
*30001547434573*

11111111111111111

 https://etd.uwc.ac.za/



THE STRUCTURAL ADJUSTMENT PROGRAMME A~FOOD~ECURITY IN
MOZAMBIQUE - A CASE STUDY 0 RODUCTION CENiIVES IN THE

TRADITIONA AGRICULTURAL S CTOR

By

Armindo Elias Ubisse

A Research Report submitted to the School of Government, Faculty of Economic and
Management Sciences, University of the Western Cape, in partial fulfilment of the
requirements for the Degree of Magister Public Administration.

 https://etd.uwc.ac.za/



-
UNIVER8ITBT V~ WEI· KAAPa.AND

BI9I.!IOTEEK

ó~JbC9bl9 U&
LIBRARY

UNIVERSITY Of THf W!8TERN CAPE

 https://etd.uwc.ac.za/



Declaration

I declare that this Research Report is my own, unaided work. It is being submitted for the
Degree of Magister Public Administration at the University of the Western Cape.

I further testify that it has not been submitted for any other degree at the University of the
Western Cape or at any other University or institution of higher learning.

Armindo Elias Ubisse

Cape Town, March 31, 1999.

 https://etd.uwc.ac.za/



Abstract

THE STRUCTURAL ADJUSTMENT PROGRAMME AND FOOD SHORTAGE IN
MOZAMBIQUE - A CASE STUDY OF PRODUCTION INCENTIVES IN THE

TRADITIONAL AGRICULTURAL SECTOR

By

Armindo Elias Ubisse

Mozambique has inherited from colonialism a backward agricultural sector based mainly
in plantations of export crops, dominated by white settlers and a handful of foreign
companies. Production of food crops, especially maize (which constitutes the main cereal
food for the population), was mainly undertaken by the traditional agricultural sector.

Combined events, from central planning of production to war and natural disasters, have
made unsuccessful the governmental objectives of modernising the agricultural sector
and making it more productive, in order to ensure a normal food supply, leading to a
permanent situation of food shortage.

The "free market" economy introduced in 1987 under the Structural Adjustment
Programme (SAP), brought very little progress in terms of food crop production, leaving
the country reliant on continued foreign food aid and imports. Recent studies of problems
of low agricultural output in general and on the SAP performance in particular, have
shown that the private sector, which is benefiting from SAP's investments, is biased
towards cash crop production. The traditional agricultural sector, the biggest food
producer in Mozambique, is facing integration problems into the new "free market"
economy. This study has attempted to clarify the problems, which lie behind the
difficulties in market integration of this sector of national agriculture. This is of particular
importance, especially in this crucial moment of the ongoing regional food security
project, within Southern African Development Community.

The study has produced evidence of a lack of appropriate incentives within the traditional
agricultural sector under SAP, mainly with regard to the marketing network and buyer of
last resort in case of market failure. This includes absence of road facilities, rural shops
and respective goods and commodities of interest to the peasantry. The study showed also
that it is important to regulate commercialisation of food aid and food import, to ease the
market for food crops locally produced. This could enable a gradual integration of rural
markets. Conscious that the lack of the above-mentioned incentives may not be the only
explanation for the persisting food shortage, I therefore suggest further research on the
topic on appropriate incentives for the traditional agricultural sector, given its fragility
and vulnerability within the free market economy.
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Chapter 1

1.0 Introduction

" .. , it is generally accepted that there has not been any significant improvement in

nutritional conditions in the rural areas despite peace. There is some evidence that

malnutrition has increased during the last few years, and most of the population

have food reserves of less than four months, with almost 60 per cent of the

population having no food reserves." (Hanlon, 1996, quoting the 1995 World

Bank Report on Mozambique).

Following the collapse by the 1980's of the agricultural sector in post-independent

Mozambique due to a combination of factors (which I will discuss in the following

chapters), it was widely believed that the adoption of policies aimed at creating a free

market economy could reverse the situation. Since independence, agricultural policies

that had been implemented had not had the envisaged positive effects of promoting a

recovery of production, and as result food shortages began to be a major concern in most

areas of the country, from cities to rural zones.

It was against this background that the Mozambican government started the

implementation of the Economic Rehabilitation Programme in 1987, known in

Mozambique by its Portuguese acronym PRE (Programa de Reabilitacêo Económica),

under the supervision of the IMF and the International Bank for Reconstruction and

Development (the IBRD/the World Bank). The agricultural sector was one of the most

important targets of the programme, since the elimination of food shortages affecting the

country and the increase of agriculture exports was a priority. According to Tschirley and

Weber (1994: 159), "the central premise of the programme was that the economic decline

could be halted and reversed through macroeconomic and sectoral reforms which

removed price distortions, improved price incentives for agricultural producers, and

eliminated regulatory barriers to the emergence of efficient and effective markets". In the

agricultural sector, key objectives, according to the same authors, included "increasing
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smallholder production and marketed surplus of food, and reintegrating smallholders into

cash crop production schemes" (ibid., 1994: 159).

Implemented under adverse conditions of the war between the government and the

Renamo's rebels, the performance of the Structural Adjustment Programme (SAP)! could

not be properly evaluated in its first five years. In October 1992 a peace accord was

signed between the government and Renamo, allowing the return of displaced people to

their zones of origin in rural areas. Nevertheless, agricultural output did not improve

according to expectations, and food shortages continued. The programme has been

unsuccessfully running for more than eleven years now, six of which under peace

conditions. In Mozambique, where a modem agriculture based on big farms is still to

come, the smallholder sector is the key player in food production, being responsible for

more than 60 per cent of overall food crops production of the country.

Empirical evidence suggests that, despite the overwhelming importance of the traditional

agricultural sector, SAP has paid little attention to it, as far as the incentives for

production is concerned.

The remarks made on the World Bank Report by Hanlon (1996) and quoted above

confirm the poor performance of the overall SAP agricultural policy, particularly its

assistance strategy to the smallholder sector.

1.1 Statement of the Problem
Mozambican agriculture is mainly based on the smallholder sector. Deterioration of

agricultural output in this sector under the Structural Adjustment Programme, which has

being implemented since 1987, raises critical questions about the appropriateness of the

SAP's incentives policy for peasant marketed production in general, and food crops

production in particular.

1 This is the common designation of all the economic restructuring programmes designed and implemented
by the International Monetary Fund (IMF) and the International Bank for Reconstruction and Development
(IBRD/the World Bank), in countries facing difficulties in meeting their international financial obligations.

2
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More than 70 per cent of Mozambican population depends on agriculture for their

livelihood, practicing subsistence agriculture. It is my perception that a process of

building up food crops' production capacity in Mozambique can only be successfully

carried out taking into account the importance of the smallholder sector.

Elimination of famine and dependence from foreign food aid, as well as a gradual

creation of food security in Mozambique, is a pre-requisite for the normalization of lives

of millions of Mozambicans after the war that devastated the country for almost two

decades. This assumes particular importance especially now that the Southern African

Development Community is carrying out a regional food security project, which aims to

eliminate famine in the entire sub-continent.

In the light of the apparent failure of the SAP in building up food crop production

capacity in the country, I will argue in this study that this is due to the lack of appropriate

incentives in the SAP's agricultural policy. The basic problem to be investigated is: is the

SAP agricultural policy a viable strategy, given the historical, social and economic

development of the country? For the smallholder sector, what ~e the pros and cons of

the SAP strategy? More specifically, there are four major issues to be investigated in this
r

study, with regard to SAP: a) what is the Structural Adjustment Programme's policy for

the smallholder sector in Mozambique? b) what are the incentives the smallholder sector

receiving from SAP? c) what is the government policy towards the smallholder sector?

and d) what alternative strategies can be envisaged?

1.2 Research Objectives
This study has three main objectives:

a) to identify the relationship between the Structural Adjustment Programme

and the performance of smallholder sector in Mozambique, particularly

with regard to production of food crops;

3
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b) to understand the reasons why the smallholder sector did not improve its

performance under the Structural Adjustment Programme, despite the

peace situation in Mozambique; and

c) to identify and discuss the incentives that currently characterise the

smallholder sector, and appropriate changes in these incentives which are required

. for an expansion of production.

1.2.1 Specific Objectives
The specific objectives of this study are the following:

a) to identify factors affecting smallholder sector production, within the

framework of the ongoing Structural Adjustment Programme;

b) to identify forms of government intervention in the smallholder sector that

can ensure increase of production and secure a gradual elimination of food

shortage in Mozambique;

c) to explore new options for creating a sustainable smallholder sector's

growth, given the existing potential; and

d) to make a contribution to a redefinition of the role of smallholder sector in

the Mozambican economy, within the broad context of national

agricultural transformation.

1.3 Limitations of the Study
The study is based mainly on bibliographic research, and relies on secondary sources.

Furthermore, the lack of reliable statistical data on production by the traditional

agricultural sector separated from statistics for the agricultural sector as a whole created

difficulties in assessing production trends for the traditional sector in a more

comprehensive way. These factors constitute the major limitations of the study.

1.4 Organization of the Study
This Study is organized in seven chapters. Chapter One is dedicated to a general

introduction, a presentation of the problem to be studied and the objectives of the study,

4
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as well as the limitations of the study. Chapter Two presents the methodology followed in

the research. Chapter Three briefly provides an overview of the smallholder sector in

Mozambique, from the colonial period to date. A brief history of Mozambican agriculture

in general is also presented. Chapter Four presents theoretical considerations and an

analytical framework. Chapter Five discusses the performance of the Structural

Adjustment Programme vis-á-vis the smallholder sector in Mozambique, on the basis of

available data and empirical evidence in the recent agricultural history of the country in

recent years. Chapter Six deals with factors affecting the growth of the smallholder

sector. Finally, chapter Seven presents the major findings of the study, and

recommendations are made on the basis of the conclusions reached; suggestions are also

made for future research.

5
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Chapter 2

Methodology

2.0 General Character of the Study
This work is mainly an exploratory study within a critical perspective. It is based on both

empirical observations and a review of various studies of the Structural Adjustment

Programme in Mozambique and its results in the agricultural sector in general, and the

smallholder sector in particular. On one hand, the analysis covers the entire agricultural

smallholder sector across the country; here research was based essentially on a review of

the relevant literature and related materials. On the other hand, within the same

framework, a limited amount of fieldwork was conducted, consisting of informal

interviews with randomly selected peasants and their representatives in two selected

agricultural areas with smallholder production in Gaza province, namely in Limpopo and

Guijá districts. No statistical techniques were used to analyse the results of such

interviews, since these were not relevant for the purpose of the study, which was

basically to gain some insights on the perspectives of household members, and on their

perceptions of priorities as far as the incentives for production are concerned.

In the Limpopo district the geographical area of interviews was Chokwe, an area with a

relatively high population density, living basically from agriculture. In Guijá district

interviews were conducted in Nalazi, a rural area whose population lives exclusively on

the basis of agriculture, located about 50 km from the capital of the district (Guijá).

Interviews in these two districts aimed to assess the problem of incentives for the

smallholder sector and related aspects of food crops production. My starting point was

that there could be a differentiation in the incentives of smalholder cultivating land with

an irrigation system, (also known as wetland cultivation) and these cultivating land

without an irrigation system, (so-called dry land cultivation).

6
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2.1 Procedures
The study collected and analysed both primary and secondary data. On the basis of a

review of the available literature I drew up tables of agricultural production data, showing

the evolution of smallholder sector marketed production in a comparative perspective. In

the later stages of the study I conducted interviews in the previously mentioned districts,

to complement the existing information on the incentives characterising the sector, as

well as to get some insights directly from those affected by the SAP's agricultural policy.

For this purpose, about forty households in each area were interviewed.

2.1.1 Use of AvailableData
Available data regarding the smallholder sector in Mozambique can be divided into two

distinct periods of the history of agriculture in Mozambique, namely the colonial period,

and the post-independence period, each showing markedly different patterns. Yet, the

post-independence period can be further divided into two sub-periods, comprising the

first years of independence until 1987 (dominated by "statization" and "socialization" of

agriculture), and from this year on (dominated by free market economic reforms under

the Structural Adjustment Programme).

In the light of the different agricultural policies pursued during the above-mentioned

periods, the use of available data aimed to assess the performance of those policies, from

the colonial period to date, by comparing statistics of agricultural production. Three

products were selected to serve as the basis for measuring the performance of the SAP in

the smallholder sector, namely maize, rice, and groundnuts. This choice took into account

the nutritional habits of the Mozambican population.

2.1.2 Interviews
The bibliographic research described aimed to highlight certain aspects of the

performance of the Structural Adjustment Programme, when compared with other

policies in the recent agricultural history of Mozambique, particularly with regard to the

smallholder sector, as well as to locate the criticism of the SAP policy. To complement

the secondary data, I carried out field research, consisting of interviews of members of

7
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forty households earning their living on the basis of agriculture, in Chokwe and Nalazi.

