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PREAMBLE

The Royal Norwegian Embassy in Maputo (the Embassy) has requested the assistance from
Norad to undertake a Review of the Embassy’s portfolio to identify possible ways and means
of addressing/integrating appropriate climate change and environmental concerns in existing
bilateral programs and projects supported by Norway. The Review was commissioned in re-
sponse to the increased priority given to environment and climate change in Norwegian de-
velopment cooperation policy. This Review is intended to contribute to "climate proofing” and
a “greening” of the Embassy’s portfolio.

The rationale for Norwegian development cooperation with Mozambique is to increase the
welfare for the poorest segments of the population, consolidate the peace and support a
democratic development. This will be done through supporting the fight against poverty and
by promoting human rights and good governance. The Embassy has made preparations for
an increased support within the prioritized areas which are good governance and budget
support; management of natural resources with an emphasis on improving the revenue pol-
icy and the revenue administration from these resources; fishery; petroleum, hydropower
and other energy-related areas; climate and environment; and strengthening of women'’s
rights.

In addition to undertaking the Review the Review Team, through an internal seminar, pro-
vided the Embassy updated information on the implementation of the Norwegian Action Plan
for Environment in Development Cooperation, as well as provided updated information on
how to undertake “climate proofing” of development cooperation activities.

The Review has been undertaken through desk studies, discussions with representatives of
the Embassy and from implementing institutions in Mozambique in the period 27 August — 3
September 2008 and discussions with Norad staff members who are actively supporting the
Embassy. A draft report was submitted to the Embassy upon the Team’s departure from
Maputo (dated 3. September 2008). The Embassy’s comments to the draft report dated 9.
September 2008 have been incorporated and addressed in the Final Report.

The Review Team appreciates the fruitful and open discussions with institutions in Mozam-
bique. The Embassy participated actively in the discussions the Team had with partners in
Mozambique and the Embassy’s insights in the situation in Mozambique were of key impor-
tance to the work of the Team.

The Review Team has provided its’ independent recommendations and this does not indi-
cate any commitment on behalf of the Embassy to provide additional funding.

The Review Team comprised of Hans Olav Ibrekk and Jan Eriksen.

3. November 2008
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

The Royal Norwegian Embassy in Maputo (the Embassy) has requested Norad to undertake
a review of the Embassy’s portfolio to identify ways and means of addressing and integrating
climate change and environmental concerns in the current agreements within present
framework and budgets, and for possible future phases of the various programs and project.
This review contributes to "climate proofing” and a “greening” of the Embassy’s portfolio.

The review has included programs and projects primarily within the following sectors: fisher-
ies, energy, petroleum, natural resources management through non-governmental organiza-
tions, agriculture (private sector) and governance (environmental statistics). For each of the
reviewed activities recommendations on how to strengthen the environmental dimension
(e.g. “greening”) and how to address climate change (.e.g. “climate proofing”) have been
provided.

In the fisheries sector catch is declining and the economic importance of the sector is de-
creasing. However, from a livelihood perspective the artisanal fishing activities are important.
A new agreement is planned to be entered into next year. For the Embassy this juncture of-
fers a possibility to explore whether a new approach to the cooperation could be developed.
From an environmental and climate change point of view the main challenge in the devel-
opment of the fisheries sector seems to be aquaculture. Potentially, aquaculture develop-
ment could have a number of environmental impacts that need to be addressed. It is sug-
gested to focus future cooperation in the fisheries sector on aquaculture through developing
the whole required value chain. Ensuring environmental sustainability of the sector should
be the focus. Within the two reviewed programs there is scope to focus more specifically on
environment-related issues, e.g. addressing impacts of road building and the use of fishing
gears and fishing methods. Furthermore, there is a need to address the risk of natural disas-
ters in a more concerted manner and possible conflicts with other user interests in the
coastal zone.

Support to the energy sector has focused on taking advantage of the large volume and low-
cost hydropower available from Cahora Bassa, leading to national transmission and then
localized networks expansion. The Norwegian support has contributed to increased access
to electricity and reduction in use of diesel fuel and kerosene, as it has displaced the use of
diesel generators at the local level and kerosene lights at the household level. The further
support to the energy sector should also more proactively take into account key cross-
cutting dimensions that are important to Norway politically — climate change, environment,
gender, good governance, anti-corruption and promotion of private sector. With the current
focus on primarily grid-based electricity access the large majority of the population will not
get access to modern energy within a reasonable time frame. Increased use of other renew-
ables and off-grid solutions need to be seriously promoted. A key question is how Norway
and other donors can help to establish an enabling framework for the increased use of re-
newable energy in Mozambique and how the existing institutions can be equipped to scale
up their activities. Going to scale should be a key priority.

Within the energy sector the climate change impacts of Norwegian supported activities need
to be quantified. Of key concern is to estimate the expected CO2-benefits of electrification
projects. The Embassy should assess how it can contribute to strengthen the use of and ef-
fectiveness of environmental assessments (SEA and EIA) within the energy sector.

Climate change issues are given limited attention in the petroleum sector in Mozambique.
The potential for reducing CO2-emissions from the sector should be assessed further based
on the recommendations provided by Norwegian Oil for Development’s (OfD) working group
on climate change. According to the legislation EIAs are mandatory for all new develop-
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ments within the petroleum sector. The possibility of supporting the strengthening of the
technical capacity to assess and follow up the EIA and SEA system within the framework of
ongoing petroleum cooperation program should be considered.

Co-existence between fisheries, sea-transport, petroleum and gas search and exploration
plus conservation and protection of marine areas is a big challenge. One could draw on ex-
periences from Norway regarding cooperation between ministries, facilitated through the
OfD. It could also be considered to build on IMPACTO’s civil society course. The mobiliza-
tion of the civil society is important for en effective implementation of laws and regulations.

The private sector is poorly developed in Mozambique and the policy framework is not con-
ducive. The climate-energy-environment nexus offers new possibilities for more actively
promoting private sector development (PSD) in service delivery. The Embassy should con-
sider how it can more actively support the development of clean development mechanism
(CDM) projects in Mozambique based on the outcome of the planned consultancy. The en-
ergy sector offers possibilities for the development of small-scale businesses. Developing a
LPG-chain with required infrastructure could be explored. Similarly, PSD opportunities exist
within the fishing sector, especially within the aquaculture sector. By aligning the PSD sup-
port to the key sectors, Norway would get a clearer strategic profile in its development coop-
eration with Mozambique. Even NGO cooperation could be aligned around these priorities.
Currently, the NGO activity is oriented towards integrated rural development. Support to
NGOs could also be considered to be aligned with the key sectoral priorities of Norwegian
development cooperation with Mozambique and the activities of the various NGOs should be
complementary. Alternatively, the Embassy should further explore the possibility of support-
ing NGOs working in the energy and aquaculture sectors thereby supporting theses sector
through a more bottom-up approach. NGOs can play a key role in raising awareness on cli-
mate change and building resilience of local communities to cope with natural disasters.

The Government of Mozambique (GoM) has taken a number of steps to develop the re-
quired framework to address natural disasters and climate change. As part of the dialogue
with Mozambique and other donors the Embassy could focus on:

e Current climatic variability needs to be addressed. The failure to effectively ad-
dress increasingly severe weather patterns and climate variability in strategies and
programs is a major threat to economic development and poverty alleviation. Floods
and droughts already cause severe consequences in parts of Mozambique and the
emergency preparedness system is not able to cope with the existing climate vari-
ability. The reduction of vulnerability to current climatic hazards and the prevention of
recurrent disasters are the cornerstone for building future resilience.

 Focus on natural disasters. Even though Mozambique has made considerable
progress in strengthening it's response to natural disasters there is a need to con-
vince key ministries to investment in climate change adaptation and disaster risk re-
duction.

* The cost of environmental degradation. The macro-economic impacts of the dete-
rioration of the environment and associated losses are difficult to estimate precisely;
however, within the context of the budget support the issue could be addressed.

Environment, natural disasters and climate change should be a topic on the agenda for dia-
logue meetings with partners, especially in relation to budget support. Adapting to the cur-
rent climatic variability and natural disasters should be a point of departure for this dialogue.
The Embassy is well-positioned to take on a more proactive role in the development of the
energy sector in a more environmentally and socially manner. Finally, the Embassy is well
positioned to act as a facilitator/broker between key sectors of great importance for Mozam-
bique’s future development, i.e. energy, petroleum, fisheries and environment.
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1. MAINSTREAMING OF ENVIRONMENT AND CLIMATE PROOFING -
APPROACH AND METHODOLOGY

1.1 Introduction

The Norwegian Action Plan for Environment in Development Cooperation was presented in
June 2006. The Government’s aim is for Norway to play a leading role in making environ-
mental concerns an integral part of all development cooperation. The ultimate goal of Nor-
way’s efforts is for developing countries to acquire the capacity and competence necessary
to safeguard their right to a clean environment and the ability to manage their natural re-
sources in a sustainable manner. The action plan sets the direction for Norway’s efforts for
the next ten years.

All Norwegian Embassies are requested to increase their efforts on addressing climate
change. Reporting on national developments will be an important task, as well as assessing
continuously how Norway can assist in achieving set climate change targets and objectives.
The role each partner country can play in climate change negotiations and providing support
to activities that can move partner countries towards accepting long-term commitments will
be of key importance.

The Ministry of Foreign Affairs (MFA) has instructed all Embassies to increase efforts to en-
sure mainstreaming of environment, climate change and gender and measures to combat
corruption. Increased reporting on these issues is expected. Furthermore, impacts of climate
change and ’climate proofing’ should constitute an element of the overall policy dialogue with
Mozambique, including in the dialogue with multilateral organizations and non-governmental
organizations (NGOs). According to the draft Annual Letter to the Embassy climate proofing
of the development cooperation portfolio entails that all energy-related programs should not
increase emissions of greenhouse gases (GHGs) and that adaptation should be considered
as part of all development cooperation activities.

1.2 Environmental Mainstreaming in the Context of the Embassy’s
Portfolio

Addressing/integrating environment implies ‘mainstreaming’ of environment in the Em-
bassy’s portfolio. Environmental mainstreaming refers to the integration of environmental
policy considerations into core institutional thinking. Mainstreaming can help align policies,
programs and operations with the long-term requirements of sustainable development, help
modernize development policy content and procedures, and promote a pro-active approach
rather than responding to impacts as they unfold. Mainstreaming covers both assessing
scope for benefiting from environmental opportunities and avoiding negative impacts on the
environment.

For the Embassy the integration of environment during programming serves two objectives:

1. To identify and avoid harmful direct and indirect environmental impacts of coopera-
tion programs in the different sectors which can undermine sustainability and coun-
teract achieving the development co-operation objectives of the program — “do no
harm”;

2. To recognize and realize opportunities for enhancing environmental conditions,
thereby bringing additional benefits to development and economic activities and ad-
vancing environmental issues — “do good”; and

3. Combined this will contribute to a “greening” of the Embassy’s portfolio.
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In the Norwegian-supported development efforts the Embassy should actively promote “do
good”, in addition to “do no harm”. This will be an effective contribution to Norway’s com-
mitment to ensure that people and the environment are not harmed as a result of its financ-
ing, reduces and manages risk - saves money and time, improves performance and ulti-
mately reduces risks to the Embassy’s reputation.

1.3 Climate Proofing

To address climate change, the design criteria must be based on probable future climate
scenarios and expected impacts. Screening for climate risks represents a first step towards
“climate-proofing” of development programs. The screening will help to identify not only
programs at risk of climate change but also those that are not climate sensitive and do not,
therefore, require further risk analysis.

The following questions will be considered as a starting point:

* How does current climate variability affect the program area? What are the impacts
of this variability (floods, droughts)? What are the existing coping strategies used to
deal with these impacts?

» What is the country’s vulnerability and risks from climate change and extreme
weather?; and

» What are the anticipated impacts of climate change in the program area?

Based on the questions above development programs will be classified into three catego-
ries:

» Category 1 - High risk — Full climate risk assessment required

0 Sensitive sectors: agriculture, water resources, energy, coastal development
and management and other infrastructure (e.g. roads).

o Development programs in high risk areas, e.g. coastal, river bank, dry land
areas.

» Category 2 — Partial or moderate risk — Selective climate risk assessment required:

o Development programs with strong components related to water and in risk
areas (e.g. integrated rural development, agriculture, fisheries, water supply
and sanitation).

