoid erosion i.e. through deforestation or excessive tillage which leads to a depletion 

of the soil and loss of nutrients. 
 Apply intercropping and crop rotation methods which increase the nitrogen fixing 

capacities of the soil, break pest cycles and reduce need for chemical fertilizer and 
pesticides. 

 Improve absorption capacity of soil through a permanent soil cover, i.e. through 
mulching or cultivation of perennials. 

 Increase fertility through application of compost or manure (or bio-fertilizers from biogas 
plants). 

 

Though some behavioral change can be found more widely, the uptake of more effective 
measures is limited due to lack of financial resources – partly due to the fact that the essential 
sources of income (crop production or livestock sales) are affected by lack of productivity or/and 
climate change. 

Adaptation strategies beyond land management and water management include improved access 
to markets and inputs, the support to increase value addition and to reduce post-harvest losses. 
Any increase in agricultural income will lead to more resilience of the population involved. 

Combining agriculture with the responsible management of natural resources can open income 
opportunities for the involved population and be an effective adaptation and mitigation strategy. 
Current Agroforestry projects (e.g. offered through Company G, Company H) as well as NGOs like 
CEDARTE promote valuable adaptation products and services to introduce the sustainable use 
of forest products and climate-smart agriculture, but currently at a scale that is not sufficient to 
reach out to all farmers and spur the demand for respective measures. 
 

4.1.5. Knowledge about climate change and how to adapt 

An overarching topic is the need to increase the education and knowledge of farmers so that 
they can anticipate disasters and prepare for them. The Adaptation Learning Program (ALP) of 
company AI is a multi country program that aims at increasing the capacity of vulnerable 
households to adapt to climate variability and change. The ALP applies the community-based 
adaptation approach to generate the best practice models. Communities are asked to identify 
themselves climate risks and propose adaptation measures. In Mozambique ALP is facing 
difficulties since food security is very low and for many farmers survival is the main priority. As an 
answer to climate change, company AI is promoting conservation agriculture methods in the 
Farmer Field Schools and the use of more resilient crops. In this context, one the main problems is 
the limited availability of quality seeds and the lack of financing for smallholders to buy them. 

The Farmer Field Schools are also being put in place by other organizations such as CLUSA, 
which uses them as a training ground for rural populations on new, more adapted techniques. 
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Academic research confirms that farmers contact with new technology is limited in practice and that 
technological adaptation depends mostly on the presence of NGOs, donor supported projects and 
outgrower schemes.42 This is an important fact to consider when designing the PPCR credit line. 
 

4.1.6. Examples of integrated agricultural businesses initiatives 

Initiatives like those by Company H and Company A are two examples that use an integrated 
approach when it comes to development of the agricultural sector and considering climate change 
aspects the same time. 

Company H Mozambique – Integrated food and energy venture 

Company H is an example for emerging enterprises in Mozambique that follow an integrated 
approach combining food and energy production and forest protection. 

With regard to food production, Company H is working with the following products: high quality 
fortified flour (cassava with soy), cowpeas, pigeon pea, sorghum flour, groundnuts, soy cooking oil 
and meal (poultry fee). They are also introducing ethanol based cook stoves and cooking fuel. 

Regarding agro-forestry, Company H is currently working with five communities in the Sofala 
Province, developing in each community a processing centre and three types of farms: a) small 
holder farms (200 farmer x 2 ha=1 ha farming+1 ha forest belt), b) associated small holder farms 
(cluster of 200 x 2 ha=100 ha farming+100 ha forest belt) and c) Company H Company farm 
(leased nucleus of 200 ha=150 ha farming + 50 ha forest belt). Company H is providing planting 
material and guidance. 

The agro-forestry zone has rows of fast-growing leguminous trees. These rows are regularly 
pruned and leaves mulched to improve soil fertility. The forestry belt contains indigenous trees and 
Pongamia (produces oil seeds after 5-6 years). The forestry belt protects against wind and fire and 
enhances biodiversity. Alleys are planted with annual crops rotations 

Currently, Company H is working with 1,100 local farmers and has received requests from 1,500 
farmers. The organization plants to reach at least 5,000 additional farmers. 

One of the main constraints of the project is the lack of access to finance for the farmers. 
Therefore the project director and managers would like to find support from other projects or 
financial institutions to be able to finance the needs of their farmers, which will reach an amount of 
approximately USD 1 million, plus the need for financing for improved and resistance seeds that 
will require an additional USD 1 million. 

Company A Mozambique 

Company A Mozambique is providing opportunities and assistance to increase income of poor 
smallholders. The organization is operating in several countries in the world, and since two years in 
Mozambique. Company A promotes market approaches and sustainability, working closely with 
MFIs. 

In Mozambique, Company A has been working among others with Company O, Company D  and 
also Hvuluku (micro-credit). The approach of Company A can be seen in the following graphic (next 
page). 

                                                           

42 Uaine, R.N. et al (2009), Determinants of Agricultural Technology Adoption in Mozambique. 
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Graph 3: Approach of Company A  

 

 

 

 

 

 

 

 

Company A provides technical assistance e.g. for agriculture value chain development to ensure 
farmers have access to quality inputs (including seeds and fertilizers), but facilitates irrigation 
solutions (water lifting, water storage and water distribution) and water resources development that 
allow farmers to increase the productivity of their land. 

One of company A’s irrigation projects that has been implemented in Maputo between 2011 and 
2012 and focused on adoption of micro-irrigation technologies and improved agricultural; enabled 
farmers to increase their income by USD 150 a year. 

Irrigation projects of Company A in other regions could increase the income of households by 
USD 491 – USD 1,407 a year. 

Recently, Company A has developed a new concept for a nine months pilot project with the 
objective to provide access to finance for adaptation measures and investments, especially for 
farmers that are mainly affected by climate change. A technical proposal and work-plan are already 
developed, and potential partners identified. Company A has started fund raising in the UK and 
USA and have already submitted the proposal to FARE (under a microfinance project supported by 
IFAD/AfdB). After the pilot, Company A plans to launch a new institution; a microfinance 
company (for profit). A number of shareholders of the agriculture sector have shown already their 
interest in the project.  

Company A is interested to involve also IFC in this project; e.g. as a venture capital partner. 
 

4.2. Tourism 

The tourism industry in Mozambique depends largely on the natural resources the country has to 
offer, especially along the coast. In 2011, the direct contribution of the sector to GDP was MZN10.9 
billion which is equivalent to 3% of GDP. The amount includes all internal spending on travel and 
tourism, as well as Government spending on tourism related services (national parks, museums).43 
In comparison to the neighboring countries however, Mozambique still lags behind. In South Africa 
tourism contributed USD11 billion to the GDP and in Tanzania, the figure stood at USD1.3 billion, 
while Mozambique only reached less than USD0.4 billion. 

At present, most of the tourist facilities and accommodations are located along the eastern coast 
and provide basic, as well as luxury facilities, with most catering to the high end market due to a 
combination of factors that contribute to the high costs, such as: 

- High transportation costs 

- High wage costs 

- Limited supply 

- Poor infrastructure 

                                                           

43 World Travel Tourism Council (WTTC), 2012. 

Source: DIE Mozambique 
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Most of the firms in the tourism sector are foreign-owned and financed generally with 
external funding i.e. mostly sourced from South Africa or Portugal44,45. Nevertheless, a 
number of existing resorts cannot match the standards seen in the neighboring countries (e.g. 
South Africa, Mauritius and Seychelles Islands), making the tourism in Mozambique not so 
attractive.  

As a result, Mozambique largely caters to the high-end exclusive tourists, providing luxury 
accommodations and activities to its guests. As such, average accommodation prices are 
significantly higher and effectively price out middle class travelers.  

The Government has identified the tourism sector as a key player in the country development 
strategy and aims at receiving more than 4 million visitors per year in 2020.46 In 2010, around 1.7 
million visitors entered Mozambique (a 39% decline compared to the previous year)47, while in 
2011, the number tourists increased again to about 2 million48. 

According to the World Travel and Tourism Council forecasts, over the next ten years, an annual 
growth rate of 6% is likely for Mozambique’s tourism sector. And after years of decreasing 
investments, the sector is currently experiencing a rebound and is enjoying increasing 
investments (since 2009) - partly due to a change to the fiscal benefits (tax break) code (as an 
incentive for investors).  

The Strategic Plan for the Development of Tourism in Mozambique (2004-2013) 49 highlights areas 
of special interest are deep sea fishing and diving; hunting, bird watching and eco-tourism, cruise 
ships, luxury (tropical islands) establishments, but also culture.  

In its Economic and Social Plan (PES 2012), the Government designated four zones, which have 
natural and cultural features appropriate for high quality tourism development (Tourism Interest 
Zones): Pemba and Pemba Bay (Cabo Delgado Province), parts of the districts of Lago and 
Lichinga (Niassa Province), the municipality of the Island of Mozambique and parts of the district of 
Mossuril – Matibane and Cruss and Jamali Islands - (Nampula Province) and Inhassoro 
(Inhambane Province). With the objective of turning these provinces into important centres for 
tourism, investments are encouraged among other by the promoting the construction of basic 
infrastructure. 

The SADC Infrastructure Development Plan the Regional Master Plan for Infrastructure, with an 
overall budget of approximately USD 500 billion aims at improving transport, telecommunications, 
electricity generation and distribution, water supply and tourist facilities in the entire region – over a 
period from 2012 to 2027.  

According to law, all the land belongs to the Mozambican State and the government provides 
concessions for private firms to invest and to develop tourism activities. Most of the concession 
areas for tourism are concentrated in the coastal line (the east). While the south focuses on 
regional and domestic tourism, coastal tourism and nautical sports; the central region provides 
good preconditions for eco-tourism and adventure tourism; while the north will be developed 
exclusively as a beach and international eco-tourism destination with a significant cultural 
component50. 
 

Climate change impact 

                                                           

44 According to the 48 companies interviewed for a World Bank report on tourism in Mozambique, just over 23% of the 
hotels are locally owned, with 27% being joint ventures, and 50% are completely foreign owned. Foreign direct 
investment mainly comes from South Africa, as well as Portugal, Saudi Arabia and Italy.  
45 The Portuguese groups Visabeira (which controls Turvisa, the largest company in the tourism sector in Mozambique 
with five hotels in operation and three planned) and Pestana already operate several hotel units in Mozambique. 
46 Jones, Sam et al., 2007. 
47 IPIM, 2011, Investments in Mozambique’s tourism sector total USD740.8million in 2010. 
48 Direcção Nacional de Turismo, 2012. 
49 Banco Espirito Santo, 2012, Mozambique – International support Kit of Opportunities. 
50 Banco Espirito Santo, 2012, Mozambique – International support Kit of Opportunities. 
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Climate change will have a significant impact on the further development of the tourism industry 
since it depends largely on the natural resources, especially along the coast. The coastal zones are 
prone to the impact of cyclones and sea level rise which will negatively affect the beach side 
resorts, but also inundate offshore islands and increase the damage to coral ecosystems. 

Models showing impacts to coastal systems reveal that by 2040s in the absence of adaptation 
activities, the country could lose up to 4,850 km2 of land (or up to 0.6% of national land area). The 
damages and associated costs are expected to concentrate mainly in Zambezia, Nampula, Sofala, 
and Maputo provinces, reflecting their low-lying topography and relatively high population density.51 

Overall, there are number of risks related to climate change in the tourism sector, but adaptation 
measures are available:52 

Impact of climate change Adaptation to climate change 

 Supply chain interruptions due to inaccessibility 
of transports – leading to water and food 
scarcity 

 Degradation of areas of interest to tourists 
 Damages to tourism infrastructure 
 Environmental damage by elimination of 

mangroves 

 Development of sustainable resorts 
 Development of eco-tourism 
 Coastal protection to maintain the natural 

resources attracting tourists 
 Support of development of local markets for 

food provision 
 Development of natural fibbers handicrafts 

 

Coastal protection measures 

Some of the recommended investments/activities to improve effectively the adaptive capacity of the 
long coastline are cost prohibitive in many cases; e.g.: 

 Development of integrated coastal zone management 

 Dike constructions and upgrades as well as improved operation and maintenance 

 Beach/shore nourishment 

 Port upgrades  

 Reforestation in logged mangrove zones to prevent coastal erosion 

Concerning coastal protection measures, focusing investments in vulnerable zones would make 
economic sense. However the types of investments needed are of large scale and do not benefit a 
single business, but the wider community. Respective investments are seen as a public good. Thus 
the willingness and ability to invest is limited for a single private business.  

It requires a different approach or model; e.g. private public partnerships - combining public 
agencies, municipalities and a number of businesses affected by climate change. 

The scale of the study was not sufficient to investigate and identify the appropriate model as it 
requires much wider and more extensive stakeholder consultations (including municipalities, 
communities). This topic may be covered by the specific study (concerning the climate change 
impact on the tourism sector) that IFC will carry out in the next months. 

Eco-tourism 

The country has a unique 2,700 meter coastline with an abundance of attractive beaches, coral 
reefs, tropical climate and a diversity of wildlife. Not managed appropriately, such major attractions 
may be destroyed. Therefore, developing nature-based coastal tourism will provide a number 
of investment opportunities. Besides investments in eco-lodges, opportunities exist in 
developing small businesses activities in eco-tourism, and recreational activities.  

In fact, among the key objectives defined in the PES 2013 for the tourism sector are the 
continuation of the rehabilitation of Conservation Areas and the protection of biodiversity; i.e. the 

                                                           

51 Spaliviero, M., 2006, Integrating slum Upgrading and vulnerability Reduction in Mozambique. Open house international 
(Ohi), special issue: “Managing Urban disasters”. 
52 Based on INGC II; 2012a. 
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management of area in a way that tourists have a minimal impact – whereas the eco-tourism has a 
crucial role to play.  

Ecotourism initiatives are also combined with social and economic development principles (e.g. 
Pro-Poor Tourism) through integrating local communities and businesses into the tourism sector). 
Respective promotion initiatives to position Mozambique are still in development, but a 
number of eco-lodges are already established. 