Questions asked in the local language (Tsonga) were directed to the issue of the

incentives that each household member perceived to apply to the production of food

crops. The interviewees were also asked to outline the incentives that applied in the past,

i.e., from the colonial period to independence, as well as in this phase of implementation

of the Structural Adjustment Programme. A typical questionnaire for this purpose is

reproduced in Appendix I. In an open and informal atmosphere, all the selected

household members participated in the interviews, supplying detailed information on the

incentives, and their concerns in today's agriculture setting.

The participation of the two groups of smallholders in interviews, was of paramount

importance to the research, because it clarified the perception that I had at the beginning

of the study, regarding the different kind of incentives facing rural households. These

vary depending on their geographical location, i.e., soils in irrigated land and soils

located in dry land. Very often, the critical literature on Mozambican agriculture does not

distinguish between the two.

8
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Chapter 3

An Overview of Traditional Agricultural Sector in Mozambique

3.0 Introduction

The concept of a traditional agriculture sector' is associated with the size of the farm, the

technology used for land cultivation, and the main goal of production. According to

Carvalho (1969: 13), the term traditional agriculture "expresses the various forms of

land exploitation by autochthon population less developed, and under minimum influence

of factors strange to its environment". The goal of production, (mainly of food crops with

few exceptions) is family consumption, and only a small surplus is marketed. In the

following paragraphs I briefly present the history of agriculture in Mozambique, as a

background for a better understanding of the reasons that have led to the prevalence of

traditional agriculture in Mozambique, as opposed to commercial agriculture.

Mozambique has a surface area of 799 380 square km, a population of 15.7 million of

inhabitants, and a population density of 20 people per square km (1997 population

census). The traditional agricultural sector accounts for about 95% of the cultivated total

area of the country, involving about 3, 4 million rural families. lts importance can only be

understood by revisiting the colonial history of Mozambique. In the next sections of this

chapter I briefly present the historical context in which the sector emerged and

consolidated itself as a leading food crops producer in the overall economy, both during

colonial period, and later after independence.

3.1 The Background

The history of Mozambican agriculture can broadly be divided into three major periods,

which coincide with the history of the country. The first period starts with the colonial

occupation of Mozambique by Portugal in the fifteenth century (which only became

effective by the nineteenth century), and lasted until 1974, the year of the Lusaka Accord

which put an end to colonialism in the country. The second starts in 1975 and terminates

9
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in 1986, with the abandonment of the socialist policies adopted after independence. And

finally, the third period commences in 1987 with the adoption of a free market economy

and subsequently, the implementation of the Economic Recovery Programme.

Although different agricultural programmes characterize the three periods, they have as a

common feature the absence of recognition of the traditional agricultural sector as an

important factor for development and the elimination of food shortages in the country,

especially in rural areas. The following sections of this chapter summarise these three

periods of Mozambican agriculture history.

3.1.1 Colonial Agriculture
Predominance of the traditional agricultural sector can be traced back to the origins of

Portuguese colonialism in Mozambique, and the absence of economic development,

particularly the lack of investment in the agricultural sector as a whole.

The first Portuguese settlers in Mozambique in the early sixteenth century were poor and

the colonial authorities gave them plots of land called "Prazo" to exploit using slave

labour as an alternative to the investment of capital. In this form of estate, settlers

constituted authentic authorities, deciding on the lives of their subjects. With the growing

disputes among colonial powers over possession of land in their new discovered

territories, Portugal came under pressure, given its inability in exerting an effective

colonisation of its territorial possessions. Following the Congress of Berlin in 1884,

Portugal maintained and consolidated its occupation of Mozambique backed mainly by

Britain, due its lack of financial and technological capacity for conducting an effective

occupation. In the light of this incapacity, Portugal acted as "a surrogate coloniser for

British economic interests" (Munslow, 1984: 200). As result, economic exploitation of

the territory was given to foreign concession companies, mainly dominated by British

capital. Three major concession companies, namely Mozambique, Zambezia, and Niassa,

2 InMozambique this is commonly designated as the "Family Sector" in official documents. In most
literature there can be found other designations, such as traditional agriculture, peasant
agriculture/sector, and subsistence agriculture. In this Study I will use these terms interchangeably.

10
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were given the rights of exploiting two-thirds of Mozambican territory, comprising the

north and centre of the country, during the 1890's.

These companies, which ruled the leased territory as "virtual states within a state for

almost half century, ... did not promote development of their territories" (Munslow,

1984: 200). Their major interest was to produce raw materials in big plantations, using

cheap labour which was not only employed on plantations production within the territory

under their jurisdiction, but was also exported to neighbouring countries such as the then

Southern Rhodesia and Nyasaland, as cheap labour.

Encouragement of food crops production from the local population never took place,

either by the companies or by the Portuguese authorities which had political

responsibility for the territory. On the contrary, with Salazar's ascension to power in

Portugal in the 1920s, Mozambique and other Portuguese colonies would witness

"deliberate attempts to make the colonies more effective sources of raw materials, foreign

exchange, and markets for the sub-metropolis" (Munslow, 1984: 201). In line with this

new policy, through the Colonial Act of 1930 and Decree 26509 of 1936, forced crop

cultivation was introduced in the colonies, confirming the roles of the colonies as

suppliers of raw materials for Portugal.

The most typical case of forced crop cultivation was cotton. It is estimated that by 1944,

the labour force involved in forced cultivation of cotton was around 791 000 (Munslow,

1984: 201). The growing number of labourers involved in forced cultivation of cash crop,

especially cotton had serious effects on food crops production, in the sense that less time

was left for food crops production, causing famine among the autochthonous population.

An elucidative remark on the situation is given by Spense", who, although an apologist

for Portuguese colonialism, was forced to admit, given the facts, that as a result of

obligatory cotton production, the peasants' food crops "had reached almost famine

production figures in the north of the country". This was even worsened by the fact that

3 C. F. Spense, The Portuguese Colony of Mozambique, Cape Town, 1951, (quoted by Munslow, p 3).

Il
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most of the cultivation activities were carried out by women, while men were in the

South African mining industry, in contracts of between twelve and eighteen months.

With the economy of the colony essentially based on agriculture, corridor services to

neighbouring countries in the hinterland, and providing a labour reserve for South

African mines, forced cultivation did not allow development of the forces of production

in the rural economy. Cotton grown under forced cultivation was sold at a fixed price

below that paid in other parts of the continent.

In what would shape the Mozambican economy for years to come, by the time forced

crop cultivation officially ended (1961)\ three distinct zones had emerged within the

country. The first zone was a predominantly peasant economy in the north (mainly

producing cotton for cash); second, was the zone of plantation cropping in the centre; and

finally, a labour reserve for mines in the south (Munslow, 1984: 202). By 1970, about 55

per cent of agricultural output were for subsistence and the remainder was marketed.

3.1.1.1 Agrarian Structure

Mozambican agriculture, which had been shaped by colonial history, was basically

dominated by the traditional agriculture sector. It is therefore agreed that before

independence there were three basic types of agriculture, comprising the agrarian

structure of the country. These were, a) a traditional agriculture sector, based on

subsistence production, usually supplemented by one or two cash crops, also called the

'family sector' ; b) small and medium European-type farming (modem sector), practiced

by Portuguese settlers; and c) large scale plantations (estates), owned by foreign

companies, mainly British.

12
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The Portuguese goal of transforming the southern part of Mozambique into a cheap

labour reserve for the South African mining industry created additional difficulties for

development of the family sector agriculture in the country. As result of the male labour

force going to the mining industry, most of the women in the rural households had to

fulfil the role of breadwinners through farming activities, during the absence of their

husbands. Thus, a long absence from home_of the men in the mines hampered the

development of rural economy, by depriving it from labour force needed for cultivating

the land. To illustrate the extent to which the rural economy has been affected by

Mozambican migrant labour to South Africa, it is estimated that there were no families in

the southern part of Mozambique "that had not sent a father and most likely a son to the

mines" (First, 1983: 2).

At the same time that emigration to South Africa constituted an obstacle to rural

households' agricultural activities, an apparent contradiction was that the rural economy

needed mine wages, due to the lack of alternative source of income (paid activities inside

colonial Mozambique), to finance agricultural production (First, 1983: 4).

Fours years before independence of Mozambique, it was estimated that farmers of

European origin, which were less than one per cent of the total farmers of Mozambique,

controlled almost 50% of the farmland (Swedish University of Agriculture, 1976: 3.1).

While the farm units of settler smallholders were small in size (ranging from one to four

hectares, in aggregate), the settlers' farms were large in size and mainly located in the

arable lands of the valleys, and located mainly in the south of the country (of the

Limpopo and Sabie-Nkomati valleys).

Table 3-1 below gives a picture of the importance of the traditional agricultural sector in

the colonial agrarian structure:
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Table 3-1: Land Tenure (1970)

Farms (units) Area

Number % Hectares %

Modem Sector 4626 0.3 2487554 49.9

Traditional Sector 1 647702 99.7 2493 505 50.1

Total 1 652 328 100.0 4981 059 100.0

Source: Missáo de Inquerito Agricola de Mocambique. "Estatistica Agricola de

Mocambique", 1973

The development of agricultural production within the country was unevenly distributed

both in terms of the location of the sectors and in terms of their shared marketed

production, as demonstrated in table 3-2:

Table 3-2: Settler, Plantation, and Peasant Share of Marketed Production, 1970

(percentages)

Area Settler Plantation Peasant

North
Centre
South

30
24
75

5
57
5

65
19
20

Source: Munslow, Barry, 1984.

With this distribution, peasants were specialised in differentiated types of crop

production. In the north of the country peasants were producing cotton, cashew,

and other food crops, which were sold through Portuguese shopkeepers/traders

and concession companies. In the central part of the country, peasants were

subsistence producers and provided migrant labour to the plantations of their own
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region (producing tea, sugar, and copra) and to Southern Rhodesia. In the south,

as a result of the growing interest of Portugal in developing some industries, a

development of settler farming took place mainly to provide food for the towns,

especially the capital, Lourenco Marques (now Maputo). This began to change the

character of the south, formerly a labour reserve for South African mining

industry.

Production of the white settlers was mainly directed at the consumption needs of

the white community in Mozambique, and with very few exceptions, of the

"assimilados", a handful of blacks that, according to Portuguese colonial laws,

had ascended to "Portuguese status". While for the white population rice, meat

and dairy products were essential for consumption, for the black population the

staple foods were maize, cassava, and groundnuts. But what would become

decisive in the distortion of Mozambican agriculture for years to come, was the

absolute absence of the encouragement of food crops production by peasants:

African cultivators were forcibly transformed into a cash-crop producing

peasantry, both in their farms and those belonging to foreign comparnes

(Munslow, 1980:4).

In terms of production technology, the Portuguese settlers' agriculture was partly

mechanised, although heavily dependent on South Africa, for the supply of

equipment and spare parts. It is estimated that shortly before independence, there

were about 4 500 tractors and a few combine harvesters in Mozambique (Hanlon,

1978: 562).

Looking at the largest agricultural sector of the country, which was the family

sector, the Mozambican agriculture consisted of shifting cultivation. According to

Alberts (1983: 4), in this form of agriculture a "farmer cultivates a track of land

for a few years and then moves on to another area; burns the trees and later

cultivate this land until the natural fertility of the soil drops and then moves on

again."
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This primitive system used in the traditional agricultural sector is still the most

common in Mozambique today, given the underdeveloped nature of agriculture

inherited from colonialism, but is regarded as efficient in terms of labour input per

unit of food produced. The system itself is critical for the survival of agriculture

in an environment where the economic incentives to work for a wage are reduced

or absent (Alberts, 1983: 4).

3.1.1.2 System of Incentives for Production

The incentives for production put in place in the colonial period aimed to fulfill

the goals of the colonial authorities regarding the necessity of supplying the food

needs of the white population in the main cities of the colony. For the black

population, encouragement of production increases was directed to cash crops,

such as cotton and groundnuts. Production incentives can be divided into two

major categories, namely (a) the marketing system and (b) financial and technical

assistance to agriculture. Marketing incentives for smallholders were affected

mainly by the availability of rural shops where they could sell their crop surplus.

Financial and technical assistance was reserved for white farmers and a reduced

number of small black farmers (assimilados).

3.1.1.3 Marketing System

Marketing of the agricultural produce of the family sector and small commercial

producers was undertaken, as previously mentioned, by a network of about 6 000

shopkeepers (commercial traders) of predominantly Portuguese or Indian origin.

Commercial traders used their own means of transport, or hired these in case of need.

In 1961 the Mozambican Cereal Institute (lCM in its Portuguese acronym) was

established when it became clear to Portugal that it was no longer possible to meet the

interests of the white community, in terms of both consumption and the demand for raw

materials for the expanding industrial sector. This institution was committed to the

commercialization (via wholesale marketing operations) of cereals and groundnuts, in the
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form of a marketing monopoly. The overall objective of the Institute, as was stated in the

Ministerial Diploma which established it, was economic coordination, in order to

discipline the activities of production, marketing, and industrialization related to rice,

maize, groundnuts, and wheat (Cereal Institute of Mozambique's Report for 1968, 1969:

3). Within this framework, the competence of the Institute was defined as:

a) "to assist farmers involved in production of such cereals, in order to improve quality

production and unitary yield;

b) to discipline marketing of such products, through respective regulation and necessary

intervention, to ensure that all production is marketed;

c) regulation of internal supply as well as exports, through commercialisation control;

and

d) quality control of products, for attribution of just price and consumer's protection"

(ibid.).

