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Opportunities for private sector engagements in the refugee hosting areas of UgandaOpportunities for private sector engagements in the refugee hosting areas of Uganda

Mozambique has experienced positive economic 

growth over the past three decades. Growth pro-

jections remain positive at 2.3% in 2021 and 4.5% in 

2022 after accounting for the global impacts of the 

Covid-19 pandemic.1 Despite the country’s economic 

progress, poverty levels in Mozambique are signifi-

cantly high. In 2019 the country ranked 181 out of 189 

on the United Nations Development Program human 

development index.2 72.5 % of Mozambicans are 

multi-dimensionally poor, and an additional 13.6% 

are classified as being at risk of multidimensional 

poverty.3 This means that a majority of Mozambicans 

are prone to overlapping deprivations in the areas 

of health, education and standard of living.

The main threat to more comprehensive develop-

ment in Mozambique is a vulnerability to climate 

shocks and a weak capacity to recover from these 

shocks. Droughts, floods and cyclones are occurring 

with increasing frequency across the country with 

devastating impacts on an already vulnerable 

population. For example, in 2019, Cyclone Idai, a 

tropical cyclone with a maximum wind speed of 205 

Km/h, displaced 1.5 million people in the country 

and destroyed US$ 773 million worth of property.4,5,-

6Cyclone Kenneth hit Mozambique six weeks after 

cyclone Idai, and had even higher maximum wind 

speeds at 270 km/h.7 These events impact Mozam-

bique’s densely populated coastal lowlands through 

severe erosion, saltwater intrusion, loss of vital infra-

structure and the spread of diseases. 

Achieving sustainable development 
through green finance

 Globally, there is growing recognition that the 

financial sector can play a critical role in meeting 

the massive investment gap required to respond to 

climate change and achieve sustainable develop-

ment. Specifically, green finance has been identified 

as a practical strategy to direct investment towards 

activities that lead to cleaner, more sustainable and 

more resilient economies. 

Green finance involves the financing of projects, 

activities, policies, initiatives that lead to sustainable 

development, while also fundamentally re-shaping 

financial systems and processes to incorporate 

environmental, social and governance principles. 

Green finance activities exist in Mozambique. The 

concept is, however, new, yet to be developed, and 

applied in a piecemeal and ad hoc manner. Major 

stakeholders across the country’s financial sector 

are unaware of green finance, and this has led to a 

broader lack of knowledge, interest or participation 

from private and public sector players.

In response to the unique climate change and 

economic context of Mozambique, and the real 

opportunities available to build resilience through 

green finance, Financial Sector Deepening 

Mozambique has commissioned work to provide 

a plan towards the accelerated adoption of green 

finance in Mozambique. Financial Sector Deepening 

Mozambique exists to expand levels of financial 

inclusion in Mozambique, and the organization has 

an interest in supporting Mozambique in achieving 

its sustainable development agenda. 

in 2021 and 2022 
respectively.

The country is 
projected to grow by

2.3% and 4.5%

1 AfDB (2021) Mozambique Economic Outlook. Available: https://www.afdb.org/en/countries/southern-africa/mozambique/mozambique-
economic-outlook

2 UNDP (2020). The Next Frontier: Human Development and the Anthropocene Briefing note for countries on the 2020 Human Development 
Report – Mozambique

3 Ibid

4 ICRC. (2020, January 13). Cyclone Idai: Facts and figures. International Committee of the Red Cross. https://www.icrc.org/en/document/
cyclone-idai-facts-and-figures-0

5 World Vision- https://www.worldvision.org/disaster-relief-news-stories/2019-cyclone-idai-facts

6 Leahy, S. 2019. Why Cyclone Idai was so destructive. [online] Available at: https://www.nationalgeographic.com/environment/2019/03/why-
mozambique-cyclone-idai-was-so-destructive/ [Accessed 25 July 2021]

7   Miller, B. and Adebayo, B. 2019. Cyclone Kenneth: Thousands evacuated as Mozambique is hit with the strongest storm in its history. CNN. 
[online] Available at: https://edition.cnn.com/2019/04/25/africa/cyclone-kenneth-mozambique-evacuation-intl/index.html [Accessed 25 July 
2021].

EXECUTIVE SUMMARY

of Mozambicans 
are multi-
dimensionally 
poor

72.5 % 
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A plan to accelerate the adoption of 
green finance in Mozambique 

The work commissioned by Financial Sector 

Deepening Mozambique can be summarized into 

three outputs in order of priority:

• A roadmap to green finance for Mozambique. 

This document outlines four strategic interven-

tions that will position Mozambique to have a 

vibrant and dynamic green finance sector within 

ten years (2021–2030).

• An assessment of the financial sector and 

policy landscape in Mozambique to develop 

green finance. This document, which is this 

report, details the process to developing the 

roadmap and is the key supporting document.

This report presents a comprehensive assessment 

of the process undertaken to research, investi-

gate, inform and determine actions and activities 

that define the roadmap to green finance for 

Mozambique. The assessment included an 

extensive literature review, interviews with a wide 

range of stakeholders, consultation with experts 

and a workshop. As a result, this report provides 

a detailed presentation of the financial sector and 

the policy landscape in Mozambique and proposes 

solutions to move the country forward in adopting 

green finance.

Key challenges to progressing green 
finance and identified solutions

The assessment detailed in this report found that the 

following primary (foundational) and secondary (of 

lower priority) limitations to adopting green finance 

in Mozambique currently exist:

Driving pillars as principles to guide the develop-

ment of green finance

In response to the identified challenges, this report 

proposes the following driving pillars as principles 

to anchor the development of green finance in 

Mozambique.

• Addressing information asymmetry. Raising 

awareness among stakeholders, characterising 

the market and potential for green finance, and 

harmonising the understanding of green finance.

• Capacity building. Building the capacity of 

government and financial sector stakeholders 

in different aspects of green finance operations 

including developing monitoring and reporting 

protocols.

• Policy formulation. Creating the relevant policy 

frameworks and guidelines to foster a conducive 

environment for the uptake of green finance. 

• Supporting innovation. Developing innovative 

and bankable green finance initiatives and 

projects and creating suitable financial instru-

ments to finance these projects. 

Viable interventions and Theory of Change

To implement changes that will lead to establishing 

and mainstreaming green finance, the following 

specific interventions have been identified. These 

interventions were based on addressing identified 

challenges while optimizing the skills, expertise 

and network available through Financial Sector 

Deepening Mozambique.

Primary Limitations

Lack of knowledge and awareness on socio-
economic opportunities that can emanate from 
green finance

Lack of skills and capacity in establishment of green 
finance systems, processes and products

Competing needs at a national level leading to 
a lack of prioritization of green finance by public 
sector actors

Lack of national regulatory frameworks on green 
finance

Secondary Limitations

Risk aversion by investors due to uncertainties of 
novel ventures, unsteady financial markets, and the 
lack of skills

Lack of information on green finance opportunities 
and processes

Lack of adequate green finance instruments

Lack of cross-sectoral collaboration

Limited innovation in project development and 
finance harnessing  
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• Support and strengthen public institutions.

• Support and strengthen financial sector entities 

and private sector players.

• Support the development of green finance in-

struments.

• Identify and support the implementation of 

green projects. 

The interventions are supported by a Theory of 

Change process as outlined in the following diagram. 

Theory of Change provides clear linkages between 

the existing challenges in adopting green finance 

and the intended outcome of a vibrant and dynamic 

green finance sector. Achieving this outcome will 

lead to investment in sustainable development and 

a more resilient and prosperous country. 

A financial system in Mozambique that integrates and embodies a green esthos leading to a reorientation of
the flow of resources towards ecological, economical, and socially sustainable and inclusive initiatives to

deliver a fulfilling life for all Mozambicans with a focus on vulnerable groups including women, rural
dwellers, low-income citizens and financially excluded SMEs.

A greener fianancial sector
in place in Mozambique

Increased financing for
green projects

Short term Outcome 1.1: Enhanced
understanding of green/climate/
environmental risks and opportunities 
by public and private financial sector 
entities
Short term outcome 1.2 Sustainable 
Finance principles developed, 
operationalised and adopted by banks 
and insurance entities. 

Short term Outcome 2.1: Green finance
related policies and strategies have 
been developed and prioritized by the 
relevant government ministries.

Short-term outcome 2.2: Harmonised 
green finance goals across sectors and 
improved coordination to accelerate 
green finance.

Short term Outcome 3.1: New green 
finacial instruments developed by 
various financial sector entities.
Short-term outcome 3.2: Increased 
number of invenstible/environmentally 
friendly and sustainable projects 
accessing green finance funding.

Output 1.1.1: A Mozambican finacial sector green 
taxonomy developed and operationalised.

Output 1.1.2:Adoption and widespread use of the 
green taxonomy by financial sector entities.

Output 1.2.1: Bank of Mozambique and insurers 
association strengthened to support members in 
financial greening.

Output 1.2.2: Bank of Mozambique and insurer 
associations join the IFC sustainable Banking  
Network or other sustainable banking/ insurance 
networks.

1.           Support and strengthen public institutions.
2.          Support and strengthen the selected financial sector entities and private sector players.
3.          Support the development of green finance instruments.
4.          Identify and support the implementation of green projects

Lack of national regulatory frameworks on green finance, Lack of knowledge and awareness on green finance, Limited skill and capacity of 
how to green the financial sector, how to integrate ESG, how to identify green assets etc, competing needs at a national level, Lack of adequate 

investible large-ticket green finance project, lack of innovative green- finance instruments.

Limited financial access for disenfranchised groups like women, youth, rural dwellers, High rates of national dept, High exposure and 
vulnerability to climate-related disasters like flooding and cyclones.

Real Economy
Challenges to be

addressed

Green Finance
Challenges to be

addressed
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Output 2.1.1:  Green finance policy 
drafted and circulated among 
relevant stakeholders.

Output 2.2.1: Green Finance 
Task Force established and 
operationalised.

Output 3.1.1: Development of a green/
sustainability/blue bond issuance 
framework document.

Output 3.2.1: A green finance project co-
designed with relevant stakeholders.

Output 3.2.2: Green financial flow 
tracking tools/instruments developed and 
operationalised.

Output 3.2.3: Increased number of investors 
funding greenprojects.

Medium term Outcome 3: Increased volume 
of capital mobilized for low-carbon, climate-

friendly/ green/ sustainable projects

Medium term Outcome 2: Financial 
policies, regulations and incentives are 
developed and aligned with sustainable 

development or cimate goals.

Medium term Outcome 1: Increased 
capacity of financial institutions to identify 
and originate green assets and manage 
climate-related and environmental risks.
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of the population live 
below the poverty line and 
have an income of less 
than

62.9%

US$ 1.25 a day
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The purpose of this report

1.1  Context

Mozambique is focused on building economic 

resilience and achieving sustainable development. 

This is because the country faces real challenges 

in tackling climate change while developing its 

economy. Mozambique:

• Is increasingly prone to the adverse impacts of 

extreme weather events.

• Has a population that needs practical pathways 

to better livelihoods (62.9% of the population 

live below the poverty line and have an income 

of less than US$ 1.25 a day).8 

• Has abundant natural resources including 

rich and fertile agricultural land, an extensive 

coastline and renewable energy resources. 

Natural gas was recently discovered in the 

country’s Rovuma Basin.

These factors make green finance a particularly 

relevant concept for Mozambique. Green finance 

describes how policies and investments can be 

targeted at achieving environmental objectives 

while improving livelihoods. Financial Sector 

Deepening Mozambique (FSDMoç) exists to expand 

levels of financial inclusion in Mozambique. FSDMoç 

has an interest in seeing Mozambique realize its 

development agenda, and the organisation has an 

extensive knowledge, expertise and resources to 

support the country in efficiently and sustainably 

achieving its goals. 

FSDMoç has developed a Road map to green 

finance for Mozambique.9 This road map outlines 

driving pillars, strategic interventions and a Theory of 

Change process to guide the accelerated adoption 

of green finance in Mozambique over a ten-year 

period (2021-2030). This report presents the as-

sessments and analyses that form the basis of the 

road map. Figure 1 summarizes the entire process of 

developing the road map, and this report details the 

components that led to the final document. 

 

8 Ibid

9 FSD Mozambique and EED Advisory, 2021

FIGURE 1: 

A summary of 
the process to 
developing a 
road map for 
green finance in 
Mozambique

01

• A review of FSD Moc,FSD 

Africa and FSD Network 

Programming

• A review of relevant 

policies in Mozambique

• An assessment of the 

Mozambican financial 

sector with a monetary flow 

analysis.

• Interviews with key 

informants. 

• Development of a draft ToC   

LANDSCAPE

ASSESSMENT

• A review of the challenge and 

drivers of green finance

• A gaps and opportunities 

analysis for the  development 

of interventions

• A viability analysis of 

interventions

• Development of a ToC and 

green finance landscape 

report.

SYNTHESIS AND 

ANALYSIS

• Design of a 5-year green 

finance road map

• Stakeholder validation 

workshop

• Revision of ToC,landscape 

report and roadmap based on 

stakeholder inputs.

• Submission of final ToC, 

roadmap and green finance 

landscape report

Road Map
Development
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The road map to green finance for Mozambique 

takes into account the country’s development 

priorities while building on the resources available 

through FSDMoç, the broader Financial Sector 

Deepening Network and other partners and stake-

holders. The end goal is to simulate interest and 

action in two key aspects of green finance:

• Mainstreaming climate and environmental 

factors as a financial and strategic imperative 

in the financial sector or ‘greening the financial 

sector’. 

• Mobilising private and public finance for clean 

and resilient growth or ‘financing green projects 

and initiatives’.

1.2  Objectives and focus areas

The objectives of this report are to: 

• Provide assessment and analysis for the design 

of a road map to green finance for Mozambique.

• Describe a Theory of Change process that will 

best position FSDMoç and other partners to 

support Mozambique in implementing the green 

finance road map. 

• Identify potential opportunities for investors to 

participate in green finance in Mozambique. This 

includes identifying developed or viable projects 

and initiatives. 

The assessment and analysis presented in this 

report focused on building knowledge on the 

Mozambican financial sector, environment-related 

public policies in the country and international best 

practice.

1.3  Methodology

To accomplish the objectives of this report: 

• A thorough and extensive literature review was 

completed.

• 31 expert interviews with representatives from 

government, the private sector, Development 

Finance Institutions and Non-Governmental Or-

ganisations were conducted. Table 1 summarizes 

the organizations represented. 

• The findings of the literature review and 

interviews were used to inform a consulta-

tive process and validating workshop that 

resulted in the final road map to green finance 

for Mozambique. FSDMoç and green finance 

experts played a key role in this process.

TABLE 1: ORGANISATIONS INTERVIEWED IN ASSESSING THE GREEN FINANCE LANDSCAPE IN MOZAMBIQUE

INSTITUTION OR ENTITY NUMBER OF 
INTERVIEWS

ORGANIZATIONS INTERVIEWED

Government Ministries 2 Ministry of Economy and Finance, and, Ministry of Land, 
Environment and Rural Development.

Banking Sector Entities 9 Bolsa de Valores de Mozambique (BVM), BIM, BCI, ABSA, Bank 
of Mozambique (BM), Standard Bank Moc, Mozambican Banks 
Association, Sara Fakir- AMBA, Khiuri Zucula- AMBA

Insurance Entities 5 Insurance Supervisory Institute of Mozambique (ISSM), 
Insurance Association, Aris Seguro, Indico Seguros, Britam, 

Fintech Organizations 5 Fintech Association, Emola, MPESA, MCASH, FCDO

Development Finance Institutions 
Non-Governmental Organizations

5 IFC, World Bank, GIZ, Climate Bonds Initiative, WWF

Private Organizations 2 4R Digital Ltd, BIOFUND Foundation for the Conservation of 
Biodiversity

Financial Sector Deepening (FSD)
Network Entities

3 FSD Africa, FSDMoç, FSD Kenya
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Financial Sector Deepening Mozambique (FSDMoç) 

is one of nine Financial Sector Deepening (FSD) 

programmes that together form the FSD Network. 

This network was launched in 2019. The nine 

programmes are:

• Access to Finance Rwanda

• EFInA Nigeria

• FinMark Trust 

• FSD Africa 

• FSD Kenya 

• FSD Mozambique 

• FSD Tanzania 

• FSD Uganda

• FSD Zambia

Each programme focuses on developing coun-

try-specific inclusive financial systems in part-

nership with local stakeholders. FinMark Trust 

and FSD Africa implement programmes that are 

cross-cutting, regional or in countries that do not 

have a dedicated programme. FSD Africa also has 

a broader governing, strengthening and resourcing 

role. The FSD Network has attracted funding from 

various sources with the Foreign Commonwealth 

Development Office (FCDO) remaining the largest 

funding partner.

FSDMoç directs investment and insights to:

• Addressing constraints in the Mozambican 

financial market.

• Helping to diversify Mozambique’s economy.

• Providing knowledge and know-how to its 

partners and others to build a business for 

supplying appropriate and accessible financial 

services and products

At the core of FSDMoç’s strategy are women, 

youth, the rural low-income population, and small 

1.4  Financial Sector Deepening Mozambique 

FSDMoç has increased access 

to financial products for 1.5 
million unbanked people, 
aided the financial inclusion of 

1,100 small and medium sized 

enterprises, enabled 14,000 
people to access agent 
banking services and impacted 

3,800 people through 
informal savings groups

10   FSD Network. (2020). FSD Platform Country Annexes, Annex 1h. FSD Mozambique. https://www.fsdafrica.org/wp-content/
uploads/2020/08/251119-Annexe-1-FSD-Platform-Country-Annexes.pdf

businesses that lack access to appropriate and 

accessible finance. To date, FSDMoç has increased 

access to financial products for 1.5 million unbanked 

people, aided the financial inclusion of 1,100 small 

and medium sized enterprises, enabled 14,000 

people to access agent banking services and 

impacted 3,800 people through informal savings 

groups.10 

The FSD Network has developed a green finance 

strategic framework that involved a green finance 

diagnostic assessment in Mozambique. Following 

this, FSDMoç seeks to amplify its green finance 

programming and interventions going forward. 

Some of FSDMoç’s current activities around green 

finance include the design of new types of debt 

instruments which could include green, blue, and 

sustainability bonds, supporting the development of 

green housing and green building through capacity 

building on accessing climate finance for green con-

struction and the use of GIS data to determine areas 

within Mozambique that require green solutions to 

climate-related problems like flooding.