Sample for eco-lodge: Nuarro Luxury Eco-Lodge in Baixo do Pinda Peninsula in Northern Mozambique 

The Nuarro Luxury Eco-Lodge represents one of the most luxurious ecolodges The luxury beachfront accommodation 
is eco-friendly in many ways, all of the lodge’s power is generated by wind and solar energy. The lodge is partly owned 
by locals, and was constructed by locals using local materials. For tourists, land-based activities are offered, such as 
bird watching, interactive cultural village tours, and bicycle or foot eco-trails. 

 

Mozambique is also home to eight national parks and seven reserves and protected areas, 
where ecotourism is an ideal opportunity to combine ecological, financial and social interests. One 
of the famous examples is the Maputo Elephant Reserve, an area devastated by the civil war, and 
dedicated to rebuilding a natural habitat for the elephants. One of the major investors is the World 
Bank that committed support for an eco-tourism resort within the Maputo Elephant Reserve. 

Also the exceptionally coastline of Mozambique provides a number of ecotourism activities; e.g. 
snorkeling. The beach town Vilanculos is popular for that and also links directly to the conservation 
area and national park Bazaruto.  

 

4.3. Formal and informal water sector 

Mozambique does not have an adequate water management system to support its growing urban 
and rural populations. Only 26% of Maputo’s residents have a (house) connection to the water 
system, with the majority of the residents relying on standpipes, household resellers and other 
informal vendors for their water needs. The case of Maputo is somewhat unique since the number 
of formal connections has steadily declined over the past decade, but the overall quality of the 
water supply and the fiscal health of the utility have improved.  

More recently, the Government, supported by international finance institutions (IFIs) and donors, 
has made significant investments to bulk water supply, thus increasing the availability of water in 
urban systems. The utilities have also been able to attract funding and are about to undertake a 
new wave of network expansions designed to reverse the past trend of declining connections.  

Graph 4: Water supply between 2001 and 2006 

Between 2001 and 2006, 
independent providers who 
supply small piped systems 
connected to boreholes 
increased their market share 
to 23% from 9%, largely in 
the outer peri-urban areas 
where the use of stand-post 
water has also declined.53 

 

 

 
The so-called operadores 

                                                           

53 AICD (2009). 

Source: AICD (2009) 
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privados (private operators)54 invest generally in peri-urban areas that are not connected to the 
water network. They are organized in associations, having their own statutes; the most powerful 
are Company J and Company K. The size of the operators varies from 200 clients to 1,500 clients; 
while have differentiated rates. 

These operators extract underground water and their investments are mainly to finance the drilling 
of the water hole, the tank and the bomb for a network of normally 4 km. The investment for this 
amounts between MZN 1 and 2 million and must have the approval and authorization of ARASUL; 
the water agency responsible for the river basins. In comparison, Mozambique’s Water Supply 
Investments and Assets Fund (FIPAG) invest in some larger projects in the range of MZN4 million. 

In addition to the independent piped-water producers, Mozambique, much like the rest of the 
Sub-Saharan Africa has a small, although a largely uncoordinated informal water sector. In 
Maputo, for example, mobile vendors provide fresh water to the households not connected to the 
water system. Water delivery trucks also play an important role in the supply chain by providing 
water to the kiosks and other retail outlets that service a large percentage of the urban population. 
However, mobile delivery trucks remain an inefficient method of water delivery and the population 
served by it remains rather small. According to the statement of the representative of FIPAG, the 
number of this kind of providers is declining, mainly because of the expansion of the public 
water network. 

 

4.3.1. Impacts of climate change 

Climate change impacts are usually studied as they pertain to the formal water supply. However, in 
the case of Mozambique where the formal supply reaches less than 30% of the population, impact 
on the informal market is just as important, if not more so. The biggest climate change adaptation 
challenge to water supply (and wastewater treatment) is the uncoordinated and unregulated nature 
of the market, which includes extraction and distribution.  

Additionally, two climate change induced factors have the potential to significantly impact the water 
supply system: 

- Increased precipitation due to climate change can lead to more street, basement, and sewer 
flooding and storm water runoff to various disposal systems, overwhelming the system in 
the process. More intense rainstorms will increase nutrient loads, taste and odor problems, 
and entry of pathogenic bacteria and parasites into reservoirs. Since the informal water 
sector relies on the extraction of water from boreholes and shallow wells, the pollution of 
surface and groundwater from poor wastewater and solid waste management worsens the 
quality and can lead to the spread of disease and reduction in water availability. Informal 
systems are particularly vulnerable as the water is usually untreated prior to transportation. 

- Another major threat from climate change that can have adverse impacts on the water 
sector is the increase in air temperatures. Warmer weather can lead to biological and 
chemical degradation of water quality by increased solubility and concentrations of 
contaminants in fresh water or enhanced growth of algae, microbes, parasites, and invasive 
species. Increased temperatures also increase demands for landscape irrigation and 
additional human consumption, thus putting a strain on an already scarce resource. 

 

4.3.2. Sector investments 

Currently, the Mozambican water sector is highly dependent on foreign investments. Larger 
projects are generally supported by donors and IFIs either through budget support or through 

                                                           

54 According information provided by FIPAG, there are 500 private operators all over the country. 
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the financing of specific projects. Donors and IFIs have largely focused on the formal water market, 
attempting to build capacity and distribute output-based aid that encourages system expansion.  

Other investments focus on water treatment and improvement of water quality, such as the EU 
Water Facility, which has attracted a contribution of EUR 25 million from the EU and a EUR 31 
million subsidized loan from the European Investment Bank. The Facility has supported several 
projects in the field of rural water supply, sanitation and water management in the provinces of 
Zambezia, Sofala, Nampula and Cabo Delgado. 

Taking into account the needs of the Mozambican water sector, there are two specific categories 
of investment that emerge:  

- Large scale – these investments are usually done with support of bi-lateral or multilateral 
institutions and involve large IFIs and Government agencies. The role of the private sector is 
usually limited to project implementation and the day-to-day running of the plant. However, 
such investments were beyond the scope of this study due to their size.  

- Smaller scale - these investments are useful in support of the informal sector and are 
currently non-existent. However, as indicated above, the informal water sector is quite 
vulnerable to the effects of climate change. A major adaptation strategy however should be 
the gradual formalization of the sector through increased access to piped water. It is 
recommended that as part of the adaptation measures, efforts should be focused on 
developing Mozambique’s formal water supply system that is more resilient to the impact of 
climate change. Respective investments are rather capital intensive, but small-scale 
investments into the informal system may hinder, rather than aid the building of climate 
resilience. 
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5. Financial intermediaries 

5.1. Development of the financial sector 

The financial sector is the fastest growing sector of the Mozambican economy and financial 
mediation has deepened. The degree of monetization of the economy measured by the ratio of 
broad money to GDP has risen to 33.7% in 2008 from 27.3% in 200255 indicating an expansion of 
the deposit base in the banking system. Given the strong presence of saving campaigns in the last 
years, this indicator is expected to increase further, which is also confirmed by the Annual Report of 
the Central Bank which states that M3 grew by 20% in 2011. 

Another indicator for financial deepening is the share of loans compared to GDP, which has been 
increasing to 29.71% in 2011. The same applies for the deposit to GDP ratio which has developed 
favorably in the last years. 

Table 6: Financial deepening indicators 

 2009 2010 2011 

Commercial bank deposits % of GDP 34.48 35.14 38.18 

Commercial bank loans % of GDP 26.22 28.08 29.71 

Source: IMF FAS 

An overwhelming part of the loans to economy is provided by commercial banks while in 2011 only 
0.19% of outstanding loans were disbursed by credit unions.56  

Despite the fact that financial intermediation has improved the financial system remains small and 
limited. This is also reflected in the fact that access to finance remains the key constraint for small 
and medium sized entrepreneurs. When it comes to financial inclusion in general, Mozambique 
ranks significantly lower than other Sub-Saharan countries with 78% of the adult population being 
financially excluded and only 11.8% banked formally57.  
 

5.2. The banking sector 

5.2.1. Structure and composition 

In the last twelve years the banking sector has gone through a phase of consolidation and also 
expansion. The total number of FIs has reached 235, up from 183 in 2010. In 2011, two new 
commercial banks and two micro banks started their operations. Furthermore, authorization was 
given to one micro-bank based in Maputo, an exchange bureau and a credit card management 
institute.  

The financial sector in Mozambique is heavily concentrated in the banking sector, which in 2008 
assumed 96% of the total assets. Besides the institutions regulated by the Company E only a few 
institutional investors like insurance companies and pension funds exist,58 however, their 
contribution is marginal with less than 1% of GDP. The capital markets are very small and the 
Mozambique stock exchange trades mostly Government debt.  

In total, 235 institutions make-up the financial system, from which 18 are commercial banks, 
including five banks dedicated to microfinance (Company L , Company M , Company N , 
Company D and Company O), which operate as fully-fledged commercial banks in contrast to the 
eight registered micro banks which are under less strict regulatory requirements.  

                                                           

55 IMF, 2010, FSAP. 
56 ibid. 
57 Finscope, (2009. 
58IMF, 2010. 
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Most of the commercial banks are majority-owned by foreign investors, mainly Portuguese or other 
African banks, which has implications on their business strategies and refinancing options. The 
current crisis in Portugal may have repercussions on the performance of the Mozambican banking 
industry. 

10 Saving and Credit Organizations, 7 Credit Unions, 21 Exchange Bureaus as well as one 
investment company, a credit card emitting company, a risk capital company, an electronic 
payment institute and a bulk purchasing companies are also part of the financial system. 

Additionally, a large number of micro credit operators (166) are working in the country offering 
loans to poor households and micro enterprises. The number of operators increased substantially 
from 118 in 2010 to 166 in 2011, mainly as a result of a government initiative to increase access to 
finance, especially in rural areas.59 

 

5.2.2. Consolidated balance sheet 

In 2011, the total assets of the banking sector grew by 13%, which was driven by an enlargement 
of financial assets and intangible assets. Financial assets include mainly T-bills which were an 
attractive investment for banks that were hesitant to expand their loan portfolio. 

Table 7: Breakdown of assets 

Assets 2011 2010 

Cash 0,7% 10,9% 

Placements with banks 11,3% 16,4% 

Loans 50,8% 53,1% 

Financial assets 13,7% 7,8% 

Investments 1,0% 10,0% 

Tangible assets 4,1% 3.5% 

Intangible assets 12,9% 0,7% 

Other assets 5,6% 6,6% 
 

Table 8: Breakdown of liabilities 

Liabilities 2011 2010 

Funds form other FIs 2,9% 5,3% 

Client deposits 80,2% 80,2% 

Impairment 2,6% 2,3% 

Provisions 1,8% 2,0% 

Subordinated liabilities 0,9% 1,0% 

Clearing accounts 6,1% 6,5% 

Other liabilities 5,5% 2,7% 
 

Source: BM (2012) 

On the liability side of the balance sheet no major changes took place between 2010 and 2011. 
The main share of the liabilities and source of refinancing continue to be client deposits. In the 
structure of the deposits, sight deposits are predominant with 64.3%. In terms of number of deposit 
accounts, the balance changed from USD 1.88 million to 2.13 million from 2009 to 2011. Especially 
accounts in domestic currency showed a strong performance. 

Shareholder capital and reserves stood at USD 800 billion as of December 2011 which is a 59.5% 
increase from the previous year. 

 

                                                           

59 BM (2012) Annual Report 2011 
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5.2.3. Portfolio structure and lending patterns 

In 2011, the total loan portfolio of the banking sector amounted to MZN 91.6 billion (USD 3.4 
billion).60 Compared to 2008, the portfolio more than doubled61 which was mainly due to an 
increasing demand of companies and individuals, availability of more projects with acceptable risk 
structure and redrawing of investments abroad. However, the growth slowed down in 2011 where 
only a minor increase of 7.5% compared to the year before was registered. This contraction of 
credit growth was caused by the strict monetary policy set up by the Company E in order to control 
inflation.  

The deposit portfolio developed similarly with a strong growth in the period of 2008 - 2011 (77.7%) 
and a slow down in 2012 (10.5%). At the end of 2011, deposits amounted to MZN 126.2 billion 
(USD 4.6 billion).62 A continuous economic growth, the expansion of the branch network and 
several savings mobilizations campaigns contributed to the deposit increase. 

Despite increasing competition in the banking sector, a high concentration by the four largest banks 
remains. In 2011, Company C, Company B, Company P  and Company Q  accounted for 86.79% 
of total assets, 87.04% of the loan portfolio and 87.45% of deposits63. 

In 2008, KPMG carried out a review of the banking sector which can serve as a point of reference 
for portfolio and performance indicators due to lack of more recent figures for most of the listed 
banks. 

Table 9: Key figures for commercial banks (in million USD) 

  Total 
Assets * 

Loans * Deposits
* 

Share-
holder 
Funds* 

Net 
Profit * 

Net 
loan/ 
Deposit 

CAR NPL/ 
Loans 

RoAE RoAA 

Company C 1.465.211 735.158 1.217.787 190.593 72.494 57,38% 13,52% 0,90% 45,03% 5,53% 

Company B 984.175 547.095 725.258 79.973 21.320 71,15% 11,54% 1,32% 29,27% 2,42% 

Company P  882.191 223.001 735.786 70.230 29.356 29,45% 10,95% 1,41% 45,73% 3,71% 

Company Q  328.229 102.472 220.853 25.885 5.389 45,02% 16,78% 6,83% 23,38% 1,72% 

Company AC 59.240 22.164 44.002 12.531 1.224 48,74% 35,87% 0,00% 9,95% 1,91% 

Company AD 76.636 39.337 59.302 8.733 1.832 62,75% 18,79% 2,35% 21,02% 2,52% 

Company AE 110.151 46.404 53.327 17.408 2.456 85,10% 28,00% 2,10% 14,11% 2,23% 

Company AF 27.453 11.178 12.084 15.488 -1.143 89,70% 74,97% 18,14% -7,38% -4,16% 

Company AG 15.602 6.121 8.677 1.409 -1.416 33,91% 9,05% 0,00% -66,90% -8,20% 

Company AH 14.190 2.116 9.008 3.894 268 16,45% 112,32
% 

3,52% 7,00% 2,00% 

Company M  13.582 2.880 3.561 10.614 -3.078 77,00% 75,11% 12,29% -29,00% -22,7% 

Company L  28.763 21.681 17.779 4.461 732 119,4% 14,63% 29,00% 17,77% 2,96% 

Company D 6.269 2.702 1.241 3.587 165 205,8% 70,02% 8,88% 5,06% 3,10% 

Company N  46.120 29.911 28.607 6.919 -397 97,39% 18,06% 0,00% -54,01% -1,01% 

Total  4.057.810 1.792.219 3.137.273 451.725 129.200 54,99% 36,40% 1,81% 30,95% 3,50% 

Source: KPMG 2008 

 
In 2011, loans to the economy were mainly provided to the private sector (90.5%) and in domestic 
currency (77.8%). Loans to the private sector stood at USD 3 billion by the end of 2011 which is an 
increase by 25% compared to 2009. The public sector contribution is rather small, but growing at a 
higher rate (56%). 