» Category 3 - Low/no risk — No assessment required.

o Includes development programs that are not affected in any significant way by
climate, and not affecting external vulnerabilities, e.g. within health, educa-
tion.

o It should, however, be noted that these sector can be affected by indirect im-
pacts of climate change (socio-economic change, migration, reduced food
production, vector-borne diseases etc.) and can be used to enhance capacity
and raise awareness on climate change.
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1.4 Policy Context — Mozambique
Environmental Management

In terms of the Mozambican law control over natural resource use is exercised through key
sectoral legislation (fisheries, agriculture, forestry and water laws), while environmental im-
pacts of other sources (e.g. from the transportation and energy sectors) is controlled though
legislation developed by the Ministry of Environmental Coordination (MICOA). Mining is an
exception here, in that it has its own suite of regulations governing environmental manage-
ment.

The National Council for Sustainable Development (CONDES) is Cabinet’'s consultative
body on environmental issues. It is subordinated to the Prime Minister’s Office and is consti-
tuted by Ministers and Vice-ministers from relevant sectors (agriculture, tourism, energy,
mineral resources, planning and development, health, etc.) and chaired by the Minister of
Environment. CONDES is at the top of the GoM’s environmental management hierarchy. But
the general perception is that it has failed to position itself and play its role effectively. Its po-
litical leverage and technical capacity are, reportedly, very weak. Therefore, and despite its
institutional position, CONDES does not have a strong presence in environment policy de-
bate or sectoral coordination.

Comprehensive legislation has been promulgated for managing environmental impacts in
Mozambique but there are some problems with the implementation thereof principally relat-
ing to lack of cooperation and coordination between ministries, limited human resources and
institutional capacity for implementation, and lack of clarity and overlap of environmental
management roles and responsibilities.

The Framework Environmental Act (Act 20 of 1997) and the EIA regulations (Decree no 76
of 1998) provide the basic framework for managing impacts of developments on the envi-
ronment in Mozambique. In terms of the Act, licensing of any activities liable to cause signifi-
cant environmental damage are required, the issuance of the environmental license being
contingent on the appropriate level of EIA being completed and accepted by MICOA. EIA
regulations prescribe the range of development projects that require an EIA, the process to
be followed in conducting an EIA, and the content of an EIA report. While on paper these
follow the internationally accepted process of screening, scoping, consultation, assessment
of impacts, review and monitoring and evaluation, in practice there are numerous problems
which limit the effectiveness of the process including:

* Inconsistencies in substance and style across ministries and departments regarding
environmental management because roles, responsibilities and modes of coopera-
tion have not been properly defined;

» Limited human resources and institutional capacity;

» Lack of clarity and overlap of environmental management roles and responsibilities
among government sector;

» The absence of a culture of communication, information sharing, and cooperation be-
tween institutions; and

» A shortage of technical expertise for evaluating environmental impacts in Mozam-
bique.

Mozambique has ratified most of the major international environmental conventions.
Climate Change and Mozambique
Mozambique is a small contributor to climate change. CO2-emissions per capita and per unit

of GDP are considerably smaller than other Sub-Saharan countries, see Annex lll. In 1994
the total direct greenhouse gases (GHGs) emissions were approximately 9 265 Gg of CO2.
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Mozambique has an extensive coastline, constituting the western limit of the cyclone and
tropical storms active zone. Therefore, it is regularly affected by tropical cyclones. Further-
more, the country has many international rivers flowing into the Indian Ocean and is regu-
larly affected by floods and droughts, resulting in severe economic impacts and halting of
development.

A decreasing trend in rainfall has been observed in the East Africa region as a whole over
the last four decades, while the occurrence of droughts has been steadily increasing. High
variability in rainfall associated with tropical cyclones and the El Nino/La Nina phenomenon
compound this problem, resulting in extreme floods and droughts from time to time.

The impacts of climate change are particularly serious for Mozambique. The following con-
sequences are expected:

» The increase of the mean air temperature by between 1.8 and 3.2 °C;
* Reduction of rainfall by 2 to 9%;

* Increase of the solar radiation from 2 to 3%, and;

* Increase of the evapotranspiration by between 9 to 13%.

Computer simulations already indicate that the coastal area resources, water resources, ag-
riculture and forests would be negatively impacted. According to the communication to
UNFCCC (April 2003) the main sectors that are likely to be or are being impacted by climate
change are: agriculture; forests and pastures; livestock; water resource; coastal areas and
resources; infrastructure; health; and fishing.

The impacts of climate change are likely to be greatest where they co-occur with a range of
other stresses — e.g. population growth, unequal access to resources, inadequate access to
water and sanitation, food insecurity, poor health systems. These stresses and climate
change will increase the vulnerabilities of many people in Mozambique. Declining agricul-
tural yields are likely due to droughts and land degradation, especially in marginal areas.
Current water stress in Mozambique is likely to increase

Mozambique’s Response to Climate Change Risks

Mozambique signed the United Nations Frame- e
work Convention on Climate Change (UNFCCC) | ™ [ ./ZomesdeRiscodeCiclones |- i "
on 12 June 1992, ratified it on 25 August 1995 A ]
and ratified the Kyoto Protocol on 18 January
2005. MICOA is the national focal point of
UNFCCC. MICOA has conducted a thorough
vulnerability assessment of climate change im-
pacts, concluding that future climate change and
increased variability are likely to adversely affect
a number of sectors.

Mozambique submitted its first national commu-
nication to the UNFCCC in April 2003 and | -
MICOA has prepared a National Adaptation Pro-
gramme of Action (NAPA) which was approved
by the Council of Ministers 4 December 2007. In
the NAPA the most vulnerable areas are identi- | =| =t e -
fied — see map of cyclone affected areas. 2 VINAM ING L @

The Designated National Authority (DNA) for the
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Clean Development Mechanism (CDM) in Mozambique is placed under MICOA. According
to the UNFCCC no CDM project has been approved in Mozambique. The Matola Gas Com-
pany has now submitted their first CDM project for UN approval, and the Mozambican oil
company Petromoc has come far in developing CDM project schemes.

A number of studies, projects and other activities have been conducted in Mozambique on
climate change impacts and related issues'.

The capacity to systematically observe the parameters of the climate system is still poor as a
result of the recent history. This weakness is directly reflected in the lack of information of
the key parameters of the climate system. This also brings about uncertainties in climate
studies that can be conducted in the country. In addition to that, the capacity to conduct
relevant research is still poor. These two factors jointly, make the understanding of the
cause-effect mechanisms, as well as the magnitude and time of impact of the occurrence of
climate change in Mozambique, uncertain. The development of human and institutional skills
necessary for the efficient use of these data in scientific, technological and socio-economic
research is equally necessary and urgent.

1.5 Approach and Methodology

The approach to the Review is clearly set out in the terms of reference (TOR), see Annex I.

The Embassy identified specific programs/projects as focus for the review. These programs
represent a cross-section of the Embassy’s portfolio and cover the bulk of the overall coop-
eration program. The Review Team did not have any objections to the selection of projects.

The Embassy provided copies of relevant documents and communications for all programs
to the Team. Based on a desk review the Team identified key issues that were subsequently
discussed with Embassy staff and with representatives of cooperation partners in Mozam-
bique (In Annex Il a detailed list of persons met is given). During these meetings additional
information on the programs were collected, updated information on the status of project im-
plementation was given and preliminary findings of the review discussed. Through these dis-
cussions the scope for ‘do good’, ‘do no harm’ and climate change was discussed. The ‘do
no harm’ discussions were based on Mozambique’s legal framework and the obligation to
ensure that assessments of environmental and social impacts are carried out in connection
with the use of Norwegian development cooperation funds. The ‘do good’ and climate
change discussions were mainly based on the Team’s broad environmental knowledge and
competence and ideas provided by representatives of cooperation partners.

The Embassy participated actively in all discussions with development partners and the
broad knowledge and insights of the Embassy representatives were extremely valuable. The
preliminary findings of the Team were presented to the Embassy in a seminar with all staff
presented. The Embassy staff provided initial comments and the findings were discussed.
Based on these discussions the Team prepared its draft report which was submitted to the
Embassy for consideration upon departure from Maputo.

'A comprehensive overview of these is presented in a Danida-report entitled “Climate Check in Mo-
zambique. Country Report” prepared by UNEP Risoe Centre (dated 28 August 2006).
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2. ASSESSMENT OF THE EMBASSY’S PORTFOLIO

2.1 Introduction

The Embassy identified the following programs and projects to be reviewed, as presented in
the Table below:

PTA number and name Agreement and implementing partner

MOZ-00/300 Fisheries sector support Ministry of Fisheries

MOZ-01/328 Sofala Bank Artisanal Fisheries Project Institute for Development of Small-scale
(Artisanal) Fisheries (IDPPE)

MOZ-07/020 Institutional support INP National Petroleum Institute

MOZ-08/004 Technical Assistance to EDM in Mozam- | Electricidade de Mogambique E.P. (EDM)
bique

MOZ-04/286 Cabo-Delgado Electrification Project Electricidade de Mogambique E.P. (EDM)
MOZ-3066 Rural Electrification in Niassa Province Electricidade de Mogambique E.P. (EDM)
(Mecanhelas and Marrupa

MOZ-06/053 Institutional support to INE 2007-2012 Instituto Nacional de Estatistica
MOZ-06/052 Soya bean production and marketing in Co-operative League of United States
Northern Mozambique (CLUSA)

MOZ-3040 Coastal rural support Cabo Delgado Aga Khan Foundation

MOZ-3057 FDC Integrated Development Fundacéo para o Desenvolvimento da Co-

munidade (FDC)

MOZ-06/027 PROGRESSO Il Development Program Associacdo PROGRESSO
2006-2008

In the following, the main findings of the review of the various projects and programs are pre-
sented. For each program a short description of goals and activities are presented for infor-
mation, existing climate change and environment-related activities included in the project are
presented, assessment of climate change and environmental issues is undertaken and fi-
nally specific recommendations to the Embassy are provided.

It should be noted that the Review Team offers a menu of possible actions that the Embassy
should consider strengthening the climate change and environmental component of the sup-
ported projects and programs. The Embassy needs to carefully review the suggestions and
decide on the appropriate course of action. Some of the recommendations can be easily ad-
dressed without major resource implications. Other recommendations will have resource im-
plications for the Embassy and need to be carefully assessed in the Embassy’s follow-up
plan to the Review.

2.2 Support to the Fisheries Sector

2.2.1 General Comments and Suggestions

In the fisheries sector catch is declining and the economic importance of the sector is de-
creasing. However, from a livelihood perspective the artisanal fishing activities are important.
Norway has supported the sector for more than thirty years. A new agreement is planned to
be entered into next year, offering the potential of developing a sector-wide approach in
close cooperation with other donors (19 donors involved in the sector). This requires that the
Ministry of Fisheries must take the lead.

For the Embassy this juncture offers a possibility to explore whether a new approach to the
cooperation could be developed. A Mid-Term Review (MTR) (April 2008) of the support to
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the fisheries sector has been undertaken and this review has offered a number of sugges-
tions for elements in the future cooperation.

From an environmental and climate change point of view the main challenge in the devel-
opment of the fisheries sector seems to be aquaculture. Potentially, aquaculture develop-
ment could have a number of environmental impacts that need to be addressed. Through
planning and sound management this can be overcome providing an important contribution
to food security, livelihood and private sector development. Therefore it is suggested to fo-
cus future cooperation in the fisheries sector on aquaculture through developing the whole
required value chain involving amongst other production of fingerlings, feed, establishment
of fish farms, plans for siting of plants, fish health, use of chemicals, marketing and distribu-
tion of products etc. Ensuring environmental sustainability of the sector should be the focus.

2.2.2 MOZ-00/300 Fisheries Sector Support

Goals and Activities

The development objective of the program implemented by the Ministry of Fisheries (MoF)
is: "Government institutions with capacity and competence for research based fisheries
management in order to achieve sustainable aquatic resource utilization and viable eco-
nomic growth of the private sector, thus contributing towards improved food security, re-
duced unemployment, and direct and indirect poverty alleviation.”