Annex 2 provides a comprehensive introduction 

to the FSD Network in general and FSDMoç. This 

includes the organization’s history, governance and 

operational arrangements, funding, and current and 

future activities. 
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Green finance

2.1  Defining green finance

There is no universal definition of green finance. The 

following examples show how various organizations 

have adopted the term.

 ‘Financial investments flowing into sustainable 

development projects and initiatives, environ-

mental products, and policies that encourage 

the development of a more sustainable economy. 

Green finance includes but is not limited to 

climate finance. It also refers to a wider range of 

other environmental objectives, such as industrial 

pollution control, water sanitation, or biodiversity 

protection.’ - Global Environmental Facility11 

 ‘Green finance is often used interchangeably with 

green investment. However, in practice, green 

finance is a broader term that encompass more 

than investments as defined by Bloomberg New 

Energy Finance and others. Most importantly is 

that it includes the operating costs of green in-

vestments that do not fall within the definition 

of green investment. Most notably, these would 

include project preparation and land acquisi-

tion costs, which are not just significant but can 

also present unique financing challenges.’ – 

United Nations Environment Program Finance 

Initiative12  

 ‘For the banking sector, green finance is defined 

as financial products and services, under the con-

sideration of environmental factors throughout 

the lending decision making, ex-post monitoring 

and risk management processes, provided to 

promote environmentally responsible invest-

ments and stimulate low-carbon technologies, 

projects, industries, and businesses.’ - Pricewa-

terhouseCoopers (PWC)13 

 ‘Green Finance is finance for “achieving 

economic growth while reducing pollution and 

greenhouse gas emissions, minimising waste 

and improving efficiency in the use of natural 

resources”’. - Organisation for Economic Co-op-

eration and Development14  

 11 GEF (n.d) Introduction to Green Finance

 12 Zadek and Flynn (2013): South-Originating Green Finance: Exploring the Potential, The Geneva International Finance Dialogues, UNEP FI, 
SDC, and iisd.

 13 Pricewaterhouse Coopers Consultants (PWC) (2013): Exploring Green Finance Incentives in China, PWC.

 14 Green Finance and Investment http://www.oecd-ilibrary.org/environment/green-finance-and-investment_24090344

 15 Lindenberg, N. (2014, August 2). Definition of green finance by Nannette Lindenberg. https://papers.ssrn.com/sol3/papers.cfm?abstract_
id=2446496

 16 Lindenberg, N. (2014, August 2). Definition of green finance by Nannette Lindenberg. https://papers.ssrn.com/sol3/papers.cfm?abstract_
id=2446496

This study adopts a definition of green finance from 

the German Development Institute that incorporates 

the following three aspects as illustrated in Figure 

2:15  

• Financing green investments.

• Financing green policies and regulations.

• Greening financial systems, products, and 

processes.

Financing green investments and financing green 

policies and regulations are sometimes jointly 

referred to as ‘financing green’ while greening 

financial systems, products and processes is also 

termed ‘greening the financial sector’.

02

Greening
financial
systems, 

products and 
processes

Finacing
green

investment.

Financing green
regulations and

policies.

FIGURE 2: 

The three aspects 
that define green 
finance according to 
the German Institute 
of Development16
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17   Financial Sector Deepening Network Green Finance Strategy

18 Group of Twenty (G20) Green Finance Study Group

19 2018 United Nations Environment Program Inquiry report

20 London Stock Exchange Group (2019). Developing the green bond market in Africa.  https://www.lseg.com/sites/default/files/content/
documents/Africa_GreenFinancing_MWv10_0.pdf

21 AFI (2020). Inclusive Green Finance Survey of the Policy Landscape.

22 African Development Bank Group. (2021, January 29). Climate adaptation summit 2021: “Whole systems” approach to public-private 
cooperation for climate-resilient infrastructure in Africa urged. African Development Bank - Building today, a better Africa tomorrow. 
Retrieved June 24, from https://afdb.org/en/news-and-events/climate-adaptation-summit-2021-whole-systems-approach-public-private-
cooperation-climate-resilient-infrastructure-africa-urged-40625

23 IFC and Amundi close world’s largest green bond fund. (2020, September 17). Green Finance Lac. https://www.greenfinancelac.org/
resources/news/ifc-and-amundi-close-worlds-largest-green-bond-fund/

2.1.1  Financing green investments and 
financing green policies and regulations 
(‘Financing green’)

Financing green investments and financing green 

policies and regulations involves investment of 

private and public capital in activities, projects, 

initiatives and programs that promote sustainable 

development.17 An alternative definition is the 

financing of investments that have environmental 

returns or benefits, for example, projects to reduce 

air, water and land pollution, initiatives to improve 

energy efficiency while utilising existing natural 

resources and activities around the mitigation of 

and adaptation to climate change.18 The definition 

includes financing public policies that encourage 

the implementation of environmental projects, 

for example projects that mitigate environmental 

damage or increase adaptation, and the scope of 

financing for these types of public policies includes 

transaction and preparation costs. 

2.1.2  Greening financial systems, products, 
and processes (‘Greening the Financial 
Sector’)

Greening financial systems, products and processes 

involves a fundamental realignment of the financial 

sector in terms of operations, products and services.19 

This includes the institution of transparent disclosure 

and reporting processes and extending the mandate 

of regulatory and policy-making bodies.

The past two decades have seen concerted efforts 

by the global financial community to integrate sus-

tainable development into the financial sector. In 

2003, the International Finance Cooperation in col-

laboration with major financial institutions launched 

the equator principles to determine and assess envi-

ronmental and social risks in projects. More recently, 

the Global Reporting Initiative task force on cli-

mate-related disclosures developed financial sector 

disclosure standards to guide financial reporting. 

Various initiatives to facilitate and fast-track greening 

of the financial sector continue to be developed 

including the Sustainable Digital Finance Forum, 

the Network for Greening of the Financial Sector, 

the Sustainable Insurance Forum, the Sustainable 

Stock Exchange Network and the United Nations 

Environment Program Finance Initiative.

Greening financial products involves the adoption 

of financial instruments such as equity, debt, grants 

commodities, and credit or interest rate derivatives 

whose proceeds are used for environmental or 

climate change projects.20 Broadly, these instru-

ments cover sectors such as sustainable agricul-

ture, renewable energy, green building, pollution 

prevention and control, sustainable water and 

wastewater use, and clean transport.21   

2.2  Green finance in Africa

Green finance is gaining traction in Africa. More 

countries and organizations are proactively taking 

steps to green their financial sectors and increase 

the number of environmentally friendly projects that 

receive funding and financing. In a spearheading 

effort to enable African countries to scale up green 

finance, the African Development Bank recently 

pledged US$ 25 billion to support low carbon and 

climate-resilient development for the period 2021 - 

2025, up from US$ 12.5 billion for the period 2016 

- 2020.22  The International Finance Corporation and 

Amundi have also set up a joint US $2 billion fund, 

the Cornerstone fund, to buy green bonds issued 

by banks in emerging markets.23 

The Climate Funds Update, a climate funds tracking 

initiative by the Overseas Development Institute, 

indicates that over the period 2003 - 2020 ap-

proximately US$ 5.8 billion was disbursed for 716 

projects across sub-Saharan Africa. Table 2 provides 

a summary of this data. 

African 
Development 
Bank recently 

pledged US$ 25 
billion to support 
low carbon and 
climate-resilient 
development for 
the period 2021 - 
2025,
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FUND AMOUNT APPROVED
(US$ Million)

NUMBER OF 
PROJECTS APPROVED

Green Climate Fund (GCF-IRM, GCF-1) 1621.8 46

Least Developed Countries Fund (LDCF) 771.7 169

Global Environment Facility (GEF 4,5,6,7) 678.9 177

Clean Technology Fund (CTF) 660.7 14

Global Climate Change Alliance (GCCA) 358.8 47

Pilot Program for Climate Resilience (PPCR) 286.9 16

Scaling up Renewable Energy Program in Low 
Income Countries (SREP)

263.7 21

Adaptation Fund (AF) 251.5 88

Forest Investment Program (FIP) 239.9 19

Central African Forest Initiative (CAFI) 182.2 11

Adaptation for Smallholder Agriculture Program 
(ASAP)

151.7 21

Forest Carbon Partnership Facility (FCPF) 118.3 18

Congo Basin Forest Fund (CBFF) 83.1 37

Global Energy Efficiency and Renewable Energy 
Fund (GEREF)

40.5 2

BioCarbon Fund 37 2

UN-REDD Program 36.4 8

Special Climate Change Fund (SCCF) 33.5 13

Millennium Development Goals Achievement Fund 
(MDG-F)

20 4

Partnership for Market Readiness (PMR) 5.9 3

TOTAL 5,842.5 716

24 Federal Democratic Republic of Ethiopia. (2011). Ethiopia’s Climate-Resilient Green Economy. 

25 Green bonds. (n.d.). JSE - Johannesburg Stock Exchange. https://www.jse.co.za/green-bonds

TABLE 2: CLIMATE FUNDS SUPPORTING SUB-SAHARAN AFRICA (2003-2020, USD MILLIONS): ADAPTED FROM THE 
CLIMATE FUNDS UPDATE

African countries are actively mainstreaming 

green finance, with different countries adopting 

approaches that best suit their context. For 

example:

 Ethiopia has a strategy paper on its transition 

to becoming a climate-resilient, middle-in-

come economy by 2025, and this includes 

building on renewable energy projects that 

are strong candidates for green financing.24   

 In South Africa, the Johannesburg Stock 

Exchange launched a green bond segment 

and green listing rules in October 2017.25  

The country also set up the King Code IV 

on Corporate Governance which sets out 

governance responsibilities for environ-

mental and social performance for a broad 

range of companies and financial institu-

tions.  

 Nigeria, an oil economy that is heavily 

reliant on fossil fuels, is at the forefront of 

adopting green finance, including enacting 

the Nigerian green bond framework that 

lists the criteria for approval of green bonds 

in Nigeria. 
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 The criteria closely mirror the Green Bond 

Principles.26 Banking institutions in Nigeria also 

regularly self-report on compliance as mandated 

by the Nigerian Sustainable Banking Principles.27  

 Morocco has been a trailblazer in the green bond 

market in Africa. The country is committed to tran-

sitioning to a green economy, and the Moroccan 

Capital Market Association has adopted a green 

bond framework that provides guidance on the 

issuance of green bonds. 

 In Kenya, various programs geared at making the 

financial sector more sustainable are underway. 

This includes the Kenya Bankers Association Sus-

tainable Finance program, the Kenya Green Bond 

program, and index-based weather insurance 

programs to enhance climate resilience across 

agricultural communities. 

 The Financial Sector Deepening Network has 

indicated that Rwanda, Mozambique, Uganda 

and Zambia are taking steps to establish green 

finance policy frameworks.

2.3  Tracking green finance

Mechanisms to track green finance are essential 

for accurately assessing the volumes of financial 

flows to green initiatives. This is what helps stake-

holders across government, financial entities, and 

the private sector to make informed decisions and 

design or continuously improve policies and regu-

lations. Globally, mechanisms to track green finance 

are at various stages of development, and the ability 

to accurately assess corresponding financial flows 

remains a challenge. For example, multiple sources 

financing, the presence of intermediaries, variation 

in the adoption of finance instruments, multiple types 

of recipients, and a lack of consistency in defining 

green activities have all complicated the ability to 

track green finance. There have been attempts to 

develop green finance tracking systems, and some 

key initiatives are described as follows.

2.3.1  The Organisation for Economic Co-
operation and Development Rio Markers

The Organisation for Economic Co-operation 

and Development (OECD) Rio Markers system is 

the most common tracking system for climate ex-

penditure.28 This system was developed following 

the 1992 Rio Earth summit to track development 

finance allocated to activities addressing desertifi-

cation, climate change and biodiversity. The system 

comprises of five markers, namely a biodiversity 

marker, a desertification marker, two markers on 

climate change mitigation and adaptation and a 

marker on local environmental issues. The cor-

responding data is collected from development 

finance institutions and published on the OECD 

Development Assistance Committee database.29  

A major limitation of this approach is that the process 

may fail to tag green financial flows from domestic 

resources. The system would therefore need to 

be coupled with other tracking mechanisms like a 

national budget coding system. 

2.3.2  The International Finance 
Corporation bottom-up approach to 
tracking climate flows

The International Finance Corporation (IFC) developed 

a process to compute green finance at the project 

level for the purpose of aggregating to national and 

sectoral levels. This bottom-up approach involves 

four steps:30  

Definition, where projects are classified 

as green based on what investment will 

be used for in the project.

Estimation, where the proportion of an 

asset that is green is estimated using 

project, sectoral or company level data.

Aggregation, where data is aggregated 

per industry and per country. 

Comparison, where appropriate de-

mand-side and supply-side comparisons 

can be made on available finance for 

green activities.

01

02

03

04

This tracking system is still being developed, and it 

faces the inherent issue of a lack of consistent defi-

nitions of what constitutes green activities. 

26 The Federal Ministry of Environment of the Republic of Nigeria. (2017, May 28). Green Bond Framework. 

27 ibid

28 Nesbit, M., Stainforth, T., Kettunen, M. and Blot, E. (2021). Review of approaches to tracking climate expenditure. Institute for European 
Environmental Policy (IEEP), Brussels and London.

29 OECD (2016), Rio Marker Climate and Environment-Related Development Finance Statistics.

30 International Finance Corporation (2017) Green Finance: A Bottom-Up Approach to tracking financial flows
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2.3.3  Budget coding, tracking, and 
reporting of green or climate related 
activities by national treasuries 

These are tracking systems used for projects 

financed domestically using national country 

budgets and disbursed through the local treasury. 

These green finance tracking systems do not 

work for funds directly transferred by develop-

ment partners to projects that operate outside 

government structures (“off-budget” expendi-

tures). Under these systems, climate-change-relat-

ed activities within budget items are tagged and 

assigned specific codes for tracking. Examples of 

countries with these systems are outlined below.

 Ghana developed a tool using national budget 

codes to isolate public expenditure on climate 

change.31  

 South Africa is currently developing a green 

finance tracking system. 

 In 2014, Indonesia introduced mitigation budget 

tagging in key ministries to track resources spent 

to achieve the national emission reduction target.

 The Philippines developed climate budget 

tagging to monitor and track climate-related ex-

penditure in the national budget system.

 Mozambique has a budget coding system in 

place for tracking climate finance expenditure. 

The Ministry of finance began to code climate 

items within its budget in 2014 based on a 

proposal from the Ministry of Environment with 

support from the United Nations Poverty-Environ-

ment Initiative.32 In 2016, mandated institutions 

at the sectoral level began to apply a climate 

marker to budget lines. Reports by the Global 

Climate Change Alliance Initiative indicates that 

this tracking system requires strengthening.33   

2.4  Defining what constitutes green 
activities: Green taxonomies

A green taxonomy is a ‘classification system for 

identifying activities or investments that will move a 

country towards meeting specific targets related to 

priority environmental objectives’.34 These activities 

could range from net emission reductions and 

energy efficiency to curbing deforestation. A green 

taxonomy offers guidelines and definitions of initia-

tives, projects and activities that can be classified 

as green. These definitions are critical in helping 

relevant stakeholders to make informed decisions 

on green investments. The lack of a green taxonomy 

can lead to the incorrect classification and tagging of 

investments by financial sector entities, a failure to 

track the financial allocations to these investments, 

and the hindered development of green finance. 

In response to these challenges, the World Bank 

developed guidelines to support national govern-

ments in emerging markets in developing green 

taxonomies.35 These guidelines identify the main 

users of a green taxonomy as:

• Banks and financial institutions.

• Financial regulators.

• Investors.

• Green and sustainability bond issuers, certifiers, 

and verifiers.

• Policymakers.

Existing taxonomies can be used as a basis to 

develop country-specific taxonomies. For example, 

in the Mozambican context, the South African green 

taxonomy, which is currently being developed by the 

South African National Treasury with support from 

the International Finance Corporation could provide 

a good template. The South African taxonomy is 

based on the European Union taxonomy and is likely 

to offer synergies with the Mozambican context.

2.5  Environmental, Social and 
Governance integration and 
reporting

Across the world, Environmental, Social and 

Governance (ESG) integration and reporting has 

gone from a niche, reputational measure to a 

mainstream activity with material implications on 

company balance sheets and investor returns.36 

31 Handbook, A. T. (2019). A TRAINING HANDBOOK CLIMATE FINANCE: BUDGET CODING, TRACKING AND Enhanced Transparency of 
Climate Finance in Kenya.

32 https://www.unpei.org/mozambique-opens-up-a-new-budget-classification-on-climate-change-2/

33 https://www.gcca.eu/stories/mozambique-increasing-public-finance-climate-change-requires-more-monitoring

34 ICMA as cited in The World Bank. (2017). Developing Green Taxonomy.

35 The World Bank. (2017). Developing Green Taxonomy.

36 OECD report.

37 Sustainable Banking Network: Necessary Ambition: How low-income countries are adopting sustainable finance to address poverty, climate 
change and other urgent challenge (2020).  

38 https://www.unpri.org/fixed-income/what-is-esg-integration/3052.article.
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There is a growing recognition that strengthening 

ESG interaction in the financial sector, specifically 

in banking, lending, procurement, project financing, 

products and services will increase the sector’s 

resilience to climate risk, improve sustainability and 

de-risk investments.37 

According to the Principles for Responsible 

Investment, ESG integration refers to “the explicit 

and systematic inclusion of ESG issues in investment 

analysis and investment decisions.”38 This means 

that financial institutions and banking entities are:

• Analysing not only financial information but also 

ESG information.

• Identifying material financial factors as well as 

ESG factors. 

• Assessing the potential impact of material 

financial factors and ESG factors on economic, 

country, sector and company performance.

• Making investment decisions that include con-

siderations of all material factors, including ESG.

Some of the ESG factors that financial sector entities 

need to consider are outlined in Table 3. 

TABLE 3: EXAMPLES OF ESG CONCERNS/FACTORS39 

ENVIRONMENTAL SOCIAL GOVERNANCE

Energy 
Consumption

Human Rights 
Quality of 
management

Pollution
Child and forced 
labour

Board 
independence

Climate Change
Community 
Engagement

Conflicts of 
interest

Waste production Health and safety
Executive 
compensation

Natural Resource 
Preservation

Stakeholder 
relations

Transparency 
and disclosure

Animal Welfare
Employee 
relations

Shareholder 
rights. 