                                                           

60 Company N, 2011, Annual Report  
61 calculated on basis of data from www.bancomoc.mz (SIC credit) 
62 Ibid 
63 Company B, 2012, Annual Report 2011 

http://www.bancomoc.mz/
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Table 10: Loans to economy - sector 

Loans to economy (million USD) 2009 2010 2011 

Private Sector 2,452.79 2,565.79 3,066.96 

Public Sector (non-financial) 201.34 251.50 313.76 

Others 1.64 7.55 9.23 

Total 2,655.76 2,824.84 3,389.94 

Source: BM (2012) 

 

The loans in domestic currency increased by 46% compared to 2009 which is also result of the new 
Foreign Exchange Law, which entered into force in 2011. The law eliminated remaining exchange 
restrictions on payments and transfers, but introduced compulsory requirement for repatriation of 
foreign earnings and automatic conversion of 50% of export revenues in local currency. In 
consequence loans in foreign currency dropped by 11% compared to 2009. 

Table 11: Loans to economy - currency 

Loans per currency (million USD) 2009 2010 2011 

Meticais 1,808.66 1,994.13 2,637.59 

Foreign currency 847.10 830.71 752.35 

Source: BM (2012) 

 

The consumer loan portfolio increased by 6% compared to 2010 and thus ranks first now. This 
development can be seen as a result of the positive economic development in the country and a 
strong emphasis on retail operations by all financial institutions.64 

Table 12: Loans per sector development 

Loans per sector (%) 2009 2010 2011 

Agriculture 5.80% 6.70% 6.50% 

Industry 11.20% 9.60% 9.00% 

Tourism 2.70% 2.70% 2.10% 

Construction and public works 6.90% 7.10% 7.70% 

Commerce 19.80% 19.90% 19.20% 

Transport and Communication 12.80% 12.60% 10.20% 

Individuals 19.20% 19.00% 25.10% 

Housing 2.70% 2.80% 2.40% 

Other sectors 18.80% 19.50% 17.80% 

Source: BM (2012) 

 

The sectoral distribution of the loan portfolio in 2011 shows that lending to individuals (25.10%) has 
become predominant, followed by commerce (19.20%) and transport/communications (10.20%). It 
can also be seen that the tourism sector does not play an important role in the loan portfolio. This 
increase could mean that the banks are more ready to take some risk financing the sector but still 
there is a large unsatisfied demand. 

                                                           

64 Company N e.g. is shifting its focus away from microfinance to SME and retail lending. 
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Graph 5: Sectoral 
breakdown of 
loans to economy 
(2011) 

 

 

 

 

 

 

 

 

 

 

 
 

5.2.4. Portfolio quality and outreach 

There is no aggregate information on loan portfolio quality information available from the site of the 
Company E. The FSAP 2010 states a figure of 2.4% of NPL for 2008 which constituted a significant 
improvement to the previous years where NPL reached as high as 17.1% in 2003. This 
development was the result of restructuring of problem banks and clean-up of balance sheets. 

Breaking down the picture to the level of individual banks for which Annual Reports were 
accessible, the results are rather mixed. The risk averse lending habits of the main players in the 
market is clearly demonstrated in the low NPL rates: Company B 1.13%, Standard 1% and 
Company C 1.70% whereas smaller banks and FI with focus on micro entrepreneurs have 
significantly higher rates (Company N 6.90% and Company R 4%)65. 

The outreach of the FIs is one of the critical points. 

Graph 6: Geographical distribution of bank agencies66 

Up to now access to 
finance is not ensured 
for inhabitants of all 
provinces. Despite the 
fact that the number of 
bank agencies has 
increased significantly 
between 2008 (297) to 
2011 (457), the high 
concentration in Maputo 
(province and town) 
remained. Second ranked 
is Nampula province (44) 
and Sofala province with 
43 agencies. 
 
 

 
 

                                                           

65 From the respective annual reports 2011 
66 BM (2012) 
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Apart from the availability of the physical bank branches, banking services in terms of ATMs and 
POS has improved substantially. Between 2009 and 2011 the number of ATMs rose from 620 to 
853. From 2008 to 2011, the number of accounts per 1,000 adults increased from 112 to 163 and 
the number of ATMs per 100,000 adults increased from 4 to 6. 
 

5.2.5. Interest rates 

The cost of borrowing is high in Mozambique with 15% prime rate and 3-5% margin for agricultural 
loans.67 Besides this, bank commissions and fees are high. 

Nevertheless, the interest rate spread between loan and deposit rates is falling from 15% in 2006 to 
10% in 2010 due to an increased competition in the market. 
 

Table 13: Interest rate development 

  2009 2010 2011 

FDP – standing facility on deposits 3.0 4.0 5.0 

FPC – standing facility on credits 11.5 15.5 15.0 

Spread 8.5 11.5 10.0 

Source: BM (2012 and 2011) 

As mentioned before, the Company AI   lifted the key reference rates, notably the standing deposit 
and lending facility to control the monetary base. At the same time, minimum reserve requirements 
were increased from 8.5% to 9% of total deposits. 

Interest rates for microfinance are even higher by 3% to 5% a month. This is one of the main 
problems that several interviewed persons mentioned as a constraint for SMEs. 

Financial assets mainly being T-bills are the second most important item in the balance sheet of the 
sector. Interest rates have maintained a high level, but dropped in comparison to 2010. 

Table 14: T-Bill development 

T-Bills 2009 2010 2011 

91 days 9,5 14,78 11,8 

182 days 10,34 15,01 12,11 

364 days 11,01 15,47 12,27 

Source: BM (2012 and 2011) 

 

5.2.6. Profitability and efficiency 

Mozambican banks are well capitalized. As of December 2011, the CAR was at 17.1% and thus 
well above reasonable limits. In 2010 it was 14.4% and the increase is due to an over proportional 
increase in equity. Out of all banks, only one was below the 8% regulatory limit and subject to 
extraordinary inspection. 

The leverage ratio was floating between 7.1% and 9.7% during 2011 and settled at 8.5% at the end 
of the year which was above the result of 2010 (6.6%). 

In terms of profitability the Return on Equity (ROE) dropped from 32.5% in 2010 to 26.5% in 2011 
caused by a slow down of growth of financial margin, increase in overdue loans and high 
operational costs due to branch expansion. Only three financial institutions managed to be above 
the average ROE. The ROA remained stable with 2.5% at the end of 2011.68 

                                                           

67 Beira Agricultural Growth Corridor 
68 all from BM (2012) 
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5.2.7. Financial intermediaries visited during the field mission 

During the mission to Mozambique financial intermediaries were selected which have a relatively 
large share of agriculture clients in their loan portfolio and / or which work with small- and medium-
sized enterprises. In order to get a comprehensive picture, the team also approached two of the 
main players in the market. 

Company B  

Company B is one of the key players in the market. In 2011, the total loan portfolio stood at 32 
billion MZN and client deposits at 37 billion MZN thus having 32% of market share for credit and 
28% for deposits. The loan portfolio composition was as follows: 

 15% commerce and service 

 13% transport 

 13% construction 

 13% energy 

 2% agriculture 

 17% individuals 

 

Company B  has a nation-wide branch network of 120 agencies. The focus is mostly on corporate 
clients and larger SMEs, which was also confirmed during the interview. The lending to agriculture 
firms is no priority (i.e. a low share compared to other sectors) because this sector is seen as high 
risk. In general, farmers do not possess suitable guarantees and interest rates are too high for 
them. Only in selected cases, Company B provides finance to larger farmers; in particular in the 
cashew and cotton sector. Respective farmers are usually better informed and have established 
delivery channels.  

The lack of necessary infrastructure is a main challenge for the agriculture sector. For example, 
tomatoes from Chokwe cannot be delivered to Maputo during the rainy season. Compared to that, 
import arrangements from South Africa are easy and are also used.  

Company B participates in a guarantee scheme in cooperation i.e. with Company G where farmers 
finance their investments with 50% grant, 40% commercial loan and 10% own contribution. Other 
financial institutions participating are Company D and Company S. 

Company B also declared a strategic interest in renewable energies related to Cahora Bassa and 
solar power in particular. 

Company P  

Company P is another large player in the banking sector and has a nation-wide branch network. 
The target group is the middle class and the corporate sector. As of end of 2011, the loan portfolio 
was composed of:  

 26% trade 

 15% manufacturing 

 7,5% construction 

 7,4% real estate 

 6,9% agriculture 

 4,9% transport 

 26,2% others being mainly retail 

 
Company P finances agriculture and tourism. Loans for the tourism sector are mainly for corporate 
clients and are directed to larger and more exclusive hotels. They do not experience any demand 
for smaller loans in this sector. The loan demand from ecotourism is of low scale. The sub-sector is 
not yet developed in the country.  
In agriculture, Company P  finances different links of the value chains and supports small holders 
only indirectly via the financing of large agribusiness that provide inputs and equipment to the 
farmers or enterprises that buy the products from them. For the large farmers and agribusinesses, 
the bank works together with an insurance company; offering Weather Insurance products.  
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In general, the bank is interested in international initiatives that promote the adaptation to climate 
change and would be glad to participate. However, the banks stressed that it would not take any 
risk. The bank would only introduce products if someone else takes the risk. 

Company M  

Company M was founded in 2007 with the big hope to give a boost to agricultural lending. Its 
shareholders are Company S , Company T, Company U and Company V. Recently, a restructuring 
of the bank has taken place because of negative experience made with lending to small holders. 
Many clients were transferred from a government scheme to the bank and failed to repay their 
loans. Now the bank’s focus is shifting away from microlending to financing of SMEs and on-
lending for microfinance institutions such as Company L and Company O  . 

In October 2012, the total loan portfolio was MZN 1.4 billion out of which 35% are loans related to 
agriculture. The agri-loans range from MZN 500,000 to MZN 50 million with the average loan 
amount being MZN 2.7 million. The interest rate charged is 15.5% prime rate plus 3-6% margin per 
annum. The bank is aware that this is a high cost for farmers, but it cannot apply lower rates. 

Company M favors working with large agricultural out-growers which cooperate with the 
community and serve as training providers for the attached small holders. One particularly 
successful project was highlighted in Inhambane; which also is a certified organic producer.  

Most of the larger farmers are foreigners (95%). Despite them coming from South Africa, they 
request loans in Mozambique due to the fact that the collateral is located in the country. Lending to 
cooperatives has not proven successful yet.  

Obstacles which impede further growth of farmers are the long periods needed to get positive 
returns, the high degree of corruption and the difficulty to find economies of scale. Farmer clients 
that produce for export also face challenges with the regulatory framework; e.g. regulations are not 
conducive. Foreign currency loans can only be given to clients that can provide evidence for the 
export of the crops, which is often difficult to provide at the point of the loan application. Otherwise, 
loan loss provisions of 100% have to be raised which increases costs. 

The bank has access to a guarantee fund provided by USAID and the Danish embassy and gets 
also refinancing from SIDA, among others. The SIDA credit line could also be used for eco-tourism 
investments, but so far no projects have been identified in that area. Currently, the (eco-) tourism 
sector in Mozambique could not position itself well against Tanzania and South Africa - both have 
far more tourist attractions (i.e. national parks with the Big Five). Moreover, traveling to and in 
Mozambique is comparatively expensive and immigration procedures are easier in neighboring 
countries. 

Overall, Company M is well aware of the problems of climate change for their clients and 
already received loan requests for irrigation systems. However, internal issues need to be solved 
first before the bank can diversify. 

Company N  

Company N was founded in 2000 and has since then expanded its range of services. At the end of 
2011 its total assets amounted USD 56 millions and its loan portfolio USD 32 millions. The bank is 
very interested in financing small and medium sized farmers and agricultural loans are 
becoming more important in the portfolio. In terms of outstanding loans agricultural loans reached 
USD 4.4 million in 2011 which is more than twice the value of the previous year. Currently, agro-
loans make up 20% of the total loan portfolio.69.  

The bank offers loans from USD 5,000 to agro-clients that shows a certain degree of 
professionalism and can document well what they do. The main crops that are financed by 

                                                           

69 Company N  Annual Report 2011 and information gathered during the interview. 
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Company N are sugar cane, vegetables, tobacco, as well as livestock and poultry. They have also 
financed large irrigation systems (more than USD 150,000).  

In general, the bank considers the environmental implications of all loan applications. For large 
investments the bank has a processing time of up to 3 months and requires collateral (real state, 
machinery and trucks/cars) to cover the risks. 

So far, Company N does not see the tourism sector as a priority sector. As the sector is in hands of 
“…wealthy foreigners…” the bank expects no demand for loans financing – “…if they need they 
take loans abroad (e.g. in their home country)…” There is no particular loan demand perceived for 
Ecotourism projects. 