The specific objectives of the program are to contribute, directly or indirectly, to development
on three levels:

» The level of national poverty alleviation as expressed in the Action Plan for the Re-
duction of Absolute poverty (PARPA);

e The sector level as expressed in the 5-year plan Plano de Desenvolvimento do Sec-
tor das Pescas 2002-06 (PDSP 02-06). Here the goals are the same as in the origi-
nal Master Plan: increase export income, increase internal food supplies through in-
creased catches of fish, increase the standard of living in the fishing communities,
that is, through higher incomes and increased employment; and

» The level of the fisheries administration. Here the program aims at contributing within
five main activity areas:

Fisheries administration and management;

Fisheries research and fish stock assessment;

Aquaculture development;

Developing fisheries enterprises and improving living conditions in fishing
communities; and

o Establishing an Artisanal Fisheries Museum.

O o0oo0o

Climate Change and Environmental Issues Addressed in the Program/Project

The program itself has important outputs that should improve Mozambique’s management of
its natural resources. This includes improving the fisheries research and monitoring, improv-
ing the fisheries administration, including MCS (Monitoring, Control and Surveillance), na-
tional action plan of lllegal, Unregulated and Unreported fishing (NPOA on IUU), implemen-
tation of a management plan on shrimp and line fishing, etc.. MoF’s subordinate agency the
Fisheries Research Institute (IIP) has furthermore had a consultancy funded by the program
to look into the environmental aspects of the sector in general.

Environment is identified as a cross-cutting issue in the Project Document (PD). Issues men-
tioned are delicate eco-systems (mangrove areas) and the need to balance development
with other ministries. In order to secure the fishery resources, the establishment of a MCS
program has been high on the agenda. There is a strong focus on IUU and MCS in the cur-
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rent program. MoF has been trying to address by-catch, regulations are in place, however,
implementation and enforcement is a challenge. Dumping of fish is not allowed, however,
enforcement is difficult. Also increased focus on the marine ecosystem, through surveys of
the R/V “Dr Fridtjof Nansen” has been part of the collaboration. One of the immediate objec-
tives has been to establish an aquatic environmental database with a GIS-system.

Regarding aquaculture development several issues have been addressed:
* New legislation;
» Developing site selection tool, i.e. biodiversity and issues related to food ingredients
and GMO;
* Roles regarding state and private sector; and
» Area planning and management, including conflicting interests.

Strategic plan for aquaculture has been approved. However, there is a delay in developing
norms. EIA is necessary for the development of aquaculture. When the MoF is developing
new regulations, normally environmental issues are covered. These are first discussed in the
Conselho Administrativo de Pescas (CAP).

Assessment of Climate Change Issues

MoF does not have the resources or capacity to implement actions identified in the NAPA,
and there is need for additional funds. There is also a need for awareness rising, and to de-
velop advisory services.

According to the IIP, data over 10 years show there are climate change impacts, i.e. shrimps
are disappearing from Inhasorro. This is also in line with perceptions from fishermen. IIP
needs to undertake further studies before proposing follow up actions.

Overall, it seems as if the MoF/IIP is aware of the need to focus on consequences of climate
change. As capacity is scarce, there is a need for support in the process of assessing con-
sequences, and how to address these. This could focus on assessing changes in marine
conditions, impact on fish and shrimps, and conditions for aquaculture and ponds. In the fur-
ther development of aquaculture, measures should be taken to mitigate for deteriorating
weather conditions. This could preferably be facilitated through south-south cooperation.

There is scope to use data from R/V Nansen, INHAINA and the Sofala Bank project to iden-
tify long-term impacts of climate changes. Norway is considering supporting such a project in
Angola, Namibia and South Africa through the Institute for Marine Research (IMR).

Climate Risk Assessment: 2 - Partial
Assessment of Environmental Issues

The MTR concludes that the MCS activities are generally scoring the best, while the plan-
ning and policy components are seriously delayed. The MTR has discussed environmental
issues, and find that these have been addressed in the collaboration. The strong emphasis
on MSC/IUU is important in order to secure sustainability of marine resources. The MTR
suggests that environment is maintained on the same level as before in a new program.
Other specific suggestions are support to area planning regarding conflicting sector interests
and to continue research on relationship between environmental parameters and exploitable
resources with specific emphasis on the potential effects of global warming.

R/V Nansen has carried out surveys at the end of the 1970s and 2007. There is a need to
carry out such surveys more regularly, but this requires funding. The last survey did identify
some new species, but did not uncover much new potential within marine resources. There
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is a lot of survey-data to analyze. This can possibly be done through the use of students’
thesis. CAP is discussing the survey-findings for use in fishery management. Fishermen are
also interested in these data, and they are disseminated though seminars, reports and pam-
phlets. Data from Sofala (10 yrs) contain climate data (temperature, salinity, etc.). INHAINA
has relevant data that can be used. IIP is working with University of Bergen to establish an
aquatic database (not operational yet).

MoF wish to set aside areas for aquaculture. There is no comprehensive development plan
for aquaculture. Aquaculture should be a key focus in further fishery collaboration. This is an
identified area which is important as potential for food security and commercial activities.
This is also suggested for further emphasis in the MTR. There are a number of environ-
mental issues that need to be addressed when developing aquaculture, including siting,
possible destruction of mangroves and nursing areas, feed, pollution, use of chemicals etc. ,
as demonstrated through the development of aquaculture in other regions, e.g. Asia. An EIA
would be required for new developments and the MoF/DAQ (Department of Aquaculture)
should work closely with MICOA to ensure that EIA regulations are enforced.

Potential conflict associated with the Oil-Fish-Tourism-Environment nexus is identified as an
important area, as there are potential conflicts which need to be resolved when developing
the fisheries and aquaculture sectors. There is a need to develop comprehensive manage-
ment plans for the marine areas allocating areas to the various user interests. Currently, the
scope of the petroleum activities is rather limited. However, there is potential for increased
activities and thereby increased user conflicts. Marine Protected Areas (MPAs) have also
been established without active participation from the fisheries sector. A report discussing
the impact of MPAs on fisheries in Mozambique shows that existing, planned and potential
MPAs could cover 57 percent of artisanal fishery areas.

The fish stocks along the coast of Mozambique can only be effectively managed through re-
gional cooperation. Mozambique is a member of the South West Indian Fisheries Commis-
sion and the Indian Ocean Commission. A new phase of the fisheries cooperation should
also address the regional dimension.

Conclusions and Recommendations

» The support to the fisheries sector is considered highly relevant and some of the ac-
tivities included support the implementation of the environmental action plan. The
Embassy has considerable opportunities to engage in an active dialogue through the
new phase of the cooperation and through the AMs. ;

» It is recommended that the Embassy follows the MTR’s recommendation to continue
cooperation on environmental issues. To ensure that environmental and climate
change issues are addressed in the next phases of the fisheries cooperation the fol-
lowing activities identified in the MTR should be given priority:

o Continue research on relationship between environmental parameters and
exploitable resources with special emphasis on the potential effects of global
warming;

o0 Identify biological indicators of relevance for an ecosystem approach to fish-
eries management;

o0 Support to the development of plans for aquaculture, including addressing
key environmental concerns associated with the development of aquaculture;
and

o Support to area planning regarding conflicting sector interests (fisheries,
aquaculture, oil, tourism, MPAS).

» It is recommended that the future fisheries cooperation focuses to a larger extent on
aquaculture, both small-scale and commercial aquaculture. This is an emerging area
with environmental challenges;
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e The Embassy should consider to develop activities in the Oil — Fish - Tourism - Envi-
ronment nexus focusing on strengthening cooperation between relevant ministries,
private sector and the active involvement of NGOs, possibly based on the course de-
veloped by IMPACTO. This could also include following up recommendations
through MoF regarding MPAS;

» The Embassy should follow the implementation of the use of data from R/V Nansen
to establish a baseline for detecting long-term impacts of climate change in Angola,
Namibia and South Africa closely with a view to funding similar projects along the
coast of Mozambique; and

» The Embassy should consider how it could support a more active participation from
Mozambique in regional fisheries commissions.

2.2.3 MOZ-01/328 Sofala Bank Artisanal Fisheries Project

Goals and Activities

The goal of the project is to achieve sustained improvement in social and economic condi-
tions of artisanal fishing communities, numbering about 26,000 fishing households and
130,000 people, in the Sofala Bank area.

The project, implemented by the Institute for Development of Small-scale (Artisanal) Fisher-
ies (IDPPE), has the following components:
e Community development, including co-management, social infrastructure and health
care;
» Fisheries development, including resource management, product diversification and
post-harvest utilization;
* Market support and access roads;
» Financial services, including group savings and loans and formal credit; and
* Policy, legislative and institutional support, including project management.

Climate Change and Environmental Issues Addressed in the Program/Project

There are few specific environmental issues included in the current program. The relevant
documents reviewed (AD and MTRs) do not address issues linked specifically to environ-
ment. However, due to the impacts of the March 2008 cyclone which devastated the coastal
areas of Nampula Province, the issue of disasters preparedness and recovery has been ad-
dressed in the MTR.

The project deals with natural resources management through co-management of fisheries
resources, resource management in general and development of water supply and sanita-
tion services to fishing communities.

The project includes construction of physical infrastructure which might have environmental
impacts, especially associated with the relatively large road building component. No as-
sessment of environmental impacts of the road building program or any of the other activities
included in the project, has been undertaken.

Assessment of Climate Change Issues

The project is implemented in areas highly susceptible to natural disasters according to the
NAPA. The current weather variability is therefore a critical risk factor to the sustainability of
the services supported by the project, as well as to the livelihood of artisanal fishermen.
There are a number of dispersed artisanal fishing centers located in areas vulnerable to
natural disasters.
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There seems to be a need to start integrating crisis preventive measures in infrastructure
design (roads, school building and health clinics), review current design standards used and
to strengthen the overall resilience of fishing communities to withstand chocks caused by
natural hazards. Poor artisanal fishermen have few assets to draw on in a recovery process.
Reconstruction of destroyed facilities should be based on the build-back-better principle.

The project has supported the construction of 465 km of roads, i.e. this is a major rural road
building program. Physical targets have been achieved; however, there are indications of
severe maintenance problems and serious deterioration of roads have occurred, partly be-
cause of poor quality foundation, lack of suitable gravel and inadequate numbers of culverts
and drains. The road building program therefore needs to be “weather-proofed”.

Artisanal fishermen use their local knowledge about weather and do not rely on metrological
information to a large extent. The question is whether this local knowledge, based on the
historical climate, will be a good guide to the future climate.

Climate Risk Assessment: 2 — Partial assessment
Assessment of Environmental Issues

The project involves construction of about 200 water points serving about 94,000 people.
Water committees have been established to manage the water wells. The issue of long-term
O&M should be addressed as well as issues linked to the sustainability of the water sources,
salt water intrusion, inclusion of sanitation and provision of hygiene education. A number of
schools and health clinics are also being built, bringing up the question whether water and
sanitation (with separate facilities for boys and girls at schools) are included.

There are other issues related to the environment which the current project has not ad-
dressed. The issue of use of mosquito nets for fishing and illegal fishing practices, e.g. dy-
namite fishing, have not been addressed in the project. Furthermore, there are issues re-
lated to possible destruction of mangroves and nursing areas in the coastal zone that war-
rant further investigation, especially since the number of people in the coastal areas is in-
creasing and an increasing number of development activities are being undertaken, e.g.
tourism-related.

Development of aquaculture is a possible long-term threat to the coastal environment which
should be put on the agenda together with issues linked to the nexus of artisanal fisheries,
oil, tourism and environment.

Conclusions and Recommendations

» The project includes a number of activities which fall outside the responsibility of
IDPPE bringing up the question of coordination with line agencies, availability of re-
sources for O&M and staffing, and sustainability. The multi-sector approach reduces
the possibility of effectively integrating environment and addressing climate change
issues since there is no dialogue through the project with line ministries and agen-
cies. In further discussions with IDPPE and IFAD the Embassy should address the
objective structure of the project;

e IFAD has raised the issue of natural disasters preparedness and recovery. This
should be translated into relevant design requirements for the construction of infra-
structure (if these components are continued) taking climate change into account.
Support to reconstruction should be based on the build-back-better principle. The
problems associated with the road building program, partly related to water, indicate
a need to revisit the design standards. This might require dialogue with the relevant
line ministries;
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* The issue of long-term O&M of the water supply and sanitation component should be
addressed as well as issues linked to the sustainability of the water sources, salt wa-
ter intrusion, inclusion of sanitation and provision of hygiene education;

» Environmental impacts of the use of fishing gear and fishing methods should be ad-
dressed. Furthermore, the key importance of protecting mangroves and other nursing
areas should be addressed; and

» Possible environmental impacts of the road building component should also be ad-
dressed. Normally, an environmental management plan for this component should
have been developed since it involves major construction activities. The Team is of
the opinion that a partial EIA should have been prepared for the road building com-
ponent.

