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* Brief

* Demographics and Health scenario

* Agriculture scenario

* Education scenario

* Manufacturing scenario

* AfCFTA scenario

* Large Infrastructure and Leapfrogging scenario
* Financial Flows scenario

* Governance scenario

Brief

Chart 10: Relationship between Current Path forecast and scenario

Combined Agenda 2063 scenario

Governance scenario

Financial Flows scenario

ATCFTA scenario

Infrastructure and Leapfrogging
scenario Development potential in a
Sustainable World

Manufacturing scenario

Education scenario

Agriculture scenario

Demographics and Health scenario
Sectoral approach to the

development potential of
each African country

Current Path forecast

The eight sectoral scenarios as well as their relationship to the Current Path forecast and the Combined Agenda 2063
scenario are explained in the About Page. Chart 10 summarises the approach.
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Demographics and Health scenario

Chart 11: Mortality distribution in the Current Path, 2023-2043
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Chart 11 presents the mortality distribution in 2023.

There are strong interactions between population and health. The status of a country’s health influences levels of fertility,
mortality and morbidity. At the same time, high population growth contributes to an increased need for basic necessities
for life, such as nutrition and health.

Despite efforts to improve Mozambique's public health sector, the sector remains one of the least resourced in the world
which has negatively affected the GOM's ability to improve its population's healthcare. As a result, Mozambique has some
of the worst healthcare statistics in the world. In 2019, the country ranked 184th for overall health efficiency among 191
World Health Organisation (WHO) member states, with a low score of 0.26 out of 1 0.1

The country has a ratio of only three doctors per 100 000 people, a proportion that is among the lowest in the world.
Systems for tracking, motivating and retaining staff are weak, and frontline health providers are often poorly trained and
have limited management skills. For those in rural areas and the extremely poor, women, adolescent girls, and children,
quality healthcare is very unsatisfactory and hard to reach, exposing health system inequalities between genders and
geographic regions.[z]

Mozambique has made significant progress in reducing mortality rates and improving access to primary health services. It
has lower maternal mortality ratios than the average for low-income African countries, and for the Southern Africa
regional peers, 112 maternal deaths per 100 000 live births in 2022 compared to an average of 384 maternal deaths per
100 000 live births for low-income Africa and 190 for its Southern Africa regional peers. The SDG target for maternal
mortality (SDG 3.1) is a ratio of fewer than 70 deaths per 100 000 by 2030, a target that will likely be attainable on the
Current Path of the country with a ratio of 68.4 deaths per 100 000 live births in 2030 and 44.9 by 2043.

Although Mozambique's life expectancy has improved from 35 years in 1960, it is still below the average of its peers. At
61.8 years in 2022, Mozambique's life expectancy was about two years lower than the average for low-income African
countries and nearly 0.8 years lower than the average of its Southern African peers. Life expectancy will improve over the
forecast horizon, surpassing its peer's averages by 2036. By 2043, the country's life expectancy will reach 70.7 years, 1.2
years above the GOM target in the same year, 0.7 years above the average for low-income countries and 1.3 years above
the average for its regional peers.
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In 2022, Mozambique's infant mortality ranked among the highest in low-income countries in Africa, with 49.9 deaths per 1
000 live births. The SDG target regarding the infant mortality rate is below 25 deaths per 1 000 live births by 2030. On the
Current Path, Mozambique is not on track to achieve this target as it will have an infant mortality rate of 39 deaths per 1
000 live births by 2030 and 23 deaths per 1 000 live births in 2043, significantly below the GOM target of 35 deaths per 1
000 live births.

The combination of low life expectancy and high infant mortality is often a result of high levels of communicable disease
prevalence. The death rate from communicable diseases in Mozambique stood at about 4.9 per thousand, 23% higher
than the average low-income African country (4.0 per thousand) and 18% higher than the average of its regional peers (4.2
per thousand) in 2022. The cohort death rate distribution shows that most premature deaths in Mozambique occur in the
early stages of life and are heavily skewed toward communicable diseases. Even in the working age groups, communicable
disease deaths dominate. AIDS is by far the largest burden in both the 30 to 44 and 45 to 59 years of age cohorts.

Much of the communicable disease burden for infants and 1 to 4 years of age is the result of a lack of health
infrastructure. The use of traditional fuel sources (i.e., coal, dung) is a core driver of childhood pneumonia and other
respiratory infections. Lack of health facilities for malaria testing and treatments and low bed net use contribute to
Mozambique’s high malaria burden. Meanwhile, poor water and sanitation access is a core driver of communicable
disease deaths (such as diarrhoea) for children under five years of age. This high communicable disease prevalence in
under five years of age can also lead to undernourishment and stunting.

The Demographics and Health scenario envisions ambitious improvements in child and maternal mortality rates,
enhanced access to modern contraception, and decreased mortality from communicable diseases (e.g., AIDS, diarrhoea,
malaria, respiratory infections) and non-communicable diseases (e.g., diabetes), alongside advancements in safe water
access and sanitation. This scenario assumes a swift demographic transition supported by heightened investments in
health and water, sanitation, and hygiene (WaSH) infrastructure.

Visit the themes on Demographics and Health/WaSH for more detail on the scenario structure and interventions.

Chart 12: Infant mortality rate in Current Path and Demographics and Health scenario, 2019-2043
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Chart 12 presents the infant mortality rate in the Current Path forecast and in the Demographics and Health scenario,
from 1990 to 2043.

The infant mortality rate is the probability of a child born in a specific year dying before reaching the age of one. It
measures the child-born survival rate and reflects the social, economic and environmental conditions in which children
live, including their health care. It is measured as the number of infant deaths per 1 000 live births and is an important
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marker of the overall quality of the health system in a country.

