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Executive summary
The research described in this report was commissioned by Christian Aid as one of similar case studies in Malawi, Ethiopia and Kenya. The objective is to investigate

1. the politics and national debate on agricultural development,

2. the role of donor conditions on agricultural policies and impact of past and present WCA policies, and

3. policies or recent policy reforms that deviate from the WCA and their impact so far or potential impact in future.

It was agreed to concentrate the study on Zambezia Province, and in particular on the work of Christian Aid’s partners ORAM (Rural Organisation for Mutual Support) and APAC (Association for Promotion of Commercial Agriculture). Together with literature review and interviews at national level and at various levels in the province, this would provide insight in how national and donor policy affect development at community level and give an opportunity to learn lessons how local organisations operate in that environment, making use of governmental/donor efforts and/or providing alternatives if necessary.

In line with developments in international cooperation worldwide, current development cooperation in Mozambique is determined by the Poverty Reduction Strategy Paper (PARPA in Mozambique) and the Millennium Development Goals (MDGs). Most major donors channel development funds through Sector Wide Approaches and budget support. External funding provides about 50% of the state budget in Mozambique.

Aiming to achieving the MDGs, and adherence to the Washington Consensus on Agriculture (WCA), has lead to emphasis on public expenditure on social sectors. While agriculture is regarded as the engine of the economy, only 4% of the national budget is allocated to agriculture development. It is the government’s, and donors’, policy that investments in productive sectors are done by the private sector.

Since the internal war ended in 1992, the economy in Mozambique has grown at an average rate of 8% per year. It was analysed that this growth was mainly achieved by a small number of mega-investment projects and donor funding of social infrastructure, but also by growth in the agriculture sector. However, growth in agriculture was not achieved by increased productivity, but by expansion of cultivated land. This corresponds to the post-war situation, where people were going back to their home areas and re-occupied their original land.

In the words of the World Bank, the economic growth in Mozambique is therefore not sustainable. To achieve sustainable growth in agriculture investments are needed in production factors, like irrigation schemes, storage facilities and agro-processing plants. It turns out that the required large-scale private investment does not occur, because the investment climate in Mozambique is very poor:

· The roads network is very poor.

· There is an underdeveloped telecommunication network.

· Bureaucracy is complicated and not transparent (licensing, procedures, weak institutions).

· Interest on loans very high, credit hardly accessible.

· There is widespread corruption.

· There is unfair competition by state-linked individuals and companies.

The situation in Zambezia Province corresponds to the findings at national level. The Provincial Strategic Development Plan recognises the importance of the agricultural sector, but all public investment is concentrated in health, education, water and roads. It is assumed that private investors will invest in productive sectors, but the investment climate is not conducive.

The case study in Zambezia further zooms in at the situation of smallholder farmers. This is put in a historic perspective, demonstrating that the situation of household farmers never was the focus of development. Zambezia has a long colonial history in which farming systems evolved that only served external interests (i.e. to furnish Europe with regulated quantities of sugar, cotton, rice, tea and vegetable oils). The exploitation of labour, enforced by colonial government, resulted in deep-rooted resentment against government and a “peasant alternative” of production in small gardens of crops for sale in the open market whenever conditions and prices served as sufficient inducement (Veil&White). Independence replaced the colonial estates with state farms, if anything worsening the situation for small farmers.

Current government and donor policy in Mozambique is still building on the same model of large-scale investment, now turning to private investors to take the place formerly taken by colonial companies, traders or post-independence government. Cases from Zambezia Province demonstrate the vulnerable situation of smallholder farmers. Uncertainty about land occupancy and a poor bargaining position are important factors preventing the increase of productivity.

Based on the cases of Christian Aid supported initiatives in Zambezia it is argued that smallholder development in Mozambique must start with building and strengthening farmer organisations. Once farmers are organised they not only can participate, in a structured way, in decision-making by local government, but farmer organisations can be the base for sustainable agricultural development. They will form a stronger party in negotiating prices for inputs and sale of produce and they can attract (public and private) funds for productive investments, needed for increased productivity.

Where farmer organisations are operating, investments can be absorbed efficiently and to the benefit of smallholder farmers. Three types of finance will be necessary to support pro-poor economic development (further described in Section 3.4 of this report):

· Public infrastructure. In the case of Zambezia Province, an estimated investment of Euro 73 million is needed of (government) investment in classrooms, health posts, feeder roads and water points for the period 2008- 2015.

· Productive infrastructure. A total of about Euro 89 million will be needed for irrigation and cooperative enterprise development for different commodities. Funding may come from private investors and donors (grants).
· Operational capital. Although at present operational capital is expensive and hard to access from banks, there are advanced plans for setting up a rural investment bank in Mozambique, which will avail credit to agricultural enterprises.
The presented cooperative model complies with Easterly’s views on planners versus searchers. Government and donors have been planning for private investors to come in and take responsibility for productive investments, but this does not generally take place. The model starts at local level, organising smallholder farmers, moving step by step and constantly learning from practice, and invites investors (private, government and donors) to finance what is locally working.

1.
Introduction

The research described in this report was commissioned by Christian Aid as one of similar case studies in Malawi, Ethiopia and Kenya. The objective is to investigate

1. the politics and national debate on agricultural development,

2. the role of donor conditions on agricultural policies and impact of past and present WCA policies, and

3. policies or recent policy reforms that deviate from the WCA and their impact so far or potential impact in future.  

Five main research questions are asked:

1. What is needed to raise smallholder productivity on a large scale?

2. What are the main factors preventing private sector investment in supply chains and penetration or private sector marketing services into rural markets?
3. How have past and current government policies, commitments, actual interventions, and expenditure supported or undermined pro-poor agricultural growth?
4. How have past and current donor policies, priorities, influence and expenditure supported or undermined pro-poor agricultural growth in Mozambique?
5. What changes are needed in policies, politics, donor behaviour, and financial commitments to achieve a sustained increase in agricultural production in Mozambique?
The terms of reference, which are attached in Annex 1, not only consist of an instruction for the study, it also makes a number of assumptions it expects the study to confirm. It questions the appropriateness of the Washington Consensus on Agriculture (WCA) and suggests that a development-state model is more likely to kick-start pro-poor economic growth. Obviously, this was still to be proven and the study will demonstrate that while it is right to question the WCA, this does not mean that a development state is the right solution for Mozambique.

When discussing the terms of reference with Christian Aid in Maputo it was agreed to concentrate the study on Zambezia, and in particular on the work of its partners ORAM (Rural Organisation for Mutual Support) and APAC (Association for Promotion of Commercial Agriculture). By studying the cases of these national NGOs in Zambezia and interviewing the stakeholders and local resource persons, the main research questions would be answered for the level where it matters most: the poor farmers in rural Mozambique
.

This concentration on Zambezia is reflected in the methodology and in the structure of this report. Chapter 2, on national policy and international cooperation, quickly narrows down from global trends in development cooperation to the level of the community in Mozambique. Chapter 3 describes the case of Zambezia Province, starting with a general description and historical perspective and ending with concrete development interventions. Chapter 4 than summarises the conclusions, referring back to the research questions of the terms of reference.

This study was conducted by Paul Sijssens, of Consultants for Development Programmes in Utrecht, the Netherlands. Total awarded time for the study was 21 days, for literature review, field research and report writing. A total of 14 days (including travel) was spent in Mozambique, of which eight in Zambezia Province. The itinerary is given in Annex 2, the list of people interviewed in Annex 3. Annex 4 gives a list of consulted documentation.

The consultant wishes to thank the Christian Aid office in Maputo and ORAM offices in Zambezia for their logistical support.

2. 
Government policy and development aid
2.1
Trends in international cooperation

Development cooperation started in the 1950s, when most African and Asian colonies became independent states. Development aid became an important aspect of the new relationships that developed between so-called 'developed' and 'underdeveloped' nations. From the start there were high expectations that by transfer of scientific and industrial knowledge and technology, first-world countries would soon bring improvement in the social and economic state of decolonised countries.

From the 1960s it became gradually clear that development of poor countries, especially in Africa, was much more complicated. At this time it was realised that most of the programmes still built on a relationship of the South providing primary goods to the North. Many African countries reacted to this dependency theory, by increased state intervention, including price regulation and nationalisation. States tried to do what the private sector should do because the latter was unable, because it was foreign and/or because it wasn’t there at all.

This was followed by an era in which the international finance institutions, World Bank and International Monetary Fund, demanded structural adjustment programmes in exchange for financial assistance. Structural Adjustment Programs (SAP) are characterised by emphasising free market operation. This includes internal changes (notably privatisation and deregulation) as well as external ones, especially the reduction of trade barriers.

As the new millennium was approaching, it became increasingly apparent that poverty, especially in Africa, was not declining (despite many reforms under SAP). Structural Adjustment Programmes were replaced by Poverty Reduction Strategy Papers (PRSP), encouraging developing countries to concentrate their policies on the overall goal to reduce poverty. In September 2000, all 191 member states of the United Nations, agreed to try to achieve eight Millennium Development Goals (MDGs) by the year 2015. It was the first time that a holistic strategy to meet the development needs of the world was established, with measurable targets and defined indicators. 

For most of the past four decades, the most popular modality of international cooperation has been in the form of development projects. Towards the end of the twentieth century, World Bank research indicated that aid is only effective and sustainable (i) in countries that have good governance and good policies (paving the way for budget support), and (ii) if aid is given in a programmatic context of development sectors. Major donors and receiving countries then embraced the Sector-Wide Approach (SWAp), an approach that brings together governments, donors and other stakeholders within a sector. It is characterized by a set of operating principles rather than a specific package of policies or activities.

It is certain that the MDGs provide a powerful incentive to all nations to address the different components of poverty, but there has also come serious criticism on the optimistic belief that poverty indeed will be eradicated within the next nine years. Many initiatives still work in small-scale interventions, which do not reach the millions of people required by the MDGs. Another result of the MDGs is that by far most development aid is concentrated on social sectors, aiming to achieve the set targets in health, education and water, while the productive sector is largely neglected. This coincides with the Washington Consensus on Agriculture (see Section 2.3 below), which leaves development of agriculture to the private sector. It does explain a lack of investment of public infrastructure (like roads, markets, communication), necessary for agricultural development. 

The sceptical view on the high expectations of achieving the MDGs was strongly expressed by William Easterly in 2006. In his book “The White Man’s Burden” he argues that there are two main tragedies in the world: (i) widespread poverty and (ii) the totally ineffective way of the rich countries to reduce that poverty. He demonstrates that especially the large intervention strategies, like SAP, PRSP and MDGs, planned by the leading institutions in international cooperation (multilateral and bilateral agencies), are unable to address the specific problems determining poverty in so many different countries. He therefore questions the optimistic expectations of the protagonists of the MDGs; history shows that what he calls “Planners” (advocates of the traditional approach) have never been able to deliver the promised poverty eradication, despite a massive USD 2.3 trillion of development aid over the past fifty years.

Easterly acknowledges that he doesn’t have the solution (that would make him a Planner and Planners do not succeed). He indicates, however, that the few positive results in development originate from “Searchers” (agents for change in the alternative approach). Searchers are defined as agents for change who work from a local perspective. Some characteristics of the Searchers:

· They provide a guide to a constructive approach in foreign aid;

· They find out what is in demand;

· They adapt to local conditions;

· They find things that work and get a reward;

· They accept responsibility for their actions.

For Planners, mostly the opposite applies.

Easterly challenges the actors of development cooperation to work on the basis of successful searchers. Non-governmental organisations are most likely to be Searchers than Planners, as long as they are aware not to be steered by the Planners of the first world, but work from their basis of the target population.

