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 1. EXECUTIVE SUMMARY
 This Business Development Profile aims to:
 - Provide interested Danish and Mozambican firms with an introduction to Mozambique and to the opportunities for collaboration and sustainable partnerships.
 - Guide the Danida Business Partnerships (DBP) in its search for potential sectors and enterprises for formation of partnerships.
 Mozambique is a tropical country located in Southern Africa. It is a culturally rich country with Portuguese, Arabic and Indian influences. Mozambique has experienced impressive economic growth and is an example of political stability. It is the fourth in the list of the most peaceful nations after Botswana, Malawi and Ghana in sub-Saharan Africa. The government is strongly committed to the reduction of poverty. This is reflected in the establishment of a series of economic reforms, sound macroeconomic policies and attainment of the Millennium Goals. The country has a population of around 23 million, most of which live in rural areas in subsistence agriculture. Main exports are aluminium, prawns, cashews, cotton, sugar, citrus, timber and bulk electricity; the most important imports are machinery and equipment, vehicles, fuel, chemicals and metal products. Official Development Assistance finances just under half of the Government budget. Danida’s “strategic Framework for Priority Area: Growth and Employment (2011-2015)” emphasises the business community as a partner in development. This strategic framework underlines employment creation, increasing production and processing, supporting regional integration, domestic resource mobilisation and access to technology as pillars of economic growth that development efforts should build on. Guided by the principles of this framework, Danida Business Partnerships (DBP) is one instrument in a portfolio that aims to facilitate Danish investment in developing countries. Other instruments are Denmark’s Investment Fund for Developing Countries (IFU), Danida Business Finance (previously the Mixed Credits Programme) and the work of the Trade Council. Mozambique is predominantly an agriculture-based economy although the manufacturing and service sectors are growing at a rapid pace. Significant FDI inflows in mining and off-shore natural are the main drivers of the high growth rates. Good opportunities exist for investment across different sectors. Based on the embassy’s considerable experience in supporting business development in Mozambique, as well as the assessment of current investment opportunities in the country, the following is a list of the key sectors identified as priority sectors under the DBP programme in Mozambique:
 1) Value Chains originating from agriculture and aquaculture 2) Processing/ Manufacturing 3) Energy/ Efficiency
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 2. OVERVIEW OF THE MOZAMBICAN ECONOMY
 Mozambique has achieved high GDP growth rates over the past decade. GDP expanded by around 8 % in 2012, and the outlook is good for 2013 as well. However, sustaining high rates of growth over the medium term is a challenge. A more inclusive growth path is needed. Investors remain concerned with for example complex licensing procedures, difficult access to land, time consuming procedures, the difficulty in acquiring qualified labour and in implementing projects outside of Maputo. There are furthermore constraints to economic transformation linked to inadequate power supply and poor transport infrastructure. High population growth rate, ranging between 2 to 3%, poses challenges in terms of per capita GDP growth rates and social service delivery. The growing population is a major challenge for the Mozambican government. The population is very young, with a median age of 17 and is mostly located in rural areas. Although there are high rates of labour force participation, formal employment remains low. The rate of skilled workers is likewise very low. The Government follows a liberal economic policy and has managed a stable economy over the last decade. Peace allowed the country to accelerate the pace of economic reforms initiated in the late 1980’s. The financial market was liberalised while thousands of companies were privatized. The country has successfully held several presidential, legislative and municipal elections. The most recent multi-party elections, held in October 2009 were peacefully conducted. The next presidential elections are to be hold in 2014. Mozambican exports have favourable access to the US market through the African Growth and Opportunity Act (AGOA) and to the European market. Membership to the regional bloc of COMESA provides larger markets for Mozambican products and services.
 2.1 Policy & Investment Framework
 The Government of Mozambique has put in place a number of policies and strategies to improve the business and investment climates. The key underlying principles for these plans and strategies include that the government’s role is to act for the development of human capital, economic and social infrastructure with the purpose of reducing poverty. Promotion of a favourable business environment is one of the tools. This is in line with Danida’s global strategy that has a strong focus on economic growth and employment creation.