In 2022, Mozambique's infant mortality ranked among the highest in low-income countries in Africa, with 49.9 deaths per 1
000 live births. The SDG target regarding the infant mortality rate is below 25 deaths per 1 000 live births by 2030. On the
Current Path, Mozambique is not on track to achieve this target as it will have an infant mortality rate of 39 deaths per 1
000 live births by 2030 and 23 deaths per 1 000 live births in 2043, significantly below the GOM target of 35 deaths per 1
000 live births. In the Demographics and Health Scenario, infant mortality is projected to decline to 13 deaths per 1 000
live births by 2043.

Chart 13: Demographic dividend in the Current Path and the Demographics and Health scenario, 2019-2043
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Chart 13 presents the demographic dividend in the Current Path forecast and in the Demographics and Health scenario,
from 2019 to 2043.

The demographic dividend or demographic gift can be defined as the economic growth generated by the change in a
country’s demographic structure. It generally materialises when a country reaches a ratio of at least 1.7 people of working
age (15-64 years of age) for each dependant (children (0-14 years) and elderly people (65+ years). The ratio was 1.16 in
2022 and will be 1.5 by 2043 and 1.7 in 2050.

When there are fewer dependants to care for, it frees up resources for savings and investment and eventually allows
women, in particular, to pursue careers, skills, and training and increases female labour force participation in a way that
they aren't able to if they are caring for large families.

The working-age population cohort (between 15 and 64 years) will increase from 54% in 2023 to 60% by 2043. Properly
educated and skilled, this growing workforce can contribute to innovation, entrepreneurship, and economic diversification,
allowing Mozambique to enter a potential demographic window of opportunity by 2050.

However, the growth in the working-age population relative to dependents does not automatically translate into rapid
economic growth unless the labour force acquires the needed skills and is absorbed by the labour market. Currently, only
58% of the working-age population in Mozambique is economically active.l!

Under the Demographics and Health scenario, about 73% of fertile women in Mozambique will use modern contraception
by 2043, slightly below Rwanda (89.3%) and Malawi (82.4%) in the same year. Population growth will decline to 1.3%
compared with 2% on the Current Path, and in line with the GOM target by 2043. As a result, Mozambique is set on a
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different demographic path, where it converges with the average of its African income peers by 2043. If the Demographics
and Health scenario were to be implemented, Mozambique could accelerate its demographic transition to reap the
demographic dividend by 2041 (Chart 13), ten years later than on the Current Path.
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Agriculture scenario

Chart 14: Crop production and demand in the Current Path, 1990-2043
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Chart 14 presents crop production and demand from 1990 to 2043.

Mozambique has huge untapped agricultural potential as 45% of its land is arable, yet only 16% is currently cultivated. The
country’s strategic geographical position allows it to play an important entrepot role for agricultural trade with its
neighbouring landlocked countries.[*]

The agriculture sector is the mainstay of Mozambique's economy. It constitutes over a quarter of its GDP and engages 80%
of the workforce. The majority of agricultural output originates from smallholder farmers, encompassing approximately
3.2 million individuals who contribute to 95% of the nation's agricultural production, while the remaining 5% is attributed
to commercial farming enterprises.

Maize and cassava are the main food staples and are grown by 80% of all Mozambican smallholders. Other important
staples are wheat and rice. Animal production, particularly poultry and small ruminants, holds significant importance in
rural livelihoods and nutritional sustenance. In urban settings, formal meat outlets rely heavily on beef and poultry,
supplying over 80% of the meat demand. The limited number of commercial farmers focus on cash crops such as tobacco,
cotton, cashew nuts and sugar. The volatility of commodity prices and fluctuations in global markets considerably impact
Mozambique's commercial agriculture and overall economic landscape.

The potential has not translated into production. Mozambique has one of the lowest average crop yields per hectare in
Africa. With an estimated 3 tons per hectare in 2023, the country ranked 36 out of 54 countries in Africa and had the 5th
lowest crop yields in Southern Africa in 2023. On the Current Path, the average crop yields per hectare in Mozambique will
marginally increase to 3.5 tons by 2043, below the average of 5.6 tons for Southern Africa but on par with the average for
low-income countries in Africa.

The low agricultural productivity in Mozambique stems from various factors, including limited access to agricultural
finance and improved inputs, slow adoption of technology, insufficient agricultural services and reliance on rain-fed
farming coupled with vulnerability to climate hazards.[!

Mozambique ranks as the third most vulnerable African country to climate change, facing threats such as tropical cyclones,
droughts and coastal flooding. Its extensive coastline, spanning 2 700 km, exacerbates this vulnerability, particularly for
the 60% of the population residing in low-lying coastal regions.[6] These areas face risks to infrastructure, coastal
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agriculture, ecosystems and fisheries from intense storms and rising sea levels, with repercussions felt inland as well.
Between the period 1980-2019, Mozambique experienced a total of 53 natural disaster events, comprising 21 tropical
cyclones, 20 floods and 12 drought occurrences.!’] According to the Global Climate Risk Index, Mozambique was the most
affected country in the world by the impacts of extreme weather events in 2019 and the fifth most affected when
considering the period 2000-201 9.[8]

Disasters further impede access to markets, compounding challenges for rural producers heavily reliant on
climate-sensitive agriculture for sustenance and income. In addition to being among the most vulnerable countries
regarding natural disasters, Mozambique is among the least prepared countries for these climatic hazards, ranking 154
out of 185 nations on the Global Adaptation Index (ND-GAIN).