2.2 
Development policies and international cooperation in Mozambique

International cooperation in Mozambique very much followed the trends described above, but differed somehow during the years of civil war. During the war, and for a short time thereafter, international cooperation was dominated by large international NGOs, supported by bilateral agencies from their home countries. Organisations like ADRA, World Vision International, Oxfam and Action Aid, played powerful roles by implementation of large emergency and reconstruction projects. After the war these programmes were critically assessed by the government and the main international cooperation changed to SWAps and budget support.

Most donors in Mozambique, including World Bank and DfID, have largely shifted from sector support to general budget support. This is also reflected in the support to PROAGRI II, which apart from sector and project support will be funded by the central budget. DfID provides 64% of its aid to Mozambique (2007) directly to the government budget.

Like in most countries benefiting from World Bank and IMF assistance, the main policy document for (macro)economic development is a Poverty Reduction Strategy Paper (PRSP), in Mozambique known as PARPA (Action Plan for the Reduction of Absolute Poverty). The first PARPA, for the period 2001-2005, described Mozambique’s development related policies and programmes, together with its external financing needs.

PARPA is presented in three pillars:

i. Governance.

ii. Human capital.

iii. Economic development.

In May 2006, the second Action Plan, for the period 2006-2009 (PARPA II), was completed and approved. PARPA II builds on its predecessor, maintaining the same sector priority areas, but puts more emphasis on increasing productivity, in particular by strengthening capacity and improving conditions at district level. The main objective of PARPA II is to reduce the number of people living in absolute poverty from 54% in 2003 to 45% in 2009.

PARPA II is not very specific. In general terms it maintains that the government’s role is to govern (planning, monitoring), improve human capital and create a good business environment. It is the function of the private sector to develop the economy.

Where PARPA II says that it is a role for the state “to increase the availability and access to intermediate goods (seeds and agro-chemicals) and to implement programmes to multiply improved seeds”, it does not specify how this will be implemented. Likewise, It mentions increased regulation of agricultural and rural marketing (limit the situations of underhanded competition and reduce the losses caused by the existence of monopolistic markets) and to create alternative mechanisms for agricultural finance (risk capital, agricultural insurance, guarantee funds, and credit lines for agro-business).
For financing its poverty reduction action plan, the Mozambican government relies for about 50%
 of the state budget on donor funding. The government recognises the role of civil society, with additional external support provided by non-governmental development partners. The government is to coordinate all development activities.

The Country Assistance Strategy of the World Bank supports the Government's poverty reduction strategy, focusing on three areas: (i) improving the investment climate; (ii) expanding service delivery; and (iii) building public-sector capacity and accountability structures. The CAS supports several large high-risk developments. The Group will also prepare a Rural Development project piloting an integrated approach to rural development.
PARPA, as well as the agricultural sector investment programme (PROAGRI), stresses the neo-liberal elements in the rural areas and aspects of the trickle down approach: maximising foreign exchange earnings, encouraging public-private partnerships, economic growth, the creation of rural employment opportunities. There is little or no active role to play for the poor majority (Norfolk et al., 2003). According to PARPA, land is not a limiting factor for poor farmers, but rather their capacity to work the land. PARPA does recognise the importance of land tenure security, but reveals a far greater concern with security for the holders of concession units than its importance for the rural poor (Norfolk and Liversage).

There is a public extension system, which has developed into a multifaceted service. According to the PROAGRI evaluation of 2003, the main problem was that extension only made modest contributions to agrarian development. Most farmers in Mozambique rely on extension services supplied by the government through the provincial and district agricultural offices. It uses the training-and-visit method, which proved not successful. Extension messages are often not clear or practical to the farmers or politically influenced. In some areas there are alternative practices:

· Extension services outsourced to third parties, for example NGOs or concession holders; Financed by major donors (World Bank, EU);

· Concessions to international companies to give extension on tobacco and cotton; this is pure private business, whereby farmers are confronted with a monopoly situation.

Peasants are unable to buy the necessary inputs, either because they are too costly or because they are not available in the local market. Most respondents (during the evaluation) preferred that the state provide inputs for free or at subsidised prices, as well as credit directly to farmers; stating that the private sector is still not able to fulfil its role. In addition, provision of inputs is seen by the Ministry staff as a means to have a visible impact. The Ministry has a long tradition of direct interventions and provision of inputs, and is reluctant to abandon this approach, arguing that the private sector is unable to provide these goods.
PARPA is the apex of a planning process that further consists of five-year and three-year national plans, five-year Sectoral and Provincial Strategic Plans and the Medium Term Fiscal Scenario. These medium term strategic documents are operationalised in the annual state budget and the Economic and Social Plan (PES). Further decentralisation has been realised by the introduction of participatory district planning, after which an annual budget of MZM 7,000,000 (2006) is made available for each district to address priority development needs.

The combination of the development of good strategic policies and high economic growth figures gives a first impression that Mozambique is on a good track to sustainable development and eradication of absolute poverty. Between 1995 and 2003 Mozambique’s GDP grew on average by 8.6% per year. The World Bank’s Mozambique Country Economic Memorandum of 2005 tries to attribute this economic growth to specific sources. Given the state of economic knowledge and the country’s data base, this turned out impossible, but the report is able to provide a rough explanation for a good part of the observed growth: about 4% is directly resulting from development aid, in particular investment in social infrastructure, 1.6% is attributed to three mega-projects (Mozal aluminium smelter, Cahora Bassa hydro-electric and Sasol gas project), and 1.7% to agriculture; the remaining 1.3% could not be attributed to a particular source. 

While the World Bank report asserts that rural poverty reduced by 16% and consumption by the poorest segment increased by 3.5%, it also reports that few small farmers are selling surplus. Fieldwork in Zambezia also did not reveal such positive results for the poorest segment of the population.

What is reflected in the policy documents is that Mozambican government never focused on small farmers. Farmers need to be out of the way, during some time even forced into villages, for state companies (first) and private entrepreneurs (now). Government keeps looking for shortcuts by a large-scale approach. Popular at present are outgrowers schemes. Still farmers will be depending on the concession holder without control over added value.

Research by G20, a group of civil society organisations that monitors the effectiveness of PARPA, reported in October 2004 that more than half the number of Mozambicans interviewed in a recent poverty survey said they had been unable to meet household food needs in the last 12 months, and many did not have access to sufficient water. A majority of households reporting that a member of their family had been ill in the past three months also declared they had had insufficient food. More than half the people interviewed turned to their families to resolve social conflicts rather than the state's legal system because of a lack of trust in the government institutions, many of which were perceived to be corrupt. While more than 75 percent of respondents had land for cultivation and approximately 80 percent had a stand to live on, 40 percent of them did not have security of tenure. They declared that they fear that the state will take away their land or stand. The insecurity levels are greater among the unemployed, the young students and the better educated. (www.irinnews.org)
The issue of corruption is strongly addressed in a USAID report of December 2005), which states that the scale and scope in Mozambique are a cause for alarm. It is a symptom of democratic and governance weakness in the country that has the potential to undermine Mozambique’s future development progress. The USAID report mentions the petty corruption experienced daily by ordinary citizens as well as grand corruption at higher levels of government. The report distinguishes the passing of laws and establishing new institutions on the one hand, and the required implementation and commitment.

The report especially criticises the role of the President of the Supreme Court, Dr. Mangaze, who is responsible for a system that prevents transparency and will keep all questionable behaviour of political interference out of the open.

An article in the Mozambican newspaper Savana, of 19 January 2007, illustrates how high-level politicians benefit from dubious government credit. The article lists a total of 45 Mozambican companies that received government loans, using donations and credit funds (among other from Japan, USAID, African Development Bank and IDA), without any guarantee or interest. The article shows that in most cases there are senior members of the ruling party behind the companies, who use the companies to receive public funds for private interest. In total the companies received 998 million Meticais (about USD 38 million) between 1999 and 2002. By December 2005 only 76 million Meticais (7.6%) had been paid back.

What transpires is that Mozambique has been able to sustain steady economic growth over the past 10 years, that has reduced poverty throughout the country, but that is less felt at the poorest segment of the population. This can be explained by the lack of growth in family-based agriculture. Policies, especially the decentralisation and introduction of participatory planning to district level, seem favourable to improve the situation in the rural areas. However, at the same time the development is highly politicised, leaving very little room outside the government. Community members mentioned that it is virtually impossible to have their priorities included in district plans, which is still determined by government officials. Frelimo has got absolute power throughout the country and the system of patronage is widely used to acquire key positions in the rural economy, especially in agro-processing.

2.3 
Government policy and International cooperation in the agriculture sector

Called after the seat of major financial institutions like the World Bank, the International Monetary Fund and the United Stated treasury, policies on agricultural development and its related aid programmes, are dominated by the Washington Consensus on Agriculture (WCA). The model was introduced in the early 1990s and consists of ten economic policy recommendations (see box). This model insists on agricultural development governed by power of markets, without government interventions. The adoption of this model by most major donors explains why a country like Mozambique in the 1990s shifted from a socialist model of state control over prices, services and investments to a completely liberalised market-led approach.

From 1986 Mozambique started some liberalisation in the context of the PRE (the Economic Restructure Programme, Mozambique’s SAP). After the war ended in 1992 a political struggle for land and natural resources erupted that resulted in the new land act and other related legislation listed below: 

· New land policy (1996).

· Land Act (10/1997).

· Regulations and technical annexes to the land act (1998-1999).

· New natural resources policy.

· Forestry and wildlife act (June 1999).

· Regulations of the forestry act (2001).

· Law on Local Authorities.

· Decree about the function of local leaders (2000).

The Land Act was a victory of small farmers and civil society over large private companies, the State and major donors. However, the farmers so far failed to turn this victory into a farmer-oriented agricultural policy. The ideological heart of the land policy is partnership between local communities and private enterprise. The land act gives small farmers (communities) the right to use their land. Applying this tool, ORAM/ZADP was able to retain about 3,000,000 Ha of good agriculture land (about 30% of the area of Zambezia) for smallholder farmers, which was threatened to be given out to private enterprises.

Another aspect of the partnership of the land act is that it provides to the local community the instrument of “consulta local”. When an outsider wants access to land or natural resources he or she needs to ask the community (whose members are occupying that land) if they agree with the occupation by the outsider. This is called “consulta local” or “community consultation”. The idea is that there will exist a partnership between the community and the outsider entrepreneur or company. In the following table the characteristics of local communities compared with an agro-industrial company:

	Local Community
	Private Sector 

	Guided by customary laws
	Guided by market principles 

	Semi-collective entity
	Individual entity or entity of partners

	Large group of people with individual and collective interests 
	Small group of people with specific economic interests

	Leadership guided by common interests 
	Leadership guided by individual interests

	Leadership with difficulties in reacting (vulnerable to manipulation)
	Leadership with high management and reaction capability

	Partially integrated in local market
	Directly linked to regional and global market


In practice, these characteristics are often incompatible and don’t allow for building a genuine partnership. The instrument does not work in the benefit of the small farmers. It turns out that small farmers cannot oppose the main agriculture policy in Mozambique, which favours the private entrepreneur, assisted by manipulations of state institutions. In fact, almost all community consultations are fake. Sometimes the timber logger offers some roof sheets for a school worth about USD 500 to get a licence to cut 500 m3 of precious timber worth USD 20,000.
The right to use land as laid down in the land act is not applied to forestland. All trees are owned by the state and the state decides over them. How this has led to a situation of scramble for natural resources, where private sector stands opposite the community, is described in the box “forestry in Zambezia” in Section 3.1.1. It shows the ambiguous role of the government and the powerlessness of the consulta local to resist plundering of the community’s natural resources.