Company S 

Company S was created as a hybrid institution; supporting the development of small enterprises 
and offering financial instruments. The organization went through a phase of development that lead 
among others to the creation of Company S in 1990 and converted in 1999 to SARL. Under the 
Law of Financial Institutions the organization turned into an investment society in 2007; i.e. 
Company S with a new strategy (design and implement programs that stimulate the expansion, 
diversification and consolidation of the financial system and the national entrepreneur network). 
Under this new approach Company S together with Company V, Company U and Company T 
created Company M.  

Company S targets an inclusive financial system and supports group lending as well as village 
banking. Currently, the organization focuses on:  

- The establishment of new local Microbanks (35) in rural areas with the purpose of 
increasing the access to financial services of the rural population. Since 2010 this program 
is supported by the “Fondo de Apoio à Rehabilitação Económica” (FARE). These 
Microbanks will act under the legal figure of Caixas Financeiras Rurais (Rural Savings 
Financial Companies), since this legal figure allow them to take deposits and requires a 
minimum capital of only MZN 1.2 million, and  

- The establishment of a guarantee national system to support SMEs.  

As part of SME development programs (that were part of the financial services component in 
2012), Company S as a “Mezzanine finance” provider has financed a total of MZN142 millions as 
follows:  

 
Source: Company S, Annual Report 2010 

As shown in the table above, a large share of the investment was channeled into enterprises of the 
fishery, agriculture and rural commerce sector (71.8%) – reflecting Company S’s focus on 
developing rural markets and value chains as well as industries such as fishery. 
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Company D 

Company D was awarded a commercial banking license by the Company AI   in February 2005. 
Company D wants to establish new service access points in rural areas serving smallholder 
farmers, develop new agriculture loan and savings products, improve risk management and 
business processing systems and enhance IT platform for better monitoring and reporting. The 
Bank operates in Manica, Sofala, Maputo, Nampula, Tete and Zambezi and has total assets of 
USD 12.2 million. 

Company D has currently a loan portfolio of USD 7.5 million, 13,962 active clients and USD 4 
million in deposits of 35,000 families. Its largest loans go up to USD 35,000, but they plan for 2013 
to increase this limit up to USD 75,000. The bank invests in the agricultural sector and plans to 
expand more in the sector (e.g. financing fixed assets such as tractors and equipment). In the past, 
Company D worked with around 13,300 farmers, 11 associations working in horticulture, soy and 
maize.  

For their agriculture loans Company D is working in partnership with several input and 
technical assistance providers. This allows them to ensure the quality of the agricultural 
production of farmers, the access to markets, higher income generation and thus the repayment of 
loans.  

In general, Company D is very interested in financing adaptation products and encourages the 
use of strategic alliances with other stakeholders.  
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6. Realizing investment potentials 

Considering the general context of different sectors that are affected by climate change and the 
financial sector, various investment opportunities can be alleged. However, certain gaps need to be 
addressed too in order to implement a credit line for adaptation finance and actually realize the 
investment potentials. Rather than focusing solely on financing adaptation to climate change, 
respective gaps call for a programmatic approach; including capacity building and creating 
synergies by developing strategic partnerships, but primarily developing the demand.  
 

6.1. The gaps between demand and supply of finance 

Following the analysis of the demand side (the financial beneficiaries) and the supply side (the 
financial intermediaries) it has become clear that a large gap between the two parties exists.  

Overcoming this mismatch will be one of the main challenges of the PPCR credit line.  

The main factors can be summarized as follows.  

- The agriculture sector is making up 24% of the GDP and provides income for 70% of the 
economic active population. Although it is clearly one of the most important sectors, it is also 
one of the least financed sectors by the banking system (comprising just 6.5% of the loan 
portfolio). Also the water sector that mainly comprises small private operators is considered 
uncoordinated and rather informal. FIs are risk averse. Lending to e.g. agriculture and 
informal water suppliers is perceived as a high risk investment. FIs prefer less risky assets 
like retail lending or T-bills. The climate risk exposure of the loan portfolio of banks is 
therefore rather small and is not yet seen as a stimulating factor for banks to explore 
adaptation to climate change strategies.  

- On the other hand, smaller FIs like Company D, Company M  and Company N are 
interested in working with small commercial farmers, but have made mixed experience in 
the past. 

- Overall, the banking system has not yet found an adequate method of servicing the small 
holder farmers or agri-SMEs that often operate in the informal sector. The main issue 
dealing with the informal sector is the non-existence of track records, financial statements or 
balance sheets. Most often, the borrowers are not able to provide bankable collateral (fixed 
assets, warehouse receipts) which excludes them from receiving loans. There are 
guarantee schemes in place which are supposed to help address the issues. However, the 
fundamental problem of servicing these (potential) clients remains. 

- Domestic credit is expensive; especially given the low returns on agricultural products and 
the challenges related to low productivity and limited market access. Also the small 
businesses of the tourist sector are concerned about high interest rates and prefer own 
funding when investing.  

- Large tourism firms do not request loan finance in Mozambique due to less expensive loan 
finance in other markets. Compared to that smaller firms prefer using own funds for small 
investments, while investment above MZN 100,000 require often loan finance.  

- The water sector that mainly comprises small private operators is considered uncoordinated 
and rather informal and would be too risky for FIs. However, the water sector does not 
request loan finance – because enterprises use their own funds for investments.  
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6.2. Investment opportunities in the water sector 

As indicated in section 4.3, the formal water supply reaches less than 30% of the population. An 
appropriate, climate resilient method to deal with the water sector would be through large-scale 
infrastructure investments that would build the formal water supply capacity and delivery. Such 
investments require extensive capital planning and are not realistic in a short-term.  

The informal water sector in Mozambique and Maputo in particular, is characterized by a number of 
small entrepreneurs who provide clean water by ferrying it from the sources outside of the city to 
the urban population, or private businesses that provide piped water directly from boreholes to the 
households. Water delivery trucks also play an important role in the supply chain by providing water 
to kiosks and other retail outlets that service a large percentage of the urban population.  

The sector is largely informal. However, over the past five years the Government has been 
investing heavily into water infrastructure to bring piped water to urban households. This has put 
considerable pressure on the informal water sector and may lead to its eventual disappearance. 
This trend has been confirmed by the representatives of the Water Supply Investments and Assets 
Fund. However, in the medium-term, the informal suppliers are likely to continue to play an 
important role in providing water access in Maputo and around. 

During this study a number of individuals involved in the informal water sector in Maputo were 
interviewed70. Water suppliers indicated that they use their own funds to develop further and 
enlarge their businesses.  

Furthermore, firms have indicated that they think that climate change has not had a significant 
impact on their business operations. They have, therefore, used their funds to enlarge their 
businesses and connect additional clients, rather than invest in climate resilience.  

The table below provides an insight into the typical investment of an informal water supplier in 
Mozambique. 

When asked regarding obtaining a bank loan, they have indicated three major barriers to obtaining 
formal financing: 

- Lack of collateral; 

- High interest rates; and  

- Lack of institutional interest in providing loans to the informal water sector. 

It should be noted that due to the informal nature of the water delivery sector, the risk perception is 
high and as a result, the banks are not willing to lend in this area, or assign significant premium to 
the loans. As a result it is not economically viable to obtain financing from the established financial 
institutions. 

As a result of the abovementioned factors, the water sector does not represent a viable investment 
opportunity in Mozambique at the moment. 

 

                                                           

70 Interview took place with two informal water suppliers and the Department for Water Infra-structure Development in Marracuene 
District. The team also reached out to Company J and Company  K , but they did not agree to be interviewed – being approached 
already by a number of other initiatives. 
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Table 15: Two typical water suppliers in Mozambique and realized and planned investments 

 
Water sector Realized Investments Planned Investments 

# 

No of 
clients /l per 
day  

No of. 
Employ
ees 

Operational 
costs p.a.  
(MTN) 

Income 
p.a. 
(MTN) 

Profit p.a. 
(MTN)` Type 

Funding 
source(s) 

Costs 
(MTN) Benefits p.a. (MTN) Type 

Funding 
source(s) 

Expecte
d Costs 
(MTN) 

Expected Benefits 
(MTN) 

1 
80,000l/ 
140 clients 6 168,000 720,000 552,000 

1 Bore hole, 2 tanks (with 
10,000 L capacity each), 
pipes (2 km of extension), 
water metric readers 
(130), accessories 

Own 
funds/ 
reserves 100,000 

 
The investment has increased 
the quantity of offered water by 
15,000L/day and increased the 
number of clients (15 new 
clients per week or 60 per 
month) and increased the 
income by MTN15,000/ month or 
MTN180,000 per year. 
 

Planning to 
expand the piped 
water for more 
than 75 clients. 

Own funds/ 
reserves 200,000 

Increased income of 
MTN31,667/month 
or MTN380,000/ 
year 

2 
210,000l/ 
470 clients 7 120,000 864,000 744,000 

5 Bore holes, 10 tanks (2 
with 500L capacity each; 4 
with 5,000L capacity each 
and 4 with 10,000 L 
capacity each), pipes (4 
km of extension), water 
metric readers (150), taps 
(2) or faucet outlets and 
accessories 

Own 
funds/ 
reserves 250,000 

The investment has increased 
the quantity of water by 
50,000L/day and reached 150 
new clients and an additional 
income of MTN12,000/ month or 
MTN144,000/ year. 
 

Planning to invest 
in building 2 more 
water sources and 
taps. 

Own funds/ 
reserves 220,000 

Increased income of 
MTN38,000/ month 
or MTN456,000 per 
year 
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Alternative small-scale investments securing water supply 

In a short-term, some small-scale investments are feasible and would allow a number of individuals 
or organizations to adapt, such as:  

 Rainwater harvesting techniques, 

 Construction of small water reservoirs, but also  

 Investments of private operators that could expand into peri-urban areas 

In order to be financial viable, some of these investments should be organized by targeting a group, 
an association or a community.  

At the moment there is no effective (visible) demand for these measures, though implementing 
improved rainwater harvesting is practiced in some selected regions (especially the drought prone 
central provinces, but driven and supported by NGOs).  

However in order to reflect the scale of potential investments, the team prepared calculations: 

Assuming only 0.25% of the population (about 57,500) are interested in a simple rainwater 
harvesting system, which costs on average about USD 1,000 per household (including the capital 
costs for a storage tank and a sterilizing unit) and apply for a loan to invest in a system, and 
considering 70% loan financing, a potential loan volume of USD 40 million is likely.  

However, spurring the demand for rainwater harvesting systems and other option that provides 
alternative water supply would require intensive awareness raising campaigns. Moreover, in 
order to enable a high uptake, and meet increasing demand in different regions, an associated 
supply chain needs to be ensured/ developed.  

Besides, targeting the financial sector (e.g. MFIs) with capacity building and funding, it would be 
beneficial to partner with services providers and existing initiatives in this field.  

 

6.3. Tourism sector 

Most of the firms in the tourism sector are foreign-owned and financed with external funding (mostly 
sourced from South Africa). However, local firms do exist and some were interviewed as part of this 
study.  

In general, representatives71 of the tourism sector interviewed for the purpose of this study have 
indicated that they are aware of the climate-related issues and their businesses have been 
impacted. Beach erosion, mangrove destruction, deforestation and drought have been identified as 
some of the issues affecting the tourism industry.  

Larger enterprises are likely in a position to undertake larger adaptation projects. However, 
respective actors were not available for interviews. In comparison smaller hotels and eco-lodges 
shared their experience with regard to their efforts to adapt to climate change. Eco-lodges in 
particular have reported experiencing adverse effects as a result of climate change. Some have 
invested into road construction, beach protection, forest conservation and other adaptation 
activities.  

However, such investments remain small and sporadic. This suggests that there could be a viable 
market in the future, however, as of yet, no project pipeline can be proposed. 

One of entities that have been involved more actively in climate change adaptation is the National 
Tourism Institute (MITUR). Supported by the World Bank, it seeks to promote projects related to 

                                                           

71 Attempts to make contact with the larger industry players were unsuccessful. Hotels near the beaches in Maputo (e.g. 

Holiday Inn, Cardoso) were targeted, but many refused to be interviewed, or simply did not answer repeated attempts at 
contact. As a result, the information presented in this report reflects the partial ability to acquire the data from the sector. 
The messages reflect the information provided by respresentatives from MITUR and companies AK, AM and AN. 
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conservation and income generation for communities using natural resources in an environmental-
friendly manner. 

Among other activities, the MITUR programs provides capacity building for staff and extension 
workers on sustainable environmental management and at the district level on land use planning 
and zoning of tourist areas, but also disseminate new technologies for the management of the 
tourism sector and further . 

There are a number of projects that have been initiated by MITUR. However, much of their work is 
funded by grant money. There are some community tourism projects that are funded by donors 
(e.g. the World Bank and the French Development Agency (AFD) and course through MITUR). 

The projects are all ongoing, but the communities involved in the activities can already experience 
the benefits (In each of the projects, a private enterprise buys the products from the communities 
and sells in different markets in Maputo). Among others the communities can improve their income 
and as a consequence rehabilitate their houses, but also maintain beehives without support from 
the project (funds).  

Based on data collected from small enterprises (lodges), two of the private firms invest in climate 
change adaptation and/or ecosystem-based adaptation. 
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Table 16: Selection of previous investments (tourism sector) 

Name the firm Challenges related to climate change Type of Investment EIA Investment 
Costs 

Sources IRR Other opportunities 

Company AK- 
Inhambane 

Beach erosion and mangrove destruction 
Loss of beach and associated structures 
Over-harvesting of wood for construction and fire 
 
Needed:  
Setting up of protection barriers 
There is need to integrate the community with 
prevention of further damage to mangroves and 
surrounding eco-systems and an ongoing dialogue 
between private sector and local community started. 
There is also ongoing dialogue between government 
and private sector and local fisherman in protection of 
reefs in surrounding areas of Barra beach. This has 
been continuous for few months and the lodge is 
looking for amicable solutions to protect recreational 
diving reefs. 
 

Protecting mangroves by 
encouraging/educating the 
communities to use alternative 
woods and not cut the mangroves. 
 