Moreover, inadequate road infrastructure poses a significant obstacle to agricultural development; it hinders the
establishment of essential linkages along value chains and impedes the adoption of modern technologies crucial for
enhancing productivity, such as fertilisers, pesticides, improved seeds and mechanised equipment. They increase
transportation costs, hampering farmers' access to both domestic and international markets. Our interviews conducted
during the fieldwork found that food importers in Maputo prefer to import from South Africa rather than from the local
production zones because it can take a week to bring produce from these areas to Maputo due to poor road conditions.

Compared to many developing countries, the GOM's support for the agriculture sector is high, although the recent period
has seen a slow decline in public spending on agriculture. The average share of agriculture in the national budget was
slightly above 4 per cent from 2010 to 2014 and fell to 4 per cent in the subsequent five-year period (2015-201 9! less
than half of the 10% target recommended by the Comprehensive Africa Agriculture Development Programme (CAADP).

The low agricultural productivity is unable to meet the nutritional demands of the growing population. Many rural farmers
remain net food consumers and vulnerable to increases in food prices. As a result, the nutrition situation in the country
remains precarious, with about 43% of children under five suffering from chronic undernutrition. In 2022, the Global Food
Security Index placed the country at the lower end of the rank (94 out of 113 countries), with particularly low scores on
food quality, safety and affordability.

Going forward, climate change will exacerbate their frequency and intensity in Mozambique. Feeding the growing
population under such conditions will be one of the country's biggest challenges. In 2023, an estimated 16.2 million metric
tons of crops were produced, a significant increase from the 5 million metric tons produced at the end of the civil war in
1992. On the Current Path, crop production will increase to about 20 million metric tons by 2043, while crop demand is set
to increase from 20 million metric tons in 2023 to about 38.5 million metric tons by 2043, a deficit of 18.5 million metric
tons (Chart 14). The Current Path paints a picture of a growing gap between domestic food production and demand, a
situation that will exacerbate Mozambique's agricultural trade deficit.

The Agriculture scenario envisions an agricultural revolution that ensures food security through ambitious yet feasible
increases in yields per hectare, thanks to improved management, seed, fertiliser technology, and expanded irrigation and
equipped land. Efforts to reduce food loss and waste are emphasised, with increased calorie consumption as an indicator
of self-sufficiency and prioritising it over food exports. Additionally, enhanced forest protection signifies a commitment to
sustainable land use practices.

Visit the theme on Agriculture for our conceptualisation and details on the scenario structure and interventions.
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Chart 15: Import dependence in the Current Path and Agriculture scenario, 2019-2043
1SS/ AFI

30%

% of demand

20%

10%

0%

2019 2043

. Mozambique, Current Path
Mozambique, Agriculture scenario

Source: IFs £.23 initialising from FAD Food Balance Sheets data

Chart 15 presents the import dependence in the Current Path forecast and the Agriculture scenario, from 2019 to 2043.

Under the Agriculture scenario, the average crop yield is 5.6 tons per hectare by 2043, on par with the regional average.
The country will produce about 10.3 million metric tons of additional food (crops, meat and fish) in 2043 compared to the

Current Path. The agriculture import dependence will be about 30% of total demand compared to 45% in the Current Path
in 2043.

The scenario improves food access and consumption in Mozambique, as available kilocalories per capita per day from
crops, fish and meat increase from 2 180 in 2023 to 2 837 in 2043. The number of people suffering from malnutrition will
decline by about 3 million lower than the Current Path in 2043. Reduced malnutrition rates, especially in children under 5
years of age, will have an impact on education outcomes, particularly learning.
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Education scenario

Chart 16: Progress through education funnel in the Current Path, 2023-2043
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Chart 16 depicts the progress through the educational system in the country compared to Africa income group (primary
gross enrolment, primary completion, lower secondary gross enrolment, lower secretary completion, upper secondary
enrolment, upper secondary completion, tertiary enrolment, tertiary completion (2023 and 2043).

The educational system under Portuguese rule in Mozambique had a distinct dual structure. It aimed to provide basic skills
to the majority African populace while offering liberal and technical education to the settler community and a small
fraction of Africans. The vast majority of students, more than four-fifths, were limited to basic education within this
colonial framework. Public education, supported by the state and the Roman Catholic Church, was predominant although
private options, primarily affiliated with religious institutions, also existed. Literacy in Portuguese, the primary language of
instruction, was limited among the African population at the time of independence.

The introduction of the National System of Education in the early 1980s, aimed at enhancing literacy and technical skills
across all age groups, catering to both part-time and full-time students. The nationalisation of private and religious
educational institutions facilitated the restructuring and consolidation of the education system. Despite rapid expansion,
the state struggled to meet the growing demand for education. Primary school enrollment surged from 643 000 in 1973 to
approximately 1.5 million by 1979, but declined in the 1980s due to the destruction of schools by Renamo insurgents. The
civil war destroyed critical infrastructure including schools, and prevented meaningful education for the majority of
Mozambican older generation.

Only about 63% of the adult population was literate in 2022, which was about 22 percentage points lower than the average
for Southern Africa, while only 31% of the adult population (15+ years) completed primary school and nearly 8.1%
completed secondary education in 2022.