While no doubt the centrally planned economy had its shortcomings and was not able to bring the rural population out of poverty, the abrupt turn-around to a totally market‑determined economy did not bring the required result either. As argued in Section 2.2 above, judging by macro-economic figures Mozambique has performed well over the past years, but this is not felt by the rural poor farming population.

Literature review and the field research for this study provide insight in why the current, WCA regulated, strategy does not benefit the rural poor in Mozambique:

1. Government and private sector alike regard agriculture in Mozambique in terms of productive systems. As is shown in the historical perspective below (Section 3.1) farmers have never been consulted and are at best seen as the labour to produce indicated crops;

2. Also determined by history, many now privatised systems are modern variations of colonial estates or state farms, giving a monopolistic marketing power to the owner over the farmers who depend on his market;

3. During the first wave of privatisation (in the 1990s) there was a good number of opportunist “investors” that were given infrastructure, who expected short-term revenues with minimal investment;

4. Conditions for private investment in Mozambique are generally not conducive, especially in rural areas. The road network, electricity supply and communication are poor developed;

5. Financial services for agriculture are nearly non-existing. Credit is very expensive, if at all accessible for agricultural activities;

6. Where public investment, e.g. in roads, is made, this is often not coordinated with related investment necessary in productive infrastructure.

Research from the, DfID-funded, LADDER research project in Tanzania indicates a similar course. While there are good macro-economic results, the impact on rural livelihoods is poor. A paper by Kunal Sen argues that the apparent stagnancy in the rural economy can be linked to slippages in macroeconomic policy and the lack of an enabling environment for rural households to pursue dynamic strategies of income diversification. Some of the key issues are “government failures” in the provision of rural infrastructure, agricultural extension services, the setting up of an institutional structure for private sector involvement in agricultural marketing, and a pronounced market failure in agricultural credit.

Of the 1.7%
 annual growth in agriculture in Mozambique (World Bank’s Mozambique Country Economic Memorandum of 2005, see Section 2.2 above) it is said it is mainly contributed to an expansion of land under cultivation, a result of the reoccupation of land after the war. This “catching up” results in quick growth in the first years after the war, but has not yet reached the old level. It still has to be seen if Mozambique can sustain these growth figures the second decade after the war.

So agricultural growth has been the result of extension of area, rather than increase in productivity (yields/area). Agricultural growth, and rural poverty reduction, cannot be attributed to government policy, which concentrated on social infrastructure. Exports have hardly increased, and poor links between producers and markets is a main reason (see also Zambezia case below).

To sustain growth in agriculture, intensification is required. Government policy, supported by World Bank and major donors, stress the need for agricultural research, drought resistance crops, outgrowers arrangements, support to medium and large-scale farming and rural infrastructure. As can be seen in the case study on Zambezia, the focus on larger investors in agriculture contains a serious risk for small farmers; it threatens their access to (good) land and to make them dependent of a monopolistic marketing environment.

The limitations for marketing of rural products are not further addressed in policies than that it is open to private traders. In practice the link between producers and markets is often absent. Apparently the conditions for traders are not conducive.

3. 
The case of Zambezia

3.1 
Introduction
In this chapter, the report focuses on Zambezia Province. Based on findings from reports and interviews it describes how the current model of agricultural development, based on the Washington Consensus on Agriculture, fails to increase farmer productivity and to contribute to poverty reduction. It then presents cases of farmer-led development, which provide an alternative model, which combines agriculture development with emancipation of the small farmer. First, however, a description of the province is given, with an extensive part on its history. It is argued that the history of Zambezia Province is a major factor determining (and limiting) visions for agricultural development of the province.

3.1.1 
Characteristics of Zambezia Province 

Zambezia is a province in the central region of Mozambique, with about 400 Km of shoreline of the Indian Ocean in the east and having the Zambezi River as its southern border. Total area of the province is 103,919 Km2. The province can be divided in three agro-ecological zones: Alta Zambezia, with an altitude over 500 meters (and its highest leak at 2,419 m), suitable for tea, coffee and maize, Media Zambezia, between 200 and 500 meters of altitude, with maize, beans, cotton, cashew and tobacco as its main crops, and Baixa Zambezia, the coastal plains, favourable for rice, coconut and sugar cane. Apart from agricultural potential, the province has got 9.5 million hectares of forest, harbouring large quantities of valuable species
.

Nine rivers with its tributaries flow through Zambezia Province, providing rich potential for transport, hydro-electric energy and irrigation.

The population of Zambezia Province is estimated at 3.2 million people (1997 population census). It is the most populated province of Mozambique. The majority of the population lives in rural areas (86.5%), 45.4% of the population is under 15 years old. Life expectancy was 35 years in 1997 (census). It is reported that life expectancy has been dropping, due to the very high incidence of HIV/AIDS in the region, where 55% of the population is reported to be affected
. According to the Provincial Strategic Development Plan, life expectancy would have dropped to about 30 years (30.5 for men, 31.4 for women) in 2005.

Farming is by far the most important economic activity in Zambezia. Agriculture alone is responsible for about 65% of the provincial GDP, followed by commerce (8.4%), fishing (4.7%) and forestry (4.3%; all figures 2000). It is estimated that 89.9% of the active population is working in the agriculture sector. Note that an estimated 38.8% of children under 15 years old participate in the work process in the rural areas (Zambezia Province Strategic Development Plan).

An important factor of the agricultural sector is the plantation type of production, dating back to colonial time. Large-scale plantations of coconut tree, sisal, sugar, cotton, tea and rice, and monopolistic systems of marketing of smallholder produce, have determined and underdeveloped the existing farming systems by a constant drain of (male) labour out of the smallholder farming systems towards the plantation economy. The farmers of Zambezia lived for decades “under the shadow of the companies”. Besides the gender effects this constant labour extraction imprinted a mental outlook on the rural population favouring the guidance of a strong “patron”.

3.1.2 
Historical perspective of Zambezia
The dominant administrative system introduced in the central region of Mozambique in the early days of colonisation, and which persisted in Zambezia in various forms until 1930, is the so-called prazo system. Prazo literally means “a period of time”, and it originally corresponded to a contract, given to Portuguese settlers, giving exclusive property rights over tracts of land. In effect prazos were areas where the colonists had absolute power over all resident people, which usually meant a system of patronage and slavery.

Slavery was officially abolished in April 1875. In response the colonial government came with a new and challenging policy to stimulate agriculture and trade. It was based on a strong military presence, friendly relationship between Portuguese and local rulers, and opening up new lands for a variety of agricultural produce. To attract private investment, concessions were granted for large areas of land and monopoly rights.

These conditions, combined with an increasing demand in Europe for vegetable oils, attracted some large French, Dutch and British companies, who introduced a marketing system of providing credit and using intermediary traders (mainly Indians) purchasing copra and oilseeds from producers. Local farmers were happy to grow copra, sesame and groundnut, which they could now easily sell in a competitive market. The traders set up local shops, introducing, among other things, better agricultural tools. 

After about 15 years of agricultural expansion, some additional problems transpired: increasing Portuguese resentment to foreign domination of the market and changing political situation in Portugal. It was decided to grant large concessions to chartered companies. The companies quickly established fierce systems to extract maximum benefit from its labourers. People reacted by refusing to work for, or to sell to, the companies and moved to other prazos.

The reaction by the colonial government was policy changes that ended the two decades of relative freedom for the African peasants. The prazo system was strengthened to secure effective occupation and attract investments. Renters of prazos were allowed to demand tax in the form of labour (for all from the age of fourteen), and the system of itinerant trade was abolished. The competition among Indian traders was replaced by fixed markets, where all trade should be conducted, at fixed prices set by the government. The effect of the introduction of the itinerant traders and its abolition is dramatically shown in Figure 3.1, which shows the export from Quelimane between 1873 and 1900.

Figure 3.1 Quelimane’s gross value of export, 1873-1900, (in million Reis)
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With the coming to power of Salazar the relations between Portugal and its colonies changed. The role of the colonies was to produce the raw materials for Portugal in exchange for manufactured goods. A new labour code was introduced, which forbade all forced labour, with the exception of public works. With rampant shortage of cheap labour, the exception was applied more as a rule, forcing Africans to work on any slight pretext. (This was only stopped by an ILO intervention in 1961).

During this period the systems for the different crops took their distinct shape, which is underlying the opportunities and limitations for their present development:

i. In Baixa Zambezia:


Rice, mainly grown by forced labour


Coconut, in large plantations along the coast


Sugar, in plantations along the Zambezi river

ii. In Media Zambezia:


Sisal, in plantations


Cotton, on concessions, using forced labour

iii: In Alto Zambezia:


Tea, in plantations

Maize, cassava, beans and other food crops were produced by peasants. It is noteworthy that a good local market developed for food crops, as the companies needed food crops to feed their hired labourers as required by the labour code.

The widespread practice of forced labour, the administration arresting people to work on the plantation, inevitably led to reaction from the African population. The colonial administration was much more seen as the evil than the companies, which were regarded more as patrons that would protect them.

After independence in 1975, Frelimo started applying the Marxism-Leninism ideology of the party. Main elements were collectives (state farms and top-down production cooperatives) and communal villages. The state took over most of the earlier plantations and concessions and turned them into large-scale state farms. With a minimum of management experience, technical know-how and financial investment, these state farms quickly degenerated. Not only were poor farmers still deprived from the better agricultural lands, their opportunities for employment and marketing of surplus even decreased. From the early 1980s the internal armed conflict in Mozambique, agricultural production practically came to a halt, with large-scale destruction and abandonment of infrastructure and land.

During the war Zambezia was the theatre for large-scale emergency operations and after the war, in the 1990s, many NGOs started post-war rehabilitation interventions. At the end of the 1990s, DfID financed World Vision International to execute the Zambezia Agriculture Development Project (ZADP). ZADP was planned to be a pro-poor intervention. The strategy was to work on extension, land rights and rural credit. The project, with an overall budget of more than 10 million pounds, failed to realise hardly any impact for the poor. The reasons for that are several but the main reason was that the project did not succeed to work from a solid participatory base from within the communities (or, in the words of the evaluation of DfID’s country programmes, August 2006: “it rated a 3, because of delayed funding, complexity of interventions and difficulty of identifying achievements”).

3.2 
Agriculture policy and its effects in Zambezia

The first Provincial Strategic Development Plan (2001-2005) is a classic example of the Washington Consensus on Agriculture. It stresses throughout the importance of agriculture as “the inducer of activities that will promote social economic development and the well being of the population”. It is reflected in the main areas of intervention, the first one of which is “re-launching of productive activity, fundamentally agricultural and industrial”. A number of objectives and actions are defined for each of the areas of intervention, however when it comes to the final chapter of the plan, priority projects of public character, there is not a single activity proposed in the productive sector (agriculture, forestry, business development, communication).

All priority projects are in education, health, water supply, roads and bridges, and public administration. Planned investment in roads and bridges is 385 million US Dollars. See also Table 3.1.

Table 3.1 Planned investment in Zambezia Province (in million USD)

	Sector
	Planned 2001
	Spent 

2005

	Education
	103.7
	15.3

	Health
	    8.1
	36.9

	Water Supply
	    1.1
	45.7

	Roads & bridges
	384.7
	305.2

	Public Administration
	  10.0
	11.4

	Total
	507.6
	414.4


Sources: Government of Zambezia Province: Strategic Development Plan 2001-2005 and evaluation report

The Provincial Strategic Plan was evaluated in 2006
. The evaluation report states an impressive result. Over the period 1997-2003 the poverty incidence index for the province dropped by 35%, from 68.1 to 44.6, much better than the national figures over the same period.

