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           Summary Achievements in 2005 

and 

Plans for 2006 - 2008

1. What Malonda Does 

Malonda  means “Business” in a Niassa language. It is a private sector support programme which provides two strategic resources for businesses in Niassa:

A. Key Services that increase business efficiency  and reduce costs related to red tape barriers, rent-seeking,  risk and transactions, and 

B. Risk Capital in agriculture, tourism and forestry that bring capital, international best practises and know-how to the province.

2. What Malonda Wants to Achieve 

Malonda aims to increase the net income of at least 15 000 economically active among the poor in Niassa. These are pre-dominantly employees. entrepreneurs and self-subsistence farmers. There income is to be increased from less than 40 cents a day
 to more than one USD per day. This goal is to be reached by December 2008. 

The long term goal (2015-2020) is to substantially improve the income and standard of living of more than 50% of economically active persons and their families in Niassa. 

3. Inroads on Goals and Objectives – A Brief Overview of Achievements and Milestones in 2005 and Challenges in 2006-2008

Achievements

In 2005 Malonda has made inroads towards long term goals and laid a platform for achieving considerable impact during 2006-2008. We have increased the income – but not yet reached the one dollar a day goal - of at least 18 000 economically active poor in different ways, described below. 
Malonda Risk Capital Investments

Malonda invested with Niassa businesspeople, extended a few loans and invested in shares in one forestry plantation business that brings capital and know-how as well as increased standards of living to the province. Details: 

· Contractual Joint Ventures. 15 500  farmers sold 7.500 tons of crops to Malonda financed Contractual Joint Ventures. They earned an average of 80  USD each. 

· The crops were bought from seven Contractual Joint Ventures which were established by the NGO AMODER and local businessmen in Niassa. The total investment amounted to approximately 860 000 USD. The Joint Ventures will finalise the agricultural season in February-March 2006 at an estimated Average Return of Investment of 15 %, 
· Malonda also invested in four Contractual Joint ventures in the Service and Manufacturing industry. The total investment amounted to approximately 100 000 USD. The Average Return of Investment is estimated at over 20%. The four employ more than 20 people,

· The Joint Ventures put together employed a total of approximately 100 persons at a salary level of 80 USD per person per month.

· 15 small entrepreneurs received loans at a total value of 60 000 USD.  Quite a substantial part of the portfolio, 60% consisted of late payments at the end of year 2005 but the delays are related to the agricultural marketing season and the rotation of capital and stock. It is estimated that once all stock has been sold, only 5% of the portfolio will be written off as bad debt and the remaining 95% will be re-paid and re-invested. 98% of the loan takers were men.
· 30 farmers produced and sold lemon grass, with an estimated annual income of  900 USD per person and year,Neville will comment)
· Forestry. 360 new jobs in forestry at approximately 80 USD per employee per month.

MALONDA Services

NAKOSSO, Niassa Business Center provided legal services to establish around 10 companies in 2005. The assistance helped to assure:

· 40 new jobs in Macadamia plantations at approximately 80 USD per employee per month,

· 10 new jobs in Poultry at approximately 80 USD per month,

· 2000 community members to receive a return of 20 000 USD from hunting trophees 

· More?

NAKOSSO, The Niassa Business Service Center also contributed to a better business environment and increased confidence in the province as an investment destination. The center provided business information  to around 30 businesses. NAKOSSO also serviced around 20 companies as an ombudsman and acted as a mediator between the private sector and the state to resolve issues such as rent-seeking, conflicting regulations and allegations. 