The current education system in Mozambique is similar to other countries in the region, with schooling comprising three
levels starting from primary school and ending at tertiary level. In 2018, the National Education System Law of
Mozambique was revised, establishing a new structure in the sector and increasing mandatory (and free) education from
seven to nine years. The duration of the education cycles was restructured, reducing primary education from seven to six
years and increasing secondary education from five to six years. The law recognises, for the first time, preschool as a
sub-sector of education, although it is not a requirement to enter primary school. These changes and more investment
and government commitment to keep education expenditure high have led to progress. Yet, efficiency challenges still
plague the system and a significant bottleneck between primary and lower secondary schools constrains educational
attainment.
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The GOM has made significant progress in primary school enrolment, increasing the enrolment rate by more than 70%
between 1998 and 2018. As a result, Mozambique has a higher primary school enrolment rate than its peers, as primary
school is free and compulsory in Mozambique, but barriers like the cost of supplies, preschool malnutrition, gender roles
and transport infrastructure limit the ability of students to access and stay in school. In 2022, Mozambique's gross primary
school enrolment stood at 118.7%. Typically, gross enrollment rates being over 100% reflect the presence of students who
are not in the age range of the educational levels they are attending.

While the primary school enrolment rate is higher, the human capital for Mozambique remains very low as the completion
rate is extremely low. The percentage of enrolled primary students that made it to the final grade of primary was only
51.2%. Thus, although many Mozambican children get into primary school, only about half make it to the end of primary.

There is a significant bottleneck in the transition between lower secondary and upper secondary school. Only 25.1% of
students who enter lower secondary school complete it. And only 27.8% of those students who completed lower
secondary school move on to upper secondary. This means that the already small pool of students who make it through
primary gets even smaller further along the pipeline. The result is that very few students make it to upper secondary. Such
lower secondary educational outcomes are some of the key underlying factors of the lower educational outcomes for
tertiary levels, which impede progress in poverty and inequality reduction.

The mean educational attainment for adults (15+ years of age) is a good indicator of the stock of human capital in a
country but Mozambique has one of the lowest in the world, at 3.9 years in 2022. Mozambique ranked 47th in Africa (out
of 54) and 179th globally (out of 186) in the same year.

According to the African Development Bank (AfDB), the low quality of the labour force remains a significant issue both for
employers who are unable to engage qualified labourers as well as for promoting a culture of entrepreneurship. The low
education level has led some foreign companies to import labour. Recently, the GOM has increased the maximum quota
for employing foreign workers as a percentage of the workforce from 10% to 15% for companies with up to 10 employees,
and from 8% to 10% for companies with 11-30 employees. The quota remains unchanged at 8% for companies with 31-100
employees and at 5% for companies with over 100 workers. Recently, the GOM has been offering scholarships to its
citizens to study abroad - to acquire the required skills, especially in the extractive sector. Skills mismatches are prevalent
in Mozambique. In 2008, between 43% and 8% of the employed were underqualified for the position they held, even as the
labour market requires relatively low-skilled labour. The severe lack of skilled labour is not only for managerial positions
but also for skilled professionals such as engineers, skilled technicians and accountants.

The lack of sufficient skilled labour is, therefore, a major challenge for moving the workforce from low-paying,
low-productivity, informal and rural work to the more productive, formal sectors.

The Education scenario represents reasonable but ambitious improved intake, transition and graduation rates from
primary to tertiary levels and better quality of education at primary and secondary levels. It also models substantive
progress towards gender parity at all levels, additional vocational training at the secondary school level and increases in
the share of science and engineering graduates.

Visit the theme on Education for our conceptualisation and details on the scenario structure and interventions.
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Chart 17: Mean years of education in the Current Path and Education scenario, 2019-2043
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Chart 17 presents the mean years of education in the Current Path and in the Education scenario, from 2019 to 2043, for
the 15 to 24 age group.

The average years of education in the adult population aged 15 to 24 is a good first indicator of how the stock of
knowledge in society is changing.

The mean years of education (for adults aged between 15 and 24 years) was estimated at 6.4 years in 2023. On the Current
Path, it will increase to 6.7 years by 2043, while illiteracy will be reduced to 18.8% - about 4.4 percentage points below the
GOM targeted rate by 2043. The outcomes and benefits of improving education take decades to manifest and the more
children Mozambique can get through primary school and into secondary school now, the better.

The Education scenario increases the overall average educational attainment (for adults 15+ years) level to 6.5 years by
2043 (compared to about 6.2 years in the Current Path), this is in line with the target set by the GOM. The scenario
increases primary completion to 95.2% by 2043, compared to 84.6% along the Current Path. As a result, about 61.9% of
adults (aged 15+ years) will have completed primary school by 2043. The Education scenario also increases the number of
students who enrol and complete secondary school. By 2043, nearly 94% of age-appropriate students will enrol in
secondary school (compared to 41% in the Current Path), and 49% of students will graduate from lower secondary school
(compared to 41% in the Current Path) and 29% from upper secondary relative to 27% on the Current Path. Adults'
literacy rate increases to 83.2%, about 2 percentage points above the Current Path.
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Manufacturing scenario

Chart 18: Value-add by sector as % of GDP in the Current Path, 2019-2043
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Chart 18 presents the share of GDP for the country compared to the income group for Africa, from 2019 to 2043 in the
Current Path forecast.

The manufacturing sector in Mozambique is weak and unable to play a leading role in economic growth and development;
it is limited to small-scale processing, with its contribution to GDP declining since 2005. According to the Mozambican
Manufacturing Firms survey in 2022, only 5% of the firms are exporting. The sector accounted for about 10% of GDP, on
average, over the period 2000-2022, while the agriculture, extractive industry and services accounted for 24%, 18% and
45%, respectively. In 2023, manufacturing accounted for 12.6% of GDP below the average of 15.45% for low income
countries in Africa. On the Current Path, manufacturing will account for 23.7% of Mozambique GDP by 2043, above the
projected average of 20.7% for low income Africa.