The report quotes important progress in agriculture production and marketing. It reports recruitment of extension staff, purchase of vehicles and provision of inputs. Although the evaluation mentions increased production of food and cash crops, through increase of productive areas and application of new technology, this is not confirmed by production data in the same report, as is shown in Tables 3.2 and 3.3. Production of different crops fluctuated between 2000 and 2005, partly because of the floods of 2000 and 2001. On average, production of cash crops more than doubled in the last six agricultural campaigns, especially by large increase in cashew nuts and tobacco, but production of food crops on average decreased by 10%.

Table 3.2 Production of food crops in Zambezia, 1999-2005 (in thousand Tons)

	Crop
	Harvest 1999/2000
	Harvest 2000/2001
	Harvest 2001/2002
	Harvest 2002/2003
	Harvest 2003/2004
	Harvest 2004/2005

	Maize
	    434
	    223
	    278
	    278
	  270
	    223

	Sorghum
	      27
	      27
	      30
	      29
	    33
	      33

	Rice
	    101
	      86
	      76
	    110
	    73
	      94

	Beans
	      46
	      29
	      23
	      30
	    27
	      51

	Groundnuts
	      50
	      21
	      26
	      30
	    26
	      27

	Cassava
	  1,192
	  1,078
	  1,248
	  1,290
	1,226
	  1,247


Source: Government of Zambezia Province: Evaluation Report of the Strategic Development Plan 2001-2005

Table 3.3 Production of cash crops in Zambezia, 1999-2005 (in Tons)

	Crop
	Harvest 1999/2000
	Harvest 2000/2001
	Harvest 2001/2002
	Harvest 2002/2003
	Harvest 2003/2004
	Harvest 2004/2005

	Cashew nuts
	  5,837
	  6,236
	10,500
	  9,000
	8,192
	18,776

	Cotton
	  2,007
	  7,829
	  5,616
	  5,393
	4,066
	  5,143

	Copra
	  3,662
	  2,235
	  8,306
	  2,500
	?
	?

	Tea
	10,465
	10,294
	11,535
	12,293
	8,794
	  4,734

	Tobacco
	      595
	      561
	      735
	  2,128
	4,416 
	  2,312

	Sunflower
	      303
	      545
	      292
	      523
	?
	?


Source: Government of Zambezia Province: Evaluation Report of the Strategic Development Plan 2001-2005

The evaluation report does not indicate where the investments in the agricultural sector came from. It seems that it combines recurrent expenditure
, private investment and externally funded development projects. Probably the reported recruitment of extension staff and provision of input were by the Ministry of Agriculture under PROAGRI. It was not planned, nor funded, by the provincial authorities. It was probably implemented by provincial agricultural staff with central government funds. Because the evaluation by the Provincial Government of its own plan includes activities of NGOs, it also included World Vision’s OVATA extension programme, which has been financed for five years by USAID with USD 15 million.
Staff of ORAM could confirm that their projects in Zambezia are quoted as achievements of the Strategic Plan, albeit in an incorrect way with exaggerated results. For example the irrigation scheme in Munda-Munda is reported to have been reconstructed to a productive area of 400Ha. In reality ORAM has made an investment plan for the scheme, assisted farmers in organising themselves and started some repairs of the intake structures of the scheme but the whole distribution system has still to be designed and totally constructed newly. It still requires a major investment before it is operational.

Like the Strategic Plan, the evaluation only reports public investments in social sectors and roads & bridges. Public investment reached 82% of the planned amount (see Table 2.1). However, it also reports that the province “received” private investments totalling USD 119.4 million, of which USD 26.6 million in the agricultural sector. These investments are not further specified. According to the evaluation report USD 621 million was invested in Zambezia Province from 2001 to 2005.

In February 2007 the Province was still working on the strategic plan for the period 2006‑2010, which was said to be ready by April/May 2007. As long as the plan was not ready and approved the Provincial Director of Planning and Finance did not want to discuss the investment strategy of the provincial government.

In fact the provincial development plan and its implementation correspond to what was concluded on the national level. The importance of agriculture is appreciated, but the government limits investments to social infrastructure and roads. It is expected that private enterprises will bridge the gap between producers and consumers.

The preferred model is much like the system that was in place during the later years of colonialism, with major foreign investors who are given concessions to play the role of patron in a defined area. However, in reality they hardly appear. This has to do with the difficult investment climate in Mozambique (poor infrastructure like roads and communication, hardly opportunities of rural credit and a poor record of bureaucracy and corruption).

In all models the resident farmers are not considered. They are either seen as a problem, because they claim the land, or as labour. In the government’s view they are not seen as drivers of change. However there are some pockets of development, where farmers show they can be the vehicle for development as is shown in the next section.

3.3 
Towards farmer-led development

There are two important conclusions that can be drawn from the history of Zambezia described above: (i) the different agricultural systems were always geared towards cash crops, mainly for export, to maximise benefit for the colonial power or to generate foreign currency, and (ii) small-scale farmers have had little or no power about their own development.

These two facts explain the way most actors in agriculture think about its development until today. Policy makers shape their plans using the existing moulds, now hoping to attract private investors to run the plantations, out-growers schemes or marketing operations, like settlers and state institutions did in the past. Likewise, the rural population itself is limited to the same vision, hoping that some patron will appear who will pay a reasonable price for any surplus crop one produces.

It was argued before that while macro-economic development as evident in the past decade, reduction of poverty of the rural poor is limited. The system will keep the farmers in a dependent situation, confronted with no choice for marketing their produce, therefore low prices and a low incentive for increase of productivity. The consultant believes that only by emancipation of farmers in Zambezia, a system can be developed that is truly farmer-led, which gives farmers voice and more control over their own development, and provides a solid basis for investment in family-based agricultural development that can bring poor farmers out of poverty in a foreseeable future.

The chosen approach of ORAM and APAC is that of the “iron triangle”. Within this strategy, farmers are assisted to form three types of organisations:

1. A membership organisation to defend their rights and protect their interests;

2. A network of commercial cooperative enterprises, which guarantees the access to markets and strengthens bargaining power;

3. A cooperative rural bank to guarantee access to savings and credit.

That this is long-term process, requiring intensive support in capacity building and organisational strengthening of farmers, is illustrated by the following description of experiences of ORAM and APAC, two partners of Christian Aid. The presented cases show the dynamics of building farmers cooperatives in Zambezia, its potential, challenges and risks. Most of all it shows that it is a process that requires intensive technical support focused on building self-respect and confidence among the farmers community.

3.3.1
Rice farming in Nante

Nante, an Administrative Post in Maganja da Costa District, is a typical case illustrating the historic perspective of the province given above. Nante was, because of its favourable agro-ecological conditions, during colonial days designated to be a rice exporting area. Until 1961 rice was produced under a forced labour system managed by a Portuguese company. After the ILO intervention in 1961 the company expelled the farmers, who were producing the rice in a family, rain-fed, system, and constructed an irrigation system for commercial farming. At independence the company abandoned the installations, after which the new Frelimo Government turned it into a state farm. The land was not returned to the farmers. During the armed conflict of the 1980s, the irrigation scheme was repeatedly attacked, the infrastructure was destroyed and the population displaced.

As soon as the war ended, farmers started to return to their areas of origin and started to re-occupy their land, including land that was taken from them in colonial time. ORAM started a campaign in the area to inform farmers about their (land) rights (see section on land rights in 2.3). Access to and ownership of the better lands was again under threat, as the provincial government seemed prepared to grant a 50-year concession of 5,600 hectares of the most potential land to an interested Portuguese company. The population rejected this arrangement and was able, with assistance from ORAM, to persuade local government and in 1999 the first delimitation of community land in Nante was formalised.

From the struggle of farmers to maintain their own traditional land the need for farmer associations became obvious. To be able to develop the irrigation scheme, to have control over production, processing and marketing, the community, with the help of ORAM, set up a series of water users associations and a cooperative enterprise called Mudhe Mone (Come and See). Firstly, a Development Committee of the Lower Licungo Valley was formed, the membership organisation of the iron triangle. This organisation generated the commercial cooperative company, which are marketing and processing rice.

In 2002 an investment plan for Nante was developed. It constitutes of four components:

1. Reconstruction of the irrigation infrastructure.

2. Rehabilitation of access and feeder roads and bridges.

3. Organisation of marketing and processing of rice.

4. Rehabilitation of social infrastructure.

By February 2007 most progress was made in organising farmers and establishing the cooperative company. With external funding the company was able to buy a small rice processing plant and start marketing farmers produce. Some of the irrigation infrastructures were repaired as well as roads and bridges. APAC is further elaborating the investment plan, making designs for the next phase of rehabilitation of the irrigation scheme.

Nante is an example where the state tried to impose the WCA conditions on the farmer communities. Throughout the recent history (1990 – 2006) the state tried to privatise the land and infrastructures. During the last years the state appears as GPZ (Planning Cabinet for Zambezi). GPZ, with capital of the parastatals EDM and TDM (national electricity and telephone companies) created SOGIR (company for integrated management of natural resources); from SOGIR eight daughter companies were created in different sectors: cotton, mining, communication etc. In the rice sector the CAIMOC company was formed. Shareholders are the former EDM director, a Portuguese citizen and SOGIR. The whole chain; EDM/TDM, GPZ, SOGIR, CAIMOC is under political control. CAIMOC heavily competes with the Mudhe Mone SCRL and it seems that the CAIMOC company has access to easy funds if one compares the new equipment it purchased.

Table 3.4 Timeline of farmer organisation in Nante

	Period
	Activity

	1994
	Feasibility study for the reconstruction of rice production systems by the State Secretary for Hydraulic Agriculture with support from ICCO

	1995
	Advocacy on Land Act

	1996
	Floods emergency programme

	1996-1997
	Mediation of a conflict between a the Portuguese company AGRO-CULTIVO and the communities where the company claimed 5,600 ha in the wetland rice system which represents the “productive heart” of the communities

	1997
	Investment in repairs after the floods with support from ICCO

	1998
	Development of a programme with GTZ and lobby against privatisation of land and infrastructure of the former state farm

	1999-2001
	Facilitation of land delimitation

	2001-2002
	Rehabilitation programme with support from Cordaid, Kerken in Actie and Christian Aid. Formation of management committee of Baixo Licungo

	2002-2003
	Elaboration a regional investment plan and continuation of infrastructure repairs

	2003-2004
	Formation of a cooperative marketing company; pilot project on credit for ploughing and marketing; study on rice processing and lobby to acquire the ruins of the old rice factory

	2005
	Take-off of the cooperative enterprise

	2006
	GPZ - the state development agency for the Zambezi valley - tries to take over the whole Nante area including the factory, irrigation systems and the land. The district administration did not authorise handing over to GPZ.


3.3.2 Maize farming in Nauela

Nauela is an Administrative Post in Alto Molocue District, in the higher altitude zone of Zambezia Province. The area is particularly suitable for maize production, beans peanuts etc.

The Nauela area is rich in soils and has a constant, good rainfall. During the forties and fifties of the last century Nauela received various Portuguese settlers to give body to the colonial strategy of “effective occupation”. The settlers cleared and parcelled the land and produced maize. For marketing, the government erected the Gremio which was a kind of government-driven cooperative enterprise. Later in the sixties the colonial government intervened through the Instituto de Cereais de Moçambique (ICM) to promote agriculture under the African smallholders. Land along the feeder roads was parcelled out and the smallholders were integrated in a marketing system. At the road crossing in Mugema huge warehouses were constructed to store at least 10,000 tons of maize. 

After independence the state took over the ICM operations through the national marketing board AGRICOM. Fixed prises were applied during the period 1976 to 1980. When the internal war entered the Nauela area one of the warehouses full of maize was burnt down (the fire of the maize stock lasted for weeks). After the war the government abolished AGRICOM and reinstalled ICM. Without means and mandate ICM remained an empty organisation and was semi-privatised. In Mugema the Dutch-Greek company V&M came in with a lease of one of the warehouses that was repaired and marketing started. 