2.3 Support to the Petroleum Sector

2.3.1 General Comments and Suggestions

Cooperation within the petroleum sector is undertaken within the framework of the Norwe-
gian Oil for Development (OfD) initiative. The Embassy is well positioned to take on a larger
role in facilitating/brokering cooperation between the petroleum, fisheries and environment
sectors. Through CONDES potential conflicts between development interests and environ-
ment should be resolved. Currently, CONDES and MICOA are poorly equipped to take on a
coordinating and conflict resolution role. Through the cooperation in the petroleum and fish-
eries sectors the Embassy has the opportunity to facilitate a dialogue how petroleum, fisher-
ies and environmental interests could be better coordinated and to raise awareness among
stakeholders on key issues. One possibility could be to consider how a comprehensive envi-
ronmental monitoring program for the coastal areas could be developed.

2.3.2 MOZ-07/020 Institutional Support INP

Goals and Activities

The overall objective of the capacity building program is assistance to the development of
the petroleum sector in Mozambique, and further the institutional development of the Na-
tional Petroleum Institute (INP) as a regulatory authority, to enable it to perform its functions
in a sustainable and competent way to provide good governance of the petroleum resources
in Mozambique.

The program tasks for 2006 — 2010 comprises of eight sub-projects:
* Legal and regulatory framework;
* Policy and strategy development;
* Monitoring and supervision;
* Promotion of exploration acreage;
* Negotiations of agreements authorizing petroleum operations;
» Assessments of petroleum resources;
* Management of national petroleum data; and
* Administration, human resources and finance.

Climate Change and Environmental Issues Addressed in the Program/Project

The project includes support to preparing environmental regulations specifically for the pe-
troleum sector. INP leads this process, with MICOA in a coordinating role. A rough draft has
been prepared and a consultation draft is expected to be ready by the end of the year. Envi-
ronmental regulations will be based on international standards and a zero-discharge (theo-
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retically) policy has been adopted in Mozambique. The regulations will also clarify roles and
responsibilities within the sector.

All activities in the petroleum sector are subject to EIA. A Strategic Environmental Assess-
ment (SEA) will also be developed for the area around Bazaruto National Park. According to
INP the EIA systems and environmental audit system works reasonably well. The Norwegian
Petroleum Directorate (NPD) and the Norwegian Petroleum Safety Authority (PSA) are ad-
vising INP also on environmental and safety matters. MICOA staff receives training under
this cooperation.

The domestic gas consumption is increasing in Mozambique and demand is nearly outstrip-
ping supply. Fuel switching programs are on-going, amongst other at a cement factory
(which will be the largest consumer of natural gas).

Assessment of Climate Change Issues

Climate change issues are given limited attention in the petroleum sector in Mozambique.
The potential for reducing CO2-emissions from the sector should be assessed further. Flar-
ing is occurring from the central processing facility for the gas pipeline. Flaring is prohibited:;
however, there is a need to develop a production line for the use of condensate, e.g. LPG,
before flaring can be stopped. According to the INP the amount of flaring is considerable tak-
ing the production volume into account.

There is scope for increased use of gas in Mozambique and steps have already been taken
to establish local gas distribution systems, as well as introducing CNG (compressed natural
gas) as fuel for vehicles. The development of a future LPG chain through the use of unuti-
lized condensate is a promising area, both for export and domestic purposes. Currently, the
demand for LPG is not high enough to warrant such investments, however, the feasibility of
establishing a LPG value is being explored by INP.

A working group within the Norwegian OfD has in general assessed the possibilities for pro-
viding climate change support within the framework of the OfD. The key recommendations
are:

* Include climate change issues in all OfD-discussions and training;

» Offer support to assess the climate change mitigation potential within the sector and
to determine the associated costs. Measures with positive impacts on environment
and development should be given priority. Reductions in CO2-emissions of mitigation
should be quantified;

* Provide advice on appropriate regulatory and economic instruments and their effec-
tiveness;

» Encourage partner countries to develop a regulatory framework based on interna-
tional best practice;

» Assess the potential for developing CDM projects within the sector; and

» Assess the need for adaptation within the sector and to include adaptation issues in
relevant training activities.

The Embassy and the OfD should review and discuss these recommendations with INP as a
basis for further action.

Climate Risk Assessment: 1 — high risk (applies to the whole sector mainly from a mitigation
point of view).
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Assessment of Environmental Issues

According to the legislation EIAs are mandatory for all new developments within the petro-
leum sector. The possibility of supporting the strengthening of the technical capacity to as-
sess and follow up the EIA system within the framework of ongoing petroleum cooperation
program should be considered. Furthermore, there is a need to develop capacity to prepare
SEAs for the sector based on the experiences gained through the Bazaruto SEA.

Co-existing between fisheries, sea-transport, petroleum and gas search and exploration plus
conservation and protection of marine areas is a big challenge. Possible conflicts between
different sectors (petroleum-fisheries-environment-tourism) should in principle be raised
through CONDES. As CONDES has limited capacity, the Embassy could continue discus-
sions with MoF and MIREM/INP on possible efforts to facilitate coordination and reduce con-
flicts. In turn this could strengthen the processes within CONDES. One could draw on ex-
periences from Norway in this regard facilitated through the OfD. It could also be considered
to build on IMPACTO'’s course for civil society regarding possible conflicts.

One possible area for future (long-term) cooperation is in the area of monitoring of the ef-
fects of off-shore petroleum activities. This should also be done in close cooperation with
fisheries and environment. This could eventually pave the way for the establishment of a
National Environmental Monitoring Plan for the marine areas in Mozambique. Norway can
play an important role in supporting this development, both when it comes to technical sup-
port, as well as regards the cooperation between the Mozambican stakeholders in their effort
to clarify their roles and responsibilities.

The mobilization of the civil society is important for en effective implementation of sound en-
vironmental laws and regulations. Within the framework of OfD, there is established a dedi-
cated funding mechanism for support to NGOs which have cooperation with Norwegian envi-
ronmental NGOs. This instrument should be considered for use in Mozambique. Further-
more, the course provided by IMPACTO should be continued.

Corporate Social Responsibility (CSR) is high on the corporate policy agenda for most oil
companies. There is scope for enhancing the dialogue with, e.g. StatoilHydro and DNO on
the CSR agenda and encourage the companies to take an even more active role in the tech-
nical and political discourse in Mozambique on environmental standards for the petroleum
industry and the development of a comprehensive monitoring system for the marine waters.

Conclusions and Recommendations

» The support to the petroleum sector is relevant when it comes to environment and
climate change in Mozambique. The program is a good basis for increased support
to environment and climate change issues, within the framework of the existing
agreements;

» Potential support from OfD to address climate change issues within the petroleum
sector in Mozambique should be assessed with a basis on the recommendations of
the OfD Working Group on Climate Change. Achieved reductions in CO2-emissions
should be quantified;

» The Embassy in liaison with NORAD/OfD should enter into a dialogue with INP on
how Norway could provide support to enhance the capacity on assessment and fol-
low up of ElAs, including the preparation of SEAS;

» Norway should closely follow the efforts to support the establishment of a LPG value
chain in Mozambique through the close involvement of business partners, e.g. Sasol,
ENH, Engas, PetroMoc, MocGas, with a view to assessing potential contributions;

» The Embassy could consider initiating a process of facilitating cooperation around
precautionary work to reduce conflicts between development interests in the marine
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environment. Furthermore, cooperation to develop a comprehensive environmental
monitoring system for the marine environment in Mozambique, building on experi-
ences from the fisheries and petroleum sectors, could be considered (Oil-Fish-
Environment). This could subsequently form the basis for a future national environ-
mental monitoring system for the marine environment;

» Norway should consider providing support to environmental NGOs to act as watch-
dogs in Mozambique to ensure that the oil and gas sector adheres to international
best practice. OfD has set up a dedicated funding instrument for this and support can
be provided to NGOs which have a working relationship with Norwegian environ-
mental NGOs; and

» The possibility of research cooperation between the universities in Mozambique and
Norwegian universities on petroleum related issues, with focus on environment and
climate change, should be explored. A first step could be a fact finding mission to
Mozambique from the relevant Norwegian institutions (Bl, University of Rogaland,
NTNU).

2.4 Support to the Energy Sector

2.4.1 General Comments and Suggestions

Support to the energy sector has focused on taking advantage of the large volume and low-
cost hydropower available from Cahora Bassa, leading to national transmission and then
localized networks expansion. The priority has been on rehabilitation and expansion of
transmission and distribution to support economic growth. The Norwegian support has con-
tributed to increased access to electricity and reduction in use of diesel fuel and kerosene,
as it has displaced the use of diesel generators at the local level and kerosene lights at the
household level with positive health impacts depending on the cooking method used.

Increased investment in low-carbon technology, improved energy efficiency and increased
use of renewable energy are of key importance in addressing the climate and energy access
nexus. Energy is essential for both social and economic development. Providing better ac-
cess to reliable energy services at prices that are affordable to poor people is crucial to
achieving the Millennium Development Goals (MDGs). Simple, decentralized solutions will
play an important role.

In the area of energy the Norwegian environmental action plan gives priority to:

e providing assistance for energy resource mapping, analyses of energy use, devel-
opment of regulatory frameworks and system design with respect to the most promis-
ing renewable sources of energy;

» supporting development and use of renewable energy, including biomass, wind and
solar energy; reflecting recent technological developments;

» supporting development of small power plants in conjunction with solutions that ad-
dress water supplies, flood mitigation and agricultural irrigation;

» supporting measures designed to improve energy efficiency; and

» supporting measures to reduce the negative health effects resulting from the use of
biomass for household energy purposes.

Currently, the Embassy’s energy portfolio is not well in line with these (environmental) priori-
ties. The portfolio has, however, been developed with focus on achieving other objectives.
Aligning the portfolio with the action plan could be based on a four-pronged set of objectives:
* Supporting widening access to energy services as a means of supporting develop-
ment overall. Improving and extending access to energy services, especially those
generated from electricity and household fuels, is one of the most urgent tasks that

0801122 - Review of Embassy’s Portfolio Final Report 3. November 2008



Page 23 of 44

lie ahead in Mozambique since less than 10% of the population have access to elec-
tricity;

Enhancing environmental performance of energy supply and consumption and fram-
ing energy sector planning in a climate change framework. Adequate, timely meas-
ures can reduce the present climate change, environmental and health hazards re-
lated to energy supply and use. The Embassy could actively encourage the Ministry
of Energy (ME) to set the “Policy for Renewable Energy and Master Plan for Off-Grid
Energy” in a climate change context (which it currently is not). This would imply in-
cluding assessment of the climate change impacts of the use of various energy
sources and undertaking cost-benefit analysis as a basis for selection of the most
appropriate source of energy;

Mobilizing financial resources to expand energy investments and services through
the active use of the carbon market, e.g. CDM. More efforts could also be considered
to actively involve NGOs and private sector in mobilizing resources for investments
and providing energy services. There is considerable scope for establishing smaller
businesses providing support to increasing the use of solar panels (PV), establishing
a LPG chain, improving cooking stoves etc. NGOs could play a critical role in raising
awareness and educating people in the use of alternative energy sources; however,
there are currently few NGOs in Mozambique with experience from the renewable
energy sector. Several Norwegian investors have expressed an interest in investing
in the energy sector in developing countries; and

Linking energy planning to goals and priorities in other sectors and sustaining politi-
cal commitment to sound energy sector management and governance. This com-
mitment is a prerequisite for a well-performing energy sector equipped to address
pressing economic, social and environmental needs.