During the interviews conducted on our fieldwork trip, many experts and economists indicated that the manufacturing
sector in Mozambique has huge potential but its performance has been hamstrung by several factors, such as weak
transport infrastructure, which prevents the connection between farmers and manufacturing firms (downstream
beneficiation), poor implementation of business regulation (officially one day is required to register a business but three
months in practice), the high cost of credit, technological delay and fierce competition from South African manufacturing
firms.

Like in other African countries, many impoverished individuals in Mozambique find themselves entrenched in
low-productivity sectors and informal service-based activities. Boosting the manufacturing sector will generate inclusive
growth by facilitating the transition of low-income individuals from these sectors to higher productivity areas. This
structural shift not only boosts incomes but fosters a positive cycle wherein the growth of productive employment,
capacities and earnings mutually reinforce one another, propelling economic expansion and poverty reduction. Expanding
more dynamic sectors can further fuel this virtuous cycle, leading to sustained growth and increased prosperity.

There is a need to enhance the manufacturing industry with strong backward and forward linkages with the agriculture,
mining and service sectors to achieve sustained growth, reduce poverty and diversify the sources of income and foreign
exchange earnings.

However, industrialisation or economic transformation is a long-term process. It requires constructive relationships
between the state that encourages and supports the private sector. Firms need a state that has strong capabilities in
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setting an overall economic vision and strategy, efficiently providing supportive infrastructure and services, maintaining a
regulatory environment conducive to entrepreneurial activity and making it easier to acquire new technology and enter
new economic activities and markets.

In the Manufacturing scenario, reasonable but ambitious growth in manufacturing is envisaged through increased
investment in the sector, research and development (R&D), and improved government regulation of businesses. This aims
to enhance total labour participation rates, particularly among females where appropriate and is accompanied by
increased welfare transfers to unskilled workers to mitigate the initial rises in inequality typically associated with a low-end
manufacturing transition.

Visit the theme on Manufacturing for our conceptualisation and details on the scenario structure and interventions.

Chart 19: Value-add by the manufacturing sector in the Current Path and Manufacturing scenario, 2019-2043
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Chart 19 presents the contribution of the manufacturing sector to GDP in the Current Path forecast and in the
Manufacturing scenario, from 2019 to 2023. The data is in US$ and % of GDP.

Under the Manufacturing scenario, the value added of the manufacturing sector is US$1.56 billion (equivalent to 1.2
percentage points of GDP) above the Current Path in 2043.
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AfCFTA scenario

Chart 20: Export and imports as % of GDP in the Current Path, 2000-2043
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Chart 20 depicts exports and imports as a percent of GDP, from 1990 to 2043 in the Current Path forecast and in the
AfCFTA scenario.

With merchandised exports accounting for over 36% and imports reaching about 70% of GDP, in 2021, international trade
really plays an important role in Mozambique's economy. Total merchandise trade represents nearly 90% of the country’'s
GDP. Mozambique is a founding member of the World Trade Organisation (WTO) and grants Most Favoured Nations (MFN)
treatment to all of its trading partners. The country has a regional trade agreement in force with SADC and has signed
bilateral trade agreements with Malawi and Zimbabwe (who are SADC members). Thus on paper, 99.6% of goods imported
from SADC members have zero tariff rates.

Mozambique also signed the African Continental Free Trade Area (AfCFTA) and ratified the agreement in July 2023. The
GOM seeks to reform its trade regulations to improve its business climate and encourage exports. Customs duties remain
high, and there are numerous non-tariff barriers in the country (such as slow customs clearance procedures).

Mozambique exports homogenous goods (mineral fuels, mineral oils and raw aluminium) and imports more of
heterogeneous goods (manufactured or processed goods). Its export composition is highly concentrated on a few primary
goods, reflecting the narrow scope of the economy. This commodity dependence leaves Mozambique vulnerable to global
commodity price shocks, creates volatility in government revenue and foreign exchange reserves and undermines
inclusive growth and development prospects.

Mozambique's trade has suffered due to the economic slowdown from the COVID-19 pandemic and, more recently, the
war in Ukraine which has resulted in rising fuel and basic food prices. Mozambique is a net importer of refined petroleum
and basic food. In 2020, Mozambique's merchandise exports contracted by 10.2% relative to 2019 due to the pandemic
but rebounded for 9.5% growth to the value of US$4.4 billion (about 31% of GDP) and accounted for only 0.8% of Africa’s
total exports in 2021.

The country’s top exports are dominated by commodity goods, with coal briquettes accounting for about 22.4% of total
exports, raw aluminium for 22%, petroleum gas (5.3%), gold (5.2%) and electricity nearly (4.4%) of total merchandise
exports in 2021. The top exported goods were mostly destined for India (15.8%), South Africa (12%), China (10.3%) and the
United Arab Emirates (5.7%).

» MOZAMBIQUE: GEOGRAPHIC FUTURES © 2024 AFRICAN FUTURES & INNOVATION PROGRAMME


https://www.tralac.org/documents/resources/infographics/2605-status-of-afcfta-ratification/file.html
https://oec.world/en/profile/country/moz

Its imports contracted by 18.5% in 2020 before rebounding to a growth of 7.1% in 2021, reflecting a trade deficit of about
US$5.3 billion (17.8% of GDP). Top imports of Mozambique were special purpose ships (14.4% of total imports), refined
petroleum (11.1%), iron ore (5.1%), cobalt oxides (3.5%) and chromium ore (3.3%). Imported products were mostly from
South Africa (23.5%), South Korea (14.5%), China (12.9%), India (8.6%) and the United Arab Emirates (4.2%).