V&M started buying maize in Mugema in 1999, using its own buyers i.e., salaried people who purchased the maize at the various marketing posts. This system turned out to be not feasible, which is why the company started buying the produce, at the factory gate, from informal traders of the area. Prices were slightly higher for bigger volumes (2,300 instead of 2,000 MZM/Kg) in June 2004. However, the company abandoned this policy as well, and after moving its activities from Zambezia and Nampula to the province of Manica. Later the lease contract was passed from V&M to the Tanzania-based company Export Marketing.     

In a community about one kilometre from the complex of Mugema, one of the community leaders of the area, Mr. Lopes Napiracué held strong views about marketing in Mugema. He stated, “… the population is not liberated...” he said, referring to the prices being dictated by the big buyers, due to the lack of a market or to the monopolisation of the market in the area. He referred to colonial times when there was stability and the producers could count on the market. He also said of the informal traders, commonly referred to as “the informals”, that “ … they are our children, but they no longer respect the most senior people …”.  
The process of farmers organisation which has started in this area is illustrative of the approach propagated by APAC. With technical support from Rabobank a cooperative model for Omalia Ohaua is being set-up. The first step in the process is public (farmers) meeting, which in Nauela took place in June 2006. During the meeting the possibilities of farmers organisations were introduced and discussed among the local population. In subsequent meetings the idea took shape of forming a cooperative association for marketing of maize. In February 2007 the cooperative company Omalia Ohaua (Ending Poverty) was formally registered.

The main objective of the company is to buy maize, process it and sell flour. Therefore the first tier company will join another first tier company from Gurue to form a second tier company to do the processing. To secure the investment a consortium with European companies (which are eager to sell their equipment) was formed to design an investment plan and to seek for the resources. Partners of APAC are ready to invest. Another task of the first tier company will be the delivery of credit to expand the agriculture practise. 

3.3.3 
Cashew growing in Mucubela

While the two former cases that were also visited by the consultant show some of the potential for farmer-led development, the case of Mucubela illustrates its limitations in present day Mozambique.

Mucubela was an agro-industrial centre of the colonial company Monteiro&Giro, which had a cotton ginnery and saw mill on site. The history is similar to earlier examples: after independence it was taken over by the state but in the eighties totally destroyed by the war and than left by years abandoned till 2006. Mucubela is an Administrative Post in Manganja da Costa District, where ORAM worked in the 1990s with the US based NGO ADRA to plant new hybrid cashew trees. To secure the market outlet for the cashew farmers, APAC started in 2005 hearings among the farmers and it was decided to establish a cooperative company to buy, process and sell the kernels to the European market. The farmers leaders made an complete inventory of the cashew trees per family in the district and APAC negotiated an investment plan with the government at District, Provincial and National level. The investment plan counts with four satellite centres and a processing and packing centre, which was planned in Mucubela.

In the mean time a founding meeting with 130 leaders was organised in June 2005 and the company Muleliwe Bani SCRL was legalised. In October 2006 the Constitutive Assembly was held where the board and fiscal committee were elected. But suddenly in July 2006 the leaders reported the appearance of MOPAC, a company heavily backed technologically by the US consultant TechnoServe and politically by the Frelimo elite, occupying the Mucubela centre to start cashew operations The local government ordered a consultation of the community and the Mucubela community opposed the MOPAC company arguing that they had their own plans. In response the management of the company went to the remote land tracks of Magiro and asked the population there for an authorisation, offering labour opportunities in exchange. With the now-acquired “popular support” the company was able to occupy the Mucubela plot. 

What can be learned from the Mucubela case is that in the reality of Mozambique today the cooperative enterprise movement is being confronted directly by a climate where public development is subject to private interests of public servants. Private companies, mostly backed and owned by politically high-connected people that have access to easy investment money. The Mopac holding, for example, received credit directly from the Ministry of Finance, which were grants from Mozambique’s main donors. Despite all advantages and preference treatment Mopac did not pay back the loans (ref. Section 2.2). The second lesson is that in case there are high-level political and economic interests the Consultative Counsel at the Administrative Post (CCPA) and District (CCD) level are totally overruled. The third lesson is that public goods (in this case the Mucubela infrastructure) are passed without a public tender into private hands.

3.4 
Future scenario for Zambezia

What came out strongly from discussions with farmers in Nante and Nauela is that security of a market to sell surplus is their motivation for production. Most of them remembered a period during colonial time when a local shopkeeper provided that security, not only as a buyer of surplus, but also as supplier of small credits. The local buyers in turn were able to sell their produce to government institutes, like ICM, that also provided services like ploughing by tractor on credit. This type of mechanisms and entities, which are referred to by farmers as points of reference for stable rural markets and support structures for agricultural production, has disappeared and is unlikely to return: it is not within the government policy and the investment climate is not attractive for this type of small businesses.

Another issue is land and the threat of losing it to a company or a private entrepreneur. Although most farmers are careful not to criticise government or party directly, they obviously do not trust them. When discussing decentralised planning and community participation they indicated that they did not really feel involved and clearly preferred to keep things in their own hands.

In both areas farmers expressed their appreciation of the work of ORAM and APAC, who showed them alternative ways to organise themselves. They believe that by organising themselves they can better influence government planning and allocation of resources. If they manage to set up commercial, cooperative enterprises they expect to set up a secure marketing system and become eligible to credit.

Farmers also said, in some indirect way, that the way decentralisation is currently shaped is not allowing real participation or giving voice. Ideas that go against the ideas of the established powers (administrators, governor, other politicians) are regarded subversive.
It is believed that initiatives as supported by ORAM and APAC in Zambezia provide viable opportunities for farmer-led, pro-poor development. It provides an alternative for mainstream thinking of policy makers and major donors, which focuses on private investors or companies, where farmers are only seen as a problem or as providers of labour.

The alternative model is based on farmers organisation, business or investment plans and cooperative enterprise. Four distinct elements are distinguished, each of which requires its technical support as well as financial resources:

1. Farmers organisation.

2. Public infrastructure.

3. Productive infrastructure.

4. Operational capital.

In the next sections these elements are further described and an estimate is made of the amount of funding required. Public investment is based on the provincial plan and evaluation. Productive investment is based on estimates per crop, that is important for smallholders, and assuming a cooperative model approach.

3.4.1 
Farmers organisation

For all further steps to be effective, the process must start with building and/or strengthening of farmer organisations. This goes far beyond a regular capacity building programme. It must build organisations that are owned by the farmers, and that have the confidence, power and knowledge to defend farmers rights and interests. Examples from Zambezia show that the vulnerable position of farmers vis-à-vis vital components like land and other natural resources requires a determined and powerful organisation.

It will not suffice to support small, isolated pockets of farmer organisations and companies if it is to make a sizeable impact on rural development. Linking primary organisations to each other, a network of cooperatives is required to be able to respond to regional markets and industrial economics.

The transformation of a dependent and submissive community into an energetic and competitive network of cooperative enterprises is a long process, which will require technical support for a good number of years. The current institutional basis is considered very weak. There is a noted lack of confidence among the farmers and a lack of trust among themselves and in their own elected leadership.

A strong farmer organisation also means a stronger civil society, which is an important element of further democratisation in Mozambique. Mozambique has recently introduced decentralised development planning and budgeting, where organised civil society can play its part. Strong, committed organisations must be able to represent the interest of its members and to influence local development planning. This will contribute to a more mature democracy, where decisions are made in a participatory and transparent manner. 

Finally, but not less important, farmers need to be organised if they are to benefit from rural credit. As is shown in Section 3.4.4 below, there will be a need for rural credit, but this will not be available on an individual basis.

The institutional strengthening of farmers organisation, or the investment in human capital, is typically a task that can be performed by (national or international) NGOs. The amount of required funding is within the normal range of cooperation agreements with international NGOs. An observation is that thus far the support by NGOs to agricultural producers is fragmented and often not focused on a long-term development goal. In many cases isolated, micro-level activities are supported, which does not affect the local power relations. To be effective, the support by NGOs must be concentrated and coordinated, geared towards organisational strengthening and regional networking.

3.4.2 Public infrastructure


The need for public infrastructure is evident, for social as well as economic development. All investment in public infrastructure is regarded the responsibility of the government. This concerns investments in education, health and (drinking) water, as well as roads and communication. Based on the Zambezia provincial strategic plan and evaluation, an estimated investment of Euro 73 million is required for the next seven year (ref. Table 3.5).

Table 3.5 Estimated investment needs for social infrastructure in Zambezia Province, 2008-2015

	Type of infrastructure
	Quantity
	Value (Euro)

	Primary school classrooms
	  2,000
	    50,000,000

	Health posts
	     500
	    10,000,000

	Feeder roads
	  3,000
	      7,500,000

	Water points
	  5,172
	      5,171,667

	Total
	
	    72,671,667


The mechanisms of planning and implementation of government investment are described in general terms in earlier sections of this report. For public investment, especially those related to productive activities, to be most effective for economic development, linkage with private initiatives and investments is important. At the level of the district and the administrative post the consultative councils are important instruments. If farmer groups or companies can influence decisions on public investments to align them with their own investments in productive infrastructure, important progress in effectiveness of public expenditure will be made.

This element once more stresses the importance of farmers to be organised, to be able to participate fully and effectively in participatory planning and decision-making.

3.4.3 Productive infrastructure

Productive infrastructure is the term used for investments needed for agricultural production, processing or marketing that are owned by farmers, farmers organisations or companies. In the case of Zambezia one can think of irrigation schemes, processing equipment (maize or rice mill) and means of transport. An indication of the level of investment required is given in Table 3.6, which gives an estimate of investment needs in irrigation in Zambezia Province for the period 2008-2015.

Table 3.6 Estimated investment needs for irrigation infrastructure in Zambezia Province, 2008-2015

	Type of infrastructure
	Quantity (Ha)
	Value (Euro)

	Lowland irrigation
	  12,700
	    61,628,050

	High upland irrigation
	       750
	      6,598,680

	Total
	
	    68,226,730


Table 3.7 gives an indication of funding requirement for cooperative enterprise development in Zambezi Province. This includes investments in warehousing, transport and processing equipment as well as organisational strengthening.

Table 3.7 Estimated investment needs for cooperative enterprise development in Zambezia Province, 2008-2015

	Type of commodity
	Value (Euro)

	Timber
	    2,420,000

	Maize
	    5,522,000

	Groundnuts
	    1,023,000

	Cashew
	    1,500,000

	Pigeon beans
	       935,000

	Rice
	    5,126,000

	Coconut
	    2,816,000

	Soja
	     1,243,000

	Total
	   20,585,000


In the proposed model for Zambezia these types of investment will require donor funding, mostly in the form of grants. Again, well-established, registered and transparent farmers organisations are the basis of the system. Investment plans will indicate the need for investment and its sustainability.

3.4.4 Operational capital

The fourth and final element of the model is operational capital. Here is meant the capital necessary for pre-financing operational costs, like running costs of machinery, purchase of inputs and produce, storage and transport.

The natural source for operational capital is a (development) bank, which would be the provider of agricultural credit. At present such a bank is not active in Mozambique. Credit is not only loaned against a prohibitively high interest rate of about 25%, it is also not available for agriculture, which is considered too risky by the commercial banks.

However, this is about to change. There are advanced plans for a new, rural bank, called Terra Bank that will be based on the existing GAPI, with participation of Rabobank of the Netherlands, and other financing institutions.