Amongst others, the services offered by the Institute consisted of the following:

o building of storage facilities in most areas near production zones;

o establishment of a fund for price stabilization; and

o technical assistance.

These influenced the structure of incentives within the agricultural sector.

The Institute's activities, although mainly directed at farms of small and medium size (in

general there were few big farms in Mozambique), also benefited the family sector to

some extent, by supplying through shopkeepers, goods for exchange in product

marketing. Levels of cereal production increased substantially with these measures, and

Mozambique gradually became not only a net cereal exporter in most years, but also

managed to supply its industry with the locally produced raw materials it required, at the

same time that it was able to feed its population (Cereal Institute of Mozambique's

Report for 1968,1969: 4).
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It may seem contradictory that with an Institute created to help producers grow in terms

of increases of cereal production, there were still economic measures in place to

discourage peasants from accumulating capital. These consisted of rules restricting

transactions to barter, and encouraging shopkeepers to depress the terms of trade

(Raikes, 1984: 97). As result, the development of commercial agriculture in

Mozambique at independence was largely confined to the Portuguese settler population:

o "Farmers were almost all Portuguese;

o the marketing and supply system was Portuguese or South African; and

o the consumers almost all whites" (Raikes, 1984: 97).

3.1.1.4 Financial and Technical Assistance

The colonial government's support and encouragement for agricultural production

gained momentum in the early 1960s. Forced cultivation of cotton and slavery-

like conditions in the plantations caused international outrage and protests, at the

same that a growing African nationalism was starting to assume a violent form. In

1954 an irrigation scheme was started in the Limpopo valley in the south's Gaza

province, materialising a white farmers' settlement project settlement which had

been in the pipeline since 1920s. Covering an area of approximately 30. 000

hectares, the irrigation scheme was the biggest ever in Mozambique and was

conceived to supply food to Lourenco Marques and other white cities.

Similar irrigation schemes, but of less importance, followed across the country,

but the Limpopo scheme was unique not only in technical features but also in

terms of the incentives offered for production. The Portuguese colonial authorities

conceived the scheme for poor white peasants who were brought to Mozambique

for the purposes of (a) populating the colony and (b) producing rice for the needs

of growing white settlement in Mozambique, as the "province" was registering a

rapid industrialisation process at the time. The incentives for agricultural

production consisted of the following practices:

o each settler was allocated 4 hectares of irrigated land for agricultural

production, and an additional 24 hectares for pasturage, in dry land;
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o as along the irrigation system were built several villages, each settler was also

allocated a house; if the settler couple had more than three children, the couple

would receive an additional hectare per child, up to the maximum of 10

hectares.

A small number of black Mozambicans was integrated in to the system as well, pending

the condition of being "assimilado", but with less land than the Portuguese. Normally,

Mozambicans would receive only two and eight hectares of irrigated land and of

pasturage, respectively. At a later stage, land allocated to each family rose to a maximum

of20 ha and 10 ha per white settler and black families, respectively.

Two distinct categories of settlers were established: one was called an "effective" settler,

and another, an "under probation" settler. For the former there was an obligation, laid

down in an agreement signed between the Brigade and the settler, for the reimbursement

of initial loans granted by the government for starting the business, which consisted of a

discount of about 1/6 of his annual production. For those in the probation period, the

amount was fixed in 1/10 of annual production as well.

Almost all the settlers in this irrigation scheme had in common the fact that they were

illiterate and had no knowledge of irrigated rice production. They were dependent on the

technical inputs supplied by the central administration of the local colony, set up for the

purpose, called the Technical Brigade of the Limpopo Valley (Christopher, at al, s.a.:

10).

All the colonists had to market their production through the Brigade, which exercised all

kind of controls, including over social life .. In the event of failure to observe the

regulations established by the administrative board of the colony, severe sanctions were

applied and could include expulsion from the irrigation scheme.

The number of Portuguese colonists on the scheme reached 1.146, by 1968. Due to the

severe working conditions (these particular white settlers started by tilling the land using

hoes and ox ploughs, before tractors arrived), some of them abandoned the colony and
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returned to Portugal. Nevertheless, the irrigation scheme succeeded to some extent in

increasing rice and dairy production, not only for local consumption but also for export.

With the proximity of independence, in 1974 there were only 968 white colonists in the

Limpopo Valley, a number that reduced to 730 a year after independence. In contrast, the

number of "assimilados" farmers had increased over the same period to about 450 and

there were more Mozambicans asking for admission to the irrigation scheme

(Christopher, s.a.: 11).

The type of incentives and financial and technical assistance for production that I have

just described relates to the European farming areas, which were located in most of the

valleys in the country. Until 1961, the year of abolishment of forced cultivation, there

was not any kind of support for peasants producing food crops. There was an almost total

lack of assistance or encouragement, with the exception of forced cultivation of certain

export crops, which unofficially continued (Raikes, 1984: 96).

The family sector had to develop on its own, producing food crops for population

survival in a situation where for surplus marketing it was dependent on the goodwill of

the Portuguese shopkeepers controlling the private marketing system. No extension

services, no state agricultural credit, and no infrastructural investment were available for

the smallholder farms, and only in Portuguese settled areas were such services available.

As far as technical assistance was concerned, the colonial authorities put at the disposal

of those involved in production of the above-mentioned cereals (normally white farmers

and "assimilados), agricultural equipment such as tractors and improved seeds, on a

rental basis or on credit, with the payment being made after harvest. Technicians also

assisted farmers in adaptation process of certain crops.

3.1.2 Colonial Legacy

Lack of capital from Portuguese colonialism resulted in low level of development within

the agricultural sector. Mozambique's increase in agricultural exports by the 1950s
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resulted largely from the forced labour system practiced within agriculture, especially the

forced cultivation of cotton. The colony was dependent on South Africa (via miners'

wages and investment) and foreign capital.

In the absence of industrialization, the marginalisation of the large agricultural sector

resulted in generalised poverty in colonial Mozambique, which would remain for years to

come as a major obstacle to development. Some statistics show how serious the situation

at the time of independence was:

o "Gross Domestic Product per capita, US $150;

o Infant mortality, 200 per 1.000 live births, and

o The average lifetime of the population, slightly above 40 years" (Alberts, 1983: 5).

Added to these elements of the colonial legacy is the Portuguese exodus from the

country, as the liberation struggle advanced to the southern part of the country; this

would later have an adverse impact on family sector agriculture in general, and on food

crops production in particular.

White farmers and shopkeepers gradually withdrew from the countryside leading to a

reduction in the size of the marketing network of shopkeepers and their storage facilities,

compromising the commercialisation of agricultural products. But the breakdown of the

commercialisation and distribution system would have more serious impact on peasant

production, although affecting all producers of the colonial agrarian structure, as can be

seen in Table 3-3 below:
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Table 3-3: Percentage Change in Production 1973 to 1975

(at 1973 prices)

Total Production of Agricultural Crops -13%

Subsistence Production +12%
Marketed Output of Agricultural Crops -43%
Of which:

(1) peasants marketed output -60%
(2) plantation crops -16%
(3) settler farm/latifundio output -54%

Source: "Peasants and Rural Economy in Mozambique", Centro de Estudos Africanos,

Universidade Eduardo Mondlane, Maputo, 1978: p 30.

The table shows an overall 43% decline of marketed output, accompanied by a 12% rise

in subsistence production (smallholder farms). The rise of 12% in subsistence production

was a result of difficulties faced by peasants in selling their surplus production, due to the

disruption of the marketing network, and thus to them growing more food for their own

consumption. According to Munslow (1980: 14), the danger was that peasants would in

future cut back production for the market.

In June 25, 1975 Mozambique became independent, inheriting this reality. With peasants

gradually reducing their production due to a breakdown of the marketing network; no

black farmers to substitute settler farmers; no expertise and no financial resources for

development of its agriculture, Mozambique had to take decisive measures in terms of

agricultural policy, to avoid starvation of its population.

3.1.3 Agriculture in Post-Independent Mozambique

In the previous section it was shown how the colonial authorities neglected development

of the agricultural sector, especially of the family sector. With the departure of white

settlers shortly before and after independence, most of the farms were abandoned and the

number of emerging black farmers from the handful of "assimilados" that colonialism
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manage to create, was insufficient to take over and avoid disruption of agricultural

production. Taking into account the fact that the other two sectors of the economy were

in decline when Frelimo took over power from Portuguese (see table 3-4 below), it was

with no surprise that the new government would take drastic measures in the agricultural

sector to reverse its decline.

Table 3-4:

Mozambique: Gross National Product in 1973 and 1975

(1970 Prices)

1973 % 1975 % %Change 1973/75

Agriculture 6287 19 5600 22 -
Industry 7423 23 4596 18 - 38
Services 19281 59 15461 60 - 19

Total 32791 101 25835 100 - 21

Source: Westmen, taken from Albert, p. 7.

As shown in Table 3-4, there was a decline in the economy between 1973 and 1975.

Gross National Product (GNP) decreased by 21%. At a sectoral level, industry fell by

38%, services by 19%. A drop of 13% in agricultural production was already mentioned

in Table 3, and the trend continued for the first five years of independence.

In its 3rd Congress held in Maputo in February 1977 Frelimo announced the socialist

character of the state. Under this policy, all properties abandoned by white settlers were

nationalised, following the same measure adopted a year before regarding land. This had

consisted in taking the abandoned farms into state control, transforming them into state

farms. Three important policy goals in agriculture were established: the countryside

would be socialized by 1990; the state farms should be grown rapidly, both in terms of

the cultivated area and production; and the major part of the rural population would be

living in communal villages.
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Recognising the underdeveloped nature of the country's economy, it was made clear that

most of the rural income was to come from agricultural cooperatives, and the

development of the country would "depend on development of collectivized agriculture,

state farms and agricultural cooperatives" (Alberts, 1983: 1).

It was within this framework that the whol~ Mozambican agricultural policy would be

set. A process of building a socialist economy started. State farms were established on the

abandoned colonist farms, which accounted of about 100.000 hectares and the remainder

of the land in these abandoned farms - about 20 - 50.000 hectares, - was given to new

co-operatives. More than 2 million hectares (far larger than the area in the hands of state

farms and co-operatives together) remained with peasants, i.e., in the traditional

agricultural sector (Hanlon, 1978: 563).

A holistic approach to 'socialism building' meant that the country needed a working

class, which did not exist in the countryside. lts creation would result from the

establishment of state farms, simultaneously with the organisation of a peasant class

which would result from the socialisation of the rural zones, through a process of creating

co-operatives and communal villages. The latter aspect was the result of the experiences

of collectivised production in the liberated zones during the armed struggle. Communal

villages were declared to be the basis of new peasant agriculture. The economic policy in

general stated that agriculture should be the base and industry the dynamising factor of

development (Munslow, 1980: 9).

3.1.3.1 Agrarian Structure

Based on the policies described above, three essential sub-sectors appeared III

Mozambican agriculture after independence, comprising a new agrarian structure:

o state farms, generally comprising big farms to which most of the state's resources

were channeled, in terms of various inputs like machinery, pesticides, improved

seeds, and extension services;
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o co-operatives, which, despite the declared intention of the authorities of making this

sector a leading force in changing the relations of production in rural zones, received

less attention from the authorities, in terms of investment; and

o family sector, as a residual of the co-operative movement, i.e., a number of peasants

not yet integrated in communal villages and co-operatives.

To speed up the process of bringing together all peasants into communal villages, a

commission was created in 1978 to deal specifically with the issue. The idea was to

create "communal villages of up to 1.000 families" ... which in turn would" permit

various forms of shared production, starting simply by sharing improved implements and

animals and by helping on one another's plot" (Hanlon, 1978: 564).

An initial investment was immediately made. In 1977 equipment valued at about £20

million was imported. These included 1,200 tractors , 50 - 100 combine harvesters, and

different types of irrigation equipment. Most of the equipment was for the state farms.

The practical production process in all three agricultural sub-sectors faced many

problems which resulted in the failure of the socialisation policy, even before it was

affected by war:

o in the state farms, despite the huge investments made, a lack of qualified personnel

and relevant expertise, as well as the lack of motivation by the workers (due to low

wages, and frustrated expectations of having their own plots of land), led to low

productivity of the allocated resources. In the Limpopo state farm alone (CAlL), the

biggest agricultural investment ever made in post-independent Mozambique, using all

the state of the art imported equipment, production in the 1977/78 campaign was only

2,5 tons/ha, compared with 9 tons/ha in China (Hanlon, 1978: 563);

o in the co-operative sector, although official policy regarded it as the base of the

peasant economy, not only did the peasants have no experience of it, but it also

lacked appropriate incentives for collective production. There was also a lack of basic

implements such as hoes. In most cases, there were more consumption than
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production cooperatives. The whole notion of making communal villages the basic

units of production failed, and they ended up being only housing units, then

compromising productive activities;

o finally, given the low pace of development in the co-operative sector, as well as the

difficulties faced by the state farm sector, the predominance of the peasant sector

once again became reality, despite the difficulties resulting from lack of official

support.