Identifying for alternative wood 
supply. 
 

 USD 500 Own funds/ 
reserves 

 

No data 

provided 

Information not shared 

Raising roads due to rising tides 
 

 USD 6,000 No data 
provided 

Putting up defense barriers to 
prevent soil erosion near the 
beach. 
 
Putting up defense barriers. 

 USD 1,000 No data 
provided 

Company AM in 
Maputo 

 Heritage program / Green Globe 
General: 
General decisions about waste 
management, recycling, water and 
electricity consumption.  

Raise awareness of managers, 
supervisors and staff 
representatives. Election of a 
“Green Team”  

 

 No data 
provided 

Own funds/ 
reserves 

 

No data 
provided 

Information not shared 

Company AN in 
Matutuine District 

The Lagoon which was always the tourist attraction 
(being home to hippopotamus and other wildlife) is 

Invested in a vehicle (4x4) to 
transport the tourists to the beach 

EIA is considered as 
important to avoid 

MTN 
800,000  

Own funds/ 
reserves 

No specific 
data were 

Use the local natural 
resources for building 
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Name the firm Challenges related to climate change Type of Investment EIA Investment 
Costs 

Sources IRR Other opportunities 

drying due to loss of natural water. 
 
This situation occurs throughout the year in the 
Matutuine district, particularly south of Mozambique. 
This is caused by dry spells.  
 
The effects are the death of various animals like fish, 
crocodiles, hippopotamus and others.  
 
Needed: 
The alternative measure is to take/transport the tourist 
to the beach which is 12km from the lodge 

12km away from the lodge 
 
Invested in road rehabilitation and 

maintenance and involved the local 

people (that got paid for the work). 

(A new investment is currently in 

development and described below.) 

 

destruction of the 
natural resources.  
The EIA is done by 
MICOA or individual 
consultants who have 
the competence and 
license.  
The staff are trained 
e.g. where they have 
to keep or burn 
wastes /residual 
materials. 

 
For these 
measures, no 
loan from a 
bank was 
acquired. The 
owner is not 
keen on working 
with loans. 
Moreover the 
investment will 
not provide 
short-term 
results (cash 
flow) 

shared, but 
commented 
that there 
are 
economic 
benefits; 
i.e. the 
investment 
has already 
started to 
pay back.  
The 
community 
living 
around the 
area is 
benefiting 
because 
they are 
using the 
road the 
budines 
rehabilitate
d to get to 
the beach 
for fishing. 

the lodges, recycle the 
water for small 

irrigations, the water 
conservations in 

bathrooms, use the solar 
system for lodge 

 

Enterprises interviewed were not willing to provide further information on financial matters like profit or other data that allow the calculation of an IRR.  
However, they emphasized that if they will make investments in the future, and that they prefer to use their own funds, because banks charge high interest rates.  
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Eco lodges are partly based in coastal lines and partly in the inland close to parks and reserves. 
For example with regard to the company AN, the people living around the eco lodge are carrying 
out activities like honey production for income generation. The honey project was funded through 
the World Bank with USD20,000 for equipment and training. 

Case 1: Company AN Eco-tented Lodge (planned investment) 

A number of other lodges are competing with company AN in the areas of Ponta Mamoli, Ponta Malongane and Ponta 
do Ouro. New developments are needed to attract more tourists. Currently, the lodge plans investments for an eco-
tented camp, an extension of the existing lodge; comprising 12 bed posts in 6 en-suite luxury tents on platforms 
which will be located near the beach of Ponte Techombanine, approximately 5 km from the present company AN. The 
eco-tented camp will run on alternative energy and will focus on sustainable waste management. It will offer activities 
such as dolphin and whale watching, educational activities about marine turtle protection, bird watching, as well as 
beach leisure activities that will complement company AN’s current products which are tours to the Elephant Special 
Reserve, village tours, medicinal plants, cultural activities, showcasing the rich culture and biodiversity of the area. 

At present, company AN is targeting its clients among the Maputo resident community. The aim of the new investment 
is to attract the growing market of regional tourists from South Africa and Swaziland looking for leisure on the pristine 
beaches of Southern Mozambique. 

Company AN will generate income benefiting the community of Gala; e.g. farmers and charcoal makers -  selling their 
goods and services to the lodge and directly to tourists. The business is currently supported by LUPA (Associação 
para o Desenvolvimento Comunitário that has experience in community-based tourism) during the planning and later 
the implementation of the project. 

In order to realize the investment, fixed assets worth USD240,000 and working capital worth USD 30,800 are 
calculated. The owner is looking for a soft loan up to USD 225,000 (loans with commercial interest rates however, 
are not of interest). 

The result of the investment is estimated as follows: 
 

 2014 2015 2016 

Sales USD124,260 USD174,129 USD235,146 

Net profit after tax  USD6,347 USD43,674 USD79,300 

Number of employees 9 9 9 
 

 
 

Case 2: Company AO Pro-Poor Tourism (realized investment) 

The community of Canhane is situated in an area with high tourism potential but back in 2002, there were no lodges in 
the area to accommodate tourists. Company AO was established and legalized (2002-2003) and ensures that the 
Company AO is owned by the community. With support from LUPA (that provided among others training to the staff), 
the community was able to plan and build the lodge, which is a pioneer and one among the first successful experience 
in community-based tourism in Mozambique. One of the attractions is water-based sports (e.g. fishing) that required 
investments in houseboats and fishing boats. 

The lodge was financed with grant funding: 2002-2009: from USAID, Helvetas, Micoa and ITC in total: USD102,000 
(for the construction of the eco-lodge and training) and 2010-2013 from World Bank and Ford Foundation in total USD 
750,000 (for extension. construction of new chalets and boats). 

The lodge started operation in 2005. As indicated below, the lodge generates profit since the beginning. 

MTN 2005 2006 2007 2008 2009 2010 

Semes
-ter 

1 2 3 4 5 6 7 8 9 10 11 

Gross 
income  

191,371 221,384 293,384 198,361 323,125 188,890 430,050 203,300 524,895 141,720 361,450 

Expen-
ses 

85,437 84,016 166,466 139,485 208,204 173,511 283,603 107,242 328,970 94,562 279,109 

Net 
profit 

105,934 137,368 126,918 58,876 114,885 15,379 146,447 96,058 195,925 47,158 82,341 

Total 
net 
profit 

 
243,292 

 
185,794 

 
130,264 

 
242,515 

 
243,083 

 
82,341 

 

The net profit is used as follows: Reserve fund/re-investment for the business: 35% / Maintenance of the buildings and 
facilities: 25% / Community: 30% (used e.g. for school projects) / Management committee: 10%. 

The lodge provides direct employment for 8 staff in the lodge and 40 indirectly in the community (traditional dancers, 
tour guides, boat tour operators, traditional healer, and visit to the village). Also sales of goods (vegetables, meat, 
eggs, fish, arts and crafts) and services (tour guide, traditional dance, and visit to the village) by the neighboring 
communities to the lodge are of importance for the wider community. 
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6.4. Agriculture and agro-forestry 

Given the importance of agriculture and agro-forestry in the Mozambican economy and the 
intensity of climate change, the need for investments in climate adaptation exists (as indicated in 
Section 4.1.). However, the actual demand for adaptation measures/equipment is not 
developed yet and the access to finance is still limited. 

6.4.1. Potential investments  

As indicated earlier, smallholder or family producers cultivate very small plots of land (average 
plot size is 1.4 ha72); using rain-fed subsistence production, which is based on traditional, 
manual cultivation techniques with only minor use of purchased equipment. Although most 
farmers are producing for subsistence purposes, there is also the group of small commercial 
farmers that use quality inputs, machinery, seeds, and irrigation, to have better yields, and sell their 
products on the local markets.  

Considering the information collected during the study, some common investments (and pending 
investment opportunities) were identified.  

Only some cases, smaller investments (below MTN 100,000) are financed through loans, but with 
technical assistance provided through firms like company A (see the three case studies below). 
Here, farmers paid usually an interest rate of 3% per months, over a period of 4 months. 

In comparison, cased on the interviews with a group of commercial small-scale farmers73, climate 
resilience investments of less than MTN100,000 are often funded with own sources, while 
investments of MTN100,000 and over this amount usually require external finance through 
FIs (see the following table). 

The major hurdles small holders experience when applying for loan funding are:  

- Lack of specific agricultural loan products tailored to the needs of smallholder farmers  

- Banks do not consider the crops/production cycle, risks faced by farmers such as 
calamities, natural disaster (droughts, floods), pest and diseases resulting to losses in 
production 

- Lack of assets/collateral 

- High interest rates 

- Low income due to lack of markets and low prices of farm products  

The farmers interviewed in-depth vary in size - between 0.216ha and 7 ha – which is reflected also 
the range of annual turnover, which is in the range of MTN17,295 and MTN1,242,980 per annum.  

During the study it became evident, that a number of small-holders are not in the position to share 
detailed data related to previous or planned investment; such as return of investment (e.g. IRR) – 
mainly due to lack of book keeping, etc.  

  

                                                           

72 INE, 2011ª. 
73 Farmers that are in the field of horticulture - vegetables and other high value crops production like chillies), or horticulture 
and cereal/maize production in the Kamavota district, Bairro Laulane, the Kamavota district, Bairro Albazine, the 
Marracuene district, Bulaza and the Momba district. 
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Table 17: Samples of small farmers that have made and are planning climate resilience improvements to their farms – with and without loan funding 

Farmer Realized Investments Planned Investments 

# 
Farm 
size 

Employ
ees 

Production 
costs p.a. 

Income 
p.a.  Profit p.a.  Type 

Funding 
source(s) Costs  Profit p.a.  Type 

Funding 
source(s) 

Expecte
d Costs  Expected benefits  

1 0.216 6 MTN 52,905 
MTN 
70,200 

MTN 
17,295  

Opening and cleaning of the 
irrigation water channels and 
wells, and investment in pests 
and diseases control 
 

No loan 
funding – 
partly own 
funds 

MTN 
84,000 

Prevented 
destruction of 32 
plots through heavy 
rains (i.e. about 
MTN 8,000 p.a.) 

Opening and cleaning 
again irrigation water 
channels, and open 
new wells. 

Own funds/ 
reserves 

MTN 
6,500 

Expected to produce in the 
32 plots despite the rainy or 
dry season 

2 5 6 
MTN 
365,740 

MTN 
826,000 

MTN 
469,260 

Opening and cleaning of the 
irrigation water channels, small 
dams for water conservation to 
use in the dry season, new 
crop varieties resistant to 
droughts and pest and disease 
control 
 

Own funds/ 
reserves 

MTN 
93,600 

Increase in 
production and 
income (not 
specified) 

Opening and cleaning 
of irrigation water 
channels, open new 
wells. 

Own funds/ 
reserves 

MTN 
25,000 

Expected to recover 1.5ha 
lost in the rainy season and 
produce piri piri (chilly) in 
this area. 

3 3 2 MTN 56,930 
MTN 
165,000 

MTN 
108,070 

Investment in heat-tolerant 
crops (maize, beans) and in 
opening and cleaning of 
channels. 
 

Own funds/ 
reserves 

MTN 
55,200 

Prevented crop 
destruction during 
the rainy season, 
earned MTN10,000 
p.a. with the plots 
where channels 
were 
opened/cleaned  

Open drainage 
channels for protecting 
farm in the rainy 
season 

Own funds/ 
reserves 

MTN 
8,000 

Protect the farm in the rainy 
season and with an 
expected return of about 
MTN15,000 p.a. 

4 3 8 
MTN 
187,010 

MTN 
622,500 

MTN 
435,490 

Investment in appropriate 
varieties adapted for dry and 
rainy season, opening and 
cleaning of irrigation water 
channels. 

Own funds/ 
reserves 

MTN 
79,200 

Increase in 
production and 
income (not 
specified) 

Tank to install drip 
irrigation system, and 
new crop varieties 
(hybrids) 

Own funds/ 
reserves 

MTN 
80,000 

Increase the production 
and income, to save water 
for irrigation, and reduce 
the number of workers 

5 7 25 
MTN 
1,199,020 

MTN 
2,442,000 

MTN 
1,242,980 

Opening and cleaning of  
irrigation water channels and 
wells, invest in pests and 
diseases control, use of 
drought tolerant varieties, and 

District 
Developmen
t Fund (FDD) 
(with interest 
of 10% ( and 

MTN 
126,800 

Earned MTN 
150,000 which were 
used for additional 
investment (spray 
irrigation system for 

Additional opening and 
cleaning of irrigation 
water channels, 
purchase of inputs and 
improve drainage 

Planning to 
apply for 
credit  

MTN 
600,000 

Expect to increase the 
production and income (by 
about MTN800,000 p.a.) 
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Farmer Realized Investments Planned Investments 

# 
Farm 
size 

Employ
ees 

Production 
costs p.a. 

Income 
p.a.  Profit p.a.  Type 

Funding 
source(s) Costs  Profit p.a.  Type 

Funding 
source(s) 

Expecte
d Costs  Expected benefits  

acquisition of drip system for 
2ha 

Hluvuku 
(MFI) (with 
interest of 
2.9% per 
month) 

2ha). system 

6 4 9 
MTN 
195,008 

MTN 
1,019,589 

MTN 
824,581 

Use of tolerant varieties for dry 
season (maize, okra) and 
hybrid varieties, opening of 
borehole for irrigation in the 
dry season, opening an 
cleaning of channels for 
drainage and water 
conservation in the dry 
season. 

Pro-Credit 
loan: 
MTN24,000 
(with interest 
of 7% per 
month) 

MTN 
176,400 

Increase of 
production and 
income, now is 
producing all year 
round (because of 
new varieties) 

Motor-pump, put 
electricity and invest in 
a drip system, introduce 
new crops (turnip, 
beetroot) which support 
different climate 
conditions 

Planning to 
apply for 
credit  

MTN 
100,000 

Expect to increase the 
production and income, to 
save water for irrigation, 
and reduce the number of 
employees 

7 1.8 3 
MTN 
112,050 

MTN 
231,500 

MTN 
119,450 

Investment in high quality 
varieties (hybrids) and tolerant 
crops 

Hluvuku 
(MFI) loan 
MTN 70,000 
(with interest 
of 7% per 
month) 

MTN 
150,000 

Increase in 
production and 
income, sufficient to 
hire a car to bring 
products to the 
market (not further 
specified) 

Increase the use of 
fertilizers buy hybrid 
crop varieties which 
support difficult climate 
conditions. 