Aligning the energy portfolio around these objectives would also be in line with the clean en-
ergy platform and action plan. By “unbundling” energy needs, including the need to have ac-
cess to clean cooking, heating and lighting fuels, support to the energy sector in Mozam-
bique could follow a five track approach including:

scaled-up programs of household electrification (with increased use of and better
integration of mini-grid and off-grid electricity options to complement grid-based
approaches) based on the existing grid. The finding that smaller and local-based
systems tend to provide greater benefits to the poorer segments needs to be ad-
dressed when deciding the focus for assistance, especially in the light of the high
cost in some of the electrification projects. This would entail significant subsidies.
In most cases grid-based solutions are subsidized while off-grid solutions are not
subsidized at the same extent. It should also be considered to subsidize off-grid
solutions initially to kick-start the market. This has to be combined with advocacy
efforts highlighting the benefits of these solutions and the development of re-
quired O&M systems;

development of local and regional generation capacity to serve newly connected
households and demand from enterprises, public facilities and other users. The
selection of energy source should be based on cost-benefit analysis. Screening
of potential hydropower projects to strengthen resilience in project design, as/if
necessary, to future climate change should be undertaken;

provision of energy services for key public facilities such as schools and clinics
(Norway has previously supported such a program in Mozambique) and adminis-
trative posts, e.g. through the use of solar panels, windmills for irrigation, etc.;
provision of stand-alone lighting packages (use of PV systems and LED technol-
ogy) for households without electricity service. The World Bank Group initiative
“Lightning Africa” could offer relevant guidance since its emphasizes market-
catalyzing actions rather than give-aways;
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V. access to clean cooking, heating and lighting fuels possibly through the develop-
ment of a LPG chain, which will require considerable efforts in establishing the
required infrastructure, and the use of improved cooking stoves.

One key “immediate challenge” from an environmental and health point of view is to elimi-
nate the negative health impacts that inadequate use of biomass fuels imposes on poor
people. Switching to kerosene, LPG or biogas and improving cooking stoves will, in many
cases, offer a low cost solution to reducing indoor air pollution and in-door health impacts. In
addition, there are significant negative environmental consequences of an unsustainable re-
liance on biomass, the most severe being forest depletion, especially around the larger set-
tlements.

The further support to the energy sector should also more proactively take into account key
cross-cutting dimensions that are important to Norway politically — climate change, environ-
ment, gender, good governance, anti-corruption and promotion of private sector. These is-
sues have in general tended to be largely overlooked during the planning and implementa-
tion of power sector interventions (reference to the “Evaluation of Norwegian Power-Related
Assistance”).

Developing the energy sector portfolio along the lines indicated here will be by no means
easy, however, with the current staffing the Embassy is uniquely positioned to take on a lar-
ger and more active role in developing the energy sector in Mozambique. The key challenge
is to find a conducive organizational framework for these efforts, e.g. through the Electricity
of Mozambique (EDM) and/or FUNAE. A key question is how Norway and other donors can
help to establish an enabling framework for the increased use of renewable energy in Mo-
zambique and how the existing institutions can be equipped to scale up their activities. Go-
ing to scale should be a key priority. With the current focus on primarily grid-based electricity
access the large majority of the population will not get access to modern energy within a
reasonable time frame. Increased use of other renewables and off-grid solutions need to be
seriously promoted.

2.4.2 MOZ-08/004 Technical Assistance to EDM in Mozambique

Goals and Activities

The main objective of the TA is to provide support to the EDM on legal matters, contract ne-
gotiations, loan agreements, project documents and regional power market assessments.
Through effective and sustainable development of energy resources the sector will contrib-
ute to economic growth and social well being in line with the goals of the PARPA II.

The outcome of this TA is to strengthen EDM’s business capability in development, structur-
ing, financing and implementation of large power generation and transmission projects.

Climate Change and Environmental Issues Addressed in the Program/Project

The project includes hiring of an environmental specialist to assist EDM in undertaking envi-
ronmental assessment of large scale generation and transmission projects.
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Assessment of Climate Change Issues

The energy sector is a main source of emissions of GHGs and can also be seriously af-
fected by climate change through reduced rainfall, changes in weather variability, reduced
average stream flow, increased floods, increased evapotranspiration, storms and cyclones,
etc. Climate change is therefore an issue of key concern to the energy sector and energy
sector planning should include the assessment of climate change impacts, both from a miti-
gation and adaptation point of view.

Climate Risk Assessment: 1/2 — High to Moderate (applies to the sector). This specific pro-
ject has low risk (3).

Assessment of Environmental Issues

Implementation of large power generation and transmission projects could cause consider-
able environmental and social impacts that need to be addressed. The primary vehicle for
this is through the development of SEA at the sector level and EIA at the project level. The
capacity to prepare and implement SEAs and EIAs within the energy sector in Mozambique
is limited and should be strengthened.

Conclusions and Recommendations

* In the further dialogue with EDM the issue of climate change and possible impacts on
the energy sector should be put on the agenda. Potential hydropower projects should
be screened to strengthen resilience to climate change in project design, as/if neces-
sary;

» EDM should be requested to assess the climate change impacts of Norwegian sup-
ported activities. Of key concern is to estimate the expected CO2-benefits of electrifi-
cation projects. In most cases this would imply switching from generators (diesel) and
kerosene. For the Embassy it will be important to document these mitigation benefits;

» Strengthen reporting routines. Environmental management should be reported as a
reqular item in all status reporting and be a regular item in all status and annual
meetings;

» The Embassy should assess how it can contribute to strengthen the use of and effec-
tiveness of SEA and EIA within the energy sector;

» The Embassy should clearly document in all power-sector project whether an EIA
has been prepared or not and ensure that the environmental management plan
(EMP) is followed up adequately; and

» Design specifications for the further development of the national grid and distribution
systems should take natural disasters into account.

2.4.3 MOZ-04/286 Cabo-Delgado Electrification Project

Goals and Activities

The project’s development goal is to contribute to increased economic development and so-
cial welfare in Cabo Delgado. EDM implements the project and the immediate objectives
are:
» to connect Cabo Delgado to the national electricity grid from Metoro to Chai, in order
to improve access to electric power supplied through the national grid; and
* to rehabilitate and improve electricity networks, thereby expand and improve supply
quality, where the networks are old, run down and at the end of their technical life
span.

The key planned outputs are:
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» detailed survey and design prepared;

» EIA prepared;

» construction and supervision performed;

» installation of the SVC in the 220 kV grid in Nampula;

» 6310 families supplied with electricity;

* 18 schools connected to the grid;

* 11 health units connected to the grid;

» private enterprises supplied with electricity;

» ftraining, tools, equipment and spare parts for the project delivered; and
* a socio-economic baseline study carried out.

The project has not yet started implementation due to high price increases requiring some of
the project activities to be scaled back.

Climate Change and Environmental Issues Addressed in the Program/Project

An EIA and socio-economic baseline will be prepared. The appraisal concluded that envi-
ronmental issues only had been addressed at the scoping level, and a full EIA was required.

The transmission lines run through the Quirimbas National Park, requiring a thorough as-
sessment of environmental issues.

Assessment of Climate Change Issues

The Cabo Delgado province is not characterized as a high risk area for cyclones or other
natural hazards. According to EDM the current design specifications take due account of
natural disasters, e.g. floods and storms.

Reductions in CO2 emissions associated with the project should be calculated.
Climate Risk Assessment: 3 - Low
Assessment of Environmental Issues

It should be noted that the project has been approved by the Government as well as by Nor-
way before a full EIA has been preparedz. It is a clear weakness that a full EIA has not been
prepared before the investment decision has been made, especially since the transmission
line will run through a National Park. This is an issue that might cause some controversies.

Conclusions and Recommendations

» The project has been approved and funding committed without the preparation of a
full EIA. The AD states that EDM needs to obtain legal permissions regarding right-of
ways. There is no specific reference to that the Norwegian support is contingent
upon an environmental license;

e The transmission line runs through a National Park. The Embassy should closely fol-
low that all environmental requirements are adhered to in the implementation of the
project. This is a potential corporate risk to the Embassy;

» Strengthen reporting routines. Environmental management should be reported as a
reqular item in all status reporting and be a regular item in all status and annual
meetings; and

* Reductions in CO2-emissions associated with the project should be calculated.

2 EIA was approved by MICOA 2. September 2008.
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2.4.4 MOZ-3066 Rural Electrification in Niassa Province (Mecanhelas and
Marrupa)

Goals and Activities

The Purpose is to improve the access to electricity for industrial, commercial, public and
domestic consumers in Mecanhelas, Cuamba, Metarica, Maua and Marrupa in Niassa prov-
ince. The planned 33 KV network is 335 km and will be supplied from a recently commis-
sioned substation in Cuamba. It will follow the road from Mecanhelas in the south to Marrupa
in the north and supply the rural centers and villages along the road.

The planned outputs are:
* The grid extension from Mecanhelas to Marrupa, via Cuamba, Metarica and Maua in
place:
* 950 new domestic consumers connected;
e 35 commercial consumers connected;
» 20 official consumers, including schools and health clinics, connected;
» Public lighting installed in local centers;
» Operational and maintenance organization established and personnel trained; and
» Consumers trained in productive use of electricity.

The Project is implemented by EDM and Sweden acts on behalf of Norway for monitoring
and reporting purposes.

Climate Change and Environmental Issues Addressed in the Program/Project

An Environmental Management Assessment and Plan has been prepared for the project
(prepared by consultants). The Norwegian support is based on assessments made by Swe-
den. The transmission lines will cross 11 major streams and mitigation measures will be
taken to secure riparian vegetation and water quality and to avoid river bank erosion.

In the AD the following is stated: “Mozambique is prone to such natural calamities as floods
and cyclones and to a lesser degree earth quakes. These calamities, if they occur, may re-
sult in delaying the construction period of the project. The likelihood that such events will af-
fect this project area is however quite limited.”

Assessment of Climate Change Issues

The AD has addressed the risk of natural disasters. The Niassa Province is in the NAPA
classified as a low risk area for cyclones. Design specifications for transmission lines take
account for storms and other natural disasters and if these are followed in construction, the
transmission lines should be adequately “weather proofed”.

The potential mitigation effect of the project has not been estimated.

Climate Risk Assessment: 3 — Low risk

Assessment of Environmental Issues

There is a need to ensure that the environmental management plan is being implemented.
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Conclusions and Recommendations

» The Embassy should ensure through its dialogue with Sweden that the environ-
mental management plan for the project is being implemented;

» Strengthen reporting routines. Environmental management should be reported as a
regular item in all status reporting and be a regular item in all status and annual
meetings; and

* Reductions in CO2-emissions associated with the project should be calculated.

2.5 Support to Private Sector Development — Agriculture

Overall, the private sector is poorly developed in Mozambique and the policy framework is
not conducive. The Embassy’s private sector portfolio is rather limited. The climate-energy-
environment nexus offers new possibilities for more actively promoting private sector devel-
opment (PSD) in service delivery. Several Norwegian companies are exploring opportunities
to benefit from the carbon market within the forestry sector. These projects have the poten-
tial to benefit from the CDM. However, so far only one forestry project (in China) has been
approved by the CDM Executive Board. The rules for the carbon market in the post 2012-
Kyoto framework will determine if the carbon market can be used effectively to attract re-
sources to the development of forest plantations.

The Embassy should follow these efforts closely and consider how support, if needed, can
be provided. Norad has recently established a dedicated CDM grant support scheme for pro-
ject developers from Norway and least developed countries. CarbonNeutral Norway is also a
potential buyer of CDM credits and the Embassy should consider how it can more actively
support the development of CDM projects in Mozambique, enabling these to submit offers to
CarbonNeutral Norway. The Embassy and Norad will commission a consultancy to assess
the CDM market in Mozambique. The results will be used for guiding the Embassy’s work to
strengthen national CDM capacities.

The energy sector offers possibilities for the development of small-scale businesses. Devel-
oping a LPG-chain with required infrastructure could be explored. This would require an ap-
proach considering the whole value chain — from production to consumption — to develop the
market. Furthermore, provision of services related to the use of renewable energy offer pos-
sibilities, e.g. PV, improved cooking stoves, O&M activities, etc. NGOs and local entrepre-
neurs could be used to support these activities. Similarly, PSD opportunities exist within the
fishing sector, especially within the aquaculture sector. This would also require an approach
considering the whole value chain, from development of fingerlings, production and distribu-
tion of feed, training in operation of plants, and distribution of products to the market.

The PSD activities supported by the Embassy and Norad could be aligned to the key sectors
supported by Norway. This would ensure synergies between the various activities supported
by Norway and give Norway a clearer strategic profile in its development cooperation with
Mozambique. Even NGO cooperation could be aligned around these priorities.
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2.5.1 MOZ-06/052 Soybean Production and Marketing in Northern Mozam-

bique

Goals and Activities

This project, implemented by the Co-operative League of United States (CLUSA), is aimed
at supporting the expansion of soybean production mainly through knowledge transfer. The
project will help expanding soybean cultivation by medium and smallholders in the Nacala
corridor. Building from the lessons learned during previous planting seasons, the production
will be concentrated in the areas of Gurue and Lioma (Northern Zambezia Province).