In addition it is generally acknowledged that the four important factors which contributed

to the decline in agricultural production, as well as in the industrial and service sectors,

were (1) "the exodus of the Portuguese; (2) the structural changes in the economy; (3) the

foreign policy of the new People's Republic of Mozambique and (4) the attacks by

Southern Rhodesia on Mozambique" (Alberts, 1983: 7).

3.1.3.2 System of Incentives for Production

One of the keystone elements of any agricultural policy is agricultural pricing policy,

which establishes at least the producers' price in the marketing agricultural production,

and often aims to protect farmers' incomes so that they are encouraged to increase

agricultural production.

Mozambican post-independence macroeconomic policy was marked by government

intervention in agricultural marketing policy, as well as in domestic and external

commerce. In the domestic market, although allowing the private sector to operate in

marketing agricultural products mainly in rural areas, the state should therefore operate a

framework of regulation. In Frelimo's 3rd congress which declared the socialist character

of the state, the nature of regulation of agricultural marketing and the marketing of

consumer goods was established and included:

Fixing prices at producer and consumer levels;

Introduction of uniform pricing nationally;
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creating a National Price Commission, an entity responsible for revising prices of

consumer goods from time to time, including the prices of agricultural food crops at

producer level.

The major characteristic of the policy was the fixing of low prices for producers, which

are believed to have been below the costs of production. In the context of declining levels

of production that followed independence, this pricing policy was meant to achieve the

following objectives:

"to hold down the cost of urban food, and thereby to reduce the level of inflation,

directly, and indirectly by reducing wage demands;

to obtain government revenue, either simply because the taxation of agricultural

exports was administratively easy, or as part of a deliberate attempt to transfer

resources from agriculture to the industrial sector;

to reduce the cost of inputs to industry, as another way of stimulating industrial

growth;

to reduce fluctuations in farmers' incomes; and

to eliminate the exploitation of farmers by private sector traders" (Harvey, s.a.: 3).

Although in political terms the policy was justified, in the sense that it meant the urban

population in particular could get food at affordable prices in a situation of insufficient

supply against a growing demand, in practice the measure discouraged farmers from

increasing production. As result, agricultural output continued to decrease.

A World Bank Report on African development problems published in 1981 (known as

the Berg Report), indicated that one of the major reasons for development failures in

Sub-Saharan Africa was the fall in agricultural output per head, caused by domestic

policy inadequacies. From this point of view, the Bank argued that foreign aid was

necessary for a process of economic recovery, at the same time stressing that it was

conditional upon implementation of policy changes.
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The World Bank report was followed by the recognition in 1984 by Nordic donors of

the fact that the single most important reason for the decline of agricultural marketed

production in the then SADCC region, "was negligence of the incentive framework"

(Ellis, F., 1985: 2).

Changes in pricing policy as a way to improve the incentives for production were

resisted by the Mozambican authorities for some time, due to the political risks that such

decisions would involve. Among such risks, it was argued that an increase in producers'

prices could subsequently lead to an increase on food prices in urban areas, which could

diminish the popularity of Frelimo' s socialist government.

From 1985, the policy started to change and it was decided that prices could be fixed by

market mechanisms for most agricultural products, with some of them continuing under

state price control.

Although it was widely recognised in both the colonial and post-independence periods

that the traditional agricultural sector was the most important, both in terms of

employment share and its contribution to export earning and the GNP, the issue of

appropriate incentives was never addressed properly, and continued to be missing in the

post-independence agricultural policy. The rural socialisation process was not followed

by an adequate investment policy, in terms of providing a marketing network, credit

facilities and appropriate technical assistance. Some of the initiatives to address these

issues failed due to being poorly conceived, the effects of the war, and market distortions

within the economy, as shown in the following sub-sections.

3.1.3.3 Marketing System

The disappearance of an effective marketing network after independence became one of

the most serious obstacles to agricultural production. Co-operatives, which were

supposed to be the new form of peasant production, were unable to fulfill the needs of the

family sector. From 1978 to 1982, the disappeared shopkeepers' marketing network was
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gradually rebuilt by private traders who replaced the Portuguese and Indian shopkeepers

who had fled the countryside after independence.

With insufficient capital and lack of business experience, these shopkeepers' activities

did not meet the needs of the whole family sector in terms of absorption of their

surpluses. In 1981 the government established an agricultural marketing enterprise,

AGRICOM, for agricultural products' marketing, in order to reinforce the emerging

marketing network. The basic objective of AGRICOM was to "act as a residual buyer of

crops in those areas not served by other marketing agents" (Bager at al, 1989: 8).

AGRICOM alone was not sufficient to fill the vacuum, in crop marketing, because of the

existence of many constraints, including the insufficiency of marketing funds, transport

and storage facilities. The government had to involve private traders and consumer co-

operatives to maintain a minimal marketing system.

It is worth saying that the system performed reasonably well until its disruption with the

intensification of the war from 1983 onwards, to the extent that by 1986 "the volumes of

crops marketed decreased to a nadir" (Bager at al, 1989: 9).

3.1.3.4 Financial and Technical Assistance

Shortly after independence in 1975, a huge joint agricultural programme between

Mozambique and Nordic countries was initiated, to boost the agricultural production. The

project, which became more known by its acronym MONAP (Mozambique-Nordic

Agricultural Programme, was the first attempt by the government to technically support

the agricultural sector, and would last fourteen years (1975 - 1990), sub-divided into

three phases - MONAP I, MONAP II, and MONAP III.

The first phase of the programme, known as MONAP I (1975 -1977), was designed and

established for emergency assistance to the agricultural sector in independent

Mozambique, following the Portuguese exodus. This included helping the government to

"maintain the physical viability of the farms which had come into the state sector as

result of a) the departure of Portuguese; and b) the intention of Frelimo to socialise
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agriculture" (Report on Final Evaluation of MONAP Programme, 1994: 11). In practice,

therefore, MONAP I was confined to assistance for state farms. From 1977 onwards, as

the economic, military, and political environment changed, the programme had to be

adjusted. One of the most important adjustments of the programme, was the enthusiastic

Nordic involvement in assisting the socialisation of production relations in Mozambican

agriculture. Agricultural production co-operatives received technical assistance in terms

of agricultural equipment, rural extension services, seeds, pesticides, and training. The

traditional agricultural sector only received this support when its members became

involved in the socialisation of agriculture, i.e., under the umbrella of co-operatives, not

as independent households. Only in MONAP III was the assistance also extended to the

private sector, in a period that coincided with economic and military deterioration.

As far as marketing is concerned, the family sector continued apparently with no

effective support for marketing its crop surpluses, within the MONAP Programme

context. This became once again one of the major constraints on national agriculture.

With products that could not reach the market, peasants were constrained from producing

a surplus, a situation that became even more acute with the introduction of the Economic

Rehabilitation Programme in 1987, liberalising prices of agricultural products.

The final MONAP evaluation report emphasises the fact that its failure to promote

agricultural production in Mozambique may be attributed not only to the war situation

that frustrated the efforts made, but also to the lack of a clear vision of the prevailing

conditions in the Mozambican rural economy. The report also says that the Programme

was implemented in the form of several projects and the appraisal of each project was

never based on economic viability, given the enthusiastic involvement of the Nordic

donor countries in Mozambican political affairs and its socialist project.
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But the government's agricultural endeavours did not end with MONAP. Following the

beginning of the MONAP project in 1975, several studies of Mozambican agriculture

were commissioned by various United Nations Agencies and donor countries, to assess

what should be the suitable agricultural policy and related strategies for the country,

given its macroeconomic background. More specifically, the studies looked at incentive

policies that could be implemented to promote greater agricultural output.

Simultaneously, the studies were to evaluate the appropriateness of the ongoing

agricultural policies, which continued as well, after introduction of the Economic

Rehabilitation Programme in 1987. Among those studies, the following were the most

important, given the range of issues raised and their impact on the awareness of policy-

makers in particular, and the public in general:

o a study on collectivized agriculture in Mozambique, with specific focus on

cooperatives, conducted in 1982, commissioned by the International Labour

Organization (ILO);

o a study on the food and agricultural sector in Mozambique, by Swedish University

of agriculture, Forest and Veterinary Medicine, in 1976;

o a study on agricultural prices in Mozambique, by Aid Nordic Agencies, in 1985;

o a study on the Agricultural Marketing System in Zambezia (a northern Mozambican

province), by VlAK AB, Stockholm, commissioned by the Mozambican Ministry

ofInternal Trade, 1980; and

o assessment of the Mozambican agricultural needs in view of the establishment of a

multi-purpose agricultural advisory network, conducted by the International Fund

for Agrarian Development, (IFAD).

3.2 Impact of War

From 1983 onwards the civil war intensified in Mozambique. Most of the targets in the

rural areas were the private rural shops, consumer cooperatives, and the rural road

network, as well as the crop producers. Shops and means of transport were burnt and

crops destroyed with a clear objective of undermining the governmental efforts, mainly in

relation to agricultural production recovery. It is estimated that by the end of 1987, 900
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rural shops had been destroyed, and many private traders were forced to retreat from

commercial operations, leaving only AGRICOM active in certain rural areas. From 3 600

private traders and 700 consumer co-operatives operating in marketing operations in

1978, only 2 000 private traders and 500 consumer co-operatives were left by 1987

(Bager at al, 1989: 9).

A continued production decline, not only in the agricultural sector but also in the

economy as a whole, increased the government burden in terms of food imports and

foreign aid mobilisation. From 1983 it became clear that the government should seek new

ways to deal with the economic crisis, as it could not support any longer the continued

worsening of the current account deficit and the debt growth. The Nkomati Accord

followed in 1984 as the major step in paving the way for membership in the Bretton

Woods institutions (which became a reality in the same year), as a pre-condition for

receiving western aid in terms of food and financial assistance, and debt rescheduling. In

1985 Mozambique undertook its first steps towards a free market economy by liberalising

the pricing system of fruit and vegetables, and two years later ( 1987) a three-year

Economic Rehabilitation Programme (PRE) was introduced.

3.3 Summary and Conclusions

This chapter aimed to present an overview of the traditional agricultural sector III

Mozambique, both before and after independence. Because the sector was operating

within the broad agricultural sector, agricultural in general in both periods was reviewed.

The major finding of this evaluation was that the traditional agricultural sector was

discriminated against in terms of incentives, during the colonial period and later after

independence, despite evidence that it was by far the largest producer of food and cash

crops, in the context of the rural economy of Mozambique. In the colonial era most

incentives assisted the white settler farmers.

Efforts made after independence to modernize agriculture and increase its productivity

and output failed to attain such goals, by again discriminating against the traditional
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agricultural sector, despite huge investments from the international community, mainly
the Nordic countries.

Due to the role that the war and (apparently) the centrally planned economy have had in

the disruption of production in rural areas, it becomes crucial to evaluate to what extent

the governmental system of incentives for production could have performed well under

different conditions especially after the introduction of the SAP, in 1987. This is the

objective of the following chapters 4 and 5.
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Chapter 4

The Structural Adjustment Programme (SAP) and Incentives to

Traditional Agricultural Sector: Some Theoretical Considerations

4.0 Introduction

The objectives of this chapter are to present a) the theoretical assumptions of the

Structural Adjustment Programme (SAP) and b) the rural household economy theory and

its implications for the particular circumstances of the Mozambican peasantry. Both the

theoretical aspects to be presented in this chapter are to be used as a framework for a

critical analysis of the performance of the SAP in relation to the traditional agricultural

sector in Mozambique which follows in the next chapter.

4.1 SAP's Theoretical Assumptions and Policy

The Structural Adjustment Programme in Southern Africa is well documented in several

studies on Sub-Saharan Africa, and it is not the intention of this study to give a detailed

presentation of it. It is however, worth while reminding the reader of some of the most

important elements of the policy in Mozambique, to contextualise the discussion and

critique that this study contains.

It is well known that International Monetary Fund (IMF) and World Bank (WB) policies

are based on neo-liberalism and monetarism. Neo-liberalism is based on the principle of

maximum use of the markets, and limits on the role of state, while monetarism

emphasises the control of money supply to the economy, so that economic disturbances

supposedly caused by excess of demand can be regulated.

As the countries facing economic restructuring are normally experiencing a deficit on

their balance of payments, and, subsequently a growing foreign debt, the IMF/WB give

priority to the SAP as a means to restore the equilibrium of the current account and allow
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debt servicing. This results in a policy favouring the support of exports and the modem

sector of the economy, which is supposed to be more cost-efficient.