ESG risks include physical risks from natural 

disasters such as droughts and flooding and tran-

sitionary risks that are related to the process of 

adjusting to a sustainable, green or low-carbon 

economy. As illustrated in Figure 3, both categories 

of risks can have adverse financial impacts. Once 

risks have been identified and understood, financial 

institutions are required to disclose or report on 

them and the corresponding mitigation strategies. 

This reporting should be visible to investors, 

customers, rating agencies and regulators.40 ESG 

disclosures are typically made in traditional financial 

reports, as stand-alone sustainability reports, or as 

stand-alone corporate social responsibility reports. 

Several countries have mandated ESG disclosure 

and reporting regulation.  There are also voluntary 

ESG disclosure standards or guidelines, such as the 

Global Reporting Initiative and Asset4 ESG. 

FIGURE 3

Classification of Environmental, 
Social, Governance risks and 
potential financial impacts

Physical Risks Potential Financial Impacts

Transition Risks

Policy Liability Technology

Flooding

Drought

Sea level 
rise

Extreme 
weather

Heat 
stress

Wind

Production /operation disrupitons 
(e.g power, transportation, worker 
availability)

Supply chain disruptions

Physical damage to assets (and 
raising insurance costs)

Changes in resource/ input prices 
(e.g water, energy, food)

Changes in demand for product/
services

39 World Bank Group (2018) Incorporating Environmental, Social and Governance Factors into Fixed Income Investment- https://openknowledge.worldbank.org/
bitstream/handle/10986/29693/125442-WP-PUBLIC.pdf?sequence=5&isAllowed=y

40 Z. Sautner, 2021. The Effects of mandatory ESG disclosure around the world-https://corpgov.law.harvard.edu/2021/05/10/the-effects-of-mandatory-esg-
disclosure-around-the-world/.
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Mozambique is located on the southeast coast of 

Africa, and it borders South Africa, the Kingdom 

of Eswatini, Zimbabwe, Zambia, Malawi, and 

Tanzania. The population of Mozambique as at July 

2021 was 32.163 million.41 Mozambique has expe-

rienced positive economic growth over the past 

three decades however the country’s economy 

contracted by 0.5% in 2020 mainly due to impacts 

of the Covid-19 pandemic. Despite this, growth 

projections remain positive at 2.3% in 2021 and 

4.5% in 2022.42 These projections are based on 

both domestic growth and international demand 

for commodities. 

3.1.1  Human development and well-being

Despite positive economic progress, poverty levels 

in Mozambique are high. In 2019 the country ranked 

181 out of 189 on the United Nations Development 

Program human development index.43 72.5 % of 

Mozambicans are multi-dimensionally poor, and an 

additional 13.6% are classified as being at risk of mul-

tidimensional poverty.44 This means that a majority 

of Mozambicans are prone to overlapping depriva-

tions in the areas of health, education and standard 

of living. 62.9% of the population live below the 

poverty line and have an income of less than US$ 

1.25 per day.45 

An assessment of the financial sector in Mozambique

3.1  Country overview and economic outlook

Improvements to the standard of living across the 

country are not evenly distributed, but rather are 

heavily concentrated in urban areas where only 32% 

of the population lives.46

3.1.2  Natural resources and climate change

The discovery of natural gas in Mozambique’s 

Rovuma Basin has opened up opportunities that 

could drive economic growth and development 

in the country. Mozambique also has vast areas 

of fertile land with high agricultural and irrigation 

potential. The country has an extensive coastline 

that offers numerous opportunities to exploit 

the blue economy, and its young and growing 

population represents a pool of energy, creativity, 

and labour, as well as a growing market for services 

and consumer goods. 

03

41 United Nations- Department of Economic and Social Affairs (2019) World Population Prospects 2019.

42 AfDB (2021) Mozambique Economic Outlook. Available: https://www.afdb.org/en/countries/southern-africa/mozambique/mozambique-economic-
outlook

43 UNDP (2020). The Next Frontier: Human Development and the Anthropocene Briefing note for countries on the 2020 Human Development 
Report – Mozambique

44 Ibid

45 Ibid

46 UNDP (2021). Sustainable Development Goals: About Mozambique. Available: https://www.mz.undp.org/content/mozambique/en/home/
countryinfo.html

Mozambique also rates below regional averages on 

indicators of well-being. Specifically: 

Maternal mortality which 
stood at 489 deaths per 
100,000 live births in 2015.

Infant mortality which was 
at 53.3 deaths per 1,000 live 
births in 2017.

Primary school completion 
rates which were 46.4% in 
2007.

Access to electricity 
which was at 24.2% of the 
population in 2016.
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The main threat to Mozambique’s development 

is a vulnerability to climate shocks and a weak 

capacity to recover from these shocks. Droughts, 

floods, and cyclones are occurring with increasing 

frequency across the country with devastating 

impacts on an already vulnerable population. As 

illustrated in Figure 4, from 1980 to 1997, five tropical 

cyclones with wind speeds of 92 to 142 km/h hit 

the Mozambican coast, and from 2000 to 2012 

the country experienced 11 tropical cyclones, six of 

which had wind speeds of over 167 km/h.47 In 2019, 

Cyclone Idai, a tropical cyclone with a maximum 

wind speed of about 205 Km/h, displaced 1.5 million 

people in the country and destroyed US$ 773 

million worth of property48,49,50 Cyclone Kenneth hit 

Mozambique six weeks after cyclone Idai, and had 

even higher maximum wind speeds at 270 km/h.51 

These events particularly impact Mozambique’s 

densely populated coastal lowlands through severe 

erosion, saltwater intrusion, loss of vital infrastruc-

ture and the spread of diseases such as malaria, 

cholera, and influenza.

FIGURE 4: 

Key natural disasters (1985 – 2018) 
– Source: World Bank (2020)

Climate change is also impacting the availability of 

water resources and biodiversity in Mozambique. 

Changing rainfall patterns are contributing to less 

soil water recharge and lower groundwater levels. A 

reduction in transboundary river flows is decreasing 

surface water levels. The county has recorded large-

scale biodiversity losses including a reduction in 

wild species and biotic homogenization.52 

The financial sector has been identified as having 

a central role to play in transitioning to cleaner, 

sustainable, and resilient economic growth and in 

the delivery of global climatic and environmental 

objectives. According to the World Bank, the sector 

“underpins economic growth and development and 

is crucial to alleviating poverty and boosting shared 

prosperity”. 

47 Intended Nationally Determined Contribution (INDC) of Mozambique to the United Nations Framework Convention on Climate Change 
(UNFCCC)

48 ICRC. (2020, January 13). Cyclone Idai: Facts and figures. International Committee of the Red Cross. https://www.icrc.org/en/document/
cyclone-idai-facts-and-figures-0

49 World Vision- https://www.worldvision.org/disaster-relief-news-stories/2019-cyclone-idai-facts

50 Leahy, S. 2019. Why Cyclone Idai was so destructive. [online] Available at: https://www.nationalgeographic.com/environment/2019/03/why-
mozambique-cyclone-idai-was-so-destructive/ [Accessed 25 July 2021]

51 Miller, B. and Adebayo, B. 2019. Cyclone Kenneth: Thousands evacuated as Mozambique is hit with the strongest storm in its history. CNN. 
[online] Available at: https://edition.cnn.com/2019/04/25/africa/cyclone-kenneth-mozambique-evacuation-intl/index.html [Accessed 25 July 
2021].

52 Seddon Nathalie, Mace Georgina M., Naeem Shahid, Tobias Joseph A., Pigot Alex L., Cavanagh Rachel, Mouillot David, Vause James and 
Walpole Matt 2016Biodiversity in the Anthropocene: prospects and policyProc. R. Soc. B.2832016209420162094
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Both public and private players in the financial 

sector are needed to close the massive investment 

gap required to implement among other things 

the Paris Agreement in climate change, to which 

Mozambique is a signatory, and the Global Deal for 

Nature, “a time-bound plan to save the diversity and 

abundance of life on Earth.”53,54

3.2  The banking and financial 
services industry

The origins of banking and financial services can be 

traced back to 1864 when the colonial authorities es-

tablished the Banco Nacional Ultramarino (BNU) in 

Portugal. BNU was a private bank given the exclusive 

rights to explore the financial market in Portugal’s 

colonies. Its mandate was to develop and regulate 

monetary policy in colonies and issue money. The 

bank was established in Mozambique in 1877 where 

it had sole control over the financial sector as was 

the main investor in the Mozambican economy. 

BNU also owned shares in several companies in the 

young nation.  It was only almost a century later in 

1960, that the first international banks were allowed 

to set up local branches in Mozambique. Some of 

these banks included Standard Chartered and 

ABSA bank. 3 years later in 1963 the first banking 

sector regulations were introduced in Mozambique 

through the decree-law 4529655.

3.2.1  Financial system structure and key 
players

Today, the financial system in Mozambique is char-

acterized by a dominant banking sector which is 

typical of financial systems in developing countries.  
56 Figure 5 and Table 4 provide an overview of the 

current structure and key players in the country’s 

financial sector. Institutions are governed by 

regulatory authorities including the Ministry of 

Economy and Finance and the Bank of Mozambique. 

The Insurance Supervision Institute of Mozambique 

regulates activities in the insurance and pension 

sector while the Bank of Mozambique supervises 

the activities of banks in the country.

FIGURE 5: 

An overview of the financial 
sector in Mozambique
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53 UNFCC. (2015). The Paris Agreement | UNFCCC. https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement

54 E. Dinerstein, C. Vynne, E. Sala, A. R. Joshi, S. Fernando,T. E. Lovejoy, J. Mayorga, D. Olson, G. P. Asner, J. E. M. Baillie, n. D. Burgess, K. 
Burkart, R. F. Noss, Y. P. Zhang, A. Baccini, T. Birch, N. Hahn, l. N. Joppa, E. Wikramanayake Science Advances (2019): eaaw2869

55 Verhoef, G., & Pateguana, C. (2019). Colonised, decolonised, centralised, decentralised: The development of central banking in 
Mozambique, 1975– 2010. African Historical Review, 51(1), 1-24. https://doi.org/10.1080/17532523.2019.1634916

56 https://www.unep.org/resources/report/green-finance-developing-countries-needs-concerns-and-innovations
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TABLE 4: KEY FINANCIAL SECTOR PLAYERS IN MOZAMBIQUE AS AT 202057 

Note: Information on the insurance market, social security & pension funds and the capital market has been 

obtained from the Republic of Mozambique: National Financial Inclusion Strategy 2016 – 2022. 

INSTITUTION NUMBER

Credit institutions

a) Banks 20

b) Micro-banks 9

c) Credit Cooperatives 8

d) Electronic money institutions 3

e) Investment corporations 1

Financial Corporations

a) Venture capital corporations 1

b) Group purchases management corporations 1

c) Credit card issuing or management corporations 1

d) Bureau de exchange 15

e) Savings & loans organizations 4

f) Microcredit operators 426

Insurance Market

a) Insurers 18

b) Micro-insurers 1

c) Reinsurers 1

d) Brokers 59

e) Business agents 10

Social Security & Pension Funds

a) Basic Social Security 1

b) Mandatory Social Security 2

c) Pension Funds 8

d) Pension Funds Management Companies 6

Capital Markets

a) Stock Exchange 1

b) Stock Exchange Operators 9

Development finance institutions, private equity 

firms, private investors and venture capitalists also 

participate in the financial sector in Mozambique. 

These include the International Finance Corpora-

tion, Development Finance Corporation, Proparco, 

CDC Group, Nederlandse Financierings-Maatschap-

pij Voor Ontwikkelingslanden NV(FMO), the African 

Development Bank, Norfund, GAPI, KfW Banken-

gruppe (KfW) and Investment Fund for Developing 

Countries.

3.2.2  Sectoral growth

Mozambique’s financial sector has grown rapidly 

and at a higher rate than regional counterparts over 

the last decade. The country registered a gross 

public capital formation rate, that is gross domestic 

investment in fixed economic assets such as roads, 

hospitals and schools, of 10% of gross domestic 

product.58 The number of banks in Mozambique 

also increased from 12 in 2005 to 20 in 2021.59  Some 

initiatives and factors that have contributed to the 

growth of domestic funding and the banking sector 

in the country include: 

57 The Bank of Mozambique- https://www.bancomoc.mz/fm_instituicoes.aspx

58 IMF (2018). IMF Country Report

59 The Bank of Mozambique - https://www.bancomoc.mz/fm_instituicoes.aspx
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TABLE 5: BANKING SECTOR INDICATORS FOR THE SOUTHERN AFRICA DEVELOPMENT COMMUNITY (SADC)61

SADC COUNTRY PRIVATE SECTOR CREDIT 
Percent (%) of gross domestic product 
average, 1995-2015

LIQUIDITY
Broad money percent (%) of gross 
domestic product average, 1995-2015

Angola 9.68 25.46

Botswana -18.85 39.3

Democratic Republic of Congo 3.42 6.75

Lesotho -3.38 35.53

Madagascar 13.9 21.65

Malawi 18.87 21.78

Mauritus 89.22 92.04

Mozambique 14.35 29.73

Namibia 48.2 45.67

Seychelles 74.86 78.03

South Africa 162.81 64.96

Swaziland 13.51 23.12

Tanzania 12.72 21.75

Zambia 31.01 20.65

Zimbabwe 46.92 133.36

3.3  Green finance monetary flows 

• A comprehensive financial sector reform 

program. 

• New laws to strengthen powers in bank supervi-

sion. 

• Introduction of financial reporting standards for 

banks.

• Laying the foundations for risk-based processes.

• Restructuring of problem banks and a clean-up 

of balance sheets to improve the soundness of 

banks.

• Improved communication and better use of 

market instruments to implement monetary and 

exchange rate policies.

• A reduction in volatility rates.

3.2.3  Private sector credit levels

Despite positive growth of the financial sector in 

Mozambique, there has been a decrease in the 

ratio of gross domestic product to private credit, 

especially in comparison to other countries in 

the Southern Africa Development Community 

(SADC). This situation has persisted as illustrat-

ed by the banking sector indicators summarized 

in Table 4.60 The current rate of private sector 

credit in Mozambique is 14.35% compared to a 

global benchmark of 50%. Low private sector 

credit is indicative of a low efficiency of financial 

institutions such as banks in allocating credit to 

the private sector, and this implies that the public 

sector dominates credit allocation. Liquidity, which 

is measured as the percentage of broad money 

to gross domestic product, in the financial sector 

in Mozambique is also low compared to several 

countries in the SADC region as summarized in 

Table 5. 

Due to the lack of a developed green finance 

tracking system, a review of Mozambican devel-

opment finance data provided by the Stockholm 

Environmental Institute was used to estimate 

funding allocated to environmental or climate 

change projects in Mozambique. This data indicates 

that between 2002 and 2010 0.60% of develop-

ment finance was committed to climate change 

adaptation and mitigation, while between 2011 and 

2018 this proportion rose significantly to 7.76%. 

60 2015 World Development Indicator report

61 Tembwo.J (2018),  Regional Financial Integration and its impact on financial sector development: The Case of Southern Africa.



An Assessment of the Financial Sector and Green Finance Policy Landscape in Mozambique

21

It is, however, important to note that climate finance is a sub-set of green finance, and these estimates may 

not represent an accurate picture of funding allocation to green projects and initiatives. Figure 6 summarizes 

the estimated flows of climate finance in Mozambique from source to sector over the period 2011 - 2018. 

FIGURE 6: 
An interactive flow diagram of 
estimated climate finance in 
Mozambique over the period 
2011 - 2018

Over the period 2002 to 2010 donors jointly 

provided a total of US$ 17.9 billion in development 

funding to Mozambique.62 US$ 14.5 billion was 

provided as Official Development Assistance grants 

while US$ 3.13 billion was in the form of Official De-

velopment Assistance loans. 99.8% of committed 

funds were disbursed during the same period, 

indicating a high level of project implementation.63  

About 17% of the total amount committed was 

directed to environmental-related fields. Agricul-

ture, Forestry and Fishing accounted for 4.5% of 

total commitment while the banking and financial 

services sector received US$ 186.83 million (1%). 

Figures 7 and 8 summarize these allocations. The 

funds were channelled through public and private 

sector entities including:

3.3.1  Development finance allocations to environmental initiatives (2002-2010)

• Through the State Budget managed by the 

Ministry of Economy and Finance.

• Through intermediary institutions such as United 

Nations for Development Programme or the 

World Bank. 

• Directly to implementing agencies such as public 

ministries or non-governmental organizations. A 

key public entity through which such funds are 

channelled is the Environmental Fund that was 

set-up to coordinate and mobilize resources and 

oversee funding of environment interventions.64 

62 Atteridge, A., Savvidou, G., Sadowski, S., Gortana, F., Meintrup, L., and Dzebo, A. (2019). Atlas of Development Finance: Donors to 
Mozambique. https://aid-atlas.org

63 ibid

64 National Council for Sustainable Development Climate Change Unit (UMC) (2015). Mozambique PPCR Report. https://www.
climateinvestmentfunds.org/sites/default/files/meeting-documents/mozambique-2015_ppcr_results_report_full.pdf

Climate Finance To Mozambique 
(2011-2018)

Climate Use SectorInstrument

Private
Funders

Source

Other
US$ 0.1 
million

Bilateral
Funders

Multilateral
Funders

Grants
US$ 507 
million

Loans
US$ 743 
million

Climate 
Mitigation

US$ 519 million

Cross Cutting 
Mitigation

and Adaptation
US$ 138.1 million

Climate 
Adaptation

US$ 622 million

General 
Environmental

Protection
US$ 161 million

Other
US$ 406 
million

Agriculture, 
Fishing and

Forestry
US$ 308 million

Energy
US$ 407 
million
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FIGURE 7: 
International development finance 
committed to Mozambique over the period 
2002–2010. Source: Aid Atlas, 2019.