 The Investment Promotion Centre (CPI) is a government agency with a mandate to attract and facilitate the establishment of private domestic and foreign direct investment in the country. It provides among other institutional assistance to investors, it ensures investors get access to fiscal incentives provided by law for the establishment of their projects and identifies and disseminates investment opportunities.
 2.2 Mozambique’s Competitive Advantages and Challenges
 Strengths
 - One of the fastest growing economies in sub-
 Weaknesses
 - Poor physical infrastructure;
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 Saharan Africa with a high average growth over the last 5 years;
 - Political stability;
 - Government commitment to a business-friendly economic environment; and
 - Access to a potentially significant regional market.
 - A lack of skilled and technically trained labour;
 - Weak and non-transparent administration, especially as regards land rights.
 Opportunities
 - Processing of commodities;
 - Infrastructure development, including power generation, water development management, rail and air transport, and telecommunication;
 - A variety of unexploited mineral deposits;
 Threats
 - Tensions between the two main political parties, deriving from their history of civil war; and
 - HIV/AIDS epidemic and its impact on the availability and productivity of labour.
 Based on: UNCTAD 2010, SWOT analysis
 3. LESSONS FROM MOZAMBICAN-DANISH PARTNERSHIPS
 3.1 Successful Partnerships
 Partnerships have been most successful, where:
 There was a clear and apparent business opportunity that justified investments.
 A well-defined and understood business plan elaborated and followed.
 There was openness and mutual trust supported by transparent corporate governance processes with no unresolved issues and unanswered questions among the partners.
 Where there has been recurrent and clear communication between the partners.
 Where the Danish partner often visits or is present in Mozambique.
 3.2 Challenges faced by the Partnerships
 Where there was inadequate preparation and/or no market research before implementation.
 Where one or both partners entered into the partnership primarily to get finance, equity or capital goods, as opposed to access to training, technology transfer, markets, improved working conditions and management techniques.
 Where the local partner did not contribute significant resources and expected the Danish partner to shoulder the bulk of the project.
 Where transparency or mutual trust was lacking between the partners.
 Where one partner only had short-term expectations of the results of the collaboration
 Where one partner excessively dominated the other, or where expectations and activities had not been thoroughly discussed and agreed upon beforehand.
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 4. PRIORITY SECTORS FOR ACTIVE PARTNER SEARCH
 The sectors examined below have been selected for their strategic importance for Mozambique, their ability to create employment and based on emerging trends in the private sector in Mozambique and their potential appeal to Danish companies. Opportunities exist for Danish firms, civil society and research organisations to collaborate with local companies in these areas to increase their competitiveness by improving the efficiency of their production practices, by transferring technology and know-how and helping to access finance, in the training of staff, in developing products and brand and in expanding market access. Denmark’s economy is characterised by the prevalence of SMEs, their high levels of mobility and their ability to quickly adopt technologies and penetrate new markets. These are attributes that help in developing partnerships to grow businesses in Mozambique. The history of agribusiness in Denmark also means that there is a huge pool of expertise in Denmark that can be applied to business development of a similar nature in Mozambique. Danida’s ‘Strategic Framework for Priority Area: Growth and Employment (2011-2015)’ emphasises the business community as a partner in development. This new strategy also underlines employment creation, increasing production and processing, supporting regional integration, domestic resource mobilisation and access to technology as pillars of economic growth that development efforts should build on. Guided by the overarching principles of this strategy, DBP is part of the portfolio of instruments that aims to facilitate Danish investment in developing countries. The partnerships can be between two private enterprises, or more broad-based to include civil society and/ or a research organisation. Partnerships will typically feature ‘responsible supply chain management, capacity building, use of green technology, new business models and value chain development”. The Royal Danish Embassy of Maputo has in that regards recently adopted 3 areas of focus, which are as previously mentioned:
 1) Value-chains originating from agriculture and aquaculture 2) Processing/ manufacturing 3) Energy/ efficiency
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 4.1 Value Chains
 Sector Brief Drivers and Business Opportunities Challenges
 Agro-processing technologies can provide good returns to farmers, good employment opportunities, create new products of added value and contribute to overall economic growth, particularly in an agriculture based economy like Mozambique.