Milestones

Malonda Milestones in 2005 were as follows: 

· Approval of Malonda Foundation by the Council of Ministers and nomination of board of directors

· Approval and Conceptualisation of 220 000 ha of land for development of forestry, tourism and agriculture

· Restructuring of SDM, a Limited Liability Share company in order to establish Sociedade Malonda SARL, a Risk Capital Investment Corporation that will work under Malonda Foundation

· Assisted eight communities in Niassa – with a population of approximately 150 000 persons to receive their land use rights of a total of  2 million ha …..and to …….negotiate with the two forestry plantation investors for the transfer of right of use of land

· Agreement with forestry investors to start a community fund of 400 000 USD

· Assisted Chikweti SARL, the first forestry plantation operation in Mozambique since independence to start operations in Niassa for the production of sawn timber. The estimated investment value is 30 million USD over 10 years. Operations begun in early 2005. At the end of 2005 Chikweti had 360 employees

· Investment by Harvard University Endowment Fund of two million USD in Chikweti

· Assistance  to start a second large scale forestry plantation. Florestas de Niassa. Operations will begin in early 2006

· Investment by Hoeghst Capital Partners of five million USD in Florestas de Niassa  

· Invested as partners in 11 contractual joint ventures that all made a profit in 2005. Estimated income will cover 90% of operational cost in 2005 (agricultural marketing season does not end in December and therefore figures are not exact yet). 

· As an addition to the contractual joint venture services AMODER/Malonda extended 15 loans to small and medium businesses and the portfolio, evaluated at 61 000 USD is expected to recover 95% of its loans.

· Closure of micro finance and outgrowers contract which was financed and implemented in partnership with World Relief International. Performance targets and effects on increase of income were did not reach desired targets. 

· Signed an MoU and financed a feasibility study for start of savings services in partnership with Correios de Moçambique
· Take over of an irrigated lemon grass communal farm “ Changamire” in mid 2005 from Sempre Verde Lda. 

· Initial contacts with three potential investors, of international recognition for the establishment of a paper pulp mill and a plantation of 100 000 ha of eucalyptus for fine paper production

· Decision to develop the Matama Farm and the Malonda Foundation Tourism area with the investment in the land being Malonda’s own capital.

· Decision not to invest in Tenga Lda, a Macadamia plantation farm. Instead Malonda intends to enter into partnership with Tenga in the development of a Macadamia Plantation on Matama Farm, which belongs to Malonda. 

· Decision, to continue the dialogue for investment in Manda Wilderness, and a 

management contract with the Tourism Investment Group Niassa Investment AB in the Malonda Foundation Tourism area 
· Developed basic concept and strategy for a marketing campaign towards Commercial Farmers on 7 farming areas (one of which is Matama)
· Opening of  Niassa Resource Center in September 2005,  Maputo. 

Challenges in Future

The challenges in 2006-2008  are the following: 

· The governing interim committee , “JEC”  hand over to Fundação Malonda and SM SARL.

· Establish an efficient organisation for Malonda Foundation and Sociedade Malonda SARL and consolidate the current activities  of the Malonda Programme and make sure that all entities and employers share a common goal and clearly define their strategies and measures. They should also be able to improve channels of communication and recognise how the various activities and implementers within the Malonda Programme work together.

· Start up and capacitatation of Sociedade Malonda SARL 

· Establish a Risk Capital Investment Component within Sociedade Malonda SARL. Investment of  4-6  million USD during 2006-2008 in Niassa based businesses. SM will also undertake investments to secure a minimum return of 5%.  The return from investments will go back to Malonda Foundation and  finance the services and other non-profit activities. For this purpose SM SARL will continue negotiations with three investment prospects that are at an advanced stage of negotiation and will go through a due diligence analysis in 2006: one  forestry plantation: Florestas de Niassa, an eco-tourism facility; Manda Wilderness, a hunting lodge neighbour to the Reserva de Niassa  The total value of the investments are calculated at approximately 5.2 million USD

· Achieve a critical mass of investments in forestry plantation that covers a net planted area of at least 250 000 ha. With the two investments in operation, Malonda needs to identify and promote an additional 80 000 - 100 000 ha of net planted area. This will provide the market and make it economically feasible for the corridor managers to get the railway renovated and working and it will justify additional investments in electricity and roads. It will over long term open possibilities for smaller scale growers in the province.  Sub-activities to reach this goal includes:

· Analysis of Due diligence and increase of investment in the forestry plantation Chikweti Forests of Niassa

· Assistance to and a possible risk capital investment in a second forest plantation, Florestas de Niassa, to achieve final approval from the council of ministers, approval of land application and to start up their operation in February 2006