FIGURE 8: 

Amount (US$ Million) of development finance 
committed directly to the environmental field 
over the period 2002-2010

Further analysis based on commitments in the Agriculture, Forestry and Fishing sector provides a project 

pipeline for the top ten funded initiatives between 2002 – 2010 is summarized in Table 6.
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TABLE 6: THE TOP TEN FUNDED PROJECTS IN AGRICULTURE, FORESTRY, AND FISHING IN MOZAMBIQUE OVER THE PERIOD 2002-
2010

PROJECT TITLE US$ MILLION YEAR

1 Sector Budget Support to Food Security 45.2 2006

2 Massingir 25.4 2007

3 Rural Incomes 22.2 2006

4 Fisheries Sector Support 21.8 2009

5 Proagri Common Fund 2004 – 2009 19.5 2004

6 Proagri Common Fund II 17.1 2008

7 Support to ProAgri II 15.7 2005

8 Private Sector Development Component 15.7 2005

9 Transfrontier Conservation Areas and Tourism 13.9 2005

10 Market-led Smallholder Development in the Zambezi Valley 13.8 2006

The water supply and sanitation sector (the water sector) accounted for approximately 5% of committed 

funds, and the leading financial instrument for this sector was grants which accounted for 73.2% of funds 

provided, while the remaining 26.8% was through Overseas Development Assistance loans. As summarized 

in Figure 9, the disbursement of funds to the water sector was at a lower rate, 70.6%, and this may indicate 

challenges in implementing the relevant projects and re-direction of funding after approval.65

FIGURE 9: 

Disbursed vs. committed 
development finance funds 
for the water sector over the 
period 2002 -2010
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The largest share of funding in the water sector 

was commitments for water supply and sanitation 

projects, US$ 437.85 or 55%, followed by water 

sector policy and administrative management at 

USD$ 112.31 million. The top-ten funded projects 

for the water sector relate to the development of 

water supply or sanitation infrastructure. Notable 

exceptions are Water Resource Development in the 

Pungue River Basin and Sanitation for the City of 

Maputo funded by Italian Aid in 2008, and Water 

Supply and Sanitation Project (Compact Activity) 

which focused on education and training in water 

supply and sanitation through funding from the 

United States of America.

Disbursements to the energy sector amounted to 

4.5% of total commitments. Unlike the water sector, 

Overseas Development Assistance loans were the 

prominent financial instrument for the energy sector 

accounting for 54.4% of the funding committed. Only 

38.8% of funding was provided through grants. 

The disbursement ratio in the energy sector was 

lower than that of the water sector, and the types of 

projects funded varied greatly, including financing 

for energy distribution, electric power and transmis-

sion, energy policy and retail gas distribution, hydro 

and biofuel power plants and nuclear energy plants.

Climate change initiatives were also funded through 

a sectoral approach. Total funds committed to 

climate change initiatives amounted to US$ 107 

million with 85.3% of this targeted at mitigation 

activities while less than 0.001% targeted adaptation. 

The remainder targeted both mitigation and 

adaptation.

3.3.2  Development finance allocations to 
environmental initiatives (2011–2018)

Over the period 2011-2018 a comparable but lower 

total of US$ 16.5 billion of development finance was 

committed to Mozambique by donors. US$ 10.7 

billion (65.3%) was provided as Overseas Develop-

ment Assistance grants, while US$ 4.92 billion was 

in the form of loans. The disbursement ratio was 

slightly lower than the previous decade at 97.7%. 

FIGURE 10: 

International development 
finance committed to 
Mozambique over the 
period 2011-2018
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There was a slight increase in the funds committed 

to the energy sector within this period with US$ 

800 million provided through grants (21%) and loans 

(53.7%). The types of energy projects funded were 

similar to the previous decade with the exception of 

an increase to funding for natural gas power plants.

Between 2017 and 2018, Development Finance 

Institution loans to Mozambique targeting the en-

vironment, that is, environmental protection, agri-

culture, forestry and fishing, were estimated at US$ 

57 million.66 Some of the projects funded include 

Mozambique Conservation Areas for Biodiversity 

and Development Phase 2, Emergency Resilient 

Recovery Project, Food Security through Climate 

Adaptation and Resilience in Mozambique, and 

Coastal adaptation and resilience.67 The Develop-

ment Finance Institution funding is geared towards 

both infrastructure and policy. For example, the 

Climate Investment Fund and Africa Development 

Bank are co-financing public sector projects that 

will influence the financial sector, including the 

Technical Assistance for the Development of a 

Climate Resilience Policy and Strategy and Drought 

Insurance Products for the Arid and Semi-Arid Zones 

of Southern and Central Parts of Mozambique. 68 

Overall, commitments to environmental related 

fields remained relatively consistent over the two 

time periods (2002–2010 and 2011–2018). Previous 

assessments of the public environment expenditure 

indicates that the average environmental expendi-

ture for the period 2007–2010 was 1.4% of Mozam-

bique’s gross domestic product or 3.5 billion per 

year and 4.3% of the state budget.69,,70 

3.3.3  Green financial flows from 
remittances

Remittances, that is cross-border transfers of money 

from workers in one country back to their country of 

origin- often through payments to family members71, 

form an unconventional source of climate finance, 

particularly for adaptation. Remittances help 

households cope with climate shocks by providing 

rapid relief during floods and droughts, and they 

improve disaster preparedness for individuals 

and communities. The reported average amount 

of remittances in Mozambique over the period 

2002-2010 was US$ 76.2 million.72 This amount 

increased to US$ 205 million between 2011-2021. 

It is challenging to further analyse or disaggregate 

amounts used for specific activities due to the lack of 

a tracking mechanism. It is, however, evident the re-

mittances flowing into Mozambique are increasing, 

suggesting that these flows contribute to resilience 

and should be captured to better inform progress 

in green finance. 

3.4  Human capacity assessment 

The financial sector in Mozambique, and in this case 

referring to both the public sector and the private 

sectors, needs skilled human capital to effective-

ly identify green assets, allocate finance to green 

projects and develop and implement green policies 

and regulations. The relevant entities include the 

Ministry of Economy and Finance, the Bank of 

Mozambique, the Bolsa de Valores de Mocambique, 

the Mozambican Banking Association, private 

banking entities and insurance providers. Some of 

the key capacities required are:

• Green project structuring by national entities and 

regulatory authorities. 

• Identification and monitoring of green assets on 

bank balance sheets.

• ESG integration and disclosure for banks and 

insurance sector entities.

• Alternative modes of accessing green finance 

funding. 

• Development of different green finance instru-

ments by public and private sector entities.

• Tracking green finance expenditure from 

domestic, Overseas Development Assistance 

and private sector resources.

It is difficult to gauge the extent of upskilling required 

and the training requirements of different financial 

sector players without a robust needs assessment. 

66 Atteridge, A., Savvidou, G., Sadowski, S., Gortana, F., Meintrup, L., and Dzebo, A. (2019). Atlas of Development Finance: Donors to 
Mozambique for Environment during 2017 – 2018. https://aid-atlas.org

67 ibid

68 Climate Investment Funds (2021). Projects. https://www.climateinvestmentfunds.org/projects/bdrp-technical-assistance-development-climate-
resilience-policy-and-strategy-and-drought

69 UNDP (2015). Mozambique opens up a new budget classification on climate change. https://www.unpei.org/mozambique-opens-up-a-new-
budget-classification-on-climate-change-2/

70 Boniato Studio (n.d). Public Expenditure Review in the Environment Sector in Mozambique UNDP climate. thttps://www.boniato.studio/public-
expenditure-in-mozambique

71 Economics Online (2021). https://www.economicsonline.co.uk/Global_economics/Remittances.html

72 World Bank (2020). Personal Remittances Received (Current US dollars-Mozambique) - https://data.worldbank.org/indicator/BX.TRF.PWKR.
CD.DT?end=2010&locations=MZ&start=2000
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Information collected through interviews with the 

Bank of Mozambique, Idea Lab, the World Bank, the 

Association of Mozambique Insurers, and others 

suggests that the level of knowledge and capability 

with regards to green finance and the aspects listed 

above is quite basic. ‘Banks within Mozambique 

have limited knowledge on green finance and how 

to advance it’ – stakeholder interviewed as part of 

this assessment. There is a clear need for capacity 

development to progress green finance. 

3.5  Status of Environmental, Social 
and Governance activities in the 
banking sector

Discussions with the Bank of Mozambique, the 

Mozambique Banking Association, and two inter-

national banks operating in Mozambique coupled 

with literature assessments reveal that Environ-

mental, Social Governance (ESG) integration and 

reporting in several banks in Mozambique has been 

poorly developed. While banks are aware of global 

concerns and a shift towards sustainability, they lack 

an understanding of how to integrate ESG in their 

operations and mitigate ESG risks. There is also no 

overarching policy framework requiring the integra-

tion of ESG. The few banking entities visibly integrat-

ing ESG are international or sub-Saharan African 

banks that are mandated to do so from their foreign 

headquarters. An example is ABSA Bank Limited 

which is headquartered in Johannesburg. ABSA 

Mozambique adopted new sustainability policies in 

2020 which they have been rolling out in 2021. The 

bank however still highlights challenges such as the 

costs of integrating ESG, for example in reviewing 

processes, procedures and reporting as well as 

ESG risk mitigation. It is likely that cost factors are 

discouraging other banks from incorporating ESG.

Lack of alignment with international initiatives is 

also contributing to the low level of integration and 

reporting of ESG in the Mozambican banking sector. 

For example, Mozambique is not a member of the 

Sustainable Banking Network (SBN), a voluntary 

community of financial sector regulatory agencies 

and banking associations from emerging markets 

committed to advancing sustainable finance with 

international best practices. The two overarch-

ing goals of SBN members are improving ESG 

risk management (including disclosure of climate 

risks) and increasing flows of capital to green 

activities.73 Another example is adoption of the 

Equator Principles, a risk management framework 

that can be adopted by financial and banking in-

stitutions to identify, assess, and manage environ-

mental and social risks when financing projects, 

clients and investments. Only foreign-owned banks 

in Mozambique like ABSA and Standard Bank have 

adopted these principles.74  

The overall low level of awareness on the 

importance of and means to integrate and report 

on ESG can potentially be remedied by four main 

strategies: 

• An enabling regulatory environment to create 

an underlying bedrock or framework for ESG 

integration. Research indicates that mandating 

ESG disclosure through policy and regulation 

increases the number of entities reporting on 

ESG; however, this does not necessarily increase 

the quality of ESG data.75  

• Support and strengthen important regulatory 

entities in the banking sector like the 

Mozambican Bankers Association and the Bank 

of Mozambique to support their members in in-

tegrating ESG. 

• Support regulatory entities to align with or join 

international initiatives and movements that 

support ESG integration. The Mozambican 

Banking Association could, for example, join the 

Sustainable Banking Network or support local 

banks to adopt the equator principles or join the 

Principles for Responsible Investment. Support 

of regulatory entities, as indicated in the two 

steps above, is necessary because research by 

the International Finance Corporation indicates 

that banks tend to take their cues from banking 

regulators. 76 

• Building the requisite human capacity within the 

financial and banking sector to integrate and 

report on ESG. Strengthening human capacity 

is integral to producing high-quality comparable 

ESG information. 

73 Sustainable Banking Network: Necessary Ambition: How low-income countries are adopting sustainable finance to address poverty, climate 
change and other urgent challenge (2020).  

74 https://equator-principles.com/members-reporting/

75 P. Krueger, Z. Sautner, D.T.Tang, R.Zhong, (2021) The effects of mandatory ESG Disclosure around the world.

76 IFC (2018), Raising $23 Trillion. Greening Banks and Capital Markets for Growth. G20 Input Paper on Emerging Markets. 
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An assessment of the policy landscape in 
Mozambique

The relevance of green financing is growing rapidly 

as nations increasingly appreciate the effective-

ness of aligning financial systems with sustainable 

development objectives. The financial systems of 

developing countries have developed greatly in the 

last decade and this has included a greater focus 

on green finance.77 Developing and enacting green 

finance policies is key to implementing Articles 7 

and 8 of the Paris Agreement on climate change, 

which outline agreed efforts to “enhance adaptive 

capacity, strengthen resilience and reduce vul-

nerability to climate change, as well as averting, 

minimizing and addressing loss and damage 

associated with its adverse effects”.78 

Green finance can effectively be promoted 

through:79 Intentional changes in a country’s 

regulatory framework.

• Increasing financing from different sectors.

• Harmonizing financial incentives.

• Increasing investment in clean and green tech-

nologies.

• Increasing the use of green bonds.

• Aligning financing decision-making with environ-

mental dimensions of the Sustainable Develop-

ment Goals.

4.2  Overarching and relevant 
policies, strategies, and plans

Mozambique recognizes that climate change 

challenges need to be addressed through policy 

instruments to attain sustainable development. 

The Mozambican Constitution directs the State to 

promote initiatives that, among other things, ensure 

conservation and protection of the environment.80

Mozambique is a signatory to the Paris Agreement 

on climate change, and the country has previously 

ratified treaties such as the United Nations Framework 

Convention on Climate Change, the Kyoto Protocol, 

and conventions for the protection of biological 

diversity, desertification, endangered species, 

hazardous waste, the law of the sea, ozone layer 

protection, pollution from ships and wetlands.81 

The country has a policy and regulatory framework 

that takes into account sustainability, and has been 

recognized for its efforts to lead green growth.82 Un-

doubtedly, one of the key enablers of transforming 

Mozambique’s economy into a green economy is 

through appropriate policies, and as such the role 

of an enabling policy, the framework cannot be un-

derestimated.83 

Figure 11 summarizes the existing policy framework 

in Mozambique as is further discussed as follows.

4.1  An overview of the role of policy in promoting green finance

77 United Nations Environmental Programme. (2016). Green Finance for Developing Countries: Needs, Concerns and Innovations. https://www.
unep.org/resources/report/green-finance-developing-countries-needs-concerns-and-innovations   

78 Klaus Prochaska, et al.,(2019). Inclusive Green Finance: A Survey of The Policy Landscape.Alliance for Financial Inclusion. https://www.afi-
global.org/sites/default/files/publications/2019-06/AFI_IGF_report_AW_digital_1.pdf 

79 United Nations Environmental Programme.(n.d).Green Financing. https://www.unep.org/regions/asia-and-pacific/regional-initiatives/
supporting-resource-efficiency/green-financing

80 The Government of Mozambique. (2018) The Constitution of the Republic of Mozambique. http://www.fao.org/faolex/results/details/en/c/LEX-
FAOC117331/ 

81 African Development Bank Group. (2015). Transition Towards Green Growth in Mozambique: Policy Review and Recommendations 
for Action. https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-Documents/Transition_Towards_Green_Growth_in_
Mozambique_-_Policy_Review_and_Recommendations_for_Action.pdf 

82 Rio + 20 Conference ( 21 June 2012). Mozambique emerges as a Green Economy at Rio+20 http://static1.1.sqspcdn.com/
static/f/1058662/19736235/1344262747443/rio20_mozambiquegreeneconomy.pdf?token=gShOAfxZ0fxV8gEp8XysN0s0K4E%3D 

83 United Nations Environmental Programme .(2015) . Green Economy Fiscal Policy Scoping Study: Mozambique. https://www.
greengrowthknowledge.org/research/green-economy-fiscal-policy-scoping-study-mozambique
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4.2.1  The Green Economy Roadmap (GER)

In 2012 the Government of Mozambique together 

with key development partners, launched the Green 

economy roadmap (GER) to cement its sustainable 

development agenda.84 This roadmap was the 

outcome of a strategic environmental assessment 

process that included participation from the gov-

ernments of Kenya and Tanzania.85 As espoused 

in the roadmap, Mozambique aims to become “ an 

inclusive middle-income country by 2030, based on 

protection, restoration and rational use of natural 

capital and its ecosystem services, to guarantee de-

velopment that is sustainable, inclusive and efficient, 

within the planetary limits.”86 The objectives of the 

roadmap are to:

• Ensure sustainable economic growth that is 

resilient to climate change.

• Ensure restoration and protection of ecosystem 

assets for the benefit of the present and future 

generations.

• Guarantee social equity in the distribution of 

the benefits of natural capital and its ecosystem 

services.

• Exploit development opportunities that lead to 

poverty reduction and foster creation of green 

decent jobs and restoration of environment as 

well as access to clean technologies.

The Green economy roadmap aims to help integrate 

green economy objectives into the country’s 

National Development Strategy 2015-2035.87 The 

roadmap provides a pathway towards a green 

economy by providing an assessment of specific 

challenges and sectoral gaps that need to be 

addressed.

4.2.2  The Green Economy Action plan and 
the Integrated Implementation Framework 

To implement and operationalize the Green 

economy roadmap, the government of Mozambique 

further prepared a Green Economy Action Plan and 

an Integrated Implementation Framework.88  

FIGURE 11: 

An overview of the existing 
policies in Mozambique of 
relevance to green finance

84 African Development Bank Group. (2015). Transition Towards Green Growth in Mozambique: Policy Review and Recommendations 
for Action. https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-Documents/Transition_Towards_Green_Growth_in_
Mozambique_-_Policy_Review_and_Recommendations_for_Action.pdf

85 African Development Bank Group. (2015). Transition Towards Green Growth in Mozambique: Policy Review and Recommendations 
for Action. https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-Documents/Transition_Towards_Green_Growth_in_
Mozambique_-_Policy_Review_and_Recommendations_for_Action.pdf

86 Government of Mozambique. (2011). Green Economy Roadmap, p.24.

87 John K, Peter S and Bernama. (21 October 2013) Following the launch of Mozambique’s Green Economy. https://wwf.panda.org/wwf_
news/?211633/Mozambique-Government-Approves-2013-2014-Action-Plan-For-Green-Economy 

88 African Development Bank Group. (2015). Transition Towards Green Growth in Mozambique: Policy Review and Recommendations 
for Action. https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-Documents/Transition_Towards_Green_Growth_in_
Mozambique_-_Policy_Review_and_Recommendations_for_Action.pdf
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TABLE 7: EXAMPLES OF GREEN FINANCE TOOLS AVAILABLE THROUGH THE GREEN ECONOMY ACTION PLAN (GEAP)

MEASURE or 
TOOL

CONTEXT

Online Green 
Economy 
Knowledge 
Platform

The GEAP contemplates the development of a public internet portal hosted by the National Statistics Institute. 
This portal shares information and opportunities with entrepreneurs and other civic stakeholders, exchanges 
national and international best practices, raises awareness, and communicates progress to the public. Such a 
platform if effectively used can be instrumental in presenting green investment opportunities for investors. 