This policy deals with the two most important dimensions of the economy, namely the

demand and the supply sides of the economy, in this view disturbed by excessive state

intervention and inadequate economic decisions. To stabilize the 'disturbed' economy,

the IMF sets as a priority the reduction of demand, so that inflation can get under control.

The World Bank strives for structural adjustment to improve supply, by introducing

measures of free trade, economic deregulation and an end of price control and subsidies

to state owned companies and to goods and services of public interest. The overall pack

of measures would also include currency devaluation, privatization, and cuts in

government spending. Generally, the principles governing Structural Adjustment

Programmes are the same across countries, regardless of the specific conditions and

particularities of each country and its economy.

Following the acceptance of Mozambique's membership of the International Monetary

Fund and the World Bank in 1984, the country embarked on economic reforms that

started with the liberalisation of the pricing system of certain agricultural products,

namely fruit and vegetable in 1985. The Economic Rehabilitation Programme followed in

1987. In agriculture, this policy was directed initially at the rationalisation of the

operations of state farms, support to the agricultural private sector, and the liberalisation

of the pricing system of all agricultural products.

Agricultural marketing was drastically affected by the credit squeeze demanded by the

Structural Adjustment Programme. The agricultural marketing enterprise AGRICOM had

to reduce its role of marketing activities not only due to a strong squeeze credit on

government expenditure, but also because it was demanded by the IMF/WB that the

company should become more cost-effective in its operations. The restriction of credit

under the Structural Adjustment Programme affected also the private sector and

consumption co-operatives which, were supposed to substitute for AGRICOM in

agricultural marketing. This meant that marketing activities of agricultural products,
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especially from the family sector, would face additional difficulties, in addition to those

already being faced due to the war. In other words, the family sector was left without the

marketing facilities which it had been provided by AGRICOM.

But there is an economic setting that must always be taken into account in policy

implementation in rural Mozambique, which was not considered by SAP: first, rural

households never had full access to the resources needed to work the land, in terms of

labour and capital, both before and after independence; second, the process of primitive

capital accumulation was not experienced in the country and, consequently, the peasantry

has always remained in a weaker position as far as its participation in the market is

concerned. Given these circumstances, can the peasantry successfully be integrated into

the modern economy under liberalised markets, without state incentives, within the

context of Mozambique? The following section gives some elements of analysis for a

better understanding of the Mozambican rural household economy which are crucial for

the success or failure of agricultural policy. A correct evaluation of the prevailing

situation of the Mozambican peasantry can also give an indication of the most

appropriate incentives required for a successful agricultural policy.

4.2 Rural Household Economy Insights

A holistic approach to the production incentives which obtain in the traditional

agricultural sector suggests an evaluation of the alternatives available to rural households

seeking to secure the income and food they need for their survival, in a context of an

underdeveloped rural economy, before a policy of incentives is determined and

implemented. Alternative sources of income are crucial for the development of rural

communities, because of the unpredictability of agricultural production.

According to the conceptual framework for the analysis of the rural household economy

presented by De Marrule (1988: 23), the following assumptions can be made:
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One of the assumptions is that in a rural economy, households produce all they need for

consumption through farming and livestock production. If this produce is totally
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consumed, then it constitutes in-kind income, and it happens In a relatively closed
economy only.

In contrast, another assumption is that of a commercialised farm economy in which,

households not only produce livestock and agricultural products for consumption, but

also have access to markets for sale of their surpluses of food crops, cash crops and

livestock, in order to obtain cash income. Cash income thus obtained can be converted

into consumption via food markets. If this happens, households then have two alternative

options to fulfil their needs for food: food from farm direct production, or through food
markets.

The last assumption that De Marrule presents is the existence of efficient labour markets

and markets for goods and services, which would open possibilities for households to

diversify their income sources, meaning that besides "the agricultural and livestock

production and sales of food and agricultural produce, one can think of a certain

household selling labour and/or being involved in micro-enterprise activities" (De

Marrule, 1998: 22). Figure 4-1 shows the model I have just described, with the full range

of income possibilities available to rural household:
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Figure 4-1: Conceptual Framework for Rural Household Economy

4- Household Economy _.
... Commercialised Farm Economy -----I~

..__ Subsistence Farm Economy ...

Agricultural
Production

Consumed
Livestock

Labou Markets for
Goods & Ser.v.

Cash Income

Household Consumption

Source: De Marrule, 1998.

Although this conceptual framework was originally used to analyse the issue of land

access by rural households in Mozambique, it also constitutes a tool to evaluate the

impact of different incentives on agricultural production, within the context of the rural
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economy.

From the theoretical macroeconomic point of view, rural households have many

alternative options open to them in order to fulfil their needs in terms of consumption and

other necessities. Among these possibilities, households can sell their labour or start

micro/small enterprise (MSE) activities, earning income, which can be converted into

food, goods and services. Three conditions must be fulfilled for this to happen:
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a) "rural labour markets, agricultural commodity markets for sale and food markets

for purchase, must be in place and function relatively effectively;

b) there must be local demand, or the ability to reach more distant demand for

articles that can be produced by Micro and Small Enterprises (MSE); and

c) there must be in place programmes to develop rural human skills/capital" (De

Marrule, 1998: 24).

It follows that, within the conceptual framework developed in Figure 4-1, rural

households can opt for allocating their labour into farm and non-farm activities. In case

of allocating labour only to farm activities, then the households are said to be in a

subsistence farm economy category. If additionally, part of the production and livestock

obtained from farm activities are sold, we can place households in a commercialisedfarm

economy category. Finally, if on the other hand, households have the possibility of

allocating significant labour to non-farm activities, then the household would fall much

into a broader category of household economy as described in Figure 4-1 (De Marrule,

1998: 25).

This conceptual framework is an important tool to analyse the effects of

inappropriate incentives' policy in the traditional agricultural sector, because, not only it

defines the various stages in which a given rural household economy can be, but also

helps to understand what alternatives of income earning are available for households.

Can the rural Mozambican households be considered as belonging to the broader

category of a household economy, as defined in this conceptual framework? To answer

this question, one must look if the above three conditions are satisfied or not, i.e.,

functioning of rural labour markets, local demand and programmes for developing rural

human skills/capital.

According to a study conducted by the Mozambican Ministry of Agriculture (MOA) and

the Michigan State University (MSU) on rural labour markets in Mozambique, most of

the rural households rely heavily on farm production. Due to thinness and seasonality of
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the labour markets, "there are not many off-farm activities available to rural households"

(Strasberg, 1997 and MOAlMSU, quoted by the Marrule, 1998: 25).

As far as rural food markets are concerned, they do not function effectively, both for

buying goods and selling food surpluses and the livestock which households produce. A

study conducted by the same author found that for between 55% and 97% of the surveyed

households in the Mozambican northern province of Nampula, food sales represented a

major source of cash income. This pattern can be found across the country, and suggest

clearly that rural households in Mozambique are heavily dependent on farm activities to

satisfy their needs in terms of food, clothes, and agricultural production implements.

Employment opportunities and rural human skill development are not widely available in

rural Mozambique. It becomes difficult for rural households, not only to increase their

productivity in farm activities, in both the short and the long run, but also to engage in

alternative off-farm activities. Before the demand for labour to the mines in South Africa

was drastically reduced in the recent past, mine wages (at least in the south part of

Mozambique) were used to finance acquiring the agricultural means of production, such

as ploughs and cattle, as well as the general process of accumulation in rural areas (First,

1983: 140).5

But the roots of most of the problems encountered today in the Mozambican rural

household economy can be traced back to the colonial period, as previously described in

this study. The Frelimo government inherited from colonialism a dualistic agrarian class

structure in rural Mozambique, constituted by a peasantry which, simultaneously was

playing a peasant and proletarian role, by virtue of working in the South African mining

industry. Due to the poor salaries paid in the mining industry, most of miners had to work

in land cultivation during their annual leave period (i.e., after spending between twelve

and eighteen years of contract in mining). Although the mine earnings became a source

of differentiation in some rural areas in the Mozambican southern provinces where the
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miners recruitment had been taking place, a process of capital accumulation never

happened. In the central and northern parts of the country, where the rural households

relied more on off-farm employment, the situation was the same: very little was done to

consolidate the position of the peasantry in terms of income earning which could enable
the development of farming via investment is this sector.

The weak position of rural households which culminated in the collapse of agricultural

production as one of the outcomes of the civil war, was already deepened by the

contradictory Frelimo policy of committing itself to secure assistance to "peasant

production while expanding the state sector" (O'Laughlin, 1995: 104). This policy, in

practice, led to an emphasis on state farm assistance to the detriment of the peasantry.

The World Bank policy implemented from 1987 onwards did not change the situation.

Although at the official level this institution always stressed the need for rural economic

support, in practice such "support" meant that the sector should survive at its own. As

stressed by O'Laughlin (1995: 105), "the World Bank promotes the view that rural

recovery lies in promoting the gradual development of indigenous capitalism by freeing

up the market to promote small-holder production and by decentralising the operation of
the state".

4.3 Summary and Conclusions

The conceptual framework for analysing the rural household economy utilised here

briefly describes the conditions under which a rural economy can shift from a subsistence

farm economy to a commercialised farm economy". One of such conditions is the

availability of food markets, from which rural households can get cash income, both for

buying food and other needs, such as production implements, cloths, etc. Food markets,

agricultural commodity markets, labour markets and markets for goods and services, are

critical for the functioning of the whole rural economy. The rural household economy in

Mozambique is presently still in the category of a subsistence farm economy, within the

conceptual framework presented in Figure 4-1 above. This means that rural households,

6 "Commercialised farm economy" is the ideal stage of the household economy. Rural households not only
produce for their subsistence, but also for the market.
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which comprise about 80% of the Mozambican population, depend almost exclusively on

farm activities for all their needs. Agricultural commodity markets, labour markets, as

well as markets for goods and services are not functioning. The critical question that

arises from this conclusion is 'how will rural households improve their production and

welfare, without a comprehensive state intervention in the process of surplus marketing'?

The Structural Adjustment Programmes' policy of price liberalization and credit squeeze,

together with the limitations on government expenditure does not answer this question.

On contrary, it has deepened even further distortions in rural markets leaving rural

households without real options for integration into a market economy. Food markets are

not functioning effectively and there are neither non-farm income opportunities for

households nor food crop markets.

The consequence of "making markets work and getting prices right" as proclaimed by

the Bretton Woods institutions in an environment like one above described is unlikely to

be an increase in food production. The lack of food markets, inappropriate incentives and

the lack of a certain degree of protection which characterise current agricultural policy,

can only have a negative impact on the growth of agricultural output in the medium and

long run, since the group affected is the majority of producers. The lack of alternative

sources of income also impacts negatively on the rural community, because it does not

allow the process of capital accumulation needed for investment, for growth from the

subsistence farm economy to a commercialised farm economy, a pre-requisite for the

modernisation of agriculture.

In the following chapter, I will present empirical evidence of SAP's performance in the

traditional agricultural sector, in the light of incentives received or perceived within the

framework of economic liberalisation.

42

 https://etd.uwc.ac.za/



Chapter 5

The Structural Adjustment Programme (SAP) and the Traditional

Agricultural Sector in Mozambique: Empirical Evidence
This chapter presents empirical evidence from Mozambique regarding the traditional

agricultural sector's production and incentives, under the Structural Adjustment

Programme on one hand (section 5.0), and the agricultural marketing under SAP (the

case of maize) on the other (section 5.1); relationship between SAP policy and family

sector is discussed in section 5.2. Recent trends in government policy formulation will

also be briefly presented, in section 5.3) and finally, the summary and conclusions of the

chapter are presented in section 5.4.

5.0 Production and Incentives under SAP
As previously stated, the primary concern of this study is the production incentives

found in the traditional agricultural sector in Mozambique, under the Structural

Adjustment Programme. Since the introduction of the SAP in 1987, production of food

crops (maize, rice, cassava, groundnuts, and beans) has experienced positive variation,

both in volume and in the area cultivated, but not at levels that would be expected. The

implementation of the Structural Adjustment Programme was intended to improve overall

economic performance, by supporting mainly the private sector. Family sector agriculture

in particular would apparently be boosted through the consolidation of the private sector,

mainly constituted by foreign companies operating in cash crop production. The

incentives put forward were mainly in the form of credit and import of inputs for this

sector and excluded state intervention in the commercialisation of the agricultural family

sector surplus, as previously mentioned.

Prior to the full implementation of SAP, an attempt was made to support the recovery of

the family sector, via a special programme of imports of goods for commercialisation of

the peasantry surpluses. But even so, the conditions imposed on the Mozambican

authorities did not help the intended family sector recovery. This first foreign support to

agricultural marketing supplied to Mozambique after its adherence to the Bretton Woods

institutions, was directed to AGRlCOM, and consisted of the provision of weighing
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scales, transport equipment and consumer goods. Some of them were later distributed by

marketing traders in some provinces, mainly in the northern part of the country. The

important characteristic of this support was that it was expressly made clear to the

government that the goods and equipment supplied were to be used in cashew marketing,

rather than commercialisation of other food crops produced by rural households. It is

important to stress this, not only because the period under study can be considered the

pre-SAP period, but also because this kind of condition would become a regular trend

under the Structural Adjustment Programme once it started in 1987.