The project is composed of the following components:

* In-put provision to farmers — procurement of locally grown seeds;

* Improved technology - introduce animal traction and conservation farming techniques
that will enhance the soil fertility and reduce the time required to prepare the land;
and

» Strengthening farmer based private sector extension — development of farmers asso-
ciations.

The market for soybeans is primarily as chicken feed. Increased buying power gives more
demand for chicken meat and eggs. Hence the local market pays more than the price
Felleskjgpet has guaranteed (Felleskjgpet has agreed to purchase whatever is not sold on
the local market at a fixed floor price).

Climate Change and Environmental Issues Addressed in the Program/Project

In Mozambique there are large areas of fertile land which are not being used. The existing
soybean seeds are not yet adapted to the agro-climatic conditions of Northern Mozambique.
Therefore there is a need to continue efforts to improve seed variety to achieve higher yields
and increase the profitability of soybean production.

Soybean production generally contributes to environmental protection by providing crop rota-
tion, and possibilities of enriching the soil through its nitrogen fixation ability.

Negative weather condition has been identified as a risk and critical factor to the project.

Environment is not directly identified as an element in the program. The use of GMO-
varieties was discussed, but as the Norwegian Felleskjgpet could be a customer, this option
was not followed up. Felleskjgpet has included in the purchasing contract that GMO-
varieties will not be bought.

Assessment of Climate Change Issues

Weather conditions are a risk factor to the project but this has not been followed up with any
specific suggestions for action. This is an aspect that should be of increased focus during
implementation of the project.

Weather conditions are very important for this project. Too much or too little light can be
harmful for the crops. There is still a process in the project to adapt the soybean plants to
the climatic conditions. Through the development of new varieties adapted to the local cli-
matic conditions the vulnerability of the soybean production will be decreased. However, fu-
ture global warming might cause further change in local climate conditions, which in turn
might cause a constant need to develop new varieties to adapt to new local climate regimes.
(But this would then possibly also be necessary to do for other local crops and varieties.)
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Climate Risk Assessment: 2 — Partial (long-term)
Assessment of Environmental Issues

Based on the scope of the project it could be argued that a partial EIA should have been car-
ried out. However, in the early stages of the program, the focus was on small-scale farmers
(less than 0.5 ha) and the production was very low (50 t in 2004/05), hence it was consid-
ered that an EIA was not required. However, this is not adequately documented in the AD.

Diversification of crops is important to strengthen the resilience of small-scale farmers. Soy-
beans can be grown in combination with maize and sorghum which are important for nutri-
tion. This also provides income and facilitates organization of cooperatives.

The plan was to provide fertilizers and pesticides to farmers. Due to lack of supply in the tar-
get areas, this has not happened.

Conclusions and Recommendations

» The project has demonstrated the viability of producing soybean as a key source of
animal fodder and a local market for the production has been developed. This is a
major contribution to strengthening rural livelihood and diversification of agricultural
production, thereby increasing the resilience of local communities;

e The Embassy should encourage CLUSA to strengthen efforts to implement conser-
vation farming in the target areas;

» The Embassy should closely monitor if GMO-varieties of soybean are being intro-
duced; and

» The Embassy should also address the issue of the future use of fertilizers and chemi-
cals through the project (issue to be discussed at AM). Possible project with fertilizer
through SNV (Selskapet for Norges Vel) and FK. This could have environmental im-
plications that need to be considered.

2.6 Support to Natural Resources Management through NGOs

The Embassy is now actively supporting three major NGOs operating primarily in the north-
ern provinces of Mozambique. Currently, the activity is oriented towards integrated rural de-
velopment. The three projects complement each other. There is scope to ensure closer co-
operation between the three NGOs and develop a more strategic approach to the coopera-
tion. This can be achieved through entering into a dialogue with the NGOs when developing
strategies (the Aga Khan Foundation is currently developing their next five year strategy),
presentation of key Norwegian political priorities (e.g. environment, climate, gender, rights,
energy, food security, private sector development), encourage the development of strategic
programs rather than projects and discuss entering into formal long-term strategic partner-
ships with some of the NGOs, partly providing core budget support. Support to NGOs could
also be considered to be aligned with the key sectoral priorities of Norwegian development
cooperation with Mozambique and the activities of the various NGOs should be complemen-
tary. Alternatively, the Embassy should further explore the possibility of supporting NGOs
working in the energy and aquaculture sectors thereby supporting theses sector through a
more bottom-up approach.

2.6.1 MOZ-3040 Aga Khan Foundation - Coastal Rural Support Cabo
Delgado

Goals and Activities
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The Aga Khan Foundation (AKF) implements a comprehensive Coastal Rural Support Pro-
ject (CSRP) in Cabo Delgado of which Norway is supporting the education and literacy com-
ponents, including HIV/Aids awareness and prevention. The overall objective is to contribute
to reduction of absolute poverty in Cabo Delgado through primary education and literacy
work, including awareness, knowledge and prevention of the spreading of the HIV-virus.
This goal translates into five key objectives:
» To support efforts to ensure access to a basic cycle of Education For All;
» To ensure that education provision reaches children marginalized by gender, poverty,
remoteness, and religion;
» To enhance the quality of children’s learning opportunities and provide support for
their overall development
» To strengthen local systems and institutions and build capacity in basic education;
and
» To contribute to knowledge creation and dialogue which influences practice and pol-

icy.
Climate Change and Environmental Issues Addressed in the Program/Project

The Norwegian-supported components include provision of water and sanitation (with sepa-
rate facilities for boys and girls) at schools and hygiene education. The CSRP include a build
environment initiative which focuses on teaching local communities how to use local re-
sources in construction.

The CSPR is implemented in an area with increasing conflicts between local communities
and wildlife.

Assessment of Climate Change Issues

The Cabo Delgado province is not characterized as a high risk area for cyclones or other
natural hazards.

In spite of recent efforts in environmental education with particular emphasis on climate
change, the level of perception and knowledge of the Mozambican society on these issues is
still very limited, particularly in the rural areas. There is a need to introduce environmental
issues in the school curricula at all levels. Given that the majority of the Mozambican popula-
tion is illiterate, without access to formal education institutions, there ought to be a clear pol-
icy and programs specifically aimed at raising the climate change awareness of the different
communities.

The CSPR includes activities aims at improving farming techniques. Conservation farming
and how to address the current climate variability should be considered in these extension
programs. The build environment initiative could be a major contribution to increase the resil-
ience of local communities through the construction of stronger housing structures based on
locally available material.

Climate Risk Assessment: 3 - Low
Assessment of Environmental Issues

Children are key agents of change in communities, therefore this project could potentially be
used more proactively to promote environment-relates issues, e.g. hygiene education, chil-
dren as role models in communities, mobilization of families to produce learning materials
taking natural resources management and food security into account, provide training in en-
vironment to farmers’ associations, including addressing issues related to current weather
variability, use of drought resistant crops, conservation farming etc.

0801122 - Review of Embassy’s Portfolio Final Report 3. November 2008



Page 32 of 44

Conclusions and Recommendations

» The Education for All initiative should include teacher training programs in environ-
ment and climate change. Through a dialogue with the Ministry of Education strate-
gies for environmental education encompassing all levels of instruction should be
developed;

* AKF is preparing a new strategy and the Embassy should encourage the AKF to in-
clude disaster risk reduction and preparedness as a cross-cutting element;

» The Embassy should follow how the AKF address the issue of conflicts between local
communities and wildlife; and

» The AKF expressed an interest in discussing further with the OfD how local commu-
nities could benefit from oil and gas exploration activities and how NGOs could en-
gage with the initiative.

2.6.2 MOZ-3057 FDC Integrated Development

Goals and Activities

The overall goal of the project is two-fold: to contribute to an improved quality of life for the
population of Ancuabe in Cabo Delgado, and to enhance the status of women, youths and
children through focused attention to gender, girls’ education and child related issues. The
development objective of the project is: to strengthen and develop on-going poverty allevia-
tion initiatives in Ancuabe District within three key areas; education and literacy, health (in-
cluding water, sanitation and HIV) and food security and nutrition.

The project implemented by Fundag¢éo para o Desenvolvimento da Comunidade (FDC) has
the following outputs:

1. Increased role and impact of the rural community in the school through working
school councils, promoting the school as an integrated part of the rural community,
girls access to education, improved and drop-out rates of girls (and boys) reduced,
literate, numeric, organizational and advocacy skills emphasizing women, youth and
community leaders in school councils, local consultative councils and farmers asso-
ciations improved;

2. Better health and health care for mothers and children through increased access to
improved basic services (clean water, mother and child care) and through growing
awareness of mothers on making use of the health system and of HIV/AIDS preven-
tion and mitigation;

3. Improved food security and nutrition status of the population, emphasizing vulnerable
groups through increased and diversified agricultural production (including crops and
husbandry), and networks, access to markets and capacity building in management,
marketing, monitoring and evaluation;

4. Effectively and efficiently managed project activities as well as enhanced status of
women and through gender awareness training of community leaders, government
and project staff.

Climate Change and Environmental Issues Addressed in the Program/Project
There are several environment related activities in the project, e.g. provision of water and
sanitation, hygiene education, diversification of agricultural production (which also strength-

ens the resilience to climate change), use of wood fuel, etc.

Assessment of Climate Change Issues
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Rural livelihoods will be affected by long-term climate change. Climate change could have
far-reaching consequences for agriculture. Greater numbers of crop failures and livestock
deaths will impose economic losses and undermining food security. Effects on crops and
livestock are likely to get far more severe as global warming continues. Less precipitation
will reduce the availability of water for irrigation and livestock production. To adapt farmers
need to plant different crop varieties, changing planting dates, and adapting practices to a
changing growing season. Barriers to adaptation vary by area, but for many a key barrier is
the lack of credit or savings, and also lack of access to water is a key obstacle to adaptation
in some areas. FDC can help to facilitate adaptation through such measures as ensuring
focus on crop and livestock insurance, development of social safety nets, and dissemination
of information on flood-, heat-, and drought-resistant crops, including conservation of tradi-
tional plant varieties with those characteristics.

Traditionally, communities acknowledge the value of natural resources and the need to pre-
serve them. This knowledge is traditionally passed on from generation to generation.
Through FDC’s key information on impacts on rural development of climate change can be
collected. Furthermore, through this work FDC can assist in providing information on local
adaptation strategies and to raise the awareness of rural populations about coping and ad-
aptation strategies based on local (indigenous) knowledge.

It should also be acknowledged that women are generally more susceptible to natural disas-
ters. Studies have shown that in some areas more women die in natural disasters than men.
Ensuring gender equality is an effective way of ensuring that women can cope equally well
with natural disasters.

Climate Risk Assessment: 3 - Low
Assessment of Environmental Issues

Strengthening the links between environment and gender is important. Furthermore, the pro-
ject is being implemented in an area with increasing conflicts between people and wild ani-
mals that need to be addressed. FDC already works with water, sanitation and the use of
fuel wood thereby contributing to improving public health. These activities could be ex-
panded through the focus on women and girls and their role as agents of change in local
communities.

Conclusions and Recommendations

* FDC should in its agricultural-related activities be encouraged to include issues re-
lated to climatic variability and take steps to increase the resilience of local farmers
by diversification of crops and other support arrangements; and

» FDC needs to consider how it can assist local communities in resolving conflicts be-
tween wildlife and people;

» Women and girls are the most vulnerable groups to natural disasters. Efforts to
strengthen gender equality can make an important contribution to reduce the impact
of and to increase the resilience of women and girls to natural disasters. FDC could
play a key role in this in local communities.

2.6.3 MOZ-06/027 PROGRESSO Il Development Program 2006-2008

Goals and Activities

The general objective is to contribute to the development of grass root communities with par-
ticular attention to women and children, aiming at raising the standards of living and increase
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management capacity. Associagdo PROGRESSO implements the project and the four major
objectives are to:

1. Increase community members’ knowledge, skills and capacity for mobilizing re-
sources;

2. Contribute to improving governmental services to the rural communities;

3 Contribute, through the Self-Employment Training Centre (CPAE), to the creation
of self-employment opportunities in the provinces of Niassa and Cabo Delgado;
and

4, Strengthen the institutional capacity of Progresso and the national associative
movement.