 The fishing sector represents an important sector in the Mozambican economy and for the Mozambican government. The long coastline is an economic resource but many species are under exploited.
 The value of fish exports and the local demand have both grown rapidly over the past decade.
 Ports have received large investments to improve their facilities.
 Fast-growing local and regional markets underpin the emergence and development of these opportunities.
 A wide range of investment incentives is made available by the Government.
 EU countries can provide a reliable market for fish exports.
 Demand for fish is increasing in both Mozambique and the Southern African region.
 A great area of opportunity is the creation of processing industry. Aquaculture firms have also the potential of generating great revenues and offers commercial opportunities to be explored.
 Obtaining land titles and transfer of these is very challenging
 High trade and transport costs resulting in high input costs.
 Competition from regional and international producers and exporters. Especially from South Africa, cheaper and better quality products.
 Inadequate and unreliable power affects the capacity of processing plants, increases the cost of production and leads to high rates of spoilage.
 Inadequate infrastructure, limited access to finance and poor knowledge of export markets.
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 4.2 Processing/ Manufacturing
 Sector Brief Drivers and Business Opportunities
 Challenges
 The manufacturing sector is small.
 Capacity utilisation of manufacturing industries is low.
 The main industrial units are located in the main corridors of Mozambique: Maputo, Beira and Nacala.
 The sector is dominated by small-scale operators. Some medium-sized firms do exist, catering mainly for the local market. In the last 10 years a total of 130 new small medium-sized units opened in the whole country, providing 125.000 jobs.
 Low-cost and abundant young workforce.
 Rapidly expanding local and regional markets (particularly in urban centres).
 The textile and clothing sectors are a priority in the government’s strategy in the creation of work opportunities. The government is encouraging the companies to use the cotton produced locally to manufacture fabric.
 Under the same strategy, industries that settle in Mozambique receive a full exemption from paying company taxation (IRPC) for 10 years and 50% in the subsequent 5 years.
 Inadequate vocational training and poor skill levels.
 Low levels of labour productivity
 Competition from Asian, especially Chinese markets, particularly in textiles.
 Low level of technology penetration and usage.
 Erratic power supplies and high cost of energy affect utilisation levels.
 Poor supply of industrial inputs and high cost of imported items, coupled with long lead times due to inadequate physical infrastructure.
 Access to credit (due to high cost of borrowing) is a challenge for small and medium sized firms which make up the majority of manufacturing firms.

Page 10
                        

9
 4.3 Energy/ Efficiency
 Sector Brief Drivers and Business Opportunities
 Challenges
 The electricity sector is dominated by two major players namely HCB (Hidroeléctrica de Cahora Bassa) and EDM (Electricidade de Moçambique).
 Characterised by acute energy deficit in rural areas and unreliable grid power in urban ones.
 Provision of cost-effective and reliable power is identified as one of the major constraints to Mozambique’s economic growth.
 Rural electrification plays a key part in the development of rural livelihoods.
 Opportunities exist in Mozambique for developing renewable energy sources such as biogas.
 Availability of energy resources (hydric, natural gas and coal) for a relatively low price when compared to the region, which places Mozambique in a privileged position.
 Sustaining Mozambiques’s high growth rates over the medium-term will require substantial investments in generation, distribution and maintenance.
 The process has characteristically been slow in this sector. Also, lack of transparency has reportedly been a problem.
 Investment in this sector may at times require extensive Government guarantees.
 Although there are vast amount of modern energy resources, the accessibility to the population to those are very limited. This means that the use of biomass remains prevalent.