Public 
Awareness

The GEAP tasks the Ministry of Land, Environment and Rural Development (MITADER) with implementing a 
program to improve public awareness about green growth and natural resource management, including 
television and radio outreach to local communities. MITADER and the Ministry of Education and Human 
Development are to coordinate the gradual integration of these concepts into the education system. The 
widespread creation of awareness on green growth envisioned by the GEAP is important in attracting green 
investments even at the grassroots level.

Strategic 
Environmental 
and Social 
Assessment 

The GEAP also notes the possibility of using Strategic Environmental and Social Assessments (SESAs) as a tool to 
assess policy alternatives and structure dialogue. In this process, SESAs can be used to provide information on 
green projects, identify how to improve institutions that play a key role in green finance and be instrumental in 
addressing major trends in green finance.

Measuring 
Performance 
and Indicators 
Framework

The National Accounts System of Mozambique relies on gross domestic product (GDP) as its primary measure 
of progress. However, GDP is now broadly recognized as an insufficient measure of development. The GEAP 
therefore calls for a process by which the government will select (a) a panel of three additional national green 
economy indicators, and (b) targets to measure social, environmental, and economic progress more holistically. 
The development of other performance indicators will be important in assessing the green economic growth of 
the country.

Monitoring and 
Evaluation 

The GEAP plans to establish Development Observatories (DOs) to monitor and evaluate the implementation of 
the plan. The Ministry of Planning and Development will lead the establishment of the DOs. The DOs complement 
information from existing monitoring and evaluation mechanisms at the national and sector level and may need 
to adjust gradually to meet new challenges and opportunities presented by a green economy.

The Green Economy Action Plan was approved in 

2013 and it identifies three pillars as major entry 

points to green economy policy in Mozambique:89  

 Sustainable infrastructure: Energy, transport, 

water, irrigation, sanitation, human settlements, 

and cities.

 Efficient and sustainable use of natural 

resources: Land, agriculture, forestry, tourism, 

conservation areas, fisheries, and mineral 

resources.

 Strengthening resilience and adaptability: 

Disaster risk reduction, education, employment, 

health and population, gender parity and 

women’s empowerment.

The Green Economy Action Plan contains well-elab-

orated green finance tools that will contribute to 

mainstreaming green finance in Mozambique. For 

example, the plan highlights: 

• That linkages between microfinance companies 

and small-scale commercial producers have 

been successfully modelled and tested.90  

• The existence of an innovative climate-indexed 

micro-insurance product launched in the country 

as a partnership between a financial institution 

and a local agricultural training institution.91 This 

climate-indexed micro-insurance helps to ensure 

that farmers receive payments during seasons of 

severe mid-season drought.92 

The plan promotes the replication of microfinance 

models and highlights their importance in supporting 

smallholder farmers. It advocates for the issuance 

of tax incentives for small-scale and artisanal miners 

to encourage them to participate in environmen-

tal, health, and safety practices, and, more broadly, 

recommends establishing a green economy imple-

mentation fund as a preparedness and resilience 

strategy. This fund can finance investments such as 

crop insurance schemes for small-scale producers 

and health and social protection services for the 

most vulnerable.

89 African Development Bank Group. (2015). Transition Towards Green Growth in Mozambique: Policy Review and Recommendations 
for Action. https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-Documents/Transition_Towards_Green_Growth_in_
Mozambique_-_Policy_Review_and_Recommendations_for_Action.pdf

90 Government of Mozambique (2012).  Green Economy Action Plan 2012-2014.

91 Government of Mozambique (2012).  Green Economy Action Plan 2012-2014

92 Government of Mozambique (2012).  Green Economy Action Plan 2012-2014
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The Green Economy Action Plan provides an 

important guide for Mozambique when the country 

is faced with development opportunities from the 

exploration of natural resources. Opportunities such 

as these may generate revenues for the country 

but create sustainability challenges.93 With the plan 

recognizing various green financing mechanisms, 

Mozambique is well-positioned to becoming a more 

inclusive and greener economy.

4.2.3  The National Development Strategy, 
2015-2035

The National Development Strategy (2015-2035) 

envisages the creation of the Development Bank 

of Mozambique dedicated to empowering of the 

national business sector. This bank would also 

serve as the public institution tasked with ensuring 

repayment of credits and the sustainability of 

projects. The bank would aid in securing funds 

for green initiatives and activities and in doing so 

progress green finance in the country.

The National Development Strategy also creates a 

Sovereign Fund of Mozambique based on revenues 

and additional income from the exploration of 

mineral and hydrocarbon resources. Key functions 

of the fund would be to guarantee the sustainable 

exploration of natural resources and ensure financial 

resources for strategic projects in the country. 

It is unclear whether the fund as proposed in the 

strategy has been set up, however, the fund would 

aid in financing sustainable development projects.

4.2.4  The National Climate Change 
Adaptation and Mitigation Strategy, 
2013-2025 

The National Climate Change Adaptation and 

Mitigation Strategy (2013-2025) recognizes that 

climate change originates from human activities 

revolving around land agriculture and other 

land-use changes, waste treatment and production 

processes such as burning fossil fuels. The strategy 

highlights that tackling climate change will involve 

collective action from different actors and stake-

holders.94 The purpose of the strategy is to establish 

guidelines for action to increase resilience in com-

munities and the national economy. This includes 

the reduction of climate risks, promoting low-carbon 

development and promoting a green economy by 

integrating adaptation and mitigation in sectoral and 

local planning.

The objectives of the strategy are to: 

 Develop the capacity to mobilize financial 

and technological resources and manage and 

implement appropriate responses to climate 

change.

 Build resilience and adaptation.

 Pursue a low-carbon future through participation 

at all levels, training and promoting technology 

transfer. 

These objectives provide a pathway towards 

promoting green finance in the country while 

advocating for the capacity building necessary 

to mobilize relevant financial and technological 

resources. 

4.3  A sectoral review of relevant 
policies, plans, and strategies 

4.3.1  Financial services 

Mozambique has no explicit policies that specifically 

mandate or incentivize local banking institutions 

and other key financing institutions to finance sus-

tainable projects. Investment in green activities in 

Mozambique is largely financed by the Government 

and multi-lateral funding. This funding targets 

activities which support government policies, partic-

ularly in capacity building and pilot projects.95  There 

are no public records or information available on 

green finance flows in Mozambique. 

Mozambique faces fiscal strain attributed to high 

wage bills and increased costs of servicing its 

debts.96 In 2016 it was reported that donor funding 

had declined due to the country’s high public 

debts.97 These debts constrain the country’s budget 

and offer limited opportunities to stimulate private 

sector growth.98  

93 Lewis, Z. A., & Kimenyi, M. (2016). Managing Natural Resources for Development in East Africa: Examining Key Issues with the Region’s Oil 
and Natural Gas Discoveries Roadmap Report. https://www.brookings.edu/wp-content/uploads/2016/07/Managing-Natural-Resources-for-
Development-in-East-Africa.pdf 

94 GoM , National Strategy for Climate Adaptation and Mitigation ,2013-2025.      

95 Kemal Vaz et al., . (2011). Green Investments in Mozambique. Bank of Mozambique. https://energypedia.info/images/b/b2/EN-Green_
Investments_in_Mozambique-Kemal_Vaz%3B_et._al..pdf

96 African Development Bank  .(2018). African Economic Outlook.  https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-
Documents/country_notes/Mozambique_country_note.pdf 

97 African Development Bank .(2018). African Economic Outlook.  https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-Documents/
country_notes/Mozambique_country_note.pdf

98 African Development Bank.(2021). https://www.afdb.org/en/countries/southern-africa/mozambique/mozambique-economic-outlook 
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99 Cruz, A. S., Ferreira, I. A., Flentø, J., & Tarp, F. (2011). Economic development and institutions Mozambique at a fork in the road: an institutional 
diagnostic .Chapter 13 Synthesis and policy recommendations. https://igmozambique.wider.unu.edu/sites/default/files/Publication/MOZ%20
Cruz%20et%20al.%20Chapter%2013.pdf 

100 Republic of Mozambique. (2011). Strategy for the Development of New and Renewable Energies 2011-2025. https://www.climate-laws.org/
geographies/mozambique/policies/strategy-for-new-and-renewable-development-2011-2025 

101 Government of Mozambique .(2017). Pre-Assessment Report of the Mozambique Energy Sector Under the Principles of the International 
Energy Charter and the Energy Charter Treaty. https://www.asktheeu.org/en/request/4272/response/13791/attach/5/annex%203.pdf 

102 World Bank . (2015). Mozambique Energy Sector Policy Note. https://documents1.worldbank.org/curated/en/135711468180536987/ACS17091-
REVISED-PUBLIC-Mozambique-Energy-Sector-Policy-Note.pdf

103 June, R. (2018). African Development Bank Mozambique Country Strategy Paper 2018 -2022 Supporting Mozambique Towards The High5s. 
June 2018

104 June, R. (2018). African Development Bank Mozambique Country Strategy Paper 2018 -2022 Supporting Mozambique Towards The High5s. 
June 2018

105 Growth Institute. (2018).  Green Growth Potential Assessment, Mozambique Country Report. https://gggi.org/report/green-growth-potential-
assessment-mozambique-country-report/

106 Zorrilla-Miras, P., Mahamane, M., Metzger, M. J., Baumert, S., Vollmer, F., Luz, A. C., ... & Grundy, I. M. (2018). Environmental conservation and 
social benefits of charcoal production in Mozambique. Ecological Economics, 144, 100-111. https://www.sciencedirect.com/science/article/pii/
S0921800916312915 

107 Global Green Growth Institute. (2018).  Green Growth Potential Assessment, Mozambique Country Report. https://gggi.org/report/green-
growth-potential-assessment-mozambique-country-report/ 

108 Republic of Mozambique. (2011).Strategy for the Development of New and Renewable Energies 2011-2025. https://www.climate-laws.org/
geographies/mozambique/policies/strategy-for-new-and-renewable-development-2011-2025

Mainstreaming green finance in the country will also 

require building financial literacy as a vast majority 

of Mozambique’s population constitutes the rural 

poor who are currently financially excluded.99 

There is a need for green finance related policies 

and strategies to promote financial literacy as part 

of addressing aspects such as access to credit or 

developing welfare-enhancing products like climate 

insurance.

4.3.2  Energy

Mozambique is well endowed with renewable 

resources including, solar, biomass and hydro. 

Hydro power is the main source of energy in the 

country.100 While official policy recognizes the 

potential of renewable energy and is supportive 

of the deployment of clean energy, no regulation 

or specific legislation directly supports the use of 

renewable energy.101 The lack of specific legislation 

on renewable energy means that there are missed 

opportunities in ensuring enhanced investment in 

renewable energy. 

Mozambique’s energy sector faces three major 

challenges, namely reliable and efficient energy 

supply, generation and transmission capacity and 

access to electricity.102 These challenges are exac-

erbated by monopoly over the generation and dis-

tribution of energy by the National Energy utility in 

Mozambique which makes it difficult for the private 

sector to invest in green initiatives.103 The off-grid 

market is also dominated by a government agency 

(The energy fund for Mozambique) which has 

monopoly over the whole value chain from design 

to implementation. While the country has increased 

electricity access for its rural population, the entry of 

the private sector would enable greater innovation 

and efficiency.104.

Despite this context, Mozambique has policies in 

place to incentivize the private sector to produce 

renewable energy including:105 

Strategy for the Development of New and 

Renewable Energies 2011-2025

The driver for developing this strategy was the vast 

and as yet not fully explored energy resources in 

Mozambique including gas, agricultural biomass 

and hydro-power, and the fact that the country has 

80% of the reliance on wood biomass as a fuel 

source.106 There are opportunities to increase clean 

energy access in Mozambique. The strategy outlines 

guidelines for the development of renewable, 

off-grid and on-grid energy supply. Its objectives 

are to:

• Enhance access to quality energy derived from 

renewable sources.

• Develop the use of technology to harness 

renewable sources of energy.

• Promote public and private investments in 

renewable energy.

These objectives were developed with the under-

standing that financial barriers are the most signif-

icant impediments to renewable energy projects 

in Mozambique, leading to a slowed project devel-

opment and investment process.107,108 To address 

this constraint, the strategy outlines various 

measures aimed at increasing investment appetite 

in the renewable energy sector, some of which are 

discussed below: 
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MEASURES OF INCREASING INVESTOR APPETITE FOR RENEWABLE 
ENERGY PROJECTS IN MOZAMBIQUE

BOX 1

 Issuance of tax incentives. This is to be implemented through a market approach that actively 

promotes the sale of off-grid energy technologies (including solar) to customers. The market approach 

is financed through commercial credits obtained from private initiatives and beneficiaries of fiscal 

incentives established from government funds.109 

 Issuance of green certificates. These certificates are to be issued to investors in the renewable energy 

sector, conferring certain benefits or exemptions.

 Carrying out an awareness campaign. To promote and accelerate public-private investments in 

renewable resources, the government undertakes to conduct a dissemination campaign of the strategy 

with the aid of financial institutions and countries active in the renewable energy sector.

The strategy further suggests that financing 

mechanisms for the development of new and 

renewable technology can lead to credits for im-

plementing renewable energy projects. Examples 

include energy conversion technology for micro, 

mini and small projects. Technology plays a key role 

in reducing the costs associated with environmental 

protection by increasing efficiency.110   

While the strategy was aligned towards achieving 

the millennium development goals, it could be 

revised to incorporate the sustainable develop-

ment goals introduced in 2015, which will aid in 

mitigating climate change impacts on livelihoods 

while pursuing green investments.

 

TABLE 8: ADDITIONAL STRATEGIES AND POLICIES IN THE ENERGY SECTOR IN MOZAMBIQUE THAT PROMOTE GREEN FINANCE.

Source: Pre-assessment Report of the Mozambican Energy Sector under the Principle of the International Energy Charter and Energy Charter Treaty111 

POLICY or STRATEGY OBJECTIVE

The Off-grid and Renewable 
Energy Strategy, 2012 

The strategy envisages the promotion of private sector investment in the renewable energy 
sector. It advocates for the establishment of a commercial financing platform that should have 
simplified application and granting procedures of finances to applicants who want to invest in 
renewable energy.112 This strategy recognizes the importance of not only having a financing 
platform for renewable energy, but one which potential investors easily understand to boost 
green finance in Mozambique.

Renewable Energy 
Development Policy approved 
by the Resolution of the Council 
of Ministers n. 62/2009 of 14 
October

To promote the provision of new energy services and renewable quality at affordable prices, 
particularly in rural areas

Energy Strategy Approved by 
the Resolution n. 9/2009 of 10 
March, the Council of Ministers

Encourages the business and financial sector to invest in research and development of new 
products and technologies.

Biomass Energy Strategy, 2012 Recognizes the development of incentive mechanisms such as Reducing Emissions from 
Deforestation and Forest Degradation (REDD) which is imperative in mobilizing rural 
communities to engage in sustainable management practices for wood energy production.113The 
approach advanced by the strategy aims to grant incentives to encourage rural communities 
to use wood energy sources sustainably. Financial mechanisms such as REDD seek to 
acknowledge the monetary value of carbon stocks in forests, thus encouraging sustainable 
development as they incentivize local communities to protect forests.114

109 Republic of Mozambique. (2011).  Strategy for the Development of New and Renewable Energies 2011-2025. https://www.climate-laws.org/geographies/
mozambique/policies/strategy-for-new-and-renewable-development-2011-2025 

110 Popp, D. (2012). The role of technological change in green growth. https://www.nber.org/papers/w18506

111 Anucêncio Bouene,et al., (2015).  Pre-assessment Report of the Mozambican Energy Sector under the Principle of the International Energy Charter and 
Energy Charter Treaty. Ministry of Mineral Resources and Energy of Mozambique.  https://www.asktheeu.org/en/request/4272/response/13791/attach/5/
annex%203.pdf 

112 Kemal Vaz et al., . (2011). Green Investments in Mozambique. Bank of Mozambique. https://energypedia.info/images/b/b2/EN-Green_Investments_in_
Mozambique-Kemal_Vaz%3B_et._al..pdf 

113 Government of Mozambique. (2012).  Biomass Energy Strategy Mozambique.  http://www.fao.org/forestry/energy/catalogue/search/detail/en/
c/1307261/#:~:text=The%20objective%20of%20the%20formulating,lower%20carbon%20energy%20supply%20scenario. 

114 Norman, M., & Nakhooda, S. (2015). The state of REDD+ finance. Center for Global Development Working Paper, (378). https://papers.ssrn.com/sol3/papers.
cfm?abstract_id=2622743 
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There are ongoing legislation processes in 

Mozambique to pursue clean energy through 

financial incentives which will in turn encourage 

green investments. For example, in the transport 

sector, the government is undertaking actions to 

create licensing legislation for natural gas stations 

and to incentivise the purchase of hybrid vehicles.115  

4.3.3  Agriculture

Like many African countries, agriculture plays a 

major role in Mozambique’s economy. At least 80% 

of the country’s population is involved in agricul-

ture.116 Agricultural productivity and livelihoods are 

therefore particularly vulnerable to the increasing 

frequency of extreme weather events in the country. 

Mozambique has three key documents that recognize 

the importance of adaptation to climate change in 

the agricultural sector, namely the:117 

 National Adaptation Program of Action. 

 National Climate Change Strategy. 

 Climate Smart Agriculture Action Plan.

The National Adaptation Program of Action 

identifies climate-related hazards to include floods, 

temperature rise, extreme weather events and 

drought.118 Despite policy recognition of climate 

change challenges, access to agriculture finance 

in Mozambique is inequitable and benefits medium 

and large-scale farmers rather than small-scale 

farmers.119 Barriers to accessing finance for small-

scale farmers include unattainable requirements on 

collateral, guarantees, business plans and business 

history.120 Lending services also do not prioritize 

climate-smart agriculture, sustainability or nutrition 

aspects, making the agricultural sector vulnerable 

to climate change.121 It is estimated that 97% of 

the farmers in Mozambique are unable to access 

the credit that would help them adopt sustainable 

farming practices.122 

Overall, there is a need for policies in the agricultural 

sector in Mozambique to  address financial barriers 

that are faced by farmers, and specifically small-scale 

farmers. It would be efficient to incorporate green 

finance in such a review. Green finance can offer 

solutions such as agriculture insurance products. 

The government should consider providing clarity 

on financing sustainable agricultural practices in its 

update to the Strategic Plan for the Development of 

the Agricultural Sector 2011- 2020. 