Planning to 
apply for 
credit 

MTN 
20,000 

Expect to increase 
production and income 

8 3 6 
MTN 
423,750 

MTN 
1,181,000 

MTN 
757,250  

High quality inputs (hybrid 
seeds, foliar fertilizes and 
quality pesticides) 

Pro-Credit 
loan MTN 
100.000,00 
and Hluvuku 
loan MTN 
50,000  

MTN 
200,000 

Increase in 
production and 
income, money for 
other investments 
(new varieties) – but 
not specified 

Drip irrigation system 
and hybrid crop 
varieties 

Planning to 
apply for 
credit 

MTN 
250,000 

Expect to increase the 
production and income, to 
save water for irrigation, 
and reduce the number of 
workers. 
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The three case studies below provide a more detailed insight into the situation of horticulture 
farmers affected by climate change and that invested in adaptation measures (e.g. drought 
resistant crops and irrigation).  

Compared to the investments outlined in the table above, investments of less than MTN100,000 
are also financed through loans from FIs, however a technical services provider like Company A 
was needed to provide various technical assistance services. 

Case 1 

A farmer based in the neighborhood of Mahotas, District KaMavota that cultivates cabbage, lettuce, beets and fresh 
onions (scallions), at total area of 2 ha (divided into 3 portions) is confronted with low revenue yields of production - 
due to the lack of an irrigation system, but also low selling prices for cabbage, lettuce and sugar beet, during the 
winter months (April to August), due to the abundance of these products at this time. In comparison, during the 
summer months (September to March), better prices are offered, however the production of these crops in this period 
(off-season) is more difficult due to the limited availability of water and elevated temperatures.  

Given this situation, with the help of the Company A Mozambique, in December 2011 the farmer introduced broccoli, 
which has higher commercial value and with considerable market demand. A study (conducted by Company A 
Mozambique in August 2011) confirmed; e.g. that most of the broccoli offered in Maputo’s market are imported from 
South Africa. 

Besides diversifying the cultivation (introducing a broccoli hybrid variety with a 60 days cycle) on a test area of 414 
m2, an irrigation system was installed (a pedal-operated pump) that reduced the daily watering time by 2 hours.  

After targeting the local wholesale market, eventually, the farmer could increase the family’s income. Compared to the 
loss of cabbage production over a period of 4 months of (MTN880); using the same space of 414 m2, the net income 
for the broccoli yielded MTN4.060.86. Due to the success, the farmer extended the planting of broccoli. 

The total costs for the installation of the pedal-operated pump and the introduction of broccoli reached MTN21.274. 
The investments were possible through a credit of MNT25,000 from an MFI that charged interest of 3% per month 
(over a period of 4 months). 

With total production costs (cost of inputs, labor and tools) of MTN7,941.35 for an area of 1,000m2 and an income of 
MTN21,274 from selling the broccoli (within a period 4 months), the farmer earns a profit of MTN3,333 per month. 

Summary of case 1: 

Culture Area Gross Income 
(MTN / 4-mo) 

Production costs 
(MTN / 4-mo) 

Profit (MTN / 4-
mo)- 

Profit (MTN per 
month) 

Broccoli  414 m22 8,807.50 4,746.64 4,060.88 1,015.22 

Broccoli 1,000m2 21,274.15 7,941.35 13,332.80 3,333.20 

Cabbage 414m2 3,150.00 4,030.00 -880.00 -352.00 

Total 1,828m2 33,231.65 16,717.99 16,513.67 3,996.42 
 

 

Case 2 

The farmer of case 2 cultivates cabbage, cucumber, eggplant, green pepper, carrot, concoction, cabbage, lettuce, 
corn and pumpkins on a total area of 5,000m2, which is divided into 3 plots. Constantly, he lacked finance and 
ultimately was not able to invest in effective irrigation facilities, which meant more labor time for watering the plants. 
With assistance from Company A and a credit of MTN21,000 from Company O   (with interest 3% per month over 
a period of 4 months), the farmer invested in August 2011 in an irrigation system (a pedal-pump and 3 low pressure 
mobile sprinklers) worth around MTN11,007.57 and introduced broccoli as a new product on a 792 m2 plot.  

After the loan was paid back, the farmer earns now a quarterly profit of MTN11,438.43 through selling cabbage and 
broccoli. 

Summary of case 2: 

Culture Area Gross Income 
(MTN / 4 mo) 

Total production costs 
(MTN / 4 mo) 

Profit (MTN / 4 mo) 

Cabbage 792 m2 10,500 6,153.33 4,346.67 

Broccoli 792m2 12,060 4,968.24 7,091.76 

Total    11,438.43 
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Case 3 

The case 3 farmer is located in the District of Mahotas and cultivates on 7 plots which comprise 5,000m2 horticulture 
such as cabbage, cauliflower, broccoli, cilantro, parsley, eggplant, lettuce, cabbage and peppers, but is also practicing 
crop rotation. The broccoli and cauliflower is supplied to a vendor at the central market in the city of Maputo. The 
farmer’s cauliflower, broccoli, cilantro, parsley, eggplant, peppers perform generally well, but the yields of cabbage, 
cauliflower and lettuce drop significantly during the summer season, due to the lack of water and high temperatures. 
The farmer uses irrigation sprinklers, though the system is considered as labor-intensive.  

In the past, the farmer lacked access to finance to improve the situation. However with assistance of Company A and 
a credit of MTN21,500 from Company O, the farmer was able to introduce a hybrid broccoli kind that is coping better 
during the hot summer season and performs better than his conventional broccoli. 

In addition to broccoli, the farmer introduced a green beans variety of high performance with good market acceptance. 
Only after three months the farmer could yield from its green beans MTN1,410.93 per month. 

With three major products (broccoli, lettuce and green beans) the farmer’s gains a net income of MTN4,377.24 per 
month. After making the loan installments (MTN3327 per month), the farmer gained a positive balance of MTN1,050 
per month.  

Amortization: 

Date 2012-02 2012-
03 

2012- 

04 

2012-05 2012-06 2012-07 2012-08 2012-09 2012-10 

Value (MTN) -21,500 3,327 3,327 3,327 3,327 3,327 3,327 3,327 3,327 

Summary of case 3: 

 Area Gross Income 
(Mtn) 

Total production 
costs (Mtn) 

Profit (Mtn) Profit per month (Mtn) 

Green beans 1080 m2 9,750 5,517.23 4,232.78 1.,410.93 

Broccoli 1080 m2 13,260 6,074.75 7,185.25 1,796.31 

Lettuce 1080 m2 7,000 3,575.00 3,425.00 1,370.00 

Total 4,377.24 

Credito a re-embolsar por mês 3,327.00 

Saldo após a re-embolsar o crédito por mês 1,050.00 
 

 
 

The case studies confirm that many farmers face challenges due to low productivity and lack of 
liquidity; i.e. the uptake of effective adaptation measures is limited due to the lack of financial 
resources – partly due to the fact that the essential sources of income are affected by lack of 
productivity or/and climate change.  

Also it was observed that besides of access to finance, technical assistance is often needed. Firms 
like Company A are already active and respond to such needs and assist in identifying feasible and 
effective adaptation strategies.  
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Though there are examples of investments – with and without loan funding - a considerable 
demand for adaptation measures and associated finance is not active or alive yet.  

For the purpose of providing a scale for potential investments in adaptation, the following 
calculations were prepared. Nevertheless, the calculations are based on the fact that individual 
end-users receive technical assistance before investing; i.e. it is provided that farmers are 
properly educated about the available adaptation activities: 

1) Drought resistant crops: 

Soy beans: for a small commercial farmer who uses (only) some machinery to cultivate the 
land and employs additional labor, the cost of setting up one hectare is around USD900/ha. 
Introducing drought resistant soy beans on the cultivated area of just 5,000ha,74 the 
investment would be around USD 4.5 million. Allowing for capacity building for farmers 
and considering 70% loan funding (as 100% loan funding is not common practice), the loan 
demand can be up to USD3.15million. Utilizing better seeds improves productivity and 
commercial potential; and the income can increase even more than 100%, thus farmers are 
also in the position to pay back a loan.  

Cashew: Currently 20-30 trees/ha are common and often not treated properly (resulting in 
low yields), while 70 trees are possible. The cost to set up one hectare of cashew plantation 
with 70 trees is on average USD40075. Currently, 19 million out of 38 million cashew nut 
trees registered in the latest census are considered to be productive. Enabling farmers to 
replace just 500,000 of the non productive trees (plus providing capacity building to improve 
also cultivation techniques and making full use of tree products; e.g. nuts, fruits, liquors) 
would require an investment of about USD2.86million. Considering a 70% loan funding, FIs 
could expect a loan demand of USD2million. Development projects in Mozambique of this 
kind have realized in the past an IRR in the range of 15.7% and 42.4%.7677, (depend on the 
need to the need to hire external labor) though capacity building for farmers was/is required. 

Cashew trees start to be productive after 3 years (1kg/tree). A substantial return can only be 
expected after a minimum of five years, while they reach their full productivity after 10 years 
(9kg/tree). In the first two years however, the profit can be increased by intercropping with 
e.g. sesame, which is also fairly resistant to heat and water stress. However, also this 
cultivation technique requires capacity building, since many small holders are not aware of 
this option. Overall need to be concluded that long-term finance is needed. 

Others: input cost to cultivate one hectare of sesame including labor is USD220/ha (without 
machines), the input cost to cultivate one hectare of cassava including labor is 360 USD/ha 
(without machines). 

 

2) Setting up irrigation schemes: 

There are about 3 million ha suitable for irrigation out of which only 40,000 ha are 
operational; leaving still a potential of over 2.9 million ha to be explored. Considering only 
1% to be with high production potential because of the quality of soil, existing connection to 
the power supply and infrastructure (roads); in fact, suitable land amount 26,000 ha.  

The costs of an irrigation system vary between USD 3,500 and 4,50078 depending on the 
method (sprinkler, pivot, drip line). There is also a range of less expensive methods of 
surface irrigation (basin, furrow), which are used mainly by smallholder farmers (i.e. for 

                                                           

74 In the Company G project 29,000 ha were cultivated with soy. Figures are taken from interview. 
75 GIZ, African Cashew Alliance. 
76 National Development Bank and Rural Development, 2007, Commodity Specific Study Cashew Nuts in Orissa / Mole. P.N., 2000, An 
economic analysis of smallholder cashew development  opportunities and linkages to food security in Mozambique’s Northern Provinces 
of Nampula 
77 IRR is acceptable if it is greater than minimumexpected interest rate. 
78 Beira Agricultural Growth Corridor. 
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growing vegetables). Overall, the cost of an irrigation system are approximately 
USD2,000/ha79.; with an IRR up to 27%8081. The total demand therefore can be estimated to 
be USD 52 million out of which 70% could be financed through financial institutions; giving 
USD 36.4 million as potential loan demand. 

 

3) Investment for improving the value chain: 

Supply of quality seeds and processing / refining of the raw crops: in the case of soy, value 
could be added if the farmers thresh the pods and sell only the grain. The cost for such a 
machine is around USD9,500 and could be considered as an asset for a loan application. 
The same applies to all other adapted crops such as cashew, sesame, sorghum, 
groundnuts, pigeon peas, cassava, etc. There is no data about the concrete demand for this 
kind of investments, but taking that access to finance will make investments possible and at 
least 500 farmers can be introduced to the benefits of such investments and are interested 
in purchasing such machines, the investment volume would be around USD 4.75 million. 
With an average of 70% loan finance, about USD 3.33 million could be considered potential 
loan demand. 

4) Investment into existing programs: 

An estimated USD 22.4 millions can be channeled through the existing programs in 
Mozambique that already target smaller farmers. This is calculated considering the following 
assumptions: 

Programs like Project A or companies like Company H are working with around 15,000 
farmers. If the average need for the investments of those small farmers which are 
channeled through its partners is USD 400 for crops and agro-forestry it can be assumed 
that the potential demand only of this group of farmers will be of USD 6 million (an amount 
that will be needed in a second, third and so on agricultural cycle). 

Considering that the agricultural loan portfolio of some financial institutions that could act as 
a potential partner for IFC (i.e. Company N, Company D, Company M) amounts USD 22 
million and assuming that this portfolio will increase for the next year by 20%; i.e. reaching 
USD 26.4 million; and from it 20% are investments for adaptation measures, the potential 
loan demand is about USD 4.4 millions. 

Furthermore, considering that 50% of the total population composes the EAP and from this 
70% works in the agriculture, there is a potential loan demand from about 8 million persons. 
If only 0.5% of this population will demand a loan for adaptation measures, the potential 
clients demanding loans will be around 40,000. Considering an average loan of USD 300, 
the total potential loan demand could reach USD 12 millions. 

 

                                                           

79 FAO (2005) states cost of 1,000 – 1,500 USD/ha for the surface irrigation which seems to be rather low. 
80 You, et al. (2009) 
81 The IRR of different irrigation systems often does not differ; however, the IRR of an irregation system for one type of 

crop likely differs from an irregation for another type of crops. 
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Supply and services provides 

Most of the products/technologies applied are low-cost technologies that can be easily adopted by 
smallholders: including pumps, drip irrigation system, drought tolerant crops. In fact, the supply 
chain especially in Maputo provides a range of irrigation equipment and accessories (piping, 
manual / motor pumps, sprinklers, drips) and agricultural inputs (seeds, fertilizers, agro-chemicals 
such as pesticides, herbicides, fungicides and other phyto-sanitary chemicals).  

The available supply varies from large formal retail outlets like Company W, Company X and 
Company Y; to smaller outlets (often informal) and the informal market of Chiquelene.  