For a comprehensive evaluation of the SAP's role in Mozambican agriculture, one needs

to consider two distinct periods of SAP implementation: one is related to the period of

SAP implementation under war conditions (1987 - 1992), and the other, from October

1992 (the month and year of the peace accord) onwards. The first period was

characterised by the constraints imposed by the war, on various stakeholders. The

distinctive characteristic of this period was the continued destruction of agricultural

equipment, shops, storage facilities and crops. The second period corresponds to the

return of a normal situation of peace, in which most of the displaced peasants returned to

their rural zones and restarted production, and is the period that will dominate the

evaluation in this section.

The end of the war created an opportunity for the reorganisation of production in rural

areas. Given the destruction caused by the war, some of the most important incentives to

assist agricultural production to resume, could have been the following, amongst others:

rebuilding of the roads and bridges destroyed during the war;

establishment of special credit lines with a subsidised interest rate for the creation of

minimum conditions for agricultural activities, for the returned population.

re-establishment of a rural state agricultural marketing network, in parallel with

support for the reopening of the rural shops by private sector; and

creation of a mechanism of technical support (in equipment, seeds, and extension

services) to support smallholder farmers with potential for development.
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The SAP policy in Mozambique, instead, has consisted of liberalising the pricing system

as a unique and exclusive incentive in agriculture. This measure has only benefited

multinational companies operating in the country, like LOMACO (a Lonrho subsidiary in

Mozambique), and other big companies involved not only in food crop production, but in

producing cash crops, such as cotton, tobacco, tea and copra as well. Many examples of

lack of will from the SAP policy-makers to create meaningful incentives for agricultural

production, can be found in several statements, as is attested by the World Bank's

position in its relations with the Mozambican government, quoted in Hanlon (1996):

"the first two agricultural projects, agreed in 1990 and 1992 were to support

cashew production in Inhambane and Gaza provinces, and cotton in Nampula

and Cabo Delgado... lts emphasis on exports rather than food is clear: cotton is

to increase by 240% and maize by only 30%" (the World Bank, quoted in

Hanlon, 1996: 45);

a study conducted by the government on maize trade in Zambezia province

showed that in order to make it feasible priority should be given to construction

of a bridge over Zambezi river, with no acceptance from the World Bank, as

controller of government expenditure;

after the unsuccessful operation of more than 250 different donor agricultural

programmes in the country until 1989, it was agreed that a governmental

agricultural programme be submitted to the World Bank for financial

consideration. The programme, entitled 'the Priority District Programme (PDP)'

was designed to co-ordinate foreign aid for initiating a process of building up

food security. Within this framework, a pre-programme of the National

Programme aimed to develop Family Sector Agriculture in eight districts,

resulting in a draft indicating as goals: " to attain a level of food security

including a food reserve compatible with a sustainable degree of independence

of imports, with in increase in opportunities for self-employment and wage

labour" (Hanlon, 1996: 44).
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The document emphasised also that for the policy to succeed the family and

artisanal sector could receive total priority in resource allocation, and that the

approach for its implementation could be "step-by-step improvements in techniques,

distribution of inputs, and better control of insects and diseases". A government

recommendation contained in the document suggested that export crops should be

left to the private sector to promote. Itwas a view of the government that promoting

production growth by investing in family sector would be the more profitable way of

spending its money, as it could reduce food imports instead of subsidising crop

exports.

The World Bank's response was negative, and once again stressed the importance of

export crops. In its 1995 Country Assistance Strategy, although apparently

recognising the importance and potential of family sector agriculture, the only

incentives proposed to stimulate production were namely, phasing out all

disincentives to food production, such as food subsidies; improvement of rural

roads, agricultural extension, improvement of human access to social services and

land tenure reform (Hanlon, 1996: 44). But these measures could not solve the

problems of peasantry, which is basically the lack of financial resources and

implements to restart production from solid foundations.

As the result of Banking sector restructuring, the major state Bank that has been

largely involved in agricultural lending to family sector for decades, was privati sed

and had to stop supplying rural credit. A similar situation prevailed in relation to the

rural marketing network, which is not yet on place, due to a lack of money to restart

business.
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But the long list of SAP opposition to food crop production it does not end with non-

approval of government projects in agriculture. Given its goal of increasing the country's

capacity to pay its foreign debt, the IMF/the World Bank obliges government to maintain

certain levels of foreign reserves, even if not for immediate use. This was the case in

1996, when Mozambique was forced to add US$1 00 million in its reserve in the central
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bank of the country, while government was willing to limit such reserve to about US$58

million (Hanlon, 1996: 31). Had the amount been limited to that proposed by the

government, certainly it would have been used for promoting development, such as in

agriculture and other social areas of interest.

5.1 Agricultural Marketing under Structural Adjustment Programme: The Case

of Maize

One of the most important cereals for food security in Mozambique is maize, which

accounts for more than 60% of the food base of the population. Its production is basically

ensured by the traditional agricultural sector, given the fact that it is a product of low

commercial value for the private sector. Decline in its production started shortly before

independence, as was also the case with other crops like rice (which is the second largest

food base), causing disruptions in food supply and subsequent famine, both of which

were worsened by the drought of the 1980s and the war.

When SAP was introduced the country was already relying on foreign aid for its maize

supply, mainly supplied by the United State of America and the European Union. After

the peace agreement, supplies of maize in the form of food aid continued, and FAO as

well as some Non-governmental Organizations involved on foreign aid, started buying

maize not only in neighbouring countries, but also in some areas of Mozambique, where

the peasantry had registered a good harvest.

But the system of 'free market' did not allow development of production by smallholders

to their maximum potential, as they could not find sufficient buyers for their surpluses.

The Institute of Cereals of Mozambique (ICM)7 created in 1994 in substitution of

AGRICOM as a state entity to promote commercialisation of cereals, shortly after its

creation faced the same problems as its predecessor: lack of funds and means of

transport. As a consequence, the food shortage continued, particularly in respect of maize

as the basic food cereal, and therefore, the country had to continue relying on food aid

7 The name is the same as that created in 1961 by Portuguese authorities, as well as the functions, although
in this case it has limited capacity and coverage.
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and imports. Table 5-1 indicates the extent to which the country continued to be

dependent on foreign aid in terms of the major cereals (maize and rice), even after the

introduction of the Structural Adjustment Programme.

Table 5-1: Supply of Cereals in Mozambique and Respective Sources, 1989/90 to

1995/96 (.000 ton):

Commercial year
(ApriVMarch) National Production Foreign Food Aid Import

Maize Rice Total Maize Rice Total
1989/90 330 95 425 228 72 300 n.
1990/91 453 96 549 347 48 395 n.
1991/92 327 56 383 374 58 432 n.
1992/93 133 33 166 646 62 708 70
1993/94 533 49 582 285 29 314 87
1994/95 527 97 624 254 50 304 105

n. = null or negligible

Source: Coulter, J.P., 1995, adapted. In "Estudo da Comercializacao e a Politica de

Precos do Milho em Mocambique" , based on data from the Ministry of Agriculture and

Fishery and the Michigan State University, based on data published by the Ministry of

Commerce, FAO, and the World Food Programme.

The Table shows a heavy foreign food aid dependence of the country, which accounted

on average for more than 89%, for the period 1989-1995. This means that the country

was only able in this period to meet 11% of its needs from internal production. At the

same time that the country was receiving foreign food aid, the traditional agricultural

sector was registering surpluses in many zones in the countryside, while others were

registering a shortage. Lack of an adequate marketing system resulted in the sale of

peasant surpluses in neighbouring countries (especially Malawi and Zimbabwe) through

informal trade on the borders, at well below world prices. Marketed maize for example, is

far below the levels of harvested production in rural areas, as can be seen on Table 5-2,

which presents maize production by province and the marketed surplus in 1994/95 and

1995/96.
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Evidence of the paradoxical situation of importing maize while internally the same

product is rotting due to a lack of buyers, as a result of the inefficiency of the commercial

network, is common in every harvest season. A recent article published in Maputo's daily

newspaper, Noticias, with the title "Abundance of maize embarrasses the authorities

of the Guijá district", is illustrative of this assertion:

- "the governmental authorities of the Guijá district are concerned with the fact

that peasants are facing enormous difficulties in marketing their agricultural surpluses,

particularly maize. According to information obtained through local district

administrator, Ricardo Guese Carre, it is estimated that more than 15 thousand tons of

maize is in the hands of rural households, in an area of 19 thousand hectares. The lack of

market can result in its deterioration. All this embarrassment results from the incapacity

of the handful of shop owners of the region to handle the matter, due to lack of funds for

commercialisation. Zones like Nalaze, Javanhane, Chibabel, and Sifa, in the past with a

total of twenty commercial shops and with enormous potential for maize production,

today have only two shops functioning, unable to absorb the agricultural production,

considered as unprecedented in the present campaign (...)" ( Noticias daily newspaper,

1999: 8).

The incapacity of private shop owners to deal with commercialisation is extensive to the

entire countryside and it has resulted in losses not only of income for rural households,

but also in terms of the opportunity for government to build up food security reserves,

which are critical for the country.
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Table 5-2: Production of Mozambican White Maize and the Marketed Surplus by
Province ('000 ton).

Province Year of Commercialisation Year of Commercialisation

1994/95 1995/96

Produced Marketed % Marketed Produced Marketed % Marketed

Niassa 79 5 6 128 7 5
Cabo Delgado 45 20 44 75 28 37
Nampula 41 29 70 77 40 52
Zambezia 92 32 35 171 25 15
Tete 45 5 11 27 9 33
Manica 102 20 20 48 23 48

Sofala 52 2 4 50 3 6
Inhambane 38 1 3 56 1 2

Gaza 24 1 4 42 3 7
Maputo 8 4 50 17 4 24

Total 526 118 22 692 143 21

Source: Coulter J.P., 1995, in "Estudo da Commercialisacao e a Politica de Precos do

Milho em Mocambique".

Table 5-2 shows an extremely low level of commercialisation of maize almost across the

country, which is one of the major problems of agricultural production. Only 22% of

maize produced in commercial year of 1994/958 was marketed, a percentage that reduced

by one per cent in the following commercial year (1995/96. According to Coutler (1995:

19), the private sector contributes 20% of commercialised maize surplus, while the bulk

of maize production comes from the family sector.

Zambezia and Manica provinces are traditionally the largest producers of maize, but the

quantity they marketed in commercial years of 1994/95 and 1995/96 does not correspond
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with their position as the largest producers, with the exception of the commercial year of

1995/96 for Manica. The causes of this low level of marketing might be associated with

problems of the marketing network (inaccessibility of roads, lack of shops in rural areas),

but Coutler indicates that one of the major reasons is the low level of profit in the maize

business, given high transport and storage costs.

The implication of low levels of commercialisation is the reduction of production in

future, as the peasants come to realize that they will face difficulties in marketing their

surplus.

5.2 Relationship between SAP Policy and Family Sector

Over the past eleven years of the SAP implementation, there has not been a clear policy

from the IMF/World Bank regarding assistance to the agricultural smallholder sector. In

its Country Assistance Strategy for Mozambique (CAS), for the period of 1998 -2000,

presented in December 1997, the World Bank again stressed its bias towards the private

sector. It has indicated as one of its three strategic priorities for development of the

country, the promotion of a rapid economic growth based on development of the private

sector.

For the first time however, it was mentioned in this CAS (in part, as result of growing

public outrage), that Mozambique should design a national programme for agrarian

development, as a component of public investment, to be submitted to the approval of the

Bank and donor countries for financing. The outcome of this understanding is presented

on section 5.3 of this chapter. It is worth emphasising that since the inception of the

Structural Adjustment Programme and the subsequent reduction of the state's role in the

economy, rural households have increasingly been facing serious difficulties in marketing

their production.
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5.3 Recent Trends in Government Policy Formulation

The lack of progress in agriculture has forced the government, not only to pressure the

international financial institutions involved in the economic reforms in Mozambique, but

also to seek partnerships, both domestically, and regionally. Domestically, there were
some important moves:

- on the basis of a government and World Bank understanding, the government designed

a six-year programme (1998 - 2003), known by its acronyni PROAGRI (National

Programme for Agrarian Development). The programme, essentially designed by the

Mozambican government, defines the actions and interventions that must be carried out

in the short and medium run in the agrarian sector of the country. One of the programme

components is support for agricultural production, aimed to "increase the agricultural

production and productivity in the country in order to progressively reach a food self-

sufficiency in basic products; supply the raw material to national industry; and make a

contribution for the improvement of balance of payments through production of export

crops, in accordance with the agrarian policy and strategy of its implementation"

(PROAGRI support to agricultural production's component, 1997: 2).