4.3.4  Waste 

More than 99% of waste collected in Mozambique 

is disposed of at uncontrolled dumpsites.123  

Overall, there is a lack of environmentally friendly 

waste management policies in the country, but 

efforts have been made to increase responsibili-

ty for environmental protection and public health. 

An example is regulation in the form of Decree 

79/2017 which came into force on 29 December 

2017 and extends the responsibility of producers 

and importers of packaging. This regulation is a step 

towards minimizing waste generation and recycling 

of waste.124 More recycling regulation is anticipat-

ed, including a national ban on the use of plastic 

bags, and a ban on the importing and trading of 

second-hand tyres.125 Incentives can play a further 

role in encouraging producers to consider environ-

mental impacts in the design of their products. 126

The main policy on waste management in the 

country is the National Strategy for Urban Waste 

Management, 2012. 

115 Anucêncio Bouene,et al., (2015).  Pre-assessment Report of the Mozambican Energy Sector under the Principle of the International Energy 
Charter and Energy Charter Treaty. Ministry of Mineral Resources and Energy of Mozambique.  https://www.asktheeu.org/en/request/4272/
response/13791/attach/5/annex%203.pdf 

116 Armand, A., Gomes, J. F., & Taveras, I. K. (2019). Managing agricultural risk in Mozambique.https://www.theigc.org/wp-content/
uploads/2019/04/Armand-et-al-2019-Final-report.pdf 

117 CARE, Policy analysis Food security, nutrition, climate change resilience, gender and the small-scale farmers, CARE 2017

118 https://www.adaptation-undp.org/projects/mozambique-national-adaptation-programme-action-napa 

119 CARE, Policy analysis Food security, nutrition, climate change resilience, gender and the small-scale farmers, CARE 2017

120 World Bank, Private Sector Investment to Build Climate Resilience in Mozambique: Support to Adaptation Investments through Financial 
Intermediaries, (World Bank,2013)

121 CARE, Policy analysis Food security, nutrition, climate change resilience, gender and the small-scale farmers, CARE 2017

122 World Bank, Private Sector Investment to Build Climate Resilience in Mozambique: Support to Adaptation Investments through Financial 
Intermediaries, (World Bank,2013)

123 Laurel Colless. (26 November 2020). Mozambique transforming its waste management sector, backed by catalytic funding from NCF.  
https://www.nordicclimatefacility.com/news/mozambique-transforming-its-waste-management-sector-backed-by-catalytic-funding-from-ncf 

124 Laurel Colless. (26 November 2020). Mozambique transforming its waste management sector, backed by catalytic funding from NCF.  
https://www.nordicclimatefacility.com/news/mozambique-transforming-its-waste-management-sector-backed-by-catalytic-funding-from-ncf

125 <https://www.nordicclimatefacility.com/news/mozambique-transforming-its-waste-management-sector-backed-by-catalytic-funding-from-ncf  
> accessed 23 June  2021

126 Pouikli, K. (2020, March). Concretising the role of extended producer responsibility in European Union waste law and policy through the 
lens of the circular economy. In ERA Forum (Vol. 20, No. 4, pp. 491-508). Springer Berlin Heidelberg. https://link.springer.com/article/10.1007/
s12027-020-00596-9
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More than 99% of waste 
collected in Mozambique is 
disposed of at uncontrolled 
dumpsites
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This strategy acknowledges challenges in the 

Mozambican context including a lack of waste 

treatment options and health and safety issues 

created by open-air dumpsites and controlled 

landfills (which are full). The strategy also proposes 

the partnership between the public, private, and the 

civil society sector to address waste management 

challenges in the country as a collective responsi-

bility.

A few private sector actors have gotten involved in 

waste management projects given the gap in envi-

ronmental management. For example:

• There is private sector engagement in waste 

collection and treatment in Maputo.127  

• Pilot projects such as Eco Points and Maputo 

City-sponsored composting and recycling 

schemes are being undertaken. 

• New players such as EnvironServe, a company 

which specializes in waste management and 

promoting a circular economy in Africa are 

beginning to enter the market.128  

4.3.5  Biodiversity and Ecosystem 
Conservation

The National Strategy and Action Plan of 

Biological Diversity of Mozambique (2015-2035) 

The mission of this strategy is to ‘ensure the conser-

vation of biodiversity through integration, training, 

financing, and strengthening of strong partnerships 

between the different sectors of the society.’ The 

strategy outlines a number of targets including 

Target 20 which aims to strengthen internation-

al and national partnerships, establish innovative 

financing mechanisms and support biodiversity by 

2020. The Strategy is however silent on how this 

target, which is relevant to biodiversity financing and 

therefore green finance, is to be achieved.

National REDD+ Strategy,2016

This strategy was developed through a grant issued 

by the World Bank’s Forest Carbon Partnership 

Facility to assist the country in ensuring sustainable 

management of its forests.129 The strategy aims to 

promote sustainable development, resilience to 

climate change and ensure integrated rural de-

velopment focused on forests, agriculture, and 

energy.130 Challenges facing REDD+ in Mozambique 

are numerous and include insufficient data on defor-

estation and forest degradation in the country, and 

a lack of adequate human and capital capacity.131  

To scale up implementation of the strategy, fiscal 

measures directed towards capacity building are 

needed.

4.3.6  Water 

National Water Policy, 1995

The policy outlines the main objectives and 

principles for the water sector to be: 

(i) reduced national government involvement; and 

(ii) increased private sector participation.132 

The policy does not articulate how these objectives 

are to be attained, and in doing so creates room for 

unsustainable use of water resources.

The water sector in Mozambique is heavily reliant 

on donor financing,133 with about 80% of total in-

vestments between 1995 and 2005 being donor 

financed.  Some key donors include the World 

Bank, the African Development Bank, Canada, the 

Netherlands, Sweden and Switzerland.134 Revenues 

collected from water supply in rural areas are insuf-

ficient to cover operation and maintenance costs, 

but the government aims to gradually achieve full 

cost recovery.135  

127 Da Silva, A. (2020). The legal, policy and institutional frameworks governing marine plastics in Mozambique. Bonn, Germany: IUCN 
Environmental Law Centre. 13pp.

128 EnviroServ Waste Management. (n.d). https://www.enviroserv.co.za/ 

129 World Bank.(2015) Zambezi. Integrated Landscape Management Program: Towards a Sustainable Forest Management and Improved 
Livelihoods of Rural Communities. https://documents1.worldbank.org/curated/en/921041499661351446/pdf/Mozambique-s-Integrated-
Landscape-Management-Portfolio.pdf 

130 Government of Mozambique. (2018). Mozambique’s Forest Reference Emission Level for Reducing Emissions from Deforestation in Natural 
Forests. https://redd.unfccc.int/files/2018_frel_submission_mozambique.pdf 

131 Sitoe, A., Salomão, A., & Wertz-Kanounnikoff, S. (2012). The context of REDD+ in Mozambique: Drivers, agents and institutions (Vol. 79). 
CIFOR.

 https://books.google.co.ke/books?hl=en&lr=&id=VeMoBdKmzjIC&oi=fnd&pg=PR3&dq=Sitoe,+Almeida+%26+Salom%C3%A3o,+et.
al.,%27%27The+context+of+REDD%2B+in+Mozambique:+Drivers,+agents+and+institutions.%22+(2012)+&ots=oLsRJbmvXR&sig= 
MQZIPEahZ4nnVz3XKI_fOMj1ZnY&redir_esc=y#v=onepage&q=Sitoe%2C%20Almeida%20%26%20Salom%C3%A3o%2C%20et.
al.%2C’’The%20context%20of%20REDD%2B%20in%20Mozambique%3A%20Drivers%2C%20agents%20and%20institutions.%22%20
(2012)&f=false 

132 Kemal Vaz et al., . (2011). Green Investments in Mozambique. Bank of Mozambique. https://energypedia.info/images/b/b2/EN-Green_
Investments_in_Mozambique-Kemal_Vaz%3B_et._al..pdf )

133 Ibid

134 Ibid

135 Ibid
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Specifically, the government aims to recover costs 

of investment from private sector investments.136  

Currently, the water sector in Mozambique is cate-

gorized as an inviable investment venture.137 Some 

measure to improve this may include better policy 

and tax incentives. There is need for the devel-

opment of a new water policy that incorporated 

principles of greening and the current contextual 

realities in Mozambique. 

4.3.7  Tourism and Hospitality

Mozambique contains unique natural and cultural 

resources making the tourism a viable economic 

venture for the country.138 The sector is estimated 

to contribute at least 3% to the country’s gross 

domestic product.139 Current policies, described as 

follows, are inadequate to address opportunities for 

green finance.

Second Strategic Tourism Development Plan 

(SPDTM II)

The strategy aims to guide the Ministry of Tourism 

in developing the tourism sector as a key catalyst 

for rapid economic growth and job creation over 

the period 2015 to 2024.140 It provides a detailed 

competitive strategy and action plan for government 

and private sector partnership interventions to place 

Mozambique as a leading tourism destination in 

Africa. 

The Tourism Policy and Implementation Strategy 

(2003)

This strategy highlights the development of sus-

tainable tourism, biodiversity conservation and 

preserving cultural values.141  It needs to be updated 

to reflect the current needs, resources, and global 

advancements. Further, the tourism law dates back 

to 2004 and may not reflect current needs as the 

country places itself as a leading tourism destination 

in Africa. 

It is reported that there is poor coordination between 

the agencies within the tourism sector, which may 

curtail innovations and advancements especially 

between ministry and municipal tourism authori-

ties. The sector also faces insufficient institutional 

capacity and ability to manage resources that would 

be useful in implementing sustainable tourism plans. 

The tourism sector in Mozambique offers an oppor-

tunity for green finance investment. While the legal 

frameworks provide for sustainable development, 

the frameworks need to be supported by capacity 

and intention to implement strategies effectively. 

Developments in the tourism sector need to comply 

with environmental legislation while incorporating 

regional and international best practices.

4.4  Policy gaps and opportunities 

This section presents the policy gaps and opportuni-

ties for green finance advancement in Mozambique. 

Due to the financial barriers depicted in the energy 

and agriculture sectors, and the critical role these 

two sectors play in developing Mozambique’s 

economy and ensuring the well-being of its people, 

this section focuses on policy gaps in the finance, 

agriculture, and energy sectors. 

136 Ibid

137 World Bank. (2013). Private Sector Investment to Build Climate Resilience in Mozambique: Support to Adaptation Investments through 
Financial Intermediaries.

138 Financial Sector Deepening – Moçambique and Deloite.(2018). Investment Opportunities in Mozambique. http://fsdmoc.com/wp-content/
uploads/2019/04/Investment-Opportunities-in-Mozambique-Tourism-Edition.pdf

139 Financial Sector Deepening – Moçambique and Deloite.(2018). Investment Opportunities in Mozambique. http://fsdmoc.com/wp-content/
uploads/2019/04/Investment-Opportunities-in-Mozambique-Tourism-Edition.pdf 

140 Government of Mozambique. (2014). Second Strategic Plan for the Development of Tourism in Mozambique (SPDTM II) - Volume 1: Core 
Report-Ministry of Tourism. https://www.biofund.org.mz/wp-content/uploads/2018/12/1543824558-F2227.Latest%20Vol%201%20Revised%20
Summary%20Draft%20Vol%201%20V8%2019%20Jan%202015.Pdf 

141 Government of Mozambique. (2014). Second Strategic Plan for the Development of Tourism in Mozambique (SPDTM II) - Volume 1: Core 
Report-Ministry of Tourism. https://www.biofund.org.mz/wp-content/uploads/2018/12/1543824558-F2227.Latest%20Vol%201%20Revised%20
Summary%20Draft%20Vol%201%20V8%2019%20Jan%202015.Pdf
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TABLE 9: SUMMARY OF GAPS TO ENABLING GREEN FINANCE IN EXISTING POLICIES

GAPS

FINANCE SECTOR 

1
Mozambique has no explicit policies that specifically mandate or incentivize local banking institutions and other key financing institutions 
to finance sustainable projects.

2
There is a lack of a mechanism established to provide data on green financing flows in Mozambique, which would be important in 
evaluating financing needs and developments. 

3 The financial sector is not legally mandated to have tools that are tailored to promote green financing.

4
There are no regulatory requirements by the Central Bank of Mozambique for banks to have any guidelines that promote green finance, 
such as guidelines setting green lending targets.

5 Lack of soft policies in the financial sector demonstrates limited self-regulation on green finance by financial service providers.

ENERGY SECTOR 

6
The off-grid sector or market is dominated by a government agency (FUNAE – The energy fund for Mozambique) which has the monopoly 
of the whole value chain from design to implementation. While FUNAE has brought power to the rural population, the entry of private 
sector investment will enable increased innovation in the sector, which is currently minimal.

7
The National Energy utility in Mozambique (EDM) has a monopoly over the generation and distribution of energy with limited private 
sector engagement thus making it difficult for private sector involvement despite a need for increased green investments.

8
There is no explicit legal framework for the renewable energy sector, despite official policy recognizing the potential for renewable 
energy and the need for simplified procedures and increased incentives to encourage investments in renewables. 

AGRICULTURE SECTOR 

9
Financing in the agricultural sector is not geared to small-scale farmers despite forming the majority of the contributors to agricultural 
growth in the country.

10 There is a lack of mechanisms aimed to promote agricultural investments that reduce or halt deforestation in the country.  

11 There is generally a lack of prioritization to promote climate-smart agricultural investments by financial institutions. 

SECTORAL CROSS-CUTTING GAPS 

12 Some laws/policies are not up-to-date and do not reflect the current advancement in terms of growth and technology. 

13 There is a lack of collaboration between the private and the public sectors in developing and implementing policies.  

14
There are various policies on the green economy with little or no information available on how the implementation of the policies is being 
pursued, generally making it difficult to monitor how effective the green policies are in promoting green financing.

TABLE 10: SUMMARY OF GREEN FINANCE POLICY OPPORTUNITIES

OPPORTUNITIES

1 The Green Economy Roadmap (GER) that is already in place provides instrumental objectives relevant in financing green that different 
actors could explore. The government should undertake measures to fully implement the GER as it provides a great opportunity to drive 
Mozambique towards a green economy.

2 Over the years, stakeholder engagement has been viewed as the roadmap to meaningful engagement. The goodwill from different 
stakeholders presents an opportunity for mainstreaming green finance through building the capacity of stakeholders and leveraging 
existing relationships to build collaborative action for green financing.

3 The Sustainable Development Goals of 2015 and latest technological advancements offer an opportunity to align Mozambique’s policies 
and strategies, to innovatively meet current needs.

4 Mozambique has sectoral policies, plans, and strategies with a bearing on green finance that offers an opportunity for mobilizing specific 
private sector engagement to actualize green financing on a sector basis. 

5 The Government of Mozambique can foster the implementation of the existing policies by encouraging financial institutions and investors 
to adopt internal soft policies that factor in environmental and social safeguards.

6 The lack of overarching green banking directives or regulatory frameworks presents an opportunity for the financial institutions in 
Mozambique to innovate market-led approaches that are homegrown and that foster green financing.

7 Effective implementation of the Strategy for the Development of New and Renewable Energies 2011-2025 presents a good opportunity 
for driving inclusive green finance as it addresses cross-cutting issues such as gender and HIV/AIDs that are crucial in the successful 
holistic development of a society.



5.1  Summary of existing challenges

TABLE 11: PRIMARY AND SECONDARY CHALLENGES IN ACCELERATING THE ADOPTION OF GREEN FINANCE IN MOZAMBIQUE

PRIMARY CHALLENGES

1 Lack of a common and shared understanding of green finance.
• Limited bottom-up information on the current state of green finance sources and flows.
• Lack of a domesticated working taxonomy of green finance that aligns with internationally recognized 

definitions and customized monitoring and reporting protocols.
• Lack of knowledge and awareness to guide the development of green finance policies, regulations, and 

national or sectoral strategies.

2 Lack of skills and capacity.
• Human resource capacity is lacking within both the public and private sectors on how to establish green 

finance systems and operate them. 
• The lack of skills and capacity results in a lack of progress in establishing green finance systems and 

processes.

3 Competing needs at the national level.
• Green finance is not considered a priority by policymakers because other issues are perceived as more urgent.
• There are limited financial resources that can be directed towards developing green finance systems and 

processes.

4 Lack of national regulatory frameworks on green finance.
• Green finance policies and legislations are not available, and therefore efforts made by stakeholders are not 

supported by any policies. This makes these efforts inefficient.
• Green finance policies are not aligned across different sectors.

5 Lack of understanding of the scope and characteristics of the total addressable market in need of green finance.
• Information asymmetry is anticipated to be a challenge between investors and borrowers. Lack of adequate 

information about green investment channels and a lack of information about available green funds by 
borrowers is expected.

• There is a lack of information on investment portfolios, that is, sectors where green finance can and should be 
directed, leading to questions about whether instruments like green bonds are needed.

SECONDARY CHALLENGESSECONDARY CHALLENGES

6 Risk aversion by investors. 
• Due to the higher risks involved in investing in green finance and the uncertainties of venturing into an area 

where experience is lacking, investors may prefer to maintain a business-as-usual approach. 
• Weak and unsteady financial markets lead to a lack of confidence in all forms of investments.
• Low levels of financial inclusion leading to the most vulnerable people in society lacking access to household 

green finance opportunities.

7 Lack of adequate green finance instruments.
• This includes green bonds, blue bonds, social bonds, sustainability bonds, sustainability-linked loans, 

Environmental Social Governance-linked loans, green finance funds and carbon markets.

8 Lack of tracking and measurement of green financial flows. 

9 Lack of an all-encompassing green finance platform.
• Lack of interactions to ensure the interests of all stakeholders are addressed in the development of policies, 

strategies and guiding principles of green finance.
• Lack of interactions to leverage on existing knowledge and skills for the development of Mozambique’s green 

finance ecosystem

Based on assessing the financial sector and the 

policy landscape in Mozambique a number of key 

challenges to progressing green finance have been 

identified. These challenges can be categorized 

based on their ability to impact progress. Challenges 

that represent fundamental or critical issues that 

would need to be addressed to accelerate the 

adoption of green finance in the country have been 

categorized as primary. Challenges that build on an 

adequate foundation, and that can be addressed 

after tackling fundamental issues, are classified as 

secondary. Table 11 summarizes this categorization 

of challenges. 
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Driving pillars offer principles or values that will 

guide appropriate actions to improve the adoption 

of green finance in Mozambique. Based on the 

primary and secondary challenges identified, four 

driving pillars have been identified as being suitable 

to inform the definition of solutions. These pillars 

are:

i. Addressing information asymmetry. Raising 

awareness among stakeholders, characterizing 

the market and the potential for green finance, 

and harmonising the understanding of green 

finance. 

ii. Capacity building. Building the capacity of 

government and financial sector stakeholders 

in different aspects of green finance operations, 

including developing monitoring and reporting 

protocols. 

iii. Policy formulation. Creating the relevant policy 

frameworks and guidelines to foster a conducive 

environment for the uptake of green finance. 

iv. Supporting innovation. Developing innovative 

and bankable green finance initiatives and 

projects and creating suitable financial instru-

ments to finance the projects. 