It will be the function of Terra Bank to finance operational capital as is meant in the context of this model for Zambezia. Farmer organisations could qualify to obtain credit from the bank if they fulfil the following conditions:

a. The organisation must be a legal entity;

b. There must be a business plan;

c. There must be sufficient volume;

d. There must be collateral. As long as all land in Mozambique is owned by the State, farmers cannot use their land as collateral. The ownership of land is under continuous discussion in Mozambique, but the present government seems determined not to privatise ownership of land
. There are alternative models acceptable to the bank: contracts within the production-consumption chain of an agricultural product can serve as collateral.

The conditions for credit once more show the importance of farmers to be organised. It will not be possible for individual farmers to obtain credit from financial institutions, but there are good opportunities for farmers organisations.

A final observation concerns the interest on agricultural loans. For all public funds the interest depends on the basic interest set by the national bank. This is currently 18% in Mozambique, meaning that interest on commercial loans will be about 25%. If there is external support for a farmer-led model of agricultural development, the rural bank will be able to provide soft, labelled, loans using external (donor) loan funds.

4. 
Conclusions

In this final chapter conclusions are drawn that are at least valid for the context that was studied, Zambezia Province in Mozambique, but that may be applicable in a wider context. The conclusions are organised according to the five main research questions of the terms of reference.
4.1 What is needed to raise smallholder productivity on a large scale?

Three issues determine smallholder productivity of food crops and cash crops alike:

(a) Land;

(b) Productivity per area;

(c) Marketing opportunities.

Although there is still a great deal of land available, it is the key for smallholder agricultural development. The policy of the government is to attract larger investors and to apportion them large tracts of land to develop. As is shown in the cases of Zambezia, if small farmers start organising themselves and plan for (joint) development of their lands, it may attract interest of government and/or investors, leading to them being evicted or becoming dependent on the investor for labour and marketing. They end up in a poor bargaining situation for selling surplus and for which depend on monopolistic situation presented by a sole buyer.

Uncertainty about land will prevent farmers from investing in it. It is one of the reasons why productivity per hectare is very low, with yields below 1 ton/Ha for maize, for example. As is stated in the World Bank report, agricultural growth in the past ten years was mainly due to increase of area, but while there is still a lot of land available, there is a limit to the area a family can work
. Or, in the words of the World Bank’s Agricultural Development Strategy (2006): “The current sources of agricultural growth are not sustainable”. To further increase productivity, there is a need for investments in terms of inputs (seeds, fertilizer), mechanisation (ploughing, weeding) and infrastructure (processing, irrigation).

The study in Zambezia Province demonstrates that there is a vacuum in the marketing chain between the smallholder producers of surplus food crops and the consumers market. The government of Mozambique wishes to attract private investors and companies to fill the gap, to replace colonial and state enterprises of the past. In cases where investors are given areas of land, they also offer marketing opportunities for smallholder farmers, but in a nearly monopolistic way. In rural areas where household‑based farming is predominant, few traders are operating, because of poor marketing conditions, like infrastructure and finance (see below).

4.2 What are the main factors preventing private sector investment in supply chains and penetration or private sector marketing services into rural markets?

The mainstream scenario for agricultural development in Mozambique is by attracting larger investors to take the lead. This can be either by large-scale plantation agriculture, agricultural production by mechanisation/hired labour or by setting-up outgrowers schemes. Ideally these investors will provide the necessary private investments necessary to develop the agricultural sector. 

However, for various reasons there are hardly any successful investors in the agricultural sector so far. One of the largest company in Zambezia in the past, the Zambezia Company, owner of some of the largest plantations in the world, is facing bankruptcy. Large-scale farmers from South Africa failed to achieve profitable farms in Mozambique. European farmers who started agricultural production for export (with subsidies) failed to sustain their businesses in Mozambique.

It turns out that conditions for private investment are very difficult in Mozambique. The business environment in Mozambique is poorly developed. While government wishes to attract private investors, little is done to actively facilitate investment. Investors are confronted with bureaucracy, corruption, poor (tele)communication, poor public infrastructure and very high interest.

In addition there is an obscure environment of mixing public and private interest and finance. As shown in Section 2.2 above, the role of government and party is complex and not transparent. Leading private companies have political ties and use public finance for its economic activities. The earlier quoted report on corruption by USAID and the recent newspaper publications on misuse of public funds illustrate this. At various points in this report is described how farmers experience the pressure of government and party.

4.3 How have past and current government policies, commitments, actual interventions and expenditure supported or undermined pro-poor agricultural growth?

Since independence the government turned 180 degrees from a centrally planned government-controlled system to a completely liberalised market-led system. In either system the majority of the population, the smallholders producers, has had no voice and was unable to advance out of absolute poverty.
The farming systems of Zambezia Province are a legacy of colonialism and mismanagement by the state. Irrespective of the crops and farming model, small farmers, who are the large majority of agricultural producers, have never had any control over their own development. Farmers were seen as an obstruction to development (the were in the way) or they were used as labourers. Even in current policies the envisioned model of agricultural development disregards the presence of small farmers and their claim on land. The government is willing to give concessions of land for which it tries to attract (foreign) investors (individuals or companies), who will develop the land and market the produce.

4.4 How have past and current donor policies, priorities, influence and expenditure supported or undermined pro-poor agricultural growth in Mozambique?

The overall development policies and strategies of the government, like in agricultural as described above, is generally supported, verbally and financially, by all major donors. Donors have massively embarked on budget support to central government. This means support to the PRSP (PARPA II) and sector wide approaches like PROAGRI.

In agriculture this means support to the government’s policy not to use public funds for productive (agricultural) investments (conform the Washington Consensus on Agriculture) and the preference for private enterprises to develop areas of land for agriculture and to organise marketing of surplus production. The annual budget for the agriculture sector is only about 4% of the total national budget.

In 2004 the government spent 439 billion meticais on agriculture, which is 3.2% of the total budget of 13,419 billion meticais. Of the 439 billion, 173 billion is spent on recurrent costs (39%) and 266 billion on investment. According to the World Bank’s Agricultural Strategy Report, an additional problem is that the funds are not provided on time, or not at critical times during the growing season. Fifty percent of agricultural expenditures are off-budget, hence it is difficult to assess efficacy of various activities. The total invested in rural areas from other sectors is not known because expenditures are not disaggregated (World Bank 2006).
4.5 What changes are needed in policies, politics, donor behaviour and financial commitments to achieve a sustained increase in agricultural production in Mozambique?

The limitations described earlier indicate what is needed to increase agricultural production in Mozambique, if the chosen approach is to work:

· Basic infrastructure investments need to be planned in coordination with productive investments: current costs of transport and storage are a major constraint to agricultural development; the density of the road network is the lowest in Southern Africa.

· Investment in productive infrastructure: irrigation is one of the most under-utilised potentials in Mozambique, with only 3% of the potential area irrigated.

· business climate needs to be improved: problems with (tele)communication, corruption, licensing, judicial system and labour laws need to be addressed.

· there must be operational capital at a reasonable cost: commercial lending rates are inhibitive and credit to smallholders almost non-existing.

However, as is also argued in this study, increased agricultural production is not synonymous with improved small-scale agricultural production and reduced (rural) poverty. This would still require the changes indicated above, but needs to be based on farmers emancipation and to start with farmers organisation. An organised rural farming community will have the following main effects:

· Farmers will have voice to defend their interest, especially in protecting their lands. Increased security of land has a direct positive effect on investment in land.

· Organised farmers have a collective bargaining power when selling their produce on the market.

· Marketing costs to input providers will be lower when dealing with organised producers (bulk buying, group marketing).

· Farmers organisations can play an important role in local governance, participating in local planning and demanding accountability and transparency from local government.

The study offers an alternative model, demonstrated in cases from Zambezia Province, where Christian Aid has been supporting local NGOs ORAM and APAC in the support of farmers organisations. The model is based on cooperative development and has four components that are needed for the model to work:

a. Organisational development and support.

b. Investment in public infrastructure.

c. Investment in productive infrastructure.

d. Operational capital.

These four components, in fact the “what is needed to raise smallholder productivity on a large scale”, are elaborated in Section 3.4 above.

Annex 1
Terms of Reference

Terms of Reference for Mozambique Case Study

‘How can small producers drive pro-poor economic development in Mozambique?’

Most of the economically active adults in Africa work in semi-subsistence or subsistence agriculture, growing food or mixed food and cash crops on very small plots of land. They face remarkably similar challenges across many countries, preventing them from transforming their livelihoods out of agricultural cultivation for survival, into commercially viable agricultural cultivation. Producing food for sale is often the first step towards a more diversified livelihood, which in turn could stimulate local demand and supply of food, goods, and services, leading to incomes and profits that can be taxed by governments. This growth in economic activity and government income could eventually lead to a massive reduction in often harmful inflows of foreign aid.  

Most development experts agree that this pattern of development is likely in all low income countries where agriculture is the main source of employment and income. But they cannot agree on the respective roles of the state, the market, and other institutions in bringing about the necessary transformation in small-holder agriculture. The IFIs, throughout the 1980s and 1990s, insisted on a model of agriculture (Washington Consensus on Agriculture (WCA)) which rejected the need for governments to intervene in the market to stimulate productivity through well-designed price intervention, subsidised credit and inputs, or acting as a buyer of last resort. By 1991, World Bank agricultural sector adjustment operations had completely shifted to market-based approaches. They generally sought to eliminate price controls, develop competitive local markets for inputs and outputs, reduce state intervention in international trade, improve the regulatory system, and privatise inefficient public enterprises (IEG, ‘Reforming Agriculture: the World Bank goes to Market, 1997).  

Of course, most countries in the West and East developed their agricultural sectors through carefully modulated state intervention. A well-developed agricultural sector then allowed their economies to take-off in other sectors. Part of the reason for the donor community’s hostility towards government intervention for the best part of thirty years, was their experience of the many failures of state-led agricultural intervention programmes in post-independence Africa, many of which were supported by the World Bank and other donors. However, instead of seeking to understand what worked, and why, and how to improve government capacity and accountability to manage such programmes, the market fundamentalism of the 1980s paved the way for a complete turn-around to market-led agricultural development. The well-documented failures of the market-led approach, coupled with a steady increase in rural poverty under WCA, have gradually led governments and donors to some new thinking by the early 2000s.

African governments and donors both recognise that they have grossly neglected agriculture in their budgetary and aid expenditures during the 1980s and 1990s. Since the turn of the century, both donors and African governments have made various commitments to rectify this, committing to invest more in agricultural research, development, productivity and infrastructure. 

Most donors are also increasingly willing to recognise that state institutions should play a role in agricultural development. But they are very hesitant to define this role as anything more than that of a ‘facilitator’ of market transactions (broadcasting price information, and so on) and a provider of ‘public goods’ (building roads and railways linking producers to markets, and providing public money for relevant agricultural research). Donors view public subsidies for agricultural credit and inputs, price intervention and government-run agricultural marketing as too expensive, unsustainable, or simply as the wrong solution. Some are reluctantly admitting that such interventions may be useful under some circumstances. DFID, for example, is willing to concede that inputs can be provided free of charge under emergency conditions (which prevail year after year in many African countries), and the World Bank has commissioned research to find out under which circumstances public fertiliser subsidies can be useful, partly under pressure from agricultural ministers in Africa, who recently came together under the NEPAD Agricultural Recovery Plan to find solutions to the continent’s fertiliser crisis.  

With this context in mind, Christian Aid is commissioning research in Malawi, Ethiopia, Kenya and Mozambique to investigate a) the politics and national debate on agricultural development, b) the role of donor conditions on agricultural policies and impact of past and present WCA policies, c) policies or recent policy reforms that deviate from the WCA and their impact so far or potential impact in future. The findings of the research will be collated in a report in early 2007, which will recommend changes to current DFID and World Bank policy directions in agriculture.