The total costs of implementing the component of support to agricultural production"

(which is of the interest in this study), is estimated at about US$21, 483.1 million over

the six-year period. The programme does not however, say how the traditional

agricultural sector will benefit from it, indicating only the costs involved. In terms of

investment for the period, money will be spent on building infrastructure, equipment

acquisition, agricultural inputs, training and seminars, technical assistance, research and

pilot activities; and in terms of operational costs, it will be spent on salaries, subsidies,
equipment maintenance, and equipment inputs.
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9 PROAGRI, as a comprehensive national programme for agrarian development comprises eight
components, together making up the entire programme, the support to agricultural production being one of
them. The other seven components are namely a) institutional development, b) research, c) extension, d)
livestock, e) forest and wildlife, f) management of agrarian land, and g) irrigation issues.
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The nature of the activities on which money will be spent suggests that once again it will

mostly channeled to the private sector, as stated in the strategic priorities of World Bank

in its Country Assistance Strategy for 1998 - 2000; and

- more stakeholders are being involved in redesigning agricultural policy, in recent years.

This is the case of various associations from civil society (peasantry, NGOs) and business

sector. The growing number of these associations is an indication of the awareness within

society of the need for a solution for the current national agricultural crisis"

Regionally, an initiative between the governments of Mozambique and South Africa

resulted in an agricultural joint venture between Mozambican and South African farmers,

called MOZAGRIUS, based in the Mozambican northern province ofNiassa.

Finally, a Food Security Project for a period of eleven years (1990 - 2001) has been

initiated, involving the Mozambican government, U.S. Agency for International

development and the Michigan State University. The basic objective of the project, which

is essentially a research project, is "to analyse the effect of recent market adjustments on

incentives facing traders and producers, and to assist the government of Mozambique in

establishing a pilot market information system" (in: briefing sheet of the project: October

1996).

5.4 Summary and Conclusions
The Structural Adjustment Programme, although it has created conditions for the

involvement of more enterprises in production through a process of market liberalisation,

has not changed the pattern of the agricultural production of food crops, which is still

dominated by the family sector. Most production from the family sector is not marketed,

because the SAP is more oriented to the private sector. Lack of roads and shops in rural

areas may continue to be the biggest challenge for the family sector, but the decisive role

in commercialisation should be played by the government at this stage, given the
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10 The most important stakeholders and agrarian associations are: a) Association of Mozambican Farmers
(AGRIMO); Farmers Association (AGRARIUS); Mozambican Association for Rural Development
(AMODER); Mozambican Youth Farmers Association (AJAM), and others at provincial level.
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unsuccessful intervention of the private sector. However, this possibility seems not to fall

within the scope of the economic restructuring programme regarding the agricultural

sector, as designed by the IMF/World Bank. The propensity of the private sector to invest

only in businesses with high returns, make it hard to predict when it will again be feasible

for marketing of peasant production to take place through rural shops.

A growing awareness within public opinion on the adverse effects of the Structural

Adjustment Programme on the poor has not yet been sufficient to change the nature of

the Bretton Woods institutions' policies. The national agricultural programme, seems to

be a good starting point, although, once again, it does not indicate clearly the role

reserved for traditional agricultural sector. Statements of the goals of the programme are

more general than precise with regard to the support needed by rural households.

In conclusion, I can say that the negative effects of the World Bank policy of "making

markets work and 'getting prices right" in agriculture, will have serious consequences

both for rural households' welfare and for government endeavours to building up food

security reserves. The World Bank and the IMF should allow the state to buy peasant

surpluses, as the most important indication of its willingness to support a true rural

agricultural development. Constraints on the sale of agricultural products by rural

households constrain the peasantry from producing more surpluses, as well as from

accumulating the capital they need to gradually modernise family sector agriculture.
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Chapter 6

Obstacles to Growth of the Family Sector
6.0 Introduction

The most recent World Bank's Country Assistance Strategy for Mozambique (1998 -

2000, presented in December 1997), gives impressive figures on the Mozambican

economic and social situation in rural areas, as indicated below:

80% of Mozambicans live in rural areas;

two-third of Mozambican peasants live in absolute poverty;

only 45% of peasants' children aged between 6 - 10 have access to school in rural

areas;

only less than 30% of peasant households market their agricultural products;

rural households present an average of about 3,7 months of food security (i.e., period

within a year, in which they have secured food); and

about 90.000 families across the country continue to be dependent on direct food aid

(The World Bank Memorandum on Country Assistance Strategy, 1997).

It may therefore seem contradictory that despite this evidence, the World Bank strategy

for reversing the situation relies more on industrial projects, such as the Pande gas project

in the southern part of Mozambique and the private sector in general. In rural areas the

strategy only envisages support to what the Bank calls "small farmers", a small number

of peasants that are already integrated in the category of a commercialised farm

economy, as defined in the conceptual framework for rural household economy, already

discussed in chapter 4, (section 4.2). The majority of the peasants are not part of the

strategy, because, both government and donor countries believed that, to ensure

development of agriculture, the sector must be modernised, either via mechanization (as

was the case at the beginning of independence), or through support to private sector

(since SAP). But what are the real obstacles to production within the traditional

agricultural sector?

This chapter aims to give a tentative answer to this question. Five issues are briefly

discussed for this purpose, namely a) issues of government policy formulation since
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independence (section 6.1); b) results of a case study (sub-section 6.1.1); c) rural credit

(section 6.2); d) impact of imports and foreign food aid; and finally, e) land tenure.

6.1 Government Policy Formulation

Since independence, the issue of food production has been high on the agenda of the

government, despite the successive failures of the policies adopted; it was a political need

to ensure that food is delivered to the population, so that it could see the merit of

socialism. According to Hanlon (1996: 44), until 1989 there were more than 250 donor

agricultural programmes, in continued efforts to improve agricultural production. These

have varied from the small to big programmes or projects, and yet, they have been

unsuccessful on their goals. In general, the projects had in common the exclusion of

smallholder farms, as far as incentives were concerned. This perception derives from the

conclusions of some of the studies, carried out by donor countries and international

institutions in different periods since independence of Mozambique, whose results I

briefly discuss in the next paragraphs. The aim of donor countries (many of them Nordic

countries), was to determine which would be the correct course of action in agricultural

support, within the framework of the government policy.

In line with government policy, a programmmg mtssion to Mozambique by the

International Fund for Agricultural Development (IFAD), carried out at the end of the

1970s, and aimed at identifying possible areas of intervention, outlined the following

detailed agrarian structure of the country, and the areas to be supported:

56

(A). private sector, having as sub-sectors a)plantations, and b)large farms;

(B). state sector (abandoned Portuguese farms), with sub-sectors a) state farms with

communal villages, and b) state farms without communal villages; and

(C). smallholder sector (with about 80% of population), subdivided into three sub-

sectors, namely a) smallholder cooperatives with communal villages, b) smallholder

cooperatives without communal villages, and c) unorganised (scattered) smallholders

(IFAD Report, s,a.: 12).
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Based on this agranan structure, IFAD concluded that it only would support the

smallholder sector organised in cooperatives (irrespective of whether or not they were

located in communal villages) and state farms with communal villages.

As far as the unorganised (scattered) smallholder sector was concerned, IFAD ruled out

any possibility of support, on the grounds that "it was difficult to reach", and this was in

line with the official policy of using the communal villages as the major institutional

framework for rural development.

In the government's terms of reference for the study it was suggested that the evaluation

should take into account the fact that government wanted to increase production of export

crops, as the shortage of foreign currency was gradually becoming a problem. Although

the IFAD team had to confine itself to the government socialist policy in its evaluation,

its opposition to the government's notion that export crops could have "favourable impact

on peasant incomes" , was an exception. The opposition to this plan was based on the

perception that smallholder farms stopped producing cotton after independence, and that

its forced cultivation in the colonial period was one of the causes of food shortage during

that time, in the areas where this practice prevailed.

In the overall IFAD assessment, the exclusion of unorganised and scattered smallholders

seems to be one of the obstacles that has blocked development of the rural economy,

during the socialist period of the country. Given that the unorganised smallholders

constitute the majority of the population, then it is difficult to see how the concentration

of resources in a small number of smallholders organised in cooperatives and state-owned

farms (faced with problems of management) could ever have promoted meaningful rural

development.

But the opposition to support rural smallholder sector was not a common wisdom. There

have been studies suggesting that in an economy predominately rural as is the case in

Mozambique, government could explore the role of consumer goods in mobilising crops

surplus from peasantry.
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In a study by Ole Stage on the reasons for the decline of peasant marketed production in

Mozambique, he pointed out that consumer goods constitute fuel for the engine of

social accumulation in developing countries. His assumption is that government can

extract more surpluses from peasants marketed production if a well organised policy of

buying surplus is put on place. In many cases, to attain such goals only requires that
,

consumer goods demanded by peasants (such as cloths, soap, shoes, plates, and manual

means of production), be on the shelves of rural shops. This is because the marketing of

,products from the peasant sector is still based on exchange for goods in most of the rural

areas. Most of the peasant needs, satisfied with cash, are basic commodities and, to a

lesser extent, the payment of taxes and transport from one place to another.

It follows in Stage's analysis that if the "supply of goods to the rural shops is less than the

capacity for cash crop marketing of the peasant sector minus its other cash needs, the

peasant sector only markets crops until the point where it is able to buy all goods in the

rural shops" (Stage, 1982: 15). If peasants respond to the increase of goods in rural shops,

then the marketed production from the peasant sector can be increased. But how then do

the goods function as fuel for the engine of social accumulation?

The answer is given by evaluating the differential between what was spent in buying

peasant surplus and what is gained in exports, not only in terms of marginal gain, but also

in foreign currency earned by the country. The marginal gain for the government is

always positive, because the price paid to peasants is always below the world price in

which the surpluses are sold. Furthermore, the country not only saves on imports of food,

but also improves its import capacity of goods demanded in rural shops for exchange

with peasants. If the process continues, the surplus to be gained from the marketed

peasant production can be continuously improved by the supply of more goods.
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In the final analysis, if the peasant sector can receive enough incentives to increase its

surplus, it can be seen, according to Stage, as an "engine for social accumulation", an

engine able to produce a considerable surplus, in the context of an underdeveloped

economy. Criticising the apologists of modernisation, who give more priority to new
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technologies for agriculture in rural economies, Stage comments that social accumulation

based on the traditional agricultural sector may be "an old-fashioned engine, its capacity

is limited, a more productive engine has to be procured. But if this old fashioned engine

is only working at half capacity because fuel is in short supply, it seems that the problem

of replacing it is not being effectively resolved. By saving fuel the engine stops and the

surplus necessary to procure a new engine is not forthcoming. The engine should on the

contrary, work at full capacity to produce surplus to procure the new engine" (Stage,

1982: 19).

Policymakers in Mozambique have generally ignored this factor of development when

drawing up agricultural policies. Emphasis was given instead to modernization, which, to

be 'fueled' demanded resources that were not available, or had to be sought overseas in

the form of loans, increasing the burden of foreign debt that could otherwise be avoided.

6.2 A Case Study

In fieldwork which I conducted in two distinct regions, as previously explained in the

methodology chapter, it was found that the nature of appropriate incentives vary

considerably, depending on the type of agriculture practiced, i.e., dry land agriculture, or

wetland. This is important for policy, because it clarifies the heterogeneity of the rural

households of the country, which is often ignored. The interviews were organized in the

form of questionnaires, which had to be answered individually, after a detailed

explanation of the objectives of the study. Involving 20 households in each zone of

interviews, in the questionnaire a list of seven problems that are hampering the progress

of production in smallholder farms were put forward, and the task consisted in marking

them with a number, from one to seven. Marking should reflect the priority given to a

certain incentive. Thus, marking a particular incentive with "1" would mean a person is

attributing to this particular incentive the highest importance; if "2", it would be

considered as second priority, and so on. The interviews had the following results:
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6.2.1 The Nalazi Area

Nalazi is an underdeveloped rural area, whose population depends on agriculture and

livestock. Most of its inhabitants have been incorporated in the colonial rural economy

based on migrant labour to the South African mines and forced cotton cultivation,

through which they managed, for generations, to finance the acquisition of cattle and

ploughs. In short, the region falls into the category of the subsistence farm economy, as

described in figure 4-1, on conceptual framework for rural household economy model. A

zone of wet land agriculture, Nalazi has no road network and it was heavily affected by

the war. The households are still struggling to get basic implements for production, as

well as basic commodities, which are not yet available in the only two shops (out of

about six) that reopened after the war. Despite these constraints, there has been a

considerable increase in agricultural production.

With people living scattered in a vast area of more than 30 square kilometers (an

estimate), the survey only reached 20 households, randomly selected. All them were

living in the area before the war started and had returned after it. As far as social

differentiation is concerned, the households have common ground in terms of asset

ownership. In brief discussions I had with them before filling in the questionnaires, all

referred to the fact that they lost their few belongings, including cattle, during the war,

and had to start again from scratch. With the exception of two families who said they

have a plough and oxen, out of twenty interviewed, the rest in this zone were still tilling

the land with hoes. Given the backward agricultural implements used, each household

was only able to cultivate between a half and two hectares.