Climate Change and Environmental Issues Addressed in the Program/Project

Although not reflected adequately in the reviewed documents Progresso has established
nurseries and is providing plants for afforestation and fruit plantations (targeted at schools).
Furthermore, activities aimed at raising the awareness of communities of their rights and the
current legal framework for land issues, forests and wildlife and family are included. This can
help to strengthen the use of the legal framework and the public administrative system by
local communities. This is based on the train the trainer’s concept.

Assessment of Climate Change Issues

The project is implemented in areas which are not categorized as high risk areas for cy-
clones and other natural disasters.

Progresso has community outreach and training programs, including the CPAE, which can
be used to provide relevant information on natural disasters, climate variability, coping
strategies and future climate change. Furthermore, Progresso is supporting agricultural fairs
which also can be used for the same purposes.

Climate Risk Assessment: 3 — Low risk
Assessment of Environmental Issues

Progresso uses domestic species in its tree planting efforts. More information could be pro-
vided to rural farmers on conservation farming, drought resistant crops, efficient irrigation,
hygiene and other rural development issues of key environmental importance.

The CPAE could also be used more proactively to promote energy efficient technology and
to include energy-related technology in the self-employment training thereby helping to pave
the way for increased entrepreneurship in the local energy sector.

Conclusions and Recommendations

» The Embassy should reflect Progresso’s environmental related activities more spe-
cifically in relevant documentation;

» Progresso should consider to use the agricultural fairs more proactively to provide
relevant information on and extension services on issues related to natural disasters,
conservation farming, sanitation and hygiene etc.; and

» The Embassy should consider to encourage Progresso to start working on renewable
energy issues and include this is the self-employment training program.
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2.7 Other Programs Reviewed

2.7.1 MOZ-06/053 Institutional support to INE 2007-2012

Goals and Activities

The Phase Il of the support to Mozambique’s National Statistics Institute (INE) is a continua-
tion of the project implemented in the period 2003-2007. This is a joint Scandinavian support
program with the long-term objective of strengthening INE so that it will efficiently generate
reliable, relevant and timely statistical information to support the planning, management,
monitoring and documentation of Mozambique’s economic and social development.

The strategic plan for 2008 — 2012 concentrates on four areas:
1. Responding to data needs;
2. Developing district and municipal statistics;
3. Production and analysis of statistics; and
4. Institutional capacity building.

Climate Change and Environmental Issues Addressed in the Program/Project

INE and MICOA have established an environmental indicator working group which has pro-
duced a draft compendium on environmental statistics — State of the environment report.
This activity is included in the statistical master plan. MICOA is responsible for collection of
primary environmental data, while INE assesses the quality of the data. The draft report con-
tains information on emissions of GHGs. INE is in the process of establishing the methodol-
ogy for environmental statistics.

Assessment of Climate Change Issues

GHG emission data is included in the state of the environment report and the main data
source is MICOA. If possible, future data collection efforts should be based on the need to
provide information to relevant bodies, e.g. national communication to the UNFCCC and for
preparation of updated NAPAs. Furthermore, there is a need to collect more detailed data on
natural disasters.

Climate Risk Assessment: 3 - Low
Assessment of Environmental Issues

Focus should be on establishing a sound baseline for environmental reporting in Mozam-
bique. Through the established cooperation with INE and MICOA the required basis for this
seems to be in place. There is a need to consolidate and strengthen ongoing environmental
data collection and reporting before venturing into new avenues.

Environmental factors and externalities are not taken into account in Mozambique’s budget
process. One possible way forward is to introduce Green Budgeting which aims to identify,
formulate and introduce appropriate economic instruments to achieve environmental goals
and promote sustainable development. Through INE the efficiency of market-based instru-
ments could be explored and the macro-economic impact of the different fiscal interventions
could be investigated, if this is considered important. Norway has considerable experience in
this regard.
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Conclusions and Recommendations

e The Embassy should consider if there is scope to expand the environmental data and
reporting activities at a later stage when the state of the environment report has been
finalized;

» SSB has significant expertise on issues related to natural resources accounting and
green budgeting which, if there is an expressed interest, could be used to develop
further cooperation; and

* INE requested if the Embassy and the Review Team could assist in identifying rele-
vant information on environmental statistics from other countries.
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3. CLIMATE AND ENVIRONMENT RELATED POLICY ISSUES

The GoM has taken a number of steps to develop the required framework to address natural
disasters and climate change, including ratification of UNFCCC, preparation of a NAPA and
establishment of a DNA. The country’s capacity to effectively address climate change is,
however seriously limited. Several important studies have recently been launched by various
donors to quantify economic costs associated with natural resources mismanagement, cli-
mate variability and change. As part of the dialogue with Mozambique and other donors the
Embassy could consider to raise the following issues in the context of the budget support
dialogue, as well as in the sector dialogues:

Current climatic variability needs to be addressed. The current climatic variability in Mo-
zambique needs to be addressed through concerted actions. Floods and droughts already
cause severe consequences in parts of Mozambique and the emergency preparedness sys-
tem is not able to cope with the existing climate variability. The reduction of vulnerability to
current climate hazards and the prevention of recurrent disasters are the cornerstone for
building future resilience. There is a need to ensure mainstreaming of an integrated ap-
proach to climate change adaptation and disaster risk reduction into key sectoral policies,
such as agriculture, energy, natural resource management and urban development. Mo-
zambique’s NAPA is a useful instrument to introduce climate change adaptation into national
debates. The link between disaster risk reduction activities and adaptation activities should
be strengthened.

Focus on natural disasters. Even though Mozambique has made considerable progress in
strengthening it's response to natural disasters there is a need to convince the Ministry of
Planning and Finance (MPF) to investment in climate change adaptation and disaster risk
reduction. This ministry’s and other key ministries’ ownership of the disaster risk reduction
and adaptation agenda is at the crux of genuine change. Uncertainties remain about the ex-
tent of disasters, affected areas and the costs of climate change adaptation. The underlying
challenge is to ensure that these uncertainties do not become an excuse for paralysis, but
rather a spur for action and learning. Improving the quality of environmental data and statis-
tics is important to underpin this. The current food security crises that are partially climate
change induced will reinforce attention on the need for immediate action to reduce poverty.

Adapting to climate change. The Intergovernmental Panel on Climate Change (IPCC) pre-
dicts that, “the effects of climate change are expected to be greatest in developing countries
in terms of loss of life and relative effects on investment and economy”. Estimates as to the
expected economic impact vary widely, but the IPCC describes Africa, as “the continent
most vulnerable to the impacts of projected change because widespread poverty limits adap-
tation capabilities”. The failure to effectively address increasingly severe weather patterns
and climate variability in strategies and programs is a major threat to economic development
and poverty alleviation.

The cost of environmental degradation. Economic growth is often constrained by poor
environmental health conditions—resulting in illness and consequently lost earnings, and
increased medical costs. This economic burden on society placed by poor environmental
health can be quantified at the national level as a percentage of Gross Domestic Product
(GDP), often ranging in the order of between 2 and 4 percent of GDP, and these costs are
felt most severely by the poor. The most important causes contributing to this are inadequate
water supply, sanitation, and hygiene; and outdoor and indoor air pollution. According to the
World Bank, in some countries in sub-Saharan Africa, when the impacts of environmental
health and malnutrition-related linkages are further factored in, these damage costs increase
significantly to almost 9 percent of a country’s GDP. Diseases and ill-health constrain eco-
nomic growth and impact the productivity of a country’s working population. It has been es-
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timated that malaria can reduce economic growth by more than 1 percent a year in highly
endemic countries. Data, see Annex lll, suggests that Mozambique is experiencing a loss of
their national wealth. The macro-economic impacts of the deterioration of the environment
and associated losses are difficult to estimate precisely; however, within the context of the
budget support the issue could be addressed. The French Development Agency is currently
undertaking a study on the costs of environmental degradation. The World Bank is also dis-
cussing with CONDES and MICOA to establish a policy dialogue on natural resources, envi-
ronment and adaptation of climate change.

CDM offers possibilities. Mozambique has a potential for attracting CDM financing for a
number of the new energy projects as well as projects within the petroleum sector and for-
estry, either under the current CDM scheme up to 2012, or under a potential new “CDM
scheme” post-2012. A consultancy is under way to assess the CDM market in Mozambique.
The results will be used for guiding the Embassy’s work to strengthen Mozambique’s capaci-
ties within CDM. The Embassy could also actively encourage eligible entities to apply for
funding from Norad to prepare the required CDM documentation and to develop the required
capacity in Mozambique (e.g. the DNA).

It has proven difficult for most sub-Saharan countries to attract CDM financing, partly due to
the size of the required investments. Therefore programmatic CDM (pCDM) has been devel-
oped which allows project activities under a program of activities to be registered as a single
CDM project. Through bundling of numerous small-scale activities, e.g. solar water heating,
solar cooking, biogas, cook stove programs, village electrification; these can be registered
as a CDM project. This would be an option that could be considered for small-scale energy
programs in Mozambique, possibly through FUNAE.

Final Observations. Finally, the Team offers some observations primarily on the potential
role of the Embassy:

 The Embassy should carefully review the recommendations provided in this report
and prepare a follow-up plan as part of the annual business planning;

* The Embassy should more clearly document the environmental and climate change
related issues in projects and programs supported by the Embassy and encourage
the Mozambican partners to do the same. There is also a need to clearly document
to what extent environmental assessments have been undertaken (EIA) and how
these are followed up. Environmental management should be reported as a regular
item in all status reporting and be a regular item in all status and annual meetings;

e The Embassy should assess its own carbon and environmental footprints and take
actions to reduce emissions (buildings and transport), minimize waste, improve en-
ergy efficiency, etc. The Embassy in Washington has prepared such a plan;

» Environment, natural disasters and climate change should be a topic for discussions
around budget support, AMs and key dialogue meetings with partners. Adapting to
the current climatic variability should be a point of departure for this dialogue;

» The Embassy should actively participate in the donor working group on environment
(led by France) and should closely follow the work spearheaded by the World Bank
on supporting the policy dialogue on natural resources, environment and climate
change in Mozambique;

» The Embassy is well-positioned to take on a more proactive role in the development
of the energy sector in a more environmentally and socially manner and to align sev-
eral of the other activities supported by the Embassy (e.g. NGO, PSD) around the
key sectoral priorities; and

« The Embassy is well positioned to act as a facilitator/broker between key sectors of
great importance for Mozambique’s future development, i.e. energy, petroleum, fish-
eries and environment.
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ANNEX I: TERMS OF REFERENCE (TOR)

Terms of Reference

Mozambique - Review of the Embassy’s Development Assistance Portfolio.
Climate Change Screening — (‘Climate Proofing’) and
Environment (‘Greening of the Portfolio’)

1. Purpose of the Climate Change and Environment Review

The overall purpose of the Review of the Embassy’s portfolio is to:
» Undertake climate change risk screening of the portfolio in order to identify not only development
programs at risk of climate change but also those that are not climate sensitive. The Review
should focus on assessing the climate sensitivity and vulnerability of the development programs

supported by the Embassy.

» ldentify possible ways and means of addressing/integrating appropriate environmental concerns
in the current agreements within present framework and budgets, and for possible future phases
of the various programs. This should include issues related to ‘do no harm’ as well as ‘do good’.

» Optional point - Organize an internal seminar - learning event - for Embassy’ staff to provide
staff with updated information regarding the implementation of the government’s environmental

action plan and relevant climate change activities.

It should be noted that a key purpose of the Review is to initiate a process between the Embassy and de-
velopment partners where issues related to climate change and environment can be put on the agenda

and be included in future dialogue.

