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Figure 14: Percentage distribution of graduates at Eduardo Mondlane University (in %) 

  
Source: UEM (2007).  

While young graduates and government plans report unemployment as one of the main social issues, 
high growth industries claim that they are failing to employ the right people. AIMO (2010) found 
that local industries’ needs ranged from general positions, such as administrative workers, 
accountants and budgeting officers, to specialized ones, such as certified welders, mechanical 
engineers and workplace safety and hygiene specialists. It is being hard for industries to find the 
appropriate and internationally certified technical skill in a labour market dominated by people 
without qualifications, holding secondary school grade or social science degrees. 

In order to attract the private sector to the process of building a qualified labour force, the 
government enacted a new investment code prescribing fiscal incentives for those companies 
investing on training. So far, however, the results have been limited. Due to the relatively weak 
judicial system and constraints related to the flow of information regarding training opportunities for 
indigenous businesses, companies are reluctant to train their own manpower (AIMO 2010). 

In order to remain productive, industrial firms are forced to allocate more resources than necessary 
in retraining new employees. Alternatively, they employ costly expatriates or retired personnel. In 
such an environment only few industries successfully sustain business relations with high-income 
local and overseas market segments. 

For the domestic industries the final consequences of the relative scarcity of qualified manpower are: 
(i) reduced flow of investment partners; (ii) inability to access and explore highly remunerated 
projects; (iii) specializing the local industries on the low end of the market segment; and (iv) 
increased market power for those companies (few and foreign-owned) with the necessary capital for 
hiring employees worldwide. 
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4.8 Financial system 

Mozambique’s financial system has made significant progress since the introduction of PRE in 1987. 
The number of banks went from three at the beginning of the PRES to 18 in March 2012. The 
country got its first stock exchange in 1999. The number of insurance and microfinance institutions 
has also expanded. As a result, financial savings, captured by the volume of term deposits tripled 
from 9.1 per cent as a percentage of broad money (M3) to 31 per cent in 2008 (Navalha 2009). 

For local industries, this success did not improve access and the availability of funds, particularly for 
long-term investment (ANEMM 2000; AIMO 2010).  

The liberalization of the financial sector has in fact increased demand for collateral and raised 
interest rates, alienating those companies who cannot comply. The local entrepreneurs, in particular 
industrialists are affected twice as a result. They cannot invest in long-term projects because they 
lack financial capacity to pay for project insurance and long-term credits are the scarcest input in the 
market. The poor access to finance for production purposes is grounded on the following factors 
discussed below. 

Business environment constraints refer to the weaknesses associated with property rights protection 
and financial sector structural limitations. The judiciary system remains weak in the enforcement of 
financial transactions. Property rights bureaus operate below desirable level of efficiency and the risk 
management agencies are still in their early stages, having access to human capital among major 
limitations. They are also unable to generate the relevant information about the risk profile of 
customers and related property rights. Overall, their coverage is deficient. 

The availability and access to the necessary project finance is constrained by: (i) banking sector 
market concentration; and (ii) low levels of financial savings in the face of high public sector 
demand, with deposits to credit ratio reported to be below the average for SSA (IMF 2010). Among 
183 economies, Mozambique is 127th on access to finance, behind Angola, Mauritius, Tanzania and 
South Africa, which is placed 2nd in SSA (World Bank 2011).  

Recent Bank of Mozambique policy measures were meant to improve the state of economic 
conditions in Mozambique. In the last five years the reduction in the capital requirement ratio led to 
the emergence of new financial institutions, hence increasing financial inclusion. It also led to 
financial innovations, particularly within the microfinance segment, with indirect effects on interest 
rates and the degree of competition. 

The challenge of a more targeted intervention with a view to support sustained growth of 
Mozambican entrepreneurs and long-term investment, however, still remains (ANNEM 2000; 
AIMO 2010). The gap between deposit and credit interest rate has diminished but it remains high by 
SSA standards. Recent interventions by the monetary authorities led to additional reductions, but it 
is unclear how long it will take to significantly improve the situation.  

A recent study by the Bank of Mozambique (Banco de Moçambique 2007) reports limitations on the 
central bank transmission mechanism. There is a small correlation between the central bank 
rediscount rate and commercial banks interest rate. This is most likely the result of market 
concentration, associated with the limited degree of secondary market interactions and the 
possibility of profitable overseas banking businesses. The possibility of using other instruments, 
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such as government bonds and the stock exchange would open space for improvements, but this 
still remains a long-term objective due to the low level of capital market development. 

4.9 Business management 

Management practices within the local companies are weak, reflecting historical factors: the massive 
post-independence exodus; the state intervention in the second half of the 1970s and mid-1980s; 
and the privatization of state assets in the context of a liberalized economy afterwards. The overall 
effects of colonialism and attempted socialism were the underdevelopment of indigenous 
capabilities, fractured logistics and limited market intelligence.  

When a market-friendly approach surfaced, business management capacities were a scarce resource 
and continue to remain relatively weak now. Among the local entrepreneurs, financial management 
practices, accounting and corporate governance are generally poor, increasing the banks’ perceived 
risks of lending to the local business community (Marrengula et al. 2012).  

Changing this requires both short-term and long-term measures to support training of manpower. In 
line with this sentiment, the government has supported the emergence of mid-level and higher 
education institutions geared towards the study of business and management. Nonetheless, there are 
concerns about the competency of their graduates, partly due to the low level of investment on 
teachers.  