5.2.1  Addressing information asymmetry

This assessment found that there is a limited un-

derstanding of green finance within the financial 

sector and across government. Literature reviews 

and interviews with stakeholders revealed the lack 

of a harmonised definition of what constitutes green 

finance, green assets, green projects and initiatives 

and other related terms. As a result, several ongoing 

projects and initiatives are not correctly recognized 

or categorised as being ‘green’. It is difficult for 

stakeholders to report their green finance activities 

without a green taxonomy. Creating awareness of 

what green finance is and why it is important for 

social, economic, and ecological development is 

foundational in establishing a robust green finance 

system in Mozambique. Awareness creation is 

likely to foster interest among key stakeholders and 

motivate stakeholders to build capacity, develop 

policies and innovate around green finance.

5.2.2  Capacity building

Developing green finance requires skills and 

capacities that are currently not available in 

Mozambique. Training is required at all levels to 

establish policies, strategies, processes, products, 

projects, and financing vehicles. Policymakers 

need to be trained on green finance to develop 

policies, regulation and legislation that will create 

an enabling environment for green finance in the 

country. Government ministries and parastatals, 

corporations and private sector entities need to be 

trained on the different avenues and vehicles for 

accessing green finance. Capacity also needs to be 

built on mechanisms for tracking green finance flows 

within both the private and public sectors. Extensive 

capacity needs to be built in the financial sector to 

develop an understanding of the critical role finance 

can play in achieving sustainable development. 

Private sector players specifically need training on 

designing green finance instruments, identifying 

green assets, and integrating Environmental, Social, 

Governance into operations. 

5.2.3  Policy Formulation

Having meaningful and well-considered policies and 

procedures is key to establishing and managing a 

dynamic green finance environment. They ensure 

compliance with regulatory standards and establish 

coordinating roles to align activities. Because 

explicit green finance policies and legislations are 

not available, efforts currently being undertaken 

by stakeholders are not supported by legislation 

making them unsustainable. There was an over-

whelming request by individuals interviewed as part 

of the green finance landscape assessment for the 

development and institution of a guiding green 

finance policy and strategy. While this specifically 

refers to a high-level macro-level policy, there is 

also the need to support the development of meso 

and micro-level policies at sector, corporation, and 

SME levels. 

5.2.4  Supporting Innovation

While supporting innovation to a large extent 

represents addressing the challenges identified 

as secondary in Table 11, innovative products and 

processes are essential for the accelerated uptake 

of green finance. Innovation is a cross-cutting pillar 

that can be implemented in policy development, the 

design of awareness creation and training programs, 

the design of bankable green finance projects and 

the design and development of green finance in-

struments. There is currently a valuable opportunity 

for innovation to be applied in developing green 

finance in Mozambique because this concept is in its 

early stages. The environment is highly conducive 

for pilot studies, for example, to inform how to tailor 

green finance to the needs of the country. 

5.2  Driving pillars to guide the development of green finance
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Interventions are high-level activities that aim to 

solve specific problems and challenges. Building on 

the summary of primary and secondary challenges 

to green finance in Mozambique, and the corre-

sponding driving pillars to guide solutions, inter-

ventions have been identified to move towards 

a practical pathway to adopting green finance in 

the country. These interventions have been further 

disaggregated to represent actions at a national, 

sectoral and organizational level as follows. 

 National level interventions (Macro-level inter-

ventions): Activities relating to the development 

of national policies, strategies and institutions 

that govern will green finance at all stakeholder 

levels.

 Sector level interventions (Meso-level interven-

tions): Activities such as the development of soft 

policies and strategies to govern green finance 

processes within an industry or sector. These 

strategies and policies may or may not be directly 

anchored on national policies but they would 

serve the broader purpose of progressing green 

finance. An example is inter-bank agreements on 

Environmental, Social, Governance reporting.

 Firm or institution level interventions (Micro-lev-

el interventions): Activities that relate green 

finance to the corporate or small business level. 

An example would be the development of green 

finance instruments for financing green projects, 

the development and implementation of green 

initiatives, or green financial products that target 

customers at the household level.

Table 12 provides an outline of the interventions 

that have been identified as actions to progress 

green finance in Mozambique. These interventions 

represent demand-side activities (activities targeting 

beneficiaries or recipients of green finance) and 

supply-side activities (interventions targeting stake-

holders facilitating the availability of green finance). 

5.3  Broad interventions to progress green finance

TABLE 12: INTERVENTIONS TO ACCELERATE THE ADOPTION OF GREEN FINANCE IN MOZAMBIQUE

LEVEL OF 
INTERVENTION

DEMAND-SIDE 
ACTIVITIES

SUPPLY-SIDE ACTIVITIES

1 Macro-level 
interventions

Awareness
Publicizing developed 
policies at the grass-root 
level. 

Addressing information asymmetry
• Harmonise green finance goals across sectors and improve coordination to accelerate green 

finance.
• Support the creation of a national task force to accelerate and coordinate green finance initiatives.
• Facilitate the development and adoption of a national green finance taxonomy.

Capacity building
• Support the Central Bank of Mozambique to develop sector-wide sustainable banking principles.
• Support the development of a national green finance tracking tool to be housed within a national 

government ministry.

Policy formulation
• Facilitate the creation of relevant policies to mandate or accelerate the use of sustainable banking 

principles.
• Support the development of a national green finance roadmap for the financial sector by relevant 

sector stakeholders.
• Facilitate the development of a national climate finance strategy.
• Facilitate the development of national policies and regulations, to govern the use of financial 

instruments.
• Facilitate the creation of suitable policy incentives to encourage investment in green projects.
• Develop national climate-related and environmental disclosure and reporting standards aligned 

with international disclosure standards.

Supporting innovation
• Support the issuance of Sovereign green financial instruments like Sovereign green bonds. 
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2 Meso-level 
interventions

Addressing information 
asymmetry
• Organise 

matchmaking 
events, forums and 
workshops that bring 
together investors 
(For example 
Development Finance 
Institutions, private 
investors, and banks) 
and green finance 
project developers.

Addressing information asymmetry
• Create various learning materials (for example online learning modules, brochures, workshops 

and webinars) for public and financial sector entities on green finance concepts and to enhance 
Environmental, Social, Governance capabilities.

• Establish platforms and forums that enable the exchange and alignment of ideas by all green 
finance stakeholders in Mozambique.

Capacity building
• Facilitate training and capacity building of relevant financial sector stakeholders on tracking green 

financial flows.

Supporting innovation
• Support the issuance of green bonds, blue bonds, social bonds, sustainability bonds or the most 

appropriate green finance instruments for Mozambique by strengthening capital markets.
• Stimulate the development of Environmental, Social, Governance-linked loans.
• Leverage Fintech innovations to mobilise increased capital for green finance.
• Leverage Fintech to simplify the costs involved in monitoring, collecting and publishing 

Environmental, Social, Governance data.

3 Micro-level 
interventions

Addressing information 
asymmetry
• Create an online 

information hub 
of green finance 
opportunities and 
green finance 
funding sources and 
mechanisms.

Supporting innovation
• Co-create and pilot 

green projects 
with Development 
Finance Institutions 
and other relevant 
stakeholders. 

Capacity building and supporting innovation
• Support selected banks (5-6) to embed Environmental, Social, Governance and climate-related 

disclosure reporting into their strategies.

5.4.1  Context: A proposed role for Financial 
Sector Deepening Mozambique

Financial Sector Deepening Mozambique (FSDMoç) 

has an interest in supporting Mozambique to 

accelerate the adoption of green finance. As 

described in Section 1.4 and Annex 2, FSDMoç 

exists to expand financial inclusion in Mozambique, 

and this compliments the broader sustainable devel-

opment objectives of the Mozambican government. 

FSDMoç has extensive knowledge, expertise 

and resources internally and across the broader 

Financial Sector Deepening Network to partner with 

Mozambique in progressing green finance.

Leadership and extensive collaboration will be 

required to accelerate the adoption of green finance 

in Mozambique. This includes thought leadership, 

technical guidance, advocacy for policy reforms and 

supporting reform processes. FSDMoç is well-po-

sitioned to play a lead role in facilitating green 

finance development in Mozambique. In this light, 

the following four proposed interventions have been 

articulated from the broader interventions defined in 

Table 12 to ensure that Mozambique has a strategic 

pathway to achieving green finance while also 

complimenting the skills and capabilities available 

through FSDMoç.

5.4.2  Intervention I: Support and 
strengthen public institutions

Description: 

This is a two-fold intervention involving the devel-

opment of a guiding policy framework and building 

the capacity of players in the public sector. This in-

tervention is in response to the need to support 

and strengthen public institutions to ensure the co-

ordinated management of green finance initiatives. 

5.4  Viable interventions to accelerate the adoption of green finance
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FSDMoç envisioned role: 

FSDMoç can support a comprehensive human 

resource capacity study on green finance across 

selected institutions to identify gaps where strength-

ening and support is required. The organization 

can also collaborate with other stakeholders to 

create awareness on green finance and build the 

capacity of public sector employees and policy-

makers. FSDMoç can also assist the Ministry of 

Economy and Finance (or other relevant public in-

stitutions) to develop strategies for internal reforms 

towards integrating green finance procedures in 

their activities. Where required FSDMoç can further 

support officials from the Ministry of Economy and 

Finance and stakeholders from the National Direc-

torate of the Treasury to design and craft a policy 

on green finance that will comprehensively address 

the measures required to green the financial sector. 

This can include support in the form of hiring legal 

consultants and experts to assist in drafting legisla-

tion and supporting documents and corresponding 

lobbying and advocacy efforts. FSDMoç can further 

offer support through the development of working 

groups, units, or a task force to coordinate activities 

around policy development.

Justification for selection of the intervention:

This intervention has been selected due to findings 

from the assessment that point to the lack of robust 

policies, strategies, and regulation on green finance. 

There is a broad lack of awareness on green finance 

among public sector players and limited capacity 

to roll-out greening initiatives. Most of the individ-

uals interviewed as part of this assessment under-

scored the need for a guiding policy framework 

to accelerate the uptake of green finance and the 

need for a unit or task force that will spearhead 

reforms. This is a foundational intervention to lay the 

foundation for green finance through system-level 

changes. 

Potential impact:

A public policy on green finance will signal to all 

stakeholders in Mozambique the government’s 

intent and seriousness to embed green finance 

within the economy. This will create the necessary 

momentum for stakeholders to gain interest, 

access guidance on green finance and incorpo-

rate green finance in their activities. This interven-

tion is important in ensuring the sustainability of 

reforms and in creating an appropriate exit strategy 

for FSDMoç as a market facilitator. This interven-

tion is also likely to accelerate the pace of green 

finance uptake due to its top-down approach. As 

public servants gain knowledge and understand-

ing on green finance, and as relevant policies are 

developed, this knowledge and awareness is likely 

to move beyond government networks, to the 

private sector and to the grass-roots level. 

5.4.3  Intervention II: Support and 
strengthen selected financial sector actors.

Description: 

This intervention is centred on reforming the 

Mozambican financial and private sectors to be 

more sustainable and greener by supporting key 

market actors such as the Bank of Mozambique, 

the Insurance Supervision Institute of Mozambique 

(ISSM), the Bankers Association of Mozambique and 

significant private sector organisations. 

FSDMoç envisioned role:

FSDMoç can work directly with some specified in-

stitutions to co-design relevant products, projects, 

and greening initiatives. FSDMoç can also support 

financial sector institutions and interested private 

sector entities to align with international greening 

initiatives, and facilitate training on Environmental 

Social Governance disclosure, developing and im-

plementing a green taxonomy, identifying funding 

sources and applying for funding. 

Justification for selection of the intervention:

Green finance is a new and emerging concept in 

Mozambique. Lack of adequate knowledge and 

capacity across major players in the financial sector 

has meant that the country’s capital market is yet to 

fully understand green finance or appreciate the op-

portunities it creates. Some of these players include 

the Bank of Mozambique, the Insurance Supervision 

Institute of Mozambique, the Bolsa de Valores in 

Mozambique, the Mozambican Banking Associa-

tion, and the Mozambican Association of Business 

Angels. Private sector corporations are likewise not 

aware of green finance and consequently fail to 

integrate greening into their activities, investment 

choices and sources of funding. All these entities 

form the fabric of the financial sector in Mozambique. 

They need to be strengthened by expertise such as 

is available from FSDMoç and other stakeholders to 

ensure a fundamental realignment of the financial 

sector in its operations, products, and services. 
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Potential impact:

Strengthening key players in the Mozambique’s 

financial markets will kick-start the systemic change 

required to accelerate the adoption of green finance 

across the country. This includes accelerated 

greening of the financial sector and the consequent 

increase of local financial flows to sustainable and 

green projects.

5.4.4  Intervention III: Support and facilitate 
the development of green financial 
instruments. 

Description: 

This intervention aims to support the creation 

of green financial instruments suited to the 

Mozambican context. A key benefit of this would 

be to increase financing for green projects. Green 

financial instruments include debt, equity, grants, 

and subsidies whose proceeds are directed towards 

sustainable projects and policies. A pre-requisite for 

the implementation of the intervention would be the 

development of a green taxonomy and a pipeline 

of bankable projects to which funds raised can be 

channelled. This intervention is in response to the 

low volume of green financial flows in Mozambique, 

which can partly be attributed to the supply-side 

challenge of inadequate green financial instruments. 

FSDMoç envisioned role:

FSDMoç can provide technical support to players 

in the capital market by building their capacity in 

bond issuance. This can be done collaboratively 

with other interested stakeholders. FSDMoç can 

also provide advisory services in the development of 

underlying bond assets. FSDMoç can further reach 

out to the broader Financial Sector Deepening 

Africa Network to access more detailed expertise, 

and to relevant authorities to fast-track the develop-

ment and issuance of a green bond.

Justification for selection of the intervention:

Mozambique is highly vulnerable to climate change, 

thus creating an imperative to build resilience among 

communities by establishing development projects. 

It is necessary to develop instruments or vehicles 

to harness the finance for such projects. This inter-

vention is timely because it can leverage growing 

support and programming for green bond issuance 

in Africa. The development of green financial in-

struments will also contribute to developing the 

domestic capital market in Mozambique.

Potential impact:

Developing and tailoring green instruments for 

Mozambique is expected to increase the volume of 

financial flows to environmentally friendly projects. 

This will create cumulative effects in:

• Building resilience among low-income 

households and communities where funds are 

channelled to correspondingly relevant projects.

• Contributing to the development of the domestic 

capital market. 

• Improving environmental outcomes including 

enhancing biodiversity where funds are 

channelled to correspondingly relevant projects.

5.4.5  Intervention IV: Identify and support 
the implementation of green projects. 

Description: 

This intervention involves the development of a 

pipeline of viable green projects that can attract 

funding from investors. There is currently limited 

information on the number potential green projects 

in Mozambique, and especially those of a scale 

that may interest large-ticket investors. Support is 

needed to design, raise awareness, and promote 

green projects in a manner that meets the criteria 

of major green investors and funders (for example 

the Global Environment Facility). 

FSDMoç envisioned role: 

FSDMoç can support the development of a green 

finance project pipeline by commissioning a study 

to generate a comprehensive list of all ongoing 

and planned sustainable projects across both the 

public and private sectors. There is an opportunity to 

partner with entities already rolling out similar initia-

tives like the Southern Africa Green Bond Program 

by Financial Sector Deepening Africa. FSDMoç can 

further also leverage existing projects under its 

portfolio or support green projects being developed 

by other stakeholders. The projects selected for im-

plementation would ideally be targeted at small and 

medium-sized enterprises, youth, women and rural 

dwellers to improve resilience to climate change. 

Justification for selection of the intervention:

This intervention is important in ensuring there is a 

clear pipeline of projects that can receive funding 

raised through the development of green financial 

instruments. 
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This intervention would also serve to increase the 

amount of financing allocated to green projects. 

FSDMoç is particularly interested in this inter-

vention because it aligns with the organization’s 

broader mandate of moving towards prosperity 

and resilience for the people of Mozambique. 

Through this intervention FSDMoç can specifically 

elect to work on projects that build resilience at the 

grass-root level and promote financial inclusion. 

Potential impact:

This intervention is likely to increase the monetary 

flows of green finance within Mozambique. It is also 

likely to improve livelihoods by improving access 

to basic services such as energy, water, food where 

correspondingly relevant projects are selected. 

5.5  Theory of Change

A Theory of Change (ToC) is a planning, participation 

and evaluation tool that defines long-term goals 

based on given preconditions. To complement the 

identification of viable interventions to accelerate 

the adoption of green finance in Mozambique, a 

full Theory of Change process was adopted and 

this included a validating workshop with key stake-

holders.  

5.5.1  Vision

A proposed vision for the ToC for the adoption of 

green finance in Mozambique is to establish: ‘A 

financial system in Mozambique that integrates 

and embodies a green ethos leading to a reorien-

tation of the flow of resources towards ecological, 

economical, and socially sustainable and inclusive 

initiatives to deliver a fulfilling life for vulnerable 

groups including women, rural dwellers, low-income 

citizens and financially excluded SMEs.’ This vision 

is adapted from the Financial Sector Deepening 

Network members’ guide on developing a Theory 

of Change.142 

5.5.2  Long-term outcomes

Outcomes for the green finance ToC are described 

below and have also been adapted from the 

Financial Sector Deepening guide for the develop-

ment of a Theory of Change.143 The guide defines 

long-term outcomes under two categories, namely 

greening finance, and financing green, with the 

purpose of consolidating the scope of green finance 

in a clear and easy-to-understand framework. For 

this assessment, these long-term outcomes have 

been further specified as short, medium and 

long-term activities and outputs to contextualize 

the priorities and needs in Mozambique.