2. Scope of the Review

The team will focus its Review on a selection of development programs in the Embassy’s portfolio. The
Embassy has identified the following programs to be reviewed:

PTA number and name

Agreement and implementing partner

MOZ-00/300 Fisheries sector support

Ministry of Fisheries

MO0Z-01/328 Sofala Bank Artisanal Fisheries Project

Institute for Development of Small-scale (Ar-
tisanal) Fisheries (IDPPE)

MO0Z-07/020 Institutional support INP

National Petroleum Institute

MOZ-08/004 Technical Assistance to EDM in Mozam-
bique

Electricidade de Mocambique E.P. (EDM)

MO0Z-04/286 Cabo-Delgado Electrification Project

Electricidade de Mocambique E.P. (EDM)

MOZ-3066 Rural Electrification in Niassa Province (Me-
canhelas and Marrupa

Electricidade de Mogcambique E.P. (EDM)

MO0Z-06/053 Institutional support to INE 2007-2012

Instituto Nacional de Estatistica

MOZ-06/052 Soya bean production and marketing in
Northern Mozambique

Co-operative League of United States (CLUSA)

MOZ-3040 Coastal rural support Cabo Delgado

Aga Khan Foundation

MO0Z-3057 FDC Integrated Development

Fundacao para o Desenvolvimento da Comu-
nidade (FDC)

MO0Z-06/027 PROGRESSO Il Development Program
2006-2008

Associacao PROGRESSO

The scope of the Climate Change and Environment Review is as follows:
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A Climate Risk Screening

The initial screening for climate risks represents a first step towards “climate-proofing” development
programmes. The screening will help to identify not only programmes at risk of climate change but also
those that are not climate sensitive and do not, therefore, require further risk analysis. The following
questions will be considered as a starting point:

» How does current climate variability affect the programme area? What are the impacts of this
variability (floods, droughts)? What are the existing coping strategies used to deal with these
impacts?

» What is the country’s vulnerability and risks from climate change and extreme weather (e.qg. is-
land states, coastal areas, river deltas, fragile ecosystems, snow capped mountains, and de-
pendency on agriculture, forestry, and fisheries)?

» What are the anticipated impacts of climate change in the programme area?

Based on the questions above development programs will be classified into three categories:

» Category 1 - High risk — Full climate risk assessment required

o0 Sensitive sectors: agriculture, water resources, energy, coastal development and
management and other infrastructure (e.g. roads).

o Development programs in high risk areas, e.g. coastal, river bank, dryland areas.

» Category 2 — Partial or moderate risk — Selective climate risk assessment required:

o Development programs with strong components related to water and in risk areas

(e.g. integrated rural development, agriculture, fisheries, water supply and sanitation).
» Category 3 - Low/no risk — No assessment required.

o Includes development programmes that are not affected in any significant way by cli-
mate, and not affecting external vulnerabilities, e.g. within health, education.

o It should, however, be noted that these sector can be affected by indirect impacts of
climate change (socio-economic change, migration, reduced food production, vector-
borne diseases etc.) and can be used to enhance capacity and raise awareness on
climate change.

If climate change impacts are identified as a critical sustainability element and a possible risk factor then
the Review Team will suggest a set of relevant questions that the Embassy could use in the further dia-
logue with the partner, as well as possible adaptation measures that could be included in the existing de-
velopment program or in follow-up interventions.

B. Integration of Environment - Moving from ‘do no harm’ to ‘do good’
For the Embassy the integration of environment during programming serves two objectives:

» To identify and avoid harmful direct and indirect environmental impacts of cooperation programs
in the different sectors which can undermine sustainability and counteract achieving the devel-
opment co-operation objectives of poverty reduction - “do no harm”.

» To recognize and realize opportunities for enhancing environmental conditions, thereby bringing
additional benefits to development and economic activities and advancing environmental issues -
“do good”.

» Combined this will contribute a “greening” of the Embassy’s portfolio.

The Review’s starting point is that the Review should focus on identifying environment-related activities
that will contribute (directly or indirectly) to the overall development objective(s) of the project/program.
The rationale behind this is to avoid a complicated objective structure and thereby hampering implementa-
tion.
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Internal Climate Change and Environment Seminar - Learning Event

The purpose of the internal seminar is to provide an update on the Government’s Environmental Action
Plan for Development Cooperation (launched in June 2006) and to provide information on relevant climate
change and forest related activities.

The seminar will mainly be based on presentations and interactive discussions with Embassy staff. All staff
members at the Embassy should preferably attend.

3.

Approach to the Review

The suggested approach to the Review is as follows:

1.

Identification of development programs subject to review. The Embassy identifies a representa-
tive selection of the portfolio of development programs to be reviewed covering all key sectors the
Embassy is supporting. The selection should be discussed with the Review Team prior to finaliza-
tion of the ToR for the Review.

Country’s vulnerability to climate change. This assessment will be based on available documents
prepared by the government or other donors. The Embassy should provide the Team with relevant
information on climate change studies undertaken in the country. This will form the basis for the
assessment of vulnerability.

Desk review of available documents. The Embassy will submit relevant program/project docu-
ments to the Review Team. The Review Team will undertake an initial desk study upon the visit to
the country. Through the desk review the Team will identify key issues that subsequently should
be discussed with Embassy staff and with representatives of cooperation partners in the country.
The Review Team should discuss the Review with Norad’s country team as well as the other 4K-
topics (gender, anti-corruption and conflict sensitivity). The aim of this discussion is to solicit ideas
from a wider group on relevant environment and climate change issues to be considered in the
various programs and projects subject to the Review.

Kick-off meeting with the Embassy. The Team meets with the Embassy to assess the need for ad-
ditional documents, meeting schedule and other practical matters. The Team should also meet
with relevant Embassy staff responsible for the development programs subject to the review.

Meetings with key stakeholders in the country. The Embassy will organize meetings (about 2
hours for each meeting) with key stakeholders for each program/project subject to review. At the
meeting the Team will be given information on the key activities in the development program, dis-
cuss on-going program/project activities of relevance to climate change and environment and dis-
cuss ideas and options for inclusion of new environment-related elements and to assess the cli-
mate change sensitivity and vulnerability. A meeting with the key entity responsible for climate
change issues in the country should be organized.

Through these meetings additional information on the selected development programs will be col-
lected, updated information on the status of project implementation will be received and the pre-
liminary findings of the Desk review discussed. Through these discussions the scope for ‘do good’
and ‘do no harm’ will be discussed. The ‘do no harm’ discussions will be based on the country’s
legal framework and the obligation to ensure that assessments of environmental and social im-
pacts are carried out in connection with the use of Norwegian development cooperation funds.
The ‘do good’ discussions will mainly be based on the Review Team’s broad environmental knowl-
edge and competence and ideas provided by representatives of cooperation partners.

The Embassy should, preferably, participate in these discussions to create ownership, however, it
is important to stress that this does not imply that the Embassy endorses ideas and suggestions
made by the Review Team during these discussions.
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Drafting of report. The Review Team will prepare a draft report, including a summary of key find-
ings, upon departure. In addition to sections outlining the approach and methodology the report
will present each development program subject to Review in the following manner:

i) brief description of goals and activities;

ii) climate change risk assessment;

iii) environment-related activities included;

iv) assessment of climate change impacts and scope of integration of environment; and

V) recommendations.

Wrap-up meeting with the Embassy. The Review Team will meet with the Embassy and present
the key findings, conclusions and recommendations. This could preferably be convened in con-
junction with the internal seminar.

Optional point - Convene an internal climate and energy seminar for Embassy staff. The Embassy
identifies a suitable time for the seminar to fit with the Review Team’s agenda. An extended lunch
seminar should be considered as an option. Possible topics include presentation of the “Action
Plan for environment in development cooperation” (June 2006), tools and approaches to envi-
ronmental safeguarding and climate proofing, climate change policy, including the forest initiative,
and other topics of interest to the Embassy that the Review Team can address.

Preparation of Final Report. The Team will forward draft report to the Embassy for approval. Norad
will also undertake internal quality assurance of the report. Based on comments from the Em-

bassy and Norad'’s internal quality review the final report will be prepared by the Team.

Distribution of the Final Report. The final report should be distributed to cooperation partners in
the country, as well as to the Norwegian Ministry of Foreign Affairs.

Organization, Timetable, and Reporting

The Review is based on a one-week visit to the country by the Team.

The Review Team will be comprised of experts who have a broad background in climate change and envi-
ronmental issues, experience in climate proofing and mainstreaming of the environment, familiarity with
the Norwegian environmental action plan and natural resources management in general.

The team will submit a final report in English and present a draft report, including a preliminary summary
of key findings, conclusions and recommendations, upon departure.
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ANNEX II: PERSONS MET

Organization Name

Norwegian Embassy Maputo Mette Mast
Jystein Botillen
Marit Strand
Jose Capote
Carlos Mate
Thor Oftedal
Kristian Lagkke
Hans Terje Ylvisaker
Fred Rasmussen
Clarisse Barbosa
Guri Kjos

Institute for Development of Artisanal Fisheries | Maria Ribeiro Pinto
(IDPPE)

Progresso Elisabeth Sequira
Florentino Ferreira
Aga Khan Foundation Colin Hagans

Agostinho Mamado

Institute Nacional de Estatistica Camilo Amade
Delfina Cumbe
Electricidade de Mogambique E.P. (EDM) Luis Amado
Jerénimo Marrime
Fundo de Energia (FUNAE) Miquelina Menezes
Saddamo Aboobakar
Mario Batsana
Ministry of Fisheries Paula Santa Alfonso

Lidia Massalana
Laurentina Cassa
Yvonne Lichuchen

National Petroleum Institute Carlos Zacarias
Isabel Chuvambe
Norad John Tore Vatnar

Rasmus Bakke

Leif Tore Treedal
Inge Harald Vognild
Lene Lothe

Rune Castberg
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ANNEX lll: ENVIRONMENTAL DATA - MOZAMBIQUE

Mozambique

Population {millions) 19.8 Land area (1,000 sg. km)  784.1 GDP ($ billions) 6.6

Sub-
Saharan  Low-
Country  Africa  income
data group group

GNI per capita, World Bank Atlas method (§) 310 46 B85
Urban population (% of total) 34.5 362 30.0
Urban population growth (average annual %, 1990-2005) 5.9 4.0 3.1
Population growth (average annual %, 1990-2005) 26 25 2.0
Agriculture
Agricultural land (% of land area) 62 44 45
Irrigated land (% of cropland) 26 2.6 24.3
Fertilizer consumption (100 grams,/ha arable land) 59 130 688
Population density, rural (people/sq. km of arable land) 204 372 589
Forests and biodiversity
Forest area (% of land area) 2486 26.5 23.9
Deforestation (average annual %, 1990-2005) 0.2 0.6 0.5
Mationally protected area (% of land area) 5.8 11.2 10.0
Mammal species, total known 228
Mammal species, threatened 12
Bird species, total known G685
Bird species, threatened 23
GEF benefits index for biodiversity (0-100, 100=rmaximum) 8.2
Energy
GDP per unit of energy use (2000 PPP &/kg oil equivalent) 26 2.8 4.4
Energy use per capita (kg oil equivalent) 441 703 513
Energy from biomass products and waste (% of total) 84.1 EE.T 47.8
Electric power consumption per capita (KWh) 367 550 a7h
Electricity generated using fossil fuel (% of total) 0.2 75.8 74.0
Electricity generated by hydropower (% of total) aa.7 19.5 234
Emissions and pollution
CO9 emissions perunit of GDP (kg/2000 PPP $ GDP) 0.1 0.4 0.4
C0y emissions per capita {metric tons) 0.1 0.8 0.8
CO9 emissions growth (%, 1990-2003) 36.4 21.4 20.4
Particulate matter (urban-pop.-weighted avg., pg/cu. m) 39 64 77
Passenger cars (per 1,000 people) . .
Water and sanitation
Internal freshwater resources per capita (cu. m) 5,068 5229 3,149
Freshwater withdrawal
Total (% of internal resources) 0.6 31 18.9
Agriculture (% of total freshwater withdrawal) 87 ar 20
Access to improved water source (% total population) 43 13 75
Rural (% of rural population) 26 43 70
Urban (% of urban population) 72 &0 88
Access to improved sanitation (% of total population) a2 ar a8
Rural (% of rural population) 19 28 28
Urban (% of urban population) E3 ] 61
Environment and health
ARI prevalence (% of children under age 5) 10.0
Diarrhea prevalence (% of children under age &) 20.7
Under-five mortality rate (per 1,000 live births) 145 163 114
Mational accounting aggregates
Gross savings (% of GNI) 4.7 17.4 281
Consumption of fixed capital (% of GNI) B.6 10.7 9.1
Education expenditure (% of GMI) 1.5 3.8 3.3
Energy depletion (% of GNI) 0.1 15.5 9.8
Mineral depletion (% of GNI) 0.0 0.8 0.7
Met forest depletion (% of GNI) 0.5 0.3 0.6
CO9 damage (% of GNI) 0.2 0.7 11
Particulate emission damage (% of GNI) 0.3 0.5 0.7
Adjusted net savings (% of GNI) -3.2 -7.2 9.5

Source: 2007. The Green Little Databook. World Bank
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