The photos below provide only a small snapshot of available systems and technologies. 

 

 

 

 

 

 

 

 

 

 

Sprinkler options (plastic/,metallic) available in Maputo      Inline emitter drip tape available e.g. at Procampo 

  

 

 

 

 

 

 

 

Honda 2”x 2” inlet / outlet motor pump      A small seed shop close to Maputo 

 

Small seed agents of Pannar like Company AA  indicated that they are capable of supplying quality 
seeds for high value products for a wide array of horticultural products like watermelon, broccoli 
and cucumber. These seeds are adaptable to the different climate conditions currently experienced 
in Mozambique. However, interviews with the farmers indicated problems of the supply chain with 
regard to unavailability of chemicals that need to be imported and come with high prices and partly 
the low quality of seeds. Company G responded to the limitations with the establishment of own 
soy see production. 

Despite some challenges, in general, the local supply chain has a wide array of all type of goods 
ranging across seeds, fertilizers and irrigation hardware that give farmers options for adaptation to 
all types of climates.  

During the time of the study, a number of firms were identified that offer in Mozambique farm inputs 
adapted to droughts (drought tolerant varieties and short cycle crops), organic fertilizers and 
irrigation equipment needed for water lifting, water distribution and application and water 
conservation (storage). In fact, currently there are seven firms that are providing agricultural inputs 
including drought resistant crops (two of them are selling also irrigation technologies).  

Ten other firms were identified that focus on irrigation products - ranging from equipment to 
accessories. 
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According to the 17 suppliers interviewed, the majority of their clients comprise government 
agencies, smallholder farmers but also NGOs that work together with farmers. Small farmers 
finance purchases mainly with own funds. In general, farmers do not take a credit because of high 
interest rates banks are asking for providing loans. 

Though suppliers provide (partly) appropriate products that allow farmers to produce high quality 
products in adverse conditions (drought, high and low temperatures), all suppliers confirmed that 
the demand for these products/technologies is still small – especially for drip and sprinkler 
irrigation systems (despite the advantages for farmers).  

According to the suppliers interviewed, the purchasing capacity of smallholders is too low to 
afford adaptation technologies (considering the small turnovers). As a consequence, suppliers 
do not reach out far geographically what makes it difficult for farmers to get access to products. As 
a consequence, suppliers do not increase their stock (e.g. indicated that they do not require loan 
funding themselves). 

However, suppliers also indicated that the demand is increasing steadily. Particularly, the demand 
for treadle pumps is increasing rather fast (as technology allows smallholders to produce in drought 
seasons for low investment). 
 

6.4.2. Reaching financial beneficiaries 

Larger farmers do not rely on local financing sources. However, as outlined above, smallholder 
farmers constitute the main part of the agricultural production in Mozambique, but are not serviced 
by the financial sector. The challenge for the PPRC therefore lies in finding an effective delivery 
channel to reach them; because:  

- Lending directly to small- and medium-sized farmers through commercial banks is difficult 
due to constraints on the side of the borrowers to present suitable guarantees, regular cash 
flows and business history. 

- Lending to cooperatives or associations as practiced in other countries is not (yet) 
recommendable in Mozambique because of deficiencies in governance and management of 
those organizations (unless they are working under the umbrella of international programs 
that are creating the basis for well managed structures). 

Alternatively, lending to out-growers that collaborate with small holders (such as Company H, 
Company A) or with existing initiatives that support farmers to improve yields and ensure access to 
markets should be initial targets. Financial institutions that serve already low income populations 
and SMEs should be considered as channels for a credit line.  

In fact, considering the current small demand for loan funding (compared to the actual need to 
adopt), it is highly recommended to develop the demand further (i.e. by offering capacity building to 
small holders); e.g. by tapping into existing programs of agencies that provide assistance and 
expertise to the small farmers. By collaborating with the NGOs, a mechanism could be developed 
wherein IFC through a partner bank provides a tranche to the NGO, which in turn distributes the 
loans among its members.  
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6.4.3. Demand creation and capacity building 

Farmers in Mozambique are aware of the changing climate and weather patterns. A number of 
farmers are already taking some initial steps to adapt. However, there is a severe lack of 
knowledge of effective adaptation strategies.  

  

 

 

 

 

 

 

Therefore, when developing a finance facility for adapting to climate change (and before substantial 
investments can be made), capacity building is required; i.e. raising awareness among 
Mozambican farmers as to the various adaptation activities that they may undertake. Indeed, by 
focusing on awareness raising and education, it will be possible to unlock future demand, as 
those farmers who are aware of the adaptation activities, will seek financing to make the necessary 
investments. 

However, capacity building related to adapting to climate change will be not sufficient. A number of 
farmers are facing other pressing issues (e.g. limited productivity). Therefore, capacity building 
should comprise the overall (internal) value chain of a farmer to ensure bankable adaptation 
projects can be developed. 

Provided that the farmers are aware of the various adaptation strategies available to them, they will 
seek the capacity to implement them. Capacity will include financial means, which is where IFC can 
enter and provide the investments through a finance facility.  

 

 

 

 

 

 

 

 

 

 

It is advisable that IFC cooperates with existing programs and donors to improve productivity and 
promote adaptation. For instance, e.g. company AJ has expressed interest in cooperating.82 Such 
linkages can build synergies and stimulate the demand that IFC can address with its funding. 

Working hand in hand with institutions that provide technical, knowledge and access to markets for 
farmers will provide security for financial institutions (e.g. improved yields advances the ability to 
repay loans, these institutions could even act as a guarantor of loan finance).  

 

 

                                                           

82 GIZ has implemented an Early Warning System (working closely with INGC to assess the impact of climate change). 
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Services that are not offered by FIs, but should be utilized through other programs are e.g.: 

- Provision of irrigation to small holders in vicinity of commercial farms at affordable cost 

- Access to modern farm inputs (seeds, fertilizer), to extension services and to credit 

- Introduction of different variety of crops 

- Introduction of drought resistance seeds 

- Conversion of arable land 

- Access to improved post-harvest facilities (storage) and end-markets 

- Access to knowledge in agro-forestry 

- Produce high resistance crops (or reforestation) 
 

6.4.4. Partner institutions 

Based on the market assessment (including a number of interviews), FIs have shown an interest in 
introducing adaptation lending products in the agricultural sector (despite the risks perceived) and 
other institutions have shown interest and capacity to serve as potential partners for providing 
technical assistance. The following list outlines a selection of institutions: 

a) Financial institutions 

- Company D 

- Company M  

- Company N   

- Company AB 

b) Technical assistance in climate change investments /extension services for farmers 

- Company A 

- Project A 

- Company G 

- Company H 

- Company AI 

- Company AJ 

For example, Project A the Trade and Competitiveness Program aims to increase Mozambique’s 
private sector competitiveness by strengthening targeted agricultural value chains.  Project A 
focuses on value chain development as a means of creating incentives to improve the enabling 
environment and expand and strengthen business development services. 

 Project A could play the role of identifying the farmers in need of a loan (provide loan products 
directly to the farmers). 
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6.5. Suggestions for the use of the concessional funding 

IFC plans to make available a grant (USD 1 million) for the Mozambican IFC PPCR project that will 
be used for technical advisory on the PPCR investments. The assessment and the experience in 
other countries have shown that FIs appreciate initiatives of such kind, particular due to the lack of 
experience; the question however is how to apply respective resources effectively.  

The following provides suggestions: 

- Providing to the FIs a certain amount (or bonus) for each disbursed adaptation loan (e.g. 
USD50-100 - depending on the size of the loan). Respective schemes have worked well, for 
example, in Chile to motivate banks to invest in the microfinance sector. 

- Softening interest rates; i.e. promoting a lower interest rate for the end users. Respective 
schemes benefit both, the FIs and the end users. 

- Developing a guarantee scheme, e.g. by taking the risk of 50% of the loan. However, a 
guarantee scheme created with the concessional funding must be analyzed in more detail 
and may be complemented with existing guarantee schemes. 

- Financing technical assistance for institutional strengthening of the participating FIs 
(including the development of financial products for adaptation, introduction of risk 
management tools, development of a monitoring system to measure the impact of the 
loans). Considering that the financing of adaptation to climate change is new, this kind of 
incentive is interesting for FIs and will help them to identify and develop appropriate 
adaptation finance products for different sectors. Technical assistance for product 
development, i.e. considering the design, piloting and fine tuning of product costs on 
average USD 200,000, while a specific risk management advisory package may cost 
between USD 50,000 to 90,000. 
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Suppliers of adaptation products and services 

Company name Type of supplier (years and places  of operations and products offered, e.g. adaptation 
products/services) 

Company AA   Open since 4 years in Maputo, 2 outlets (I Machava  and Marracuene) 

 Sells Pannar seeds and all agro-inputs (fertilizers and agro-chemicals)  

 They offer a wide array of seeds (Stark Ayres label) from a reputable seed company (Pannar) that 

has good adaptability to prevalent local climatic conditions 

 Offer technical assistance to clients 

Have future plans to open other outlets around other parts of Mozambique. The material sold in the 
shop comes from Pannar South Africa. The shop is strategically placed to sell inputs to small 
farmers working in the Green zone of Machava. The staff is ready to offer technical assistance if a 
farmer requests for information. A client can make an order for any seed required but that is not 
available in the shop but available with Pannar in South Africa for a maximum wait time of 20 days. 
Seeds sold include water melon, beet root, tomato, lettuce, green pepper, cucumber, soya beans, 
onion, broccoli and peas. The shop's main target clientele is the small farmers around Machava's 
Green zone but also serves big farmers. A sample of the cost of the seeds showed lettuce (25gram 
= 140MZN; 100grams = 500MZN). The shop currently does not offer credit for small farmers but only 
to the larger farmers from Gaza. The wide array of their seeds from a reputable seed company 
(Pannar) means that it has good adaptability to local climatic conditions prevalent in Mozambique. 
Panner spends money in seed testing and development for Southern Africa. 
 

Company W    Operating in Maputo since 25years.   

 Agricultural and veterinary products (tractor, cultivator, irrigation technologies, fertilizers, 

pesticides, seed, manual sprayers) 

 Have national presence; representations in all provinces by resellers  

 COMPANY W  offers a wide range of products from seed to tractors, a product list which covers a 

wide spectrum of needs and climate change adaptability such as drought tolerant crops and 

hybrid crop varieties (short-cycle varieties) 

 Sell Irritec and Siplast irrigation equipment: pumps, drip irrigation systems and sprinkler irrigation 

systems 

Sell other agriculture-related products e.g. seeds and agro chemicals. Sell various products from 
machinery to seed/ fertilizers. Currently they sell various products including the following; Hailin 
Diesel motor pumps (2" inlet and outlet, and 3.8 to 4.2Hp = approx. 24 950MZN. Mayford seed (foil) 
all seeds approx = 50MZN. Other seed varieties available include egg plant, lettuce, squash, tomato, 
broccoli, watermelon and green beans. Drip laterals are also sold (inline emitters) 2000metre line= 
15000MZN; Sprinklers (2500sqm) = 87500MZN; Drip (laterals only) = 7.5MZn per metre; Suction 
hose spiral (1.5") = 303MZN per metre. Discharge hose 1.5" = 110MZN per metre. Sprinkler heads 
also sold (metallic) = 490MZN & plastic head = 190MZN. Pesticides and fertilizers are also sold and 
the going prices are as follows; urea = 1665MZN per 50kg; profonofes = 450MZn per litre & 
agrometic = 402MZN per 500ml.  
The focus of COMPANY W  is to offer a wide range of products from seed to tractors, a product list 

which covers a wide spectrum of needs and climate change adaptability. 

 

Company Z  In operation for approximately 5 years. 

 Sells fertilizers and seeds  

 The wide array of seeds from different seed suppliers helps make a wide array of inputs adaptable 

for local climate conditions available to the shop’s clients e.g. some of their seed variety for maize 

is drought resistant. 

They have other outlet in Gaza Province as well as smaller agents across the country. They sell 
fertilizer and seed imported from South Africa, Zimbabwe, Malawi and Portugal. The brand name 
promoted is Mayford, Sakata, Hygrotech, Lusosem and Starke Ayre. This includes seeds for carrot, 
lettuce, kale, onion and broccoli. They currently do not offer Technical advice or offer credit to 
clients. The current selling price for the products can be summarised as fertilizer (urea) 50kg = 
1745MZN; urea-1kg = 35MZN. The seed sold is as follows; Broccoli foil = 60MZN; Tomato premium 
seed 100g = 345MZn (caljota variety); lettuce 10g = 75MZN & 100g = 650Mt (great lace variety). The 
wide array of seeds from different seed suppliers helps make a wide array of inputs adaptable for 
local climate conditions available to the shop’s clients e.g. some of their seed variety for maize is 
drought resistant. 
 

SRC, Consultória 
Representação e 
Commercio, Lda 

 Sells organic fertilizers and potato seeds, products also caters to fruit and horticulture crops  

 Products they offer are geared for modern farming with emphasis to current climate conditions. 
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However the challenge they face is in changing the mentality of clients who have 

preference for the older products and not necessarily the modern supplements that SRC is 

promoting. 

Their product ranges are claimed to be sold in over 44 countries worldwide and originate from Spain 
and Portugal. The product range caters for fruit and other horticultural products (tomatoes, onions, 
cabbage, etc) as well as crops like tobacco, sorghum, maize and soya). Some of the product ranges 
go by the names Amino forte, Naturcare, Minol fruit, Fosnutrem and Kadostin. The prices are as 
follows; Aminol Forte (1LT) = 755MZN; Fosnutren (1LT) = 805MZN; Kadostin (1LT) = 870MZN; 
Naturcare (1Kit) = 5700MZn. The products serve as natural/ organic replacements for NPK, Urea 
and Potassium but are not contaminants like the products that they are replacing. The cost of the 
potato seed is 42MZN per kg. They currently have other close outlets/ operational units in 
Moçambique-Chimoio, Botswana and South Africa and some plan for a trial in Zimbabwe for tobacco 
farmers. They offer technical advise but currently do not have any credit facilities in place.  
The products they offer are geared for modern farming with emphasis to current climate conditions. 
However the challenge they face is in changing the mentality of clients who have preference for the 
older products and not necessarily the modern supplements that SRC is promoting. 
 