The AfCFTA scenario represents the impact of fully implementing the African Continental Free Trade Agreement by 2034.
The scenario increases exports in manufacturing, agriculture, services, ICT, materials and energy exports. It also includes
improved multifactor productivity growth from trade and reduced tariffs for all sectors.

Visit the theme on AfCFTA for our conceptualisation and details on the scenario structure and interventions.

Chart 21: Trade balance in the Current Path and AfCFTA scenario, 2019-2043
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Chart 21 presents the trade balance in the Current Path forecast and in the AfCFTA scenario, from 2019 to 2043 as a % of
GDP.

In the Current Path, Mozambique's exports will increase to US$11.4 billion by 2043, mainly reflecting expected export gains
from increased new gas production. The value of exports will account for 23.7% of GDP in 2043 which is about 18.6
percentage points below its National Development Plan target by 2043.

Import values as a percentage of GDP will decrease to 24.6% by 2043, about 16.7 percentage points below its target. The
trade deficit will decrease to 27.6% of GDP, against the target of 1.2% of GDP by 2043. The country has incurred large trade
deficits in recent years, averaging 34.2% of GDP during 2011-2021, mainly due to high imports associated with its various
megaprojects.

The country’s trade deficit as a percentage of GDP will decline by 2.9 percentage points relative to the Current Path to a
negative 23.8% of GDP in 2043.
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Large Infrastructure and Leapfrogging scenario

Chart 22: Electricity access: urban, rural and total in the Current Path, 2000-2043
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Chart 22 presents the Current Path forecast of access to electricity for urban, rural and total population from 1990 to 2043.

Infrastructure is generally poor in Mozambique, constraining the growth and diversification of the economy. In 2022,
Mozambique ranked 44 out of 54 African countries and lowest in the Southern Africa region on the African Infrastructure
Development Index (AIDI), with an index of 13.7 out of 100.

Mozambique has one of the largest electricity generation potentials in Southern Africa and among the highest on the
continent, with the potential to become a regional hub, providing opportunities for investment and rapid socio-economic
development. Itis rich in renewables (hydro, solar, geothermal and tidal) and non-renewable (gas and coal) energy
resources with an estimated potential to generate 187 gigawatts of electricity from coal, hydro, gas and wind, with natural

gas expected to provide 44% of total grid electricity.

However, despite the potential, access to electricity remains low and the national grid is underdeveloped. In 2021 (most
recent available historical data), only 31.5% of the Mozambican population had access to electricity compared to the
average of 37.3% for its income peers (low-income Africa). Mozambique ranked 44 out of 54 African countries for domestic
electricity access in the same year.

Mozambique is a net exporter of electricity to its neighbouring countries (Eswatini, Lesotho, South Africa, Zambia and
Zimbabwe) with South Africa being the main importer. Yet, Mozambique's exploitation of energy resources for domestic
use remains limited and unevenly distributed. Equally, reliable and sustainable energy access (particularly in rural areas)
remains relatively low compared to neighbouring countries (lower than South Africa, Zambia and Zimbabwe - the
country’s importers) while urban areas suffer poor service quality. Only 3.8% of the rural population had access to
electricity in 2021, compared to the average of 22.1% for its peers in 2021. Although Mozambique’s grid has grown it is not
dense enough to supply electricity in many rural communities, where over 60% of the population lives. The main challenge
is therefore to expand the network - a task that, given the long distances and the distribution of the population over 800
000 square kilometres, will require massive investments.

Mozambique needs to substantially accelerate the pace of national electrification to reach the target set in its
development plan (2023-2043) if it is to achieve a 59.5% access rate by 2043. On the Current Path, the country’s national
electricity access rate does show improvements, reaching 55.9% of the population, about 3.6 percentage points below the
GOM target (59.5%) by 2043. Access to electricity in urban areas will increase to 87.2% by 2043 from 75.3% in 2022. Rural
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electricity access will reach 25.9% of the rural population by 2043, below the projected average of 42.5% for low-income
Africa (Chart 22).

The Large Infrastructure and Leapfrogging scenario involves ambitious investments in road and renewable energy
infrastructure, improved electricity access and accelerated broadband connectivity. It emphasises adopting modern
technologies to enhance government efficiency and the rapid formalisation of the informal sector, incorporating significant
investments in major infrastructure projects like rail, ports, and airports while highlighting the positive impacts of
renewables and ICT.

Visit the themes on Large Infrastructure and Leapfrogging for our conceptualisation and details on the scenario structure
and interventions.

Chart 23: Cookstove usage in the Current Path and Large Infra/Leapfrogging scenario, 2019-2043
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Chart 23 presents the number of people using cookstoves in the Current Path forecast and in the Large Infrastructure and

Leapfrogging scenario, from 2019 to 2043.

Due to the limited access to electricity, many households rely on firewood and charcoal (traditional cookstoves) for energy.
Currently, about 90% of Mozambicans use charcoal for cooking, damaging their health through inhaling smoke and
contributing to deforestation.

If this scenario were implemented, the proportion of households using traditional cookstoves could decline from about
90% in 2023 to about 50% in 2043 (about 16 percentage points below the Current Path in 2043). The share of households
using modern cookstoves will increase from 6% in 2023 to 47% in 2043, compared to 30.6% on the Current Path in the
same year. These findings imply that increasing access to energy/electricity and/or off-grid renewable energy solutions,
especially in rural areas, could contribute to forest protection and reduce emissions by shifting households away from
traditional cooking methods to modern ones.
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Chart 24: Access to mobile and fixed broadband in the Current Path and Large Infra/Leapfrogging scenario, 2019-2043
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Chart 24 presents the % of the population and number of people with access to mobile and fixed broadband in the
Current Path forecast and in the Large Infrastructure and Leapfrogging scenario, from 2019 to 2043. The user can toggle
between mobile and fixed broadband.