The report will argue that small farmers, under the right conditions, could play an important role in kick-starting pro-poor economic growth in Africa. It will challenge the predominant view among many African governments and donors that governments should invest public money primarily in building infrastructure and markets to improve the prospects of large-scale commercial export-oriented agriculture, while small subsistence farmers in marginal areas are seen as ‘welfare’ cases that need an almost constant supply of food aid and minimal free inputs to tie them over the hungry season.

In this debate, we are trying to focus our research on the staple food sector for the following reasons: this is where most semi-subsistence farmers are active, the staple food market experience the greatest obstacles to private sector participation, and successful staple food production is often the basis for subsistence households to take the risks associated with diversifying into more lucrative cash crop production. 

In Mozambique, soil health and availability and general weather conditions are more conducive to increased productivity and therefore increased incomes among small-scale family farmers than in many African countries which rank equally low on the human development index, and have similarly high numbers of people living in income poverty.   

However, small-scale staple food and cash crop farmers are still faced with many familiar obstacles, which prevent them from formally participating in local or international markets. These include a lack of affordable inputs, credit, output marketing channels, market information, infrastructure such as roads and small-scale irrigation, and extreme vulnerability to fluctuating prices.   

At the same time, liberalisation of the agricultural food and cash crop production system started earlier, and has been more complete than in many African countries. By 1990, the grain marketing parastatal AGRICOM had collapsed, and was restructured into the Institute de Cereais de Mocambique (ICM) in 1995. Some analysts have maintained that the government never had clear objectives for the ICM. It has a very broad mandate, including providing inputs and extending storage technology to smallholders, acting as a buyer of last resort, and holds strategic stocks (Janye, et al, 1999). Yet, it has never received public financing. It acts essentially as a private trader, supported by the private bank financing, and is the largest maize exporter in the country. Its role as private trader is facilitated by the 160,000 metric tons of storage space it has inherited from AGRICOM.

By 1991, the old system where maize grain was channelled to large millers and sold as refined meal at controlled prices has almost entirely collapsed. Much of the domestic food trade and imports are now dominated by informal traders and small hammer millers. But this system has not transformed small-holder family maize farming out of production for subsistence or semi-subsistence into production for profit.   

Similarly, recent Christian Aid and MCC research has shown that smallholder farmers, many of whom are women, who have attempted contract farming for large private cotton companies, are taking all the risks of fluctuating prices, and are considering abandoning cotton farming given the extremely low incomes they are earning from this activity. The research showed that the government is not playing any active role in trying to regulate prices and promote small holder associations, as a means of providing more security to family cotton growers, casting doubt on this model of contract farming as a way of promoting pro-poor agricultural development.

Given the large influence of donors on the policy agenda and national budget allocation in Mozambique, this research project will seek to investigate to what extent donor advice and grant and loan conditionalities have influenced the Mozambican government’s agricultural programme and expenditure, and to what extent they are able and willing to respond to new government priorities in agriculture. Some of these are expressed in PARPA II, where the government is advocating for its own resources and that of donors to be channelled to the productive sectors of the economy, and to focus less on social service delivery. In PARPA II, the government is claiming that its highest priority is to ‘stimulate a structural transformation in agriculture’. It recognises that peasant incomes can only be increased by gradually transforming small family producers into commercial farmers, and it recognises that government has a major role to play to achieve this (Joseph Hanlon, 3 April 2006).  

The research will also investigate whether and why the government’s existing agricultural marketing policies in Zambezia are benefiting small-scale farmers, or large business interests with governing party connections, and alternative solutions to the real obstacles experienced by small-scale farmers.  

The field research will focus on the situation of staple food (rice and maize) growers in Zambezia province, and the impact of past and present donor and government agricultural policies on their potential for turning small-scale semi-subsistence family farming into a sustainable, productive source of income.  

Key areas of enquiry:

A. What is needed to raise smallholder productivity on a large scale?  
· What are the priority needs of subsistence producers in maize deficit areas in order to raise productivity? What are their main constraints to investment (access to input and financing services; labour constraints; investment risks; access to reliable output markets; land constraints; availability of appropriate technology and extension services; etc.) 
· What are the main priorities of surplus smallholder producers in order to raise their productivity further and diversify into more remunerative crops? What are the main constraints preventing investment?
· What implications does the basic model of cereal-led growth have for different categories of smallholders in Mozambique and for smallholders located in different geographical areas? 
· What kinds of policies and investments are needed to support subsistence producers in less-favoured areas where the prospects for agricultural-based growth are very limited?         
B. What are the main factors preventing private sector investment in supply chains and penetration or private sector marketing services into rural markets? 
· To what extent is private sector investment in agricultural supply chains supported or constrained by government policies? 
· To what extent would high transaction costs and risks constrain private sector investments and penetration even in a more liberalised market?   

· To what extent would private sector service providers (e.g. formal traders, input suppliers, processors, etc) enter key markets and how far would they penetrate into rural areas if the state withdrew reliably from these markets? What additional incentives/investment would be necessary to promote penetration in strategic areas/markets?
C. How have past and current government policies, commitments, actual interventions, and expenditure supported or undermined pro-poor agricultural growth?  
Outline the broad assumptions, policy content and actual policy process of key agricultural policies, programmes, and interventions of the Mozambican government. The following is a list of some of the key policy issues to be explored in a case study of either Manica or Zambezia province (although it may not be possible to examine all these issues in detail):
Marketing Services

· To what extent do weak markets and weak intra-regional and intra-seasonal arbitrage services undermine growth in productivity in Mozambique? Is this undermining uptake of modern technology and movement between surplus and deficit areas? What different would a more efficient/effective arbitrage system make to food security and growth? 

· What role do the cooperative associations play in agricultural markets and how instrumental are they in the delivery of input and output marketing services? 

· To what extent do they help to overcome the classic problems associated with input marketing in staple supply chains and how important are they as mechanism for social protection? 

· To what extent to cooperative services crowd-out, potentially, more efficient private service providers or do they also operate in areas where private service providers would probably not venture? 

· What is the future role of the farming cooperatives and can they be reformed to run on a more independent and commercial basis or are inextricably tied up with the state marketing system and/or with political interests?
·  Does government policy aim to make markets more accessible to the poor, and what role does the government see for itself in this regard?
Fertiliser Subsidy

· Explore scale, reach and impact of current fertiliser subsidies (through subsidised credit) and effect it has on input/output price ratio for farmers in different regions and for different crops. 

· Investigate what level of subsidy is really necessary to get agricultural take-off given prevailing market conditions and transaction costs. 

· To what extent is the national subsidy policy constrained or influenced by the government’s own priorities and approach, fiscal constraints, and/or direct or indirect donor conditionality? 

Output Price Stabilisation

· Explore recent history of partially successful maize intensification and reported price collapse – what lessons can be drawn from this experience for wider growth strategies?  

· How significant are low output prices and price volatility as a constraint to smallholder investment in new technology or diversification? 

· Is the government considering any price intervention mechanisms in its newly oriented agricultural policies/

Resettlement and Land Tenure
· What is the government’s current land tenure policy and to what extent are current tenure arrangements a constraint to pro-poor growth?  
Pro-AGRI and PARPA II 

· Has Pro-Agri delivered real growth in productivity over the last decade? Why/not? What lessons can be drawn from this programme for future agricultural growth policies?

· How effective is the current extension system and how does it need to change to meet the needs of smallholder farmers? 

· What are the key PARPA II objectives for agriculture? Will these be reached through Pro-Agri, why/not? What are the constraints to increased public investment identified as necessary to agricultural transformation in PARPA II?

Political Economy 

· What is the political economy of agricultural policy-making in Mozambique and how does this effect and influence the content or implementation of agricultural policies? 

· Is there any evidence that the government is providing a minimum, though insufficient, level of extension and input services in rural areas as a means of maintaining control and buying political support without a real commitment to investing in pro-poor growth?

· How much policy space does the Mozambican government enjoy vis-à-vis the conditions and leverage of major donors? What impact has this had on policy content, the quality of policies, and the processes of agricultural decision-making?
D. How have past and current donor policies, priorities, influence and expenditure supported or undermined pro-poor agricultural growth in Mozambique?  

Outline the broad assumptions, content and processes of key agricultural policies, programmes and interventions of the major international donors in Ethiopia (World Bank; DFID; EU; USAID). As far as possible explore the following key issues: 

· What has been the nature of donor engagement with agricultural policy and agricultural development programmes in Mozambique over the last decades? 
· What is the position of the major donors on the key policy questions arising in agricultural market liberalisation processes (i.e. input subsidies, price stabilisation and marketing interventions)?
· What evidence is there that donor conditionality has influenced and/or does influence the content, parameters or implementation of agricultural policies?
· Will donors support the agricultural policies and interventions advocated by PARPA II?   
E. What changes are needed in policies, politics, donor behaviour, and financial commitments to achieve a sustained increase in agricultural production in Mozambique? 

Based on the findings and analysis above, outline key priorities and/or changes to policies, interventions, expenditures, and political behaviour of government and donors to achieve sustained pro-poor agricultural growth. The following is a list of some overarching questions to be considered in the research: 

· Has the Mozambican government’s embracing of agricultural liberalisation and private-public partnerships, under donor tutelage, helped to promote some degree or private sector investment while minimising the impact of market failures?  Has it staved off more server crises, or has it contributed to the low level of productivity and incomes of peasant farmers today?  

· How viable is a dualistic model of partial state intervention, in remote/failing markets, alongside progressive liberalisation in competitive markets, closer to major roads and urban centres (the DFID model)?

· What changes are needed to donor practice and agricultural policies and interventions in order to stimulate a real transformation of family agriculture in Mozambique? 

Methodology:

1. Extensive secondary literature review: published articles, book chapters, donor studies, donor plans and programmes, NGO studies, government policy papers, etc.

2. Semi-structured key informant interviews with:
· select government officials (Ministry of agriculture, finance, local government) 
· donor officials (DFID, World Bank, EU, USAID)

· NGOs engaged in agricultural sector, both international and local

· private sector agricultural service providers (e.g. formal and informal grain traders, input suppliers, trade associations, etc.)