5.5.3  Medium and short-term outcomes

The following Tables summarize identified medium- and short-term outcomes for the Theory of Change. 

TABLE 13: THEORY OF CHANGE MEDIUM-TERM OUTCOMES

Long-term outcome 1: A Greener financial sector in place in Mozambique.

Medium-term outcome 1: Increased capacity of financial institutions/financial sector stakeholders to identify and originate green 
assets and manage climate-related environmental risks. 

Medium-term outcome 2:  Financial policies, regulations, and incentives are aligned with sustainable development and climate 
goals.

Long-term Outcome 1: A greener financial 

sector in place in Mozambique

The financial sector (capital providers, 

financial institutions, service providers) 

is aware of the transitional, physical and 

liability risks that might arise as a result of 

climate change and other environmental 

risks and seeks to actively mitigate these 

risks (greening finance).

Long-term Outcome 2: Increased financing 

of green projects and increased sources 

of finance available for environmentally 

friendly projects

Products, instruments, financing models and 

structures required for allocation of sufficient 

capital to meet climate and environmen-

tal goals are available to all Mozambican 

households, companies, investors, and 

financial institutions and to international 

investors. They are at risk-adjusted cost, and 

the capital is invested in activities that deliver 

sustainable development while balancing 

financial, economic, social & environmental 

goals (financing green).
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Long-term outcome 2:  Increased financing of green projects and increased sources of finance available for environmentally 
friendly projects. 

Medium-term outcome 3:  Increased percentage or volume of financial flows to green projects (renewable energy projects, 
biodiversity projects, financial inclusion projects, social projects, etc.). 

TABLE 14: THEORY OF CHANGE SHORT-TERM OUTCOMES

Medium-term outcome 1: Increased capacity of financial institutions/financial sector stakeholders to identify and originate 
green assets and manage climate-related environmental risks.

Short-term outcome 1.1 Enhanced understanding of green/climate/environmental risks and opportunities by public and private 
financial sector entities.

Short-term outcome 1.2:  Sustainable Finance Principles developed, operationalised, and adopted by banks and insurance entities. 

Medium-term outcome 2:  Financial policies, regulations, and incentives are aligned with sustainable development and climate 
goals.

Short-term outcome 2.1:  Green finance-related policies and strategies have been developed and prioritized by the relevant 
government ministries.

Short-term outcome 2.2:  Harmonised green finance goals across sectors and improved coordination to accelerate green finance.

Medium-term outcome 3:  Increased volume of capital mobilized for low-carbon, climate-friendly/green/sustainable projects

Short-term outcome 3.1: New green financial instruments developed by various financial sector entities.

Short-term outcome 3.2: Increased number of investible/environmentally friendly and sustainable projects accessing green finance 
funding.

5.5.4  Theory of Change outputs 

Table 15: presents proposed outputs from the Theory of Change process based on the identified interventions. 

TABLE 15: PROPOSED OUTPUTS OF THE THEORY OF CHANGE PROCESS 

Short-term Outcome 1.1:  Public and private financial sector entities’ enhanced understanding of green, climate, environmental 
risks and opportunities.

Output 1.1.1 A Mozambican financial sector green taxonomy developed and operationalised.

Output 1.1.2: Adoption and widespread use of the green taxonomy by financial sector entities. 

Short-term outcome 1.2:  Sustainable Finance Principles developed, operationalised and adopted by banks and insurance 
entities. 

Output 1.2.1: Bank of Mozambique & insurers associations strengthened to support members in financial greening.

Output 1.2.2: Bank of Mozambique and insurers associations join the IFC Sustainable Banking Network or other sustainable 
banking/insurance networks.

Short-term outcome 2.1: Green finance-related policies and strategies have been developed and prioritized by the relevant 
government ministries.

Output 2.1.1: Green finance policy drafted and circulated among relevant stakeholders. 

Short-term outcome 2.2: Harmonised green finance goals across sectors and improved coordination to accelerate green 
finance.

Output 2.2.1: Green Finance Taskforce established and operationalised.

Short-term outcome 3.1: New green financial instruments developed by various financial sector entities.

Output 3.1.1: Development of a green, blue and sustainability bond issuance framework document.

Short-term outcome 3.2: Increased number of investment-ready, environmentally friendly and sustainable projects accessing 
green finance funding.

Output 3.2.1 A green finance project co-designed with relevant stakeholders.

Output 3.2.2: Green financial flow tracking tools and instruments developed and operationalised.

Output 3.2.3: Increased number of investors funding green projects.

5.5.5  Theory of Change diagram.

Figure 12 provides a summary of the Theory of Change process by showing the linkages in moving from identified 

challenges to a robust green finance system in Mozambique. 
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A financial system in Mozambique that integrates and embodies a green esthos leading to a reorientation of
the flow of resources towards ecological, economical, and socially sustainable and inclusive initiatives to

deliver a fulfilling life for all Mozambicans with a focus on vulnerable groups including women, rural
dwellers, low-income citizens and financially excluded SMEs.

A greener fianancial sector
in place in Mozambique

Increased financing for
green projects

Short term Outcome 1.1: Enhanced
understanding of green/climate/
environmental risks and opportunities 
by public and private financial sector 
entities
Short term outcome 1.2 Sustainable 
Finance principles developed, 
operationalised and adopted by banks 
and insurance entities. 

Short term Outcome 2.1: Green finance
related policies and strategies have 
been developed and prioritized by the 
relevant government ministries.

Short-term outcome 2.2: Harmonised 
green finance goals across sectors and 
improved coordination to accelerate 
green finance.

Short term Outcome 3.1: New green 
finacial instruments developed by 
various financial sector entities.
Short-term outcome 3.2: Increased 
number of invenstible/environmentally 
friendly and sustainable projects 
accessing green finance funding.

Output 1.1.1: A Mozambican finacial 
sector green taxonomy developed and 
operationalised.

Output 1.1.2:Adoption and widespread use 
of the green taxonomy by financial sector 
entities.

Output 1.2.1: Bank of Mozambique and 
insurers association strengthened to 
support members in financial greening.

Output 1.2.2: Bank of Mozambique and 
insurer associations join the IFC sustainable 
Banking  Network or other sustainable 
banking/ insurance networks.

1.           Support and strengthen public institutions.
2.          Support and strengthen the selected financial sector entities and private sector players.
3.          Support the development of green finance instruments.
4.          Identify and support the implementation of green projects

Lack of national regulatory frameworks on green finance, Lack of knowledge and awareness on green finance, Limited skill 
and capacity of how to green the financial sector, how to integrate ESG, how to identify green assets etc, competing needs at a 

national level, Lack of adequate investible large-ticket green finance project, lack of innovative green- finance instruments.

Limited financial access for disenfranchised groups like women, youth, rural dwellers, High rates of national dept, High 
exposure and vulnerability to climate-related disasters like flooding and cyclones.

Real Economy
Challenges to be

addressed

Green Finance
Challenges to be

addressed
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Output 2.1.1:  Green finance 
policy drafted and circulated 
among relevant stakeholders.

Output 2.2.1: Green Finance 
Task Force established and 
operationalised.

Output 3.1.1: Development of a green/
sustainability/blue bond issuance 
framework document.

Output 3.2.1: A green finance 
project co-designed with relevant 
stakeholders.

Output 3.2.2: Green financial flow 
tracking tools/instruments developed 
and operationalised.

Output 3.2.3: Increased number of 
investors funding greenprojects.

Medium term Outcome 3: Increased 
volume of capital mobilized for low-

carbon, climate-friendly/ green/ 
sustainable projects

Medium term Outcome 2: 
Financial policies, regulations 
and incentives are developed 
and aligned with sustainable 
development or cimate goals.

Medium term Outcome 1: Increased 
capacity of financial institutions to 
identify and originate green assets 
and manage climate-related and 

environmental risks.

FIGURE 12: An overview of the Theory of 
Change process to implement green 
finance interventions in Mozambique
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ANNEXES

Adaptation – Interventions aimed at lowering the risks 

caused by climatic changes.  

Bond Coupon – The interest made on a bond. 

Capital Markets – Venues where savings and invest-

ments are channelled between those who have capital 

and those that need capital and engage mostly in trade 

of long-term financial securities, such as bonds and 

stocks which then get invested into productive use. 

Climate Finance – Financing that seeks to support 

mitigation and adaptation actions that will address 

climate change

Climate Resilience – The ability to plan for, absorb, 

and recover rapidly from deliberate attacks, accidents, 

natural disasters, and unconventional stresses, shocks 

and threats to the economy and democratic system. 

Climate Vulnerability – The degree to which a system is 

susceptible to, and unable to cope with adverse effects 

of climate change, including climate change variability 

and extremes. 

Disclosure – Making known all relevant information, 

news, data, and operational details, about an organiza-

tion that might influence an investors decision making.

Environmental Social Governance (ESG) – Matters 

related to a company’s sustainability, environmental 

impact and impact on the wider society within which 

it operates. 

Financial Instrument – Assets or packages of capital 

that can be traded and provide efficient flow and transfer 

of capital between investors. 

Financing Green – Investment of private or public 

capital in activities, projects, initiatives and programs 

that deliver sustainable development. 

Fiscal Policy – This is the use of government spending 

and tax policies to influence economic conditions in a 

country. 

Green Asset – A resource, product or service owned by 

a corporation or government that can produce positive 

economic returns and positively affect the environment. 

Green Bonds - A green bond is a debt instrument 

issued by entities like corporates, governments and 

quasi governments to exclusively finance or refinance 

projects or assets with environmental benefits. 

Green Finance – Financing environmentally friendly 

investments, policies and regulations and greening the 

financial systems, products and processes. 

Green Financial Instruments – Capital assets or 

packages that are exclusively directed at environmen-

tally friendly development. 

Green Taxonomy – Classification system for identify-

ing activities or investments aimed at meeting specific 

environmental targets related to priority environmental 

objectives. 

Greening Finance – Realignment of the financial 

system operationally, product-wise and service-wise 

to develop a more environmentally conscious system. 

Gross Public Capital Formation – Net investments 

made measuring the net increase in fixed capital. 

Macro-Level Interventions – High-level activities 

relating to the development of national policies, 

strategies, and institutions which govern green finance 

processes at all levels for all stakeholders. 

Meso-Level interventions – Sectoral level interventions 

within the sector may not be anchored or designed 

around national policies.  

Micro-level interventions – Institutional level and 

corporate level greening activities.

Mitigation – Efforts targeted at cutting down or 

preventing emission of greenhouse gases to limit the 

extent of future warming including attempts at removing 

greenhouse gases from the environment. 

Monetary Policy –Regulatory actions such as 

adjustment of interest rates, altering amount of cash in 

circulation and purchasing and selling of government 

securities like bonds and bills to control inflation and 

address unemployment. 

Social Bonds – Debt instruments whose proceeds 

are channeled to projects geared at improving social 

outcomes for vulnerable populations in the society.  

ANNEX 1:  GLOSSARY
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Background to Financial Sector Deepening 
Mozambique (FSDMoÇ)

FSDMoç was originally developed as a five-year 

project (2014-2019) funded by Foreign Com-

monwealth and Development Office (FCDO) and 

Swedish International Development Cooperation 

Agency (SIDA). The aim was to identify and partner 

with key market stakeholders to ensure unbanked 

populations attain access to financial products and 

services. FSDMoç is currently transitioning into a 

special purpose vehicle that is focused on furthering 

financial sector inclusion in Mozambique. 

FSDMoç directs its investments and insights to 

address constraints in the financial market, helping 

the diversification of Mozambique’s economy and 

bringing prosperity and economic resilience to Mo-

zambique’s people. At the core of its strategy are 

women, youth, and the rural low-income population, 

as well as small businesses that lack access to ap-

propriate and accessible financial services. FSDMoç 

supports key stakeholders to both innovate and 

expand financial services, using technical expertise 

and targeted funding to boost their capacity and the 

people they serve. FSDMoç planned to reach more 

than 2.5m people in (rural) Mozambique and one 

thousand micro, small and medium-sized enterpris-

es (MSMEs) by March 2020 and for that, the Foreign 

Commonwealth and Development Office (FCDO) 

provided £13.5m and Swedish International Devel-

opment Cooperation Agency (SIDA) £3.6m.  Over 

recent years FSDMoç has evolved from a facilitator 

role to become an advisor and reference on financial 

inclusion working in close collaboration with the 

Central Bank on the country’s financial inclusion 

strategy as one of the implementing bodies.

FSDMoç is one of the nine Financial Sector 

Deepening (FSD) programmes across Africa under 

the umbrella FSD Network. The coordination of 

FSD Network activities is done by a governing body 

composed of all managing directors and CEOs of 

the 9 FSD programmes. Each independent FSD 

programme has strategies developed with local 

stakeholders to address the opportunities and 

challenges in developing inclusive financial systems. 

The FSD Network was officially launched in 2019 

and has the following members: Access to Finance 

Rwanda, EFInA Nigeria, FinMark Trust (Southern 

Africa), FSD Africa, FSD Kenya, FSD Mozambique, 

FSD Tanzania, FSD Uganda, and FSD Zambia. FSD 

Africa and FinMark Trust implement programmes 

that are cross-cutting and regional. They also 

implement activities in countries that do not have 

dedicated FSD programmes while country-specif-

ic FSDs lead programme engagement within their 

countries. FSD Africa works to strengthen the impact 

of individual FSDs and the network as a whole by 

regularly convening the community, providing capac-

ity-building support, and fostering opportunities for 

collaboration. Depending on the project, FSD Africa 

can provide a combination of grants, investment 

capital, market insights, or technical assistance to 

ensure that the objectives are achieved. Each FSD 

programme has strong governance, centered on 

well-qualified boards, investment committees, and 

senior management that have a deep understanding 

of the specific market context. The FSD Network has 

attracted funding from various sources with FCDO 

remaining the largest funding partner across the 

FSD Network. All network programme members 

(including FSDMoç) work alongside governments, 

business leaders, non-profit organizations, research 

institutions, regulators, and policymakers to develop 

more inclusive financial systems.

Current and Future Activities of FSDMoç

The programming of FSDMoç is prioritized around 

four financially disenfranchised groups/entities 

including women, youth, small and medium enter-

prises (SMEs), and rural dwellers. They are selected 

due to the various financial challenges they face. 

For example, reports indicate that 60% of the adult 

population in Mozambique is excluded from the 

financial sector, and out of this, 62% are women 

and 69% live in rural areas. SMEs and agricultural 

producers face difficulties in accessing financial 

assistance with high commercial bank lending rates 

at an average of 28% which has seen lending to ag-

riculture fall from 20% in 2000 to 6% in 2010. High 

operation costs, lack of credit information, limited 

availability of collateral, and limited competition also 

add to this. Despite an increase in women having 

bank accounts, a wide gender gap between women 

and men still exists. Women also make less use 

of digital banking financial services compared to 

men but use more (21%) informal financial products 

compared to men (18%). 

ANNEX 2:  A COMPREHENSIVE OVERVIEW OF FINANCIAL SECTOR 
DEEPENING MOZAMBIQUE
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Less than 10% of women have savings products from 

a bank compared to 21% who use savings groups 

for savings and loans.

FSDMoç seeks to boost financial literacy and access 

to build economic resilience among these four 

entities/groupings. To achieve this, FSDMoç i) directs 

investments and insights to address constraints in 

the financial market, ii) helps the diversification of 

Mozambique’s economy, iii) provides knowledge 

and know-how to its partners and others to build a 

business for supplying appropriate and accessible 

financial services and products, and iv) supports key 

stakeholders in innovating and expanding financial 

services using technical expertise and targeted 

funding to boost their capacity and the people they 

serve.

Examples of specific interventions currently being 

rolled out by FSDMoç to empower these four groups 

include; creating repositories of data produced 

from Geographical Information System (GIS) work 

to influence decision making on new product de-

velopment, supporting policy or regulatory changes 

that will impact financial beneficiaries with low levels 

of financial access, capacity building to increase un-

derstanding of financial inclusion in the digital errand 

cashless alternatives for consumers and supporting 

Fintech start-ups and innovators. FSDMoç is also fa-

cilitating the creation of multilateral interoperability 

between the bank, mobile money operators (MMOs), 

and other key players in this area and facilitating 

the process of building alternative financing instru-

ments for SMEs through supporting the design of 

new types of debt instruments (municipality, green 

bonds) and thus strengthening the development of 

the capital market ecosystem.

So far, against its original goals, FSDMoç has 

managed to: increase access to financial products 

for 1.5 million unbanked people, 1.3 million of whom 

use mobile money services, aided the financial 

inclusion of 1100 SMEs, enabled 14,000 people to 

access agent banking services, and impacted 3,800 

people through informal savings groups. 

As part of its future work, FSDMoç plans to develop a 

10-year master plan for the capital market which will 

help determine initiatives that can be undertaken by 

the Ministry of Economy and Finance to establish a 

capital market independent supervisory authority. 

With the help of FSD Africa, FSDMoç aims to 

address the financial inclusion of vulnerable people 

especially those living with physical disabilities 

through access to innovative and digital products 

and services. FSDMoç also plans to contribute to 

the accelerated uptake of green finance across 

Mozambique and has commissioned the develop-

ment of this roadmap and Theory of Change (ToC) 

to guide its internal green finance programming. 

Alignment of FSDMoç mandate with green 
finance

Among the described interventions that are 

planned, or are currently being implemented by 

FSDMoç, those that directly touch on green finance 

include; the design of new types of debt instruments 

which could include green, blue, and sustainabil-

ity bonds, supporting the development of green 

housing/green building through capacity building 

on accessing climate finance for green construction 

and the use of GIS data to determine areas within 

Mozambique that require green solutions to cli-

mate-related problems like flooding. Green finance 

has not been a core component of FSD Mozambique 

programming, however, following the development 

of a green finance strategic framework by the FSD 

Network part of which involved a green finance 

diagnostic assessment in Mozambique, FSDMoç 

seeks to amplify its green finance programming and 

interventions. This will enable FSDMoç to respond 

to the current global agenda around sustainabili-

ty, mainstream and contextualize high-level green 

finance initiatives proposed in the FSD Network 

Green Finance Strategy and contribute effectively to 

its broader mandate of enhancing financial inclusion 

for the unbanked masses across Mozambique. 
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