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 5.0 CROSS CUTTING ISSUES
 Health Issues - HIV/AIDS
 HIV/AIDS is considered an enormous threat to the Mozambican economy due to its increasing incident in the country. Mozambique is one of the 10 most affected countries in the world. HIV/AIDS mainly affects young adults thereby impacting on the quality and efficiency of the labour force. The role of companies in addressing HIV/AIDS related issues is vital through for instance education of employees, encouragement of testing and treatment and acceptance of infected workers.
 Gender Issues – Equality in the workplace
 The gender issue is a priority for the Mozambican government and for the DBP Programme. Although women are to be found increasingly in managerial positions, much is to be done in order to achieve gender equality.
 Literacy Issues – Labour quality
 The literacy rate in Mozambique is very low. The government has increased the number of schools, the number of teachers and introduced adult literacy courses. Nevertheless, while Maputo enjoys most of this progress, the rest of the country still has low quality schooling facilities and pupils drop out of school at a very young age, especially girls. The number of universities in the country has increased, providing a variety of tertiary education courses. Despite the fact that tertiary education has become more accessible, the quality is still a major concern. Companies are encouraged to invest in training their staff as it impacts directly on labour quality.
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 ANNEX 1: KEY DATA ON MOZAMBIQUE’S POPULATION,
 RESOURCES AND ECONOMY
 A. Natural Resource Base
 People. 23 million (July 2012 est.) with an estimated population growth rate between 2 and 3%. 81, 1% of the workforce works with agriculture or related industries and the population is predominantly rural. Portuguese is the official national language.
 Climate. Tropical to sub-tropical.
 Land. Mozambique covers 799, 380 sq km and has 2, 470 km coastline. The land occupie 786,380 sq km and the water 13,000 sq km.
 Natural resources. Coal, Titanium, Natural Gas, Hydropower, Tantalum, Graphite and a number of other minerals are increasingly being exploited.
 B. Macroeconomic Performance Indicators
 GDP Growth
 7, 2 % (2011 est.)
 GDP per Capita
 US $ 410 (2010)
 Volume of Exports and Main Destinations
 US$ 2.25 billion in 2010. The principal commodities are aluminium, prawns, cashews, cotton, sugar, citrus, timber; bulk electricity while the main markets are the South Africa, Japan, the European Union and Zimbabwe.
 Import Volumes and Origins
 $3.846 billion (2011 est.)On machinery and equipment, vehicles, fuel, chemicals, metal products, foodstuffs, textiles. The main countries of origin are South Africa 28.6%, China 10.3%, Australia 7.2%, India 5.8%, US 4.7%, Portugal 4.1% (2010).
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 ANNEX 2: USEFUL REFERENCES
 - IFU (Danish International Investment Fund) – www.ifu.dk
 - Embaixada Real da Dinamarca (Royal Danish Embassy) – www.mozambique.um.dk
 - Banco de Mocambique (Central Bank) – www.bancomoc.mz
 - Centro de Promocao de Investimentos (Investment Promotion Centre) – www.cpi.co.mz
 - Confederacao das Associacoes Economica de Mocambique – CTA (Mozambique confederation of Business Associations) – www.cta.org.mz
 - Instituto Nacional de Estatistica (National Statistics Institute) – www.ine.gov.mz
 - Instituto para a promoção de Exportacao (Export Promotion Institute) – www.ipex.gov.mz
 - Ministerio da Industria e Comercio (Ministry of Industry and Commerce) – www.mic.gov.mz
 - Central Intelligence Agency - https://www.cia.gov/library/publications/the-world-factbook/geos/mz.html
 - http://www.africaneconomicoutlook.org/en/countries/southern-africa/mozambique/
 http://www.ifu.dk/
 http://www.mozambique.um.dk/
 http://www.bancomoc.mz/
 http://www.cpi.co.mz/
 http://www.cta.org.mz/
 http://www.ine.gov.mz/
 http://www.ipex.gov.mz/
 http://www.mic.gov.mz/
 https://www.cia.gov/library/publications/the-world-factbook/geos/mz.html
 https://www.cia.gov/library/publications/the-world-factbook/geos/mz.html
 http://www.africaneconomicoutlook.org/en/countries/southern-africa/mozambique/
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