· farmer associations

3. Structured group interviews with subsistence and surplus-producing small producers, among the communities where ORAM is active, using ranking and other group interview techniques to inform analysis of small producer needs. 
Timeframe:

Literature review and preparation for interviews: 4 days 
Interviews in Maputo and Zambezia: 13 days 

Analysis, further reading, report writing and revisions: 4 days   

Total: 21 days

Output:

A 15-20 page report (with additional two-page executive summary, bibliography, interviewee lists and appendixes), written in jargon-free English and in a non-academic and action-oriented style. 
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Itinerary
Sunday 28 January

Travel to Johannesburg

Monday 29 January

Travel to Maputo





Briefing by Christian Aid

Tuesday 30 January

Meeting with CLUSA





Travel to Quelimane





Meeting with ORAM

Wednesday 31 January
Travel to Maganja da Costa





Meeting with District Administrator





Meeting with ORAM and Development Committee of the 





Lower Licungo Valley





Visit to infrastructures, rice factory





Meeting with ORAM

Thursday 1 February

Meeting with Chairman of Community Association





Visit to irrigation scheme





Travel to Alto Molocue

Friday 2 February

Travel to Nuella





Meeting with founders of cooperative company Omalia 





Ohaia





Travel Alto Molocue





Meeting with District Administration





Travel to Mocuba





Meeting with PRODEZO (Zambezia rural development 





project)





Travel to Quelimane

Saturday 3 February

Brainstorm with ORAM adviser

Sunday 4 February

Report writing





Meeting with Taguia and Mudhe Mone manager

Monday 5 February

Meeting with GPZ





Meeting with World Vision





Meeting with Provincial Director of Agriculture





Meeting with Christian Council of Mozambique

Tuesday 6 February

Meeting with Companhia de Zambezia





Meeting with Provincial Director of Planning

Wednesday 7 February
Discussion with ORAM staff





Travel to Maputo

Thursday 8 February

Meeting with National Directorate for Promotion of Rural 





Development





Meeting with PROAGRI

Friday 9 February

Meeting with European Commission





Meeting with Royal Netherlands Embassy

Saturday 10 February
Meeting with World Bank





Travel to the Netherlands

Sunday 11 February

Arrival in the Netherlands

Wednesday 14 February
Meeting with Rabo International Advisory Services
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ORAM administrator, Quelimane
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District Administrator, Maganja da Costa
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ORAM delegate, Maganja da Costa
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ORAM extensionist, Nante

António Joao Davide

ORAM constructor, Nante

Abílio Nombro


Chairman of the Community Association of Lower Licungo 





Valley, Nante

Jonácio Bernardo Veloso
Chairman of Board of Directors of Mudhe Mone cooperative

Lancaster



APAC facilitator, Alto Molocue

Eleven founders of cooperative enterprise Omalia Ohaua, Mugema, P.A. Nauela

Sr. Montxessa


Permanent Secretary, Alto Molocue District Council

Chris Grace


PRODEZO rural economic development adviser

Leena Vaaranmaa

PRODEZO chief technical adviser

Mauricio Moty Carimo
Manager of rice coops Taguia and Mudhe Mone

Dr. Carlos Caminho Zamane
GPZ Economist, Quelimane

Dr. Benjamin Ngwenya
World Vision Provincial Director, Quelimane

Dr. Brian Hilton

World Vision Agriculture Programme Coordinator, Quelimane

Mahomed Rafik Valá

Provincial Director of Agriculture, Quelimane

Augusto Chambule

CCM Director of Projects, Quelimane

João Forte



Director of Companhia de Zambezia, Quelimane

Mrs Joaquina Gumeta
Provincial Director of Planning and Finance

Lourenço Duvane

ORAM Director and Zambezia Delegate, Quelimane

Felix Magelhães

ORAM Programme Officer, Quelimane

Augusto Pinto Novo

Director Zambezia NGO Forum, Quelimane

Dr. Ester José


National Directorate for Promotion of Rural Development, 





Maputo

Dr. Fernando Songane
PROAGRI Coordinator, Maputo

Noel Cooke


European Commission, Maputo

Jolke Oppewal

First Secretary Economics and Trade, Royal Netherlands 





Embassy, Maputo

Daniel de Sousa

World Bank, Maputo

Wim van Diepenbeek

Senior Adviser Co-operative Development, Rabo 





International Advisory Services, Utrecht

Annex 4
Consulted literature

AfDB/OECD: African Economic Outlook. 2005

Benjamin Pequenino na Alemanha: Agências de cooperação estrangeiras “coladas” a organizações pró-poder

Catherine Mackenzie: Forestry in Zambezia, Chinese Takeaway.

Celestine Nyamu-Musembi: Breathing Life into Dead Theories about Property Rights: de Soto and Land Relations in Rural Africa. October 2006

Christian Aid: Secure Livelihoods, Corporate Strategy 2006-2009. November 2005

Christian Aid: Towards a Christian Aid Strategic Framework 2005-2009. July 2003

DfID: Why we need to work more effectively in fragile states. January 2005

Frank Ellis: Small Farms, Livelihood Diversification and Rural-Urban Transitions: Strategic Issues in Sub-Sahara Africa. 2005?

Global Development Alliance: The Development of Producer-Owned Trading Companies in Mozambique and Zambia, Quarterly Report. October 2006

Jan Isaksen et al.: Poverty in Mozambique; Discourse, Analysis and Monitoring; Suggetsions for National Stakeholders and the Donor Community. 2005

Joseph Hanlon: Government and Donors Should Promote the Economy. April 2006

Joseph Hanlon: The Land Debate in Mozambique: Will foreign investors, the urban elite, advanced peasants or family farmers drive rural development? July 2002.

Kevan Bundell: Forgotten Farmers: small farmers, trade and sustainable agriculture. June 2002

Kunal Sen: Economic Reforms and Rural Livelihood Diversification in Tanzania. June 2002

Leroy Vail and Landeg White: Capitalism and Colonialism in Mozambique, a Study of Quelimane District. 1980

NEPAD: Comprehensive Africa Agriculture Development Programme. July 2003

ORAM: Rural Development in a Global Context, the Case of Nante in Mozambique. February 2005

Peter E. Coughlin: Agricultural Intensification in Mozambique; Infrastructure, Policy and Institutional Framework; When do Problems Signal Opportunities? September 2006

Republic of Mozambique, Government of Zambezia Province: Strategic Development Plan 2001-2005. February 2001

Republic of Mozambique, Government of Zambezia Province: Strategic Development Plan, Final Evaluation Report. October 2006

Republic of Mozambique: Action Plan for the Reduction of Absolute Poverty 2006-2009 (PARPA II). May 2006

Roger Riddell: Christian Aid’s International Work in the Context of an Expanding Income Base; Options, Opportunities and Challenges for the Next Planning Period. September 2003

Simon Norfolk and Harold Liversage: Land Reform and Poverty Alleviation in Mozambique

Simon Norfolk et al.: Só para o Inglese ver, the Policy and Practice of Tenure Reform in Mozambique. March 2003

Tony Vaux et al.: Strategic Conflict Assessment Mozambique. April 2006

USAID: Corruption Assessment Mozambique. December 2005

USAID Global Development Alliance: The Development of Producer-Owned Trading Companies in Mozambique and Zambia, Quarterly Report. October 2006

Verde Azul Consult Lta: Development of Co-operatives for Agricultural and Agro-industrial Commercialisation in the Central Region of Mozambique. February 2005

William Easterly: The White Man’s Burden; Why the Wets’s Efforts to Aid the Rest Have Done so Much Ill and so Little Good. 2006

World Bank: Mozambique Agricultural Development Strategy, Stimulating Smallholder Agricultural Growth. February 2006

World Bank: Mozambique Country Economic Memorandum, Sustaining Growth and Reducing Poverty. August 2005

www.nepad.org
www.ilo.org
www.worldbank.org













































Forestry in Zambezia


During the field research for this study, the consultant noted large quantities of unprocessed logs of precious hardwoods stored in Quelimane town and being shipped out of it by Chinese vessels. A rough estimate indicates that at the time of the consultant’s stay in Quelimane about 100,000 m3 of timber, with an estimated value of USD 30 million, was stored in Quelimane town.


The issue of logging in Zambezia is described in the article “Forestry in Zambezia: Chinese Takeaway” by Catherine Mackenzie, and was prominently discussed in national newspapers in February 2007.


The issue is not the logging itself, but the failure to manage natural resources as is regulated in PARPA, PROAGRI and relative legislation. Reports reveal the conflict between public responsibility and privet interests of government officials. Together with local business and Asian traders illegal logging is widely practiced, manipulating regulations and statistics, using bribes and making private gain.





The ten broad sets of the Washington Consensus:


Fiscal policy discipline; 


Redirection of public spending from indiscriminate (and often regressive) subsidies toward broad-based provision of key pro-growth, pro-poor services like education, health and infrastructure investment; 


Tax reform – broadening the tax base and adopting moderate marginal tax rates; 


Interest rates that are market determined and positive (but moderate) in real terms; 


Competitive exchange rates; 


Trade liberalisation – liberalization of imports, with particular emphasis on elimination of quantitative restrictions (licensing, etc.); any trade protection to be provided by low and relatively uniform tariffs; 


Liberalization of inward foreign direct investment; 


Privatisation of state enterprises; 


Deregulation – abolition of regulations that impede market entry or restrict competition, except for those justified on safety, environmental and consumer protection grounds, and prudent oversight of financial institutions; and, 


Legal security for property rights.





Poverty monitoring in Mozambique





In PARPA I, poverty was defined as: “the inability of individuals to ensure for themselves and their dependents a set of minimum conditions necessary for survival and well-being, according to the society’s standards”.





In PARPA II this became: “the impossibility, owing to inability and/or lack of opportunity for individuals, families and communities to have access to minimum basic conditions, according to the society’s basic standards”.





The shift from project support to budget support, with the continued main goal of poverty alleviation, requires an appropriate system to monitor poverty in an overall, comprehensive way. Most measurement and analysis in Mozambique is quantitative and poverty is seen as a measurable result of a social and economic process. A unique and innovative part contributing to the monitoring of PARPA implementation is the Poverty Observatory (CMI, 2005).





The Government of Mozambique launched the Poverty Observatory on the 28 April 2003. The PO is made up of an ad hoc advisory group, known as the Opinion Council, and a permanent body known as the Technical Secretariat. The Opinion Council is made up of 60 members representing the central bodies of the State, civil society organizations, and from international development partners. The remaining 36 members are from civil society organizations, academic community, as well as religious organizations, trade unions, private business community, and international development partners.

















� The report will indicate that reservations about a major role for government are justified. Farmers distrust the government, and government policies and their implementation back up that feeling. Government mentions small farmers a few obligatory times in its plans, but in practice sees them as a hindrance to development. In theory government has a role to play in creating conditions for private investment in rural areas, including credit facilities. Also the decentralisation policy has potential. In practice, if anything happens, there is usually a large element of patrimonial politics. One can say that the state is captured by a political elite. 


� In 2006, total aid to the country (including US and Japan aid, not channelled as direct budget support) was about USD 1.2 billion dollars, almost half of the state budget (www.afrol.com)


� It should also be noted that data from district level tend to be less reliable, especially data concerning agricultural production. Unreliable production data may be a source of overestimated growth in the agriculture sector.


� This figure is from the Provincial Strategic Plan. But according to local sources, the actual area of forest in Zambezia is 3.1 million hectares, while the forest resources are being exploited in a rate that could see them exhausted in a period of 5-10 years (Mackenzie).


� Although the importance of HIV/AIDS is difficult to underestimate, the incidence figure of 55% quoted in the Provincial Strategic Development Plan seems far too high. A figure of around 20% is probably more accurate.


� It is not clear who did the evaluation. The evaluation was published by the Provincial Government itself. The Provincial Director of Planning and Finance did not want to disclose who did the evaluation, but said it was done by a consultant requested by the Provincial Government.


� Interpretation of these data is hampered by unreliability of statistics. E.g. large increase in tobacco and cashew nut production cannot be explained and is doubtful. 


� Recurrent expenditure on agriculture and rural development increased from 13,086 million MZM in 2001 (2,1% of provincial recurrent budget) to 50,545 million MZM in 2005 (4,5%). (=USD 32,000?).


� Land should be in the hands of “who work on it”, in this case the local farmers. The government poorly manages the land (bad practice with the community consultations) and natural resources (note the situation of the forests). So the state should practice the delimitations of communal land and not leave this as a task of NGOs, as is currently the case. Within the communal lands there must be the opportunity for individual farmers to have plots as their property, for example in the irrigation schemes. These plots of land could be used as a collateral.  Once the land is privatised to the communities a vast capacity building process must be developed. If communities decide to let a private company use a track of their land, this company should hire the land for a given period. In this case the so-called “partnership between communities and investors” is replaced by rational contracts.  The changes in the land act should be complement by a law that make it possible to hire the land. Implementing these changes is at the moment not without risks because of the weak judicial system and possibly land grabbing, as happened before 1997.


� This is seriously aggravated by the effect of HIV/AIDS on the workforce.
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