· Assistance to three potential investors in forestry plantations and paper pulp production 
· Continue to pursue a partnership on Matama Farm for a Macadamia Plantation and/or other investment undertakings. Discussions with the Macadamia investors Tenga Limitada which have been ongoing for over 2 years ended with a commitment to develop a Joint Venture on one part of the Matama Farm for Macadamia production. This investment envisages construction and running of a processing facility, scheduled to start operations in 2011. The total value of the investment has been estimated at 800 000 USD.The investment prospect will be finalised  in early 2006.  It is envisaged that Malonda will be able to attract profitable and ethical Farmers with international best practises to at least provide a Letter of Interest to the Government of  Niassa in mid 2006 and initiate planting at the end of 2005 on the Matama Farm.
· NAKOSSO to increase its operation and continue to gain trust of the private sector so that more ombudsman cases come forward and regulatory constraints diminish. NAKOSSO shall increase efforts in pro-actively providing business information, legal advice, technical assistance, and hand-holding to the private sector. Lower risk and expenses of prioritised investors in Forestry, Tourism and Agriculture

· NAKOSSO to be more selective in providing services. NAKOSSO will focus on clients that can bring capital and know how and thus have  impact on the increase of income in Niassa. These clients shall adhere the ethical guidelines adopted by Malonda. Clients that do not reach this standard shall be phased out. 

· Changamire  re-organisation to turn around current situation and establish a profitable community business

· AMODER-Malonda to cover all costs of Contractual Joint Ventures and loans by end 2007
· Savings Services to start in Lichinga, Mandimba and Marrupa in partnership with Correios de Moçambique and GAPI SARL

· Marketing of Niassa. In 2006 the marketing towards will be more targeted and focus more on a “wish list” of reputable regional and international investors in forestry, tourism and agriculture.

· Visit of President Guebuza to Niassa. Malonda to participate in the visit of President Guebuza to Niassa. The visit is expected to take place in April or May 2006.

4. Strategy, 2006-2008

The capital investment that Malonda plans to undertake for Services and Risk Capital from 2006 to 2008 amounts to approximately 9 million USD. It is estimated that Programa Malonda will have  leveraged at least three times this amount from private sector investors by the end of 2008. 

The Strategy and Activities 2006-2008 is summarised in the nine points below:

1. Identify Economic Development Opportunities in Agriculture, Forestry and Tourism. The opportunities shall always be agreed in active debate with the provincial Government and should include opportunities identified by the Provincial Government, the Foundation and  NAKOSSO referrals.  

2. Analyse opportunities: return on Investment and impact on income 

3. Identify and develop a wish list of  Corporate Social Responsible (CSR) Investors by using input from;

a) GoM contacts (Malonda),  

b) Risk capital clients (SV, CJV, SM, FCCN,  Commercial Centres),  

c) Services and marketing (NAKOSSO) 

d) Conducting Targeted Search (web and individual contacts)

4. Establish and maintain a Portfolio of Risk Capital with a return that – over long term – covers cost of Services
5. Continue and expand  ongoing well-performing investments and close down those that do not perform 

6. Monitor Progress based on the increase of income of the economically active poor in Niassa (National Household Survey) and on a number of performance indicators which are followed internally. 

international markets acceptance of Niassa’s products and business environment and 
.

7. Implement changes based on success

8. Perform a gradual separation of commercial and public good activities. Build capacity in  Sociedade Malonda SARL - an organisation that shall stand for ethics, profitability and long-term independence.  

9. Implement strategic Events at the Niassa Resource Center in Maputo and start one Niassa Resource Centre  in Lichinga. The objective is to  expand interest for Niassa within the private sector and to inform various stakeholders about the progress in the province and the work of Malonda. The strategic Events will be scheduled quarterly. 

�2000-2001 Mozambique Household Survey states that average income in USD was below 30 cent per economically active person per day.  The income estimate includes the value of sales of agricultural surplus, salaries, sale or rent of land and other benefits. 2002-2003 years figures from the Mozambique Household Survey states that average income in Niassa per economically active person was approximately 40 cents per day. 6.6% of the population had a formal employment with a regular income in cash or in kind in the province in 2002-2003.
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