Pro-campo  Operational since 10 years  

 Sell various agro-products ranging from seeds, mechanicals (tractors, grinding machines, oil 

presses) as well as pipes & irrigation equipment and accessories 

 Procampo’s strategy is to sell a wide variety of goods that offer farmers options for the entire wide 

array of climatological conditions that they experience. 

Sell various agro-product ranges including seeds, mechanicals (tractors, grinding machines, oil 
presses) as well as copolene, suction pipe among others. Procampo indicated the following prices 
for some of their goods in stock; HDPE tube 2 inches = 88MZN per metre; drip emitters 16mm = 
29.75MZN; Sprinklers (heads) RC 160 = 300MZN; lateral material (sprinklers) 16mm = 21MZN per 
metre; Mainline (sprinklers) 1" = 150MZN per metre, Drip (200sqm) = 8720MZN; motor pump 
"Changfa" 3" = 29.389MZN; suction pipe 3" = 650MZN/ metre; Discharge piping 3" = 375MZN/ 
metre. 
Like Company W , Procampo’s strategy is to sell a wide variety of goods that offer farmers 
options for the entire wide array of climatological conditions that they experience. 
 

Company Y  They sell agricultural chemicals and seeds and has been in operation since the year 2000  

 Sell agricultural chemicals and seeds  

 Company Y does not have any ongoing climate change adaptation strategies but use the local 

demand from clients to make available the goods that they sell. 

Agro-chemicals, fertilizers, pesticides, knapsack sprays, fungicides as well as seed for locally 
consumed vegetables (lettuce, kale etc.). The materials are imported from South Africa. The 
company offers technical assistance and some credit terms to big clients. They also have some 
small outlets in Chokwe, Beira and Nampula. The brand name that is promoted by the company is 
Volcano products. Fertilizer (urea-50kg) sells for MNT1650/t and pesticide profonofes = 
MNT420/l. 
Company Y does not have any ongoing climate change adaptation strategies but use the local 
demand from clients to make available the goods that they sell. 
 

Biochem  Operational since 2 years 

 Sells 98% organic products which range from plant and soil products.  

 Sell products that have a multi-functional effect acting as both fertilizer and soil conditioner. The 

other products include soil conditioners to cater for soil salinity and other soil problems. 

They technical assistance and advise along with their broad range of organic products e.g. to Aga 
Khan and other NGOs. The products vary from soil conditioners to fertilizer supplements. Biochem 
say that they can deliver the products to the farmers no matter how far in Mozambique. The cost of 
their products varies but generally cost approximately MTN640 per litre. The products are varied 
and include Brameiro which is an organic foliar fertilizer for potato, tomato, lettuce etc and is served 
as 10ml per 1litre of water. The other products include soil conditioners to cater for soil salinity and 
other soil problems and this goes at approximately MTN1160 per litre. Some of the products have a 
multi-functional effect acting as both fertilizer and soil conditioner. The company will offer full 
technical assistance for free but currently do not have any credit facilities in place. The brand name 
promoted by the company is called "Monty's" 

 

Company name Years of operations and products offered, e.g. irrigation 

EcuWorld Water 
Technology 

 Have been in Mocambique for over 20 years  
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 Sell plastic components, pipes (metal and Polypipe) as well as manual and motor pumps.  

 Ecuworld have a wide market and climate coverage, meaning that they have products 

adaptable to all types of climates experienced in Mozambique. 

They claim to be a big supplier for many past projects like Cabo Bassa, which is the biggest hydro-
electricity project in Southern Africa. The list of some of the components that they sell are as 
follows; Water storage tank 10.000LTs = 33,670MZN; 5000LTs = 15,860MZN; 3000LTs = 
18,655MZN; 1500LTs = MZN; 1000LTs = 5,980MZN; 500LTs = 4030MZN; 210Lts= 2,028MZN. 
Other components sold are solvent weld valves PVC DN1= 13,88MZN. Also HDPE tube 25mm 
Class 10 = 2376MZN; 32mm = 4221, 54 MZN; 40mm = 491MZN per metre. Some other 
components sold include sprinklers, motor pumps (2" & 3"). The shop currently has 1 outlet in 
Maputo but say they have business partners in other parts of Mozambique including Nampula.  
The goods sold in Ecuworld have a wide market and climate coverage, meaning that they have 
products adaptable to all types of climates experienced in Mozambique. The origin of many of their 
products is South Africa. 

Ferragem de 
Mocambique, 
Lda 

 They have been operating in Maputo for over 2years (without business outlet in Mozambique). 

 Sell irrigation equipment (sprinklers) and accessories (ex.-pipes, fittings)  

 Sell irrigation equipment catered to improve water distribution and application to crops efficiently 

Have a large business presence in Maputo and retails several household and agricultural 
components. They have a wide target clientele. Items that are under sell in the shop include the 
following items; Mini sprinklers (plastic) = 355Mt per head; garden hoses 0.75" = 756MZN/metre; 
Lay flat pipe 25mm = 730MZN/metre; HDPE tube 1" = 78MZN/m; HDPE tube 1.25" = 
88MZN/metre; HDPE tube 1.50" = 159MZN/metre; foot valves 0.25" =380MZN; foot valves 1" = 
470MZN, PVC valves 1.25" = 927MZN; PVC valves 50mm = 1727MZN; suction piping 40mm = 
897MZN/metre; tanks- plastic (250LTs =3100MZN; 1000LTs = 5950MZN; 2500LTs = 9950MZn; 
5000LTs = 15500MZN; 10.000LTs = 33000MZn. They do not offer any credit terms for clients. The 
origin of the bulk of the goods in this shop is Portugal and South Africa. 

Hidro Maquinas  They have been in operation for some 10 years now. 

 Local importer of quality motor pumps, and accompanying hardware include HDPE tubes and 

suction piping 

 They offer repair services for broken down motor pumps as well as in-field technical assistance 

e.g. before selling any pump to a client, they prefer to get as much information on the client's 

field or area of operation for the pump so as to sell him/her the right type of pump. 

They also offer repair services for broken down motor pumps as well as in-field Technical 
assistance e.g. before selling any pump to a client, they prefer to get as much information on the 
client's field or area of operation for the pump so as to sell him/her the right type of pump. They 
said they could offer some form of credit facility but it is not formalised and depends on the client 
convincing the shop that they can meet the terms of the credit agreements. A sample of priced 
goods included the following; motor pump Lombardine - motor diesel 15LD 225 (2" x 2") = 
65,000MZn; HDPE piping (2") = 180 MZN per metre; suction piping (2") = 620 MZN per metre & 
Sprinklers = 420MZN per head.  
The quality of the motor pumps is appealing and the shop say offer first hand assessment of the 
client's farm before selling a pump to him or her. The origin of many of these products is Italy and 
South Africa. 

Blue Zone, Lda.  Local supplier of high market electrical pumps of various sizes and capacities, including 

submersible and centrifugal systems. 

Also sell some plain and filter tube to go with the pumps at the following prices; Plain (4" = 
1170MZN per metre; 5" =2457MZn; 6" = 4212MZN) and the Filter (4" = 1287MZN; 5" = 2880MZN; 
6" = 4446MZN). 

Plastex, Lda   Operational over 10 years 

 Local manufacturer of plastic water storage tanks in Mocambique 

 Sell water storage tanks to conserve and capture water either for domestic or irrigation use 

Takes orders/requests for water tanks by most shops in Maputo; e.g. Company W, Sofomer, 
Ferragem de Mocambique etc). The other shops add the extra mark-up from the wholesale prices 
from Plastex e.g. the 250LT tanks = 2120MZN. Plastex price and 10.000LTs = 27,420MZN. 
 

Sotubos  Have been in business for over 15 years in Maputo and have large presence in the city with over 

3 outlets identified during the survey 

 Large supplier of tubes and tube connectors and components 

 Sotubos also sells some metal sprinklers 

Are a large supplier of tubes and tube connectors and components in Maputo. Some of their 
items sold are as follows; HDPE tube - 0.25" = 35MZN; 1" = 60MZN; 1.75" = 90MZN. Suction 
hose (spiral) 25mm (1") = 435,90MZN; 35mm (1.25") = 539,90MZN; 40mm (1.50") = 629,90MZN; 
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50mm  2")= 829,90MZN. Other components are Metal valves at 0.5" = 199,90MZn; 0.75" = 
299,90MZN; 1.25" = 619,90MZN; 1.50" = 1000MZn; 2" = 1499, 90 MZN; 2.5" = 3299,90 MZN. 
Other components surveyed where storage tanks - 250LTs = 2500MZN; 500 LTs Horz = 4750MZn; 
750LTs vert. = 4500MZN, 1000vert = 5800MZN; 1500LTs = 6900MZn; 2000 LTs = 7100MZN; 
2500LTs = 9750MZN; 3000LTs = 11000MZN; 5000LTs = 15100MZN & 10.000LTs = 32000MZN. 
Sotubos also sells some metal sprinklers (without stands) at 0.75" = 1,285.44MZN. 

Agro Alfa SARL  Is now a private institution after privatisation from the government in 1997. They manufacture 
and sell several metal components including manual pumps (Afridev and treadle pumps). They 
currently do not have a distributor in Maputo but have outlets in Beira, Quelimane, Nampula, 
Tete and Beira. They fabricate and import pumps at the order of the clients who in most cases 
are NGOs.  

 In general, all Agro Alfa’s type of pumps are the main systems being promoted in relief programs 
in Mozambique. The Afridev for instance is a long life pump that serves rural communities’ water 
needs. These pumps are already playing roles in adaptation to climate changes. 

Previously they used to import products from Italy, China and India but claim that they found the 
cost prohibitive. The selling prices for the fabricated treadle/ manual pumps is 3500MZN 
(Dealer price) and 4500MZN (retail price). They say that they offer their clients a waiting period of 
(say) 20 days for 50 treadle pumps , and the pumps are send to the client in batches until the full 
order is achieved within the 20days. The company is also open to discuss the fabrication and 
provision of small spares such as foot-valves and rubber seals. For example the cost of a pair of 
rubber seals can go for approximately 100MZN but the foot-valves are not yet individually priced as 
they go together with a pump but the price can be negotiated with a client if need be. They offer 
technical assistance but no credit facilities. 
In general, all Agro Alfa’s type of pumps are the main systems being promoted in relief programs in 
Mozambique. The Afridev for instance is a long life pump that serves rural communities’ water 
needs. These pumps are already playing roles in adaptation to climate changes. 

Afritool (PTY) 
LTD 

 A local agent for Honda brand of technology including motor pumps and generators. They have 
one outlet on Maputo and several others in parts on Mocambique like Nampula and Cabo 
Delgado. 

 Promoting products for a reputable company (Honda) means that the products have a strong 
quality guarantee and are mainly suitable for all climatic conditions in Mozambique. 

Is a local agent for Honda brand of technology including motorbike, motor pumps and generators. 
They offer credit facilities to bigger and reputable clients, but do not offer credit facilities to small 
clients. Technical assistance is offered though it is often limited to on-sell assistance. A sample of 
the cost of their goods is motor pump Honda WB20XT DRX (2" inlet and outlet) = 13,000MZN; 
motor pump Honda WB30XT DRX (3" inlet and outlet) =14,000MZN; suction piping (spiral- 2") = 
310MZn per metre; HDPE tube (2") = 130MZn per metre; suction pipe (3") = 410MZn per metre; 
HDPE tube (3") = 170MZn per metre. 
Promoting products for a reputable company (Honda) means that the products have a strong 
quality guarantee and are mainly suitable for all climatic conditions in Mozambique. 

Mocambique 
General Trade 
LDA 

 Vendors of all types of motor pumps of varying capacity and size 

 Have only one outlet in Maputo  

 Have been in business for little over 5years 

 They offer on sell technical assistance but have limited assistance afterwards. The do not 

currently have any credit facilities for customers and their main clientele is larger farmers as 

opposed to smallholder farmers. 

Vendors of all types of motor pumps of varying capacity and size e.g. From 2Hp to 10Hp models. 
They offer on sell technical assistance but have limited assistance afterwards. The do not currently 
have any credit facilities for customers and their main clientele is larger farmers as opposed to 
smallholder farmers. A sample of the cost of their pumps is motor pump FL-model 420-2P (3-
4") = 26,850MZN; motor pump FL 516 (3-4") = 22,950MZN. The shop also sells some 
accompanying hardware for some of the pumps such as suction and discharge hoses. The source 
of their products is Italy and South Africa. 

Informal market 
of Xiquelene 

 Part of the informal supply chain which most clients use for acquiring spares and other 

components e.g. piping and small spares. 

 No climate change adaptability measures are present here due to the informality nature of the 

business found here. 

This is part of the informal supply chain which most clients use for acquiring spares and other 
components e.g. Piping and small spares. Prices in this market are mainly negotiable and variable 
over day to day and client to client but one vendor gave us the following prices for the following 
products; gate valves (25mm ball valves) PN6 South Africa = 200MZN; HDPE tube Class 3 -PP, 
1.75" = 100MZN per metre; 1.5" = 100MZN/metre; HDPE tube Class 6- 32mm = 75MZN/metre & 
40mm = 150MZN. Other components enquired on where sprinklers (plastic heads) = 
150MZN/head, foot-valves 32mm = 600MZn; 40mm = 750MZn (excluding adaptor component 
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which costs extra 50MZn); domestic garden hose 0.75" = 40MZN per metre as well as adaptors for 
suction tubing (40mm) to hose (0.75") = 100MZn. The market offers quick Technical assistance in 
finding what the client is looking for but afterwards, the client is responsible for the purchase. No 
known credit facility is used but the prices are negotiable. No climate change adaptability measures 
are present here due to the informality nature of the business found here. 

 