The results of the survey showed that the major concern of these inhabitants is access to

markets, in order to sell their surpluses, so that they could fulfil their needs. Interviews

showed that access to market, basic commodities, and lack of production implements

occupied the first three places. The full list of results of the survey in this zone exhibits
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the following pattern, in order of order of importance, as far as the incentives for

production is concerned II:

Access to markets (100%);

Access to basic commodities (100%);

Lack of production implements (95%);

Just prices on crops marketing, (38%);

Technical assistance, (25%); and

Rural credit facilities,(13%); and

- title of land use (0).

It is interesting to note that no single household mentioned the issue of land access,

suggesting that there is no conflict over land in this area.

6.2.2 The Chékwë Area

Chókwê is an area that became overcrowded during the war, with many people coming to

live there from other parts of the countryside, seeking shelter. After the war some of this

population remained in the area, exploiting their plots, which were temporarily allocated

to them for their survival. With some areas of land being exploited by state farms and

others by private and family sectors, Chokwe (or the Limpopo valley, as it is known in

certain literature) became highly disputed. Geographically well located (proximity of

good roads, railway and serviced by one of the best irrigation schemes in the country),

the area exhibits a different pattern in terms of the needs and claims presented by its

households. Because of these factors, the order of priorities in incentives was the opposite

of the one previously found in Nalazi. Based on the same principle of marking the desired

incentives by order of priority, the result of the survey was the following:

Title of land use (95%);

Access to credit (75%);

Technical assistance, (73%);

Just prices on crops marketing (25%);
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Access to market (15%);

Production implements (10%); and

Access to basic commodities (0%).

Although similar studies were not conducted in other regions, both in Gaza Province and

other provinces, it is my conviction that the pattern of preferences would not differ

largely, given the common past of war and rural economy system in the rural

Mozambique. These differences in relation to needs according to specificity of zones

(depending on whether is wet or dry land) have serious consequences for policy

formulation, and point to the fact that rural areas are different in terms of its prevailing

conditions of production and access to markets. Geographical location, availability of

roads and irrigation systems, and other factors, lead to rural households holding different

perspectives on development and the kind of incentives or support they expect from the

government. Those cultivating wet land will tend to seek more opportunities for

increasing their crop sales via credit facilities for the expansion of cultivation, as well as

through the purchase of technologically relatively advanced agricultural equipment.

Those cultivating dry land have as their primary goal to produce for subsistence, but

demand marketing structures for their produce, as they can not secure it at their own. This

is reflected in the nature of the incentives they suggested in the interviews conducted in

the areas, if both areas' results are compared.

The problem of land titles, for example, was an important issue in the Chokwe region,

while for rural households in Nalazi it did not constitute a problem at all, given the fact

that there land is considered to be abundant.

6.3 Impact of Imports and Foreign Food Aid

The long civil war accompanied by cyclical natural disasters has left the country

vulnerable in terms of food. Most of the cereals deficit is still covered by food aid and

commercial imports, which are distributed in the following two ways:

part of food aid is distributed free of charge by the government institution dealing

with natural disaster relief, named the Directorate for Prevention and Combat to
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National Disasters (DPCCN, its acronym in Portuguese). The rest is marketed

through the commercial network, with the selling price established by the

government and the donor countries.

commercial imports of cereals are marketed at competitive prices, depending on the

costs involved. Most of the cereals come from as far as Mexico (in the case of

European Union food aid), or from neighbouring countries such as South Africa and

Zimbabwe.

The critical issues raised by the country's dependence on imports and food aid is that,

although helpful in surviving those difficult days, it now represents an obstacle to

agricultural development. On the one hand, it creates an apparent excess of supply of

food in those areas of easy access, while in other areas there is an absolute shortage. On

other hand, food aid that is commercialised is sold at a low price, the same happening

with imported food, (which is more competitive than local produce given the production

technology of the exporter countries) consequently discouraging national traders from

buying peasant surpluses.

6.4 Land Tenure

At independence land was declared state property, and every individual would have

rights to exploit it, without ownership. Introduction of a free market economy has forced

some changes in the use of land, but in essence it has remained state-owned. The article

3, chapter II of the new law of land passed by Parliament in 1997 (Law number 19/97 of

1st October), states that "the land is state property and can not be sold or, by other means,

alienated, mortgaged, or seized".

Some of the essential modifications contained in the new law includes amongst others,

the rights of use and exploitation in economic activities for a maximum period of 50

years, which can be renewed at the request of all people involved in economic activities,

(article 17). No term is determined for:

local communities which acquired the right of land for occupation;

land for housing; and
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land for the family sector, exploited by national singular persons.

Use and exploitation of land for economic activities is subject to attribution by the

government of a title of land use. The criteria to obtain title of use seem to be difficult to

meet and one of the causes of low investment in some of the land with irrigation

facilities. Smallholder farmers and other small farmers in Chokwe district (Gaza

province) complained that although they have used the land for some time, they have

never received title of land use, and fear that at any time they could lose their rights. As a

consequence, in the agricultural campaign of 1998 only 5,000 hectares were cultivated in

Chokwe, out of 30.000 hectares of irrigated land available (Domingo Newspaper, 1999:

12). Smallholder farms and small farmers claimed that they can not make investments in

a land that can be taken away anytime by the authorities, and demanded titles.

There has also been pressure from the World Bank and certain sectors of civil society for

land privatization, arguing that this would allow the farmers or other land users to use it

as an instrument of warranty (for example, mortgage) in credit negotiations.

6.5 Summary and Conclusions

This chapter aimed to discuss obstacles to the development of the traditional agricultural

sector. With more than 80% of the population living on the basis of agriculture, lack of

appropriate incentives represents the major obstacle for development, in an economy

whose markets are not yet integrated. Incentives required are mostly roads, rural shops

and primary commodities, as well as production implements. Technical assistance and

credit facilities as incentives, are limited to the smallholders cultivating wet land within

the irrigation systems available, while the majority are on dry land, needing less inputs

for their production. More importantly, the study showed that the critical element for the

success of rural economic recovery is the marketing of the produce of rural households

mainly of those in remote areas without transport facilities, which represents the majority

of the population.
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It was shown that policy formulation did not take into account various studies of the

history of national agriculture. One of these suggests that the traditional agricultural

sector constitutes an engine of social accumulation to enable the development of

agriculture and the country from the base, rather from the top with technology that must
be imported.

The case study carried out in Nalaze and Chokwe areas showed that rural households

have different needs, which, in my view, points to the need for differentiated policies in

rural areas, given the fact that most of the peasantry is practicing dry land agriculture.

Irrigation systems are available in a few regions across the country and therefore it would

be meaningless implementing an agricultural policy of incentives based on the needs of
this group of population.

Entry into the country of huge quantities of cereals in the form of food aid, although

helpful in the event of scarcity, needs careful management, to avoid its obstructive side

effects on national production, by imposing an apparent over supply and unfair
competition.

Finally, the law of land should be more flexible in allowing the land users to use it as a

collateral warranty on credit arrangements, rather than forbidding it, as is the case with

the present law. This would not necessarily mean that the state abdicates from its

ownership, but rather, it would allow the transfer of its rights for a certain period.
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Chapter 7

Some Final Considerations
Mozambique still has a long way to go until it is capable of producing the food that its

population needs. The Structural Adjustment Programme has not yet dealt with this

matter, despite many voices insisting that market liberalisation is the only way forward.

The apologists of market liberalisation ignore the basic fact that the Mozambican

peasantry is not yet fully integrated into the market economy and yet, cannot integrate

itself, given the market distortions that prevail and the level of impoverishment that they

face. This is worsened by the lack of alternative sources of income, which could create

the possibility of social accumulation to be later invested in agriculture.

This study aimed to investigate the role of the Structural Adjustment Programme in

encouraging food production, and to understand the obstacles that are impeding the

growth of food crop production in the traditional agricultural sector, as the major

producer of these crops. This was done by evaluating the merits of various agricultural

policies experimented within the country, from the colonial period to independence, and

later, under the economic rehabilitation programme. The conceptual framework of the

household economy helped to locate the Mozambican rural economy within the different

settings in terms of levels of market integration. Following this, different tables were

used to highlight the state of agricultural production and marketing of surpluses,

combined with data from fieldwork interviews.

7.0 Final Conclusions

The traditional agricultural sector has played the major role in food crop production in the

history of Mozambique, from the colonial period to date, due to the absence of a modern

agricultural sector. This study has confirmed that production of food crops has been

always dependent on incentives to rural households, mainly the existence of a market for

their surpluses. But the encouragement of food crop production by this sector was always

neglected by the policymakers, and hence rural households, and by extension, urban

inhabitants, have faced food shortages. This happened in a cyclical pattern in the past,

when the colonial authorities introduced forced cotton cultivation in Mozambique during
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1930s, and again in the post-independence period, with a centrally planned economy

biased towards state farms' production.

The study has confirmed that the lack of marketing facilities for rural households under

the agricultural SAP policy, especially reliable buyers of their surpluses, is the major

constraint on increases in food crops output. Given the private sector bias towards cash

crop cultivation, a state role in this regard remains of critical importance if success is to

be achieved in food crop production.

With the case studies undertaken in the two above-mentioned zones showing different

needs in terms of incentives on the basis of the geographical location of agricultural

regions, I would suggest different policy approaches to deal with incentive issues: on one

hand, rural households located on irrigated land should benefit from incentives such as

extension services, credit facilities, fertilizers and improved seeds, while those on dry

land could have guarantees from the state of marketing their surpluses at a given price

level. This mechanism, functioning with regularity and predictability, could build up

confidence among rural households' producers and avoiding the current situation in

which most peasants limit their production to the subsistence level.

It is my understanding that only with a committed policy of creating appropriate

incentives within the traditional agricultural sector, accompanied by a government

commitment to buying and storing cereals, can a real process of food crops growth start.

This is for many reasons: first, in the economic context of Mozambique, agriculture

constitutes the most important source of capital accumulation for the majority of the

population; secondly, agriculture not only employs the majority of population, but also

represents 80% of exports, most of which comes from the traditional agricultural sector,

despite the fact that less than ten per cent of the arable land is currently being cultivated,

according to recent statistics.
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7.1 Implications of the Findings

This study, along with others, has produced evidence that appropriate incentives for the

smallholder sector, rather than those currently provided within the framework of

economic liberalisation, are needed so that the cyclical situation of food shortage and

food aid dependence can be finally overcame. This study concluded also that in policy

formulation, attention must be paid to the initial conditions under which a population

coming from acute poverty caused by war, can be integrated in a liberalised market. In

this regard, some colonial experience, such as the one practiced in the Limpopo valley

with white settlers, could be repeated, in order to create a class of national farmers in the

long run. The study has also highlighted the need for differentiating types of incentives

for different groups of peasants, since rural markets do not present a uniform setting.

If policy is to succeed in its proclaimed intention of making agriculture the base of

economic development in the country, the starting point must be the traditional

agricultural sector, from which a process of food crop production would be gradually

consolidated. Today's smallholders could progressively become farmers, instead of

relying on the agricultural private sector dominated by foreign companies, which has

already proven to be biased towards cash crop production.

Although the Structural Adjustment Programme can not conclusively be named as the

sole cause of food shortage in Mozambique, the study showed that most of the

responsibility for the situation can be placed on the programme, through not addressing

the issue of incentives to the traditional agricultural sector.

Finally, it is also important to reaffirm that, unless regulations in commercialisation of

cereals from food aid and imports are put in place, peasants will be discouraged to

produce for markets.

7.2 Future Research

The current setting of the Structural Adjustment Programme with regard to agricultural

policy is inadequate for the growth of internal food supply, as revealed in this study.
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Incentives given to the traditional agricultural sector, as the major food producer can not

promote the growth of the sector, and, remaining an infant agricultural economy will

represent a continuous obstacle to developing the country's capacity to feed its

population.

While the private sector is reluctant to produce food crops due to low levels of profit, the

traditional agricultural sector seems to be the only one that should be empowered. Future

research should concentrate on the improvement of incentives for the traditional

agricultural sector, on the basis of findings that suggest the inadequacy of market forces

as the only way to promote agricultural output.
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Appendix:

The Rural Household Questionnaire for Selected Households

Identification

District .
Area .
Household name ...

1) What production incentives are most important in your agricultural activities,
amongst the listed below? Indicate them in order of its priority, by attributing a
number to each one, from "1" (high priority) to "7" (low priority):

Production Incentive
o Access to markets
o Access to basic commodities
o Production Implements
o Just prices on crops marketing
o Rural credit facilities
o Technical Assistance
o Title of land use

Classification number

2) What kind of farming equipment you are using?

Yes
o Plough and oxen
o Hoes
oOthers

3) Do you have cattle?
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