4.10 Technology 

Mozambique has not taken advantage of technological innovations worldwide. This is visible in the 
World Economic Forum technological performance indicator, where the country is ranked 116th in 
the world, below South Africa, Botswana, Namibia, Zambia and Lesotho (AIMO 2010; World 
Economic Forum 2010). 

Mozambique’s poor performance is a result of the following factors: (i) reduced degree of 
absorption of new technology associated with the lack of skills; (ii) low levels of innovation, (iii) 
weakness in protecting intellectual property rights; and (iv) reduced private sector investment in 
research and development, due to its relatively small-size and undercapitalization (ANEMM 2000; 
AIMO 2010). 

Indeed, the government industrial strategies for the period from 1997 to 2012 flagged this issue, 
pointing out the technology gap as one of the main factors behind the indigenous companies’ 
inability to compete. The strategy called for urgent measures, but in a recent survey, AIMO (2010) 
found that the situation has not changed despite the fact that the implementation period of the 
industrial policy and strategy paper is reaching its end. Over 62 per cent of the companies surveyed 
in the course of the AIMO 2010 study had not made major acquisitions of new technologies since 
the 1990s, their machinery was over 20 years old and they were finding it hard to maintain and 
replace spare parts (ANEMM 2000; AIMO 2010). 

There are several reasons for the reported situation. Around 42 per cent of the surveyed companies 
complained about the lack of finance and the costs of acquiring new technology; 17 per cent 
reported their inability to access skilled labour as the main constraint; while the inability to compete 
in the market (14 per cent), lack of support services (11 per cent), market information gaps on new 
technologies (9 per cent) and import procedures constraints (6 per cent), constitute the remaining 
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factors. Only one company reported to have had access to new technology due to its ties with 
foreign investors. It is this linkage that it is believed generally ensures ready access to new 
technologies and allows for constant upgrading and maintenance in a Mozambican context (AIMO 
2010; Marrengula et al. 2012). 

5 Conclusion 

Mozambique post-independence industrial development background can be divided in two phases. 
The first 11 years of the socialist experiment came with strong state activism, a destructive war and a 
failed economy. This was indeed a lost decade for industrialization. The country failed to sustain and 
maximize the gains to industry that resulted from the colonial era active industrial policies. The 
country lost export markets and the industrial base. When it became a member of the World Bank 
and the IMF, the industrial sector was in a collapse state, with redundant workers, outdated 
equipment and frequent break downs. 

The introduction of liberalization measures, starting in 1987, a new constitution in 1990 and a peace 
agreement in 1992, brought new economic opportunities and access to donor funds. This was 
indeed the beginning of the second phase, with a growing economy and the emergence of new 
industries. In the last 20 years the country average growth rate is estimated at 7 per cent. 

Recent government industrial policy interventions follow a typical liberal approach, relying on the 
private sector to steer economic growth and the state with a hands-off stance until 2004 and a more 
pro-active role since 2005. On both of these sub-periods, the public sector role has been perceived 
as a provider of enabling an environment for the private sector, with drawbacks and advantages. 

The main drawbacks were a hands-off approach from 1994 onwards and an oligopolistic approach 
worsened after 2005. The extreme liberal approach regarding the industrial sector from the 
government elected in the first multiparty elections in 1994, led to a significant deindustrialization of 
cashew nuts, food processing (tomato, fruit juices, milk products, wheat and other cereal products), 
textile, construction materials, chemical, metallurgical and equipment branches. At the same time, 
other processing branches were expanding, like beverages, grain milling, sugar, tobacco, cement, 
tyres.  

At this stage, licensing procedures ensured that selected interests linked to the winner party 
conditioned the private investment on their representation in the social capital of the created 
companies. This tradition became acute and centralized to a limited number of interests after 2004. 
At the same time, public companies or enterprises with public capital ensured management places 
for this oligopoly.  

Two consequences derived from this approach: there was a marginalization of thousands of 
potential local entrepreneurs, among young people and others, from business opportunities in 
industry; manufacturing expansion lost momentum after 2004. The construction sector developed, 
but failed to create larger local companies to participate in the booming infrastructure phase. 
Although most of the sectors were growing, the economy became dominated by a profitable 
financial sector of banks and insurance companies, as well as large public natural monopolies and 
opportunistic large construction and commercial companies. 
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On the advantages side, with the implementation of the first and the second industrial policy and 
strategy papers from 1997 and 2007 and other policy instruments, the country has moved to a new 
stage of pseudo-industrial development. It has managed to establish and run, with relative degree of 
success, some of the necessary institutions for sustaining existent industrial companies. These 
include: (i) the Beluluane export processing zone, hosting the Mozal smelter project and its 
suppliers; (ii) The Nacala special economic zone; (iii) the Institute for the Promotion of Micro, Small 
and Medium Enterprises (IPEME); (iv) the statute for micro, small and medium enterprises; (v) the 
district development fund; (vi) the Maluana technology park; and (vii) a one-stop electronic window 
for clearing imports.  

Global players are investing billions of dollars for exploitation of mineral resources, including coal, 
gas, iron and gold. The reserves of identified coal and gas put Mozambique among the top potential 
world producers. There is also evidence of efforts to invest in developing the national standard and 
quality control framework as well as the country skill and entrepreneurship profile. The number of 
vocational schools increased from 36 in 2009 to 44 in 2012.  

Liberalization, however, exposed the domestic industry to the winds of globalization. To be 
successful a number of challenges need to be addressed, including: (i) skills development; (ii) 
improving the access to financial resources; (iii) improving the access to technology; (iv) improving 
the access to cheaper and more reliable electricity and water; (v) fine tune tax policy; (vii) improve 
regulations and practices for both imports and exports. 
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