Abstract

Agro-industries have been widely acknowledged as a way to kick-start agricultural development in developing

regions. A number of pro-poor organizations promote production models that include the engagement of small-
holder farmers as potential enablers for employment generation, economic development and livelihood improve-
ments. Initiatives such as this appear in Sub-Saharan Africa with a focus on food and bioenergy crops. However,
the large-scale production of cash crops, such as sugarcane, also raises concerns. A critical aspect is the impact
of land-use on food security, particularly if local communities are constrained in cultivating traditional crops. In
this paper, we explore the relationship between a sugarcane mill and smallholder farmers in Maputo province,
Mozambique. Our main goal was to investigate some key characteristics of sugarcane outgrower schemes and the
implications for sustainabte local development. We also complemented local findings with lessons learnt from
other regions, such as Brazil. In August 2015, a field assessment examined the interplay between the sugarcane
industry and local communities in southern Mozambique. We interviewed three smallholders’ associations of
sugarcane producers in Xinavane, together with researchers, non-governmental organizations and agricultural
government bodies. Our assessment finds that the impacts of sugarcane remain somewhat unclear. Government
bodies and some of the consulted NGOs claim benefits, both on income and local food production. However, these
benefits are less evident to farmers. While they acknowledge labour and social services as opportunities brought
by the sugar mill, progress on capacity building and irrigated areas for food production fall short of expectations.
Moreover, there is also tension as to the sugarcane outgrower contract. Incomplete information seems to under-
mine trust from farmers who become increasingly sceptical of their contracts with the sugarcane mill, especially
the payment system. Transparency, coupled with more effective food production strategies, are decisive to ensure
sustainable agro-industrial development along with poverty reduction.
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Introduction
The sugarcane industry has maintained its foothold in rural
Mozambique for decades. In spite of the industry being near
collapse during the civil war, in the years following independence
in 1975, the 1992 peace-accord gave new strength to the sugar
sector. Thanks to a combination of government initiatives and
foreign investment, the sugar industry has seen a gradual
recovery. In 2013, national sugar output was 380,000 t, 17%
above the so-called golden years of the colonial period (Cepagri
2013; Kegode 2015).

Over the last decade, a significant development has been
the engagement of smallholders in outgrower schemes as
an alternative to the traditional plantation model to produce
sugarcane. A set of European Union (EU) measures to strengthen
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the Mozambican sugarcane industry against looming reforms

in the European sugar market underpinned this process (EC
2011). The EU, as well as local stakeholders, believe that through
sugarcane, smallholders can improve their livelihoods by
accessing infrastructure, employment opportunities and social
services. Moreover, sugarcane contracts should also allow small
farmers to improve their incomes, increase food production and
thereby curb poverty.

Nevertheless, the overall impact of sugarcane production
under smallholder outgrower schemes remains unclear. In spite
of tangible progress, such as on employment and social services,
outgrower schemes seem to fall short on other important
aspects that are necessary for sustainable rural development
(O'Laughlin and Ngove 2013).



In this study, our main goal was to investigate some key
characteristics of sugarcane outgrower schemes, such as access
to infrastructure for food production (i.e. irrigation), capacity
building, cane-payment system and land-tenure security, and its
implications to local development.

Agro-industry: a model for rural
development

The process of adding value to agricultural raw materials
through manufacturing operations in agro-industries has been
known for a long time as an efficient strategy to promote rural
development (da Silva et al. 2009). The advantage of agro-
industries over other strategies and models to promote growth
and development lies primarily on its multifaceted nature. A
number of linkages are established upward and downward in
the transformation unit (i.e. agro-industry), thus accounting
for farmers’ production, input suppliers, distribution networks,
commercialization support, etc. Therefore, the value addition

is closely followed by job creation and broader business
opportunities at local and regional level, together with high
potential to reduce rural poverty (Delgado 1999; Dorward et al.
1998). Moreover, agro-industrial units also function as a hub for
a number of secondary and tertiary auxiliary sectors that are
positively affected by industrial inflow and outflow of products
(da Silva et al. 2009).

Because of product characteristics, which are often perishable
and produced in bulk quantities, many agro-industrial initiatives
are located in rural areas, close to the production site, where
most of the socioeconomic spillovers can be retained. The
growing awareness of such benefits has propelled incentives
for rural-oriented industries as a pro-poor strategy in many
developing regions, particularly in Africa. Sugar industries feature
in the economies of many African countries as an agent for job
creation and a catalyst for foreign investment (Hassan 2008).
In Mozambique, sugar has been a major domestic and export
product since the colonial period. Despite the industry downfall
after independence in 1975 and the following years of civil war,
soon after the peace accord, signed in 1992, sugar became a
main target of the national recovery programme (Buur et al.
2011). By that time, the Mozambican experience had shown that
sugarcane-producing zones, around sugar mills, develop in a
manner that is relatively more prosperous than in other regions.

Moreover, the sugar industry provides quasi-urban social services,
such as health and sanitation, education and transportation
infrastructure (Buur et al. 2012).

Smallholder-based sugarcane production:
The case of Xinavane

Historically, large-scale plantations have been the predominant
model for sugarcane development and production in
Mozambique. This model is characterized by high investments in
irrigation infrastructure, land preparation and crop management
(e.g. harvesting). When combined with the processing stage,
plantation models require economies of scale that favour vertical
integration with large producing areas close to the processing
unit (Benfica et al. 2002).

In 2013, large-scale sugarcane estates (i.e. plantations)
under the management of four sugar mills accounted for 80%
of Mozambique sugarcane production. These sugarcane mills
are located in the southern province of Maputo (Maragra and
Xinavane), and in the central province of Sofala (Mafambisse and
Marromeu; Fig. 1).

Figure 1: Location of sugarcane mills in Mozambique.

-—-mf«_/"j”_//}
[
L L

N /\
/},/’

Mafamblsse
A Maragra
@ Marromeu
0O Xinavane
[ IProvinces

—“*Lq,,_,__\_,.<«
”"%

www.internationalsugarjournal.com 897



Sugarcane outgrower schemes in Mozambique: Findings
from the field

Lo

[

e

Table 1: Sugarcane mill and production parameters in Mozambique in 2013 (Cepagri 2013)

Cane area (ha) 12,367 9,152 | 15,855 ‘8,775 | 46,149
Milled cane (t) 470,076 557,864 11,460,373 677,797 13,166,110
Sugar (t) 51,448 65,251 | 184,418 | 82,010 | 383,127
Molasses (t) 17,331 20,750 | /55,015 24,412 n|i127,508
Cane yield (t/ha) 38 61 92 77 isie70
Sugar yield (ts/tc) 0.109 0.117 0.126 0.121 | 0118

*average; tc: tonnes of cane; ts: tonnes of sugar

According to the last Mozambican sugar balance report
(Cepagri, 2013), the national sugar production was about
380,000 t from 46,000 ha of sugarcane (Table 1). Among
the sugarcane mills, Xinavane features for its