Although Mozambique's digital infrastructure is still far from reaching universal access, it has undergone rapid evolution.
In 2020, only 16.3% of the population had internet access and nearly 15.5 million mobile subscriptions (corresponding to
about half of the population) in 2020. The impact of the COVID-19 pandemic led companies and users to move to online
platforms and remain sustainable through the pandemic by establishing remote work systems.

Mobile broadband subscriptions per 100 people in Mozambique stood at 20.8, compared to an average of 27.2 for
low-income Africa and 41.7 for the Southern African Development Community (SADC) in 2022. By 2043, mobile broadband
subscriptions per 100 people on the Current Path will reach 107 compared with 110 in the Large Infrastructure and
Leapfrogging scenario.

Fixed broadband provides faster Internet access speeds with more secure connections and is important for the
high-value-added service sector. Fixed broadband penetration in Mozambique is strikingly low, with a subscription rate of
0.06 per 100 people, below the low-income African countries average of 1.1 and 4.1 for SADC. On the Current Path, fixed
broadband subscriptions for Mozambique will be 24 per 100 people by 2043 compared with 36 per 100 people in the
Large Infrastructure and Leapfrogging scenario.
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Financial Flows scenario

Chart 25: FDI, foreign aid and remittances as % of GDP in the Current Path, 1990-2043
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Chart 25 presents the trends in FDI, aid and remittances as a % of GDP, from 1990 to 2043.

Mozambique is a significant recipient of foreign direct investment (FDI) and official development assistance in Africa. For
two decades after the civil war, Mozambique emerged as a favoured recipient of donors' support, receiving 10 to 15% of
total FDI inflows into sub-Saharan Africa. Much of this FDI has financed large projects in the extractive industry with limited
connection with the broader domestic economy.

Mozambique has benefited significantly from extensive development cooperation and Official Development Assistance
(ODA), notably from key contributors such as the United States. Based on findings from a Congressional Research Service
Report, Mozambique received an average annual aid of US$452 million from the US Government between 2016 and 2018
aimed at supporting primary healthcare services, acquiring essential medical infrastructure, and facilitating the training of
healthcare professionals. The report further highlighted that international aid to Mozambique, spanning from 2008 to
2017, averaged US$1.96 billion annually, positioning Mozambique as the 15th highest recipient of global aid from the
international community.

These substantial FDIs and ODA inflows facilitated Mozambique's sustained, rapid post-civil war economic growth and
political stability. In reaction to the 2016 clandestine loan, estimated at US$2 billion, donors that provided budget support
including the IMF, united in cutting off financial aid to the government and demanded independent inquiries into the
debts. Concessional lending from international financial institutions became limited, with ODA falling from 17.5 to 12.4% of
GDP between 2013 and 2018. FDI dried up as international investors lost confidence. With almost half of the yearly
national budget derived from donor funds, a suspension of aid impacted the country’s economic stability significantly. The
Metical (domestic currency) depreciated drastically, inflation surged to 17.4% by the end of 2016 and fiscal space narrowed
markedly. Mozambique's external public and publicly guaranteed debt ballooned from 61% of GDP in 2016 to 104% in
2018 and the country inevitably defaulted on its debt in 2016. As a result, credit rating agencies downgraded the sovereign

to selective or restricted default and the World Bank and the IMF re-classified Mozambique's external debt to ‘in distress'.[
10]

On the Current Path, the average aid flows to Mozambique will be about 12.5% of GDP over the period 2023-2043 while
the average FDI inflows will be about 16% of GDP over the same period.

Remittances play an important role in mitigating poverty in Mozambique as remittances from migrant workers (mainly
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from South Africa) are important sources of revenue for some families. The average value of remittances for Mozambique
over the period 2005-2002 was US$94.4 million with a minimum of US$8 million in 2005 and a maximum of US$278.2
million in 2021. The value of remittances in 2022 (the latest available data) was US$160.9, equivalent to 1.69% of GDP.

In addition to their contribution to poverty reduction and human development, remittances tend to be less volatile to
economic downturns than FDI and other types of capital flows and hence help boost foreign exchange reserves. Efforts
should therefore be made to offer cheaper and faster ways for remitters to send money to their relatives in order to boost
remittance inflows into the country.

Like many other countries, Mozambique experiences illicit financial flows (IFF). It is estimated that between 2005-2014,
10% of total government revenue left the country iIIicitIy.[1 TThisis a deeply worrying reality given that there is a proven
link between the extent of natural resources a country has and the magnitude of IFF. Given how weak governance controls
in Mozambique actually are, research illustrates that an enabling environment is actually created for IFF to flourish in the

country.l'?]

An increase in foreign financial flows can bring considerable economic benefits to Mozambique and reduce its persistent
balance of payment difficulties. The Financial Flows scenario represents a reasonable but ambitious increase in inward
flows of worker remittances, aid to poor countries and an increase in the stock of foreign direct investment (FDI) and
additional portfolio investment inflows. We reduce outward financial flows to emulate a reduction in illicit financial
outflows.

Visit the theme on Financial Flows for our conceptualisation and details on the scenario structure and interventions.

Chart 26: Government revenue in the Current Path and Financial Flows scenario, 2019-2043
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Chart 26 presents government revenue in the Current Path forecast and in the Financial Flows scenario, from 2019 to
2043. The data is in US$ and % of GDP.

In the scenario, government revenue increases across the forecast horizon to reach US$22.4 billion in 2043, US$6 billion
larger than the Current Path in the same year (Chart 26).

Several pathways might explain the positive association between capital inflows and government revenue. The first is
direct because the GOM relies heavily on donors for its budget. More aid means more revenue for the GOM to provide
public services. Another is indirect: higher inflows are associated with higher tax revenue because foreign direct investors
tend to have good tax compliance habits or are subject to natural resource taxes. Higher inflows are also associated with
higher economic growth and, therefore, higher government revenues.
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Governance scenario

Chart 27: Government Effectiveness score in the Current Path, 2002-2043
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Chart 27 presents the Current Path forecast of Government Effectiveness comparing the country to the average for the
Africa income group, from 1990 to 2043.

Good governance is key to economic progress. Greater security and stability at the national level create an enabling
environment for domestic and foreign investment. It creates conditions in which governments can pursue effective,
sustainable development strategies. Good governance and security cut across all sectors; they create incentives and
confidence for investment and innovation. Good governance is crucial for the efficient use of public funds for development
and improving the well-being of the population.

Poor governance remains at the root of many citizens' frustrations and grievances among various groups in the country;
civil service capacity is low, and the perception of financial corruption by Mozambique's political elite is high, as evidenced
by the 2016 clandestine loan. Despite strong economic growth, many Mozambicans feel left behind in the country’s
development, and the growing discontent within the young population is a concern for the country’s long-term democratic
stability. According to the 2022 Ibrahim Index of African Governance (IIAG) report, overall governance in Mozambique has
deteriorated over the last decade. The country ranked 26th of 54 African countries on the Index, with a score of 48.6 out of
100, lower than the regional average for Southern Africa (54.2).

Corruption indicators have been progressively deteriorating in Mozambique. During our interview with the civil society in
Maputo, one participant indicated that corruption is 'the single biggest obstacle to the country’s future.’ According to the
2022 global Corruption Perceptions Index (CPI) by Transparency International, Mozambique, with a score of 26 out of 100,
occupies 142nd position out of the 180 countries surveyed, compared with a score of 31 in 2012. This is in line with
findings from other governance and perception of corruption indices, including the survey of business leaders by the
World Economic Forum. On the Current Path, the score for Mozambique on the CPI will be 3.1 out of 10 or 31 out of 100 in
2043, on par with the average score for low-income African countries but below the target of 51 out of 100 in the National
Development Strategy in the same year.

The high level of corruption in Mozambique undermines government effectiveness in service delivery. In IFs, the
governance effectiveness index by the World Bank is rescaled to 0 to 5 (with higher values corresponding to better
outcomes) instead of from 2.5 to 2.5. With a score of about 1.7 out of a maximum of 5 in 2023, Mozambique ranked 31 of
54 countries in Africa in terms of government effectiveness. A patronage political culture that often relies on the provision
of benefits and public goods in exchange for political support and weak institutions are some of the underlying factors of

this progressive deterioration in governance and corruption in Mozambique.m]
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An increasing body of literature shows that weak governance and corruption severely hamper economic performance and
development. Good governance will therefore be crucial for achieving the objectives of the National Development Strategy
(2023-2043). In the National Development Strategy, the operationalisation of the governance pillar will focus on
transparency, democratic participation, efficiency in public administration, modernisation, responsibility and the fight
against corruption, creating an environment conducive to investment and sustainable development.m]

This scenario assumes better governance: stability, capacity, and inclusion. It measures a state’s progress using the
average of these three indices. To this end, it includes an index (0 to 1) for each dimension, with higher scores indicating
improved outcomes.

Visit the theme on Governance for a full conceptualisation and details on the scenario structure and interventions.

Chart 28: Composite governance index in the Current Path and Governance scenario, 2019-2043
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Chart 28 presents the composite governance index for the Current Path versus the Governance scenario, from 2019 to
2043.

Mozambique has a long history of military and political instability. In recent years, the country has dealt with armed
conflict and insurgency, particularly in the northern province of Cabo Delgado, where militant Islamist groups have been
active. Yet, it has consistently conducted multiparty presidential, parliamentary and provincial elections since the end of
the civil war in 1992. Tensions remain between its three main political groups: the Front for the Liberation of Mozambique
(Frelimo), the Mozambican National Resistance (Renamo), and the Mozambique Democratic Movement (MDM), and the
quality of the elections has deteriorated over the years. Discussions with experts during our field trip highlighted that the
quality of democracy in the country has been deteriorating along with the decline in the rule of law in recent years. The
political environment is highly polarised; institutions are weak and instrumentalised by political parties, while
decentralisation, which was supposed to improve public service delivery rather, serves to accommodate political interests.

On the Current Path, governance indicators will improve slightly by 2043 compared to their levels in 2023 but will remain
below the averages for Southern Africa.

Mozambique performs poorly in capacity compared to other dimensions of governance, reflecting the weak government
revenue and government effectiveness, high corruption, and poor regulatory quality. On the Current Path, Mozambique
will make progress in all three dimensions of governance (security, capacity and inclusion). As a result, the country's score
on the composite governance index, which is a simple average of the three dimensions of governance mentioned above,
will be about 20% higher in 2043 than its level in 2023.
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Under the Governance scenario, Mozambique's score on the composite governance index will improve by about 30% over
the period 2023-2043 compared with 18% on the Current Path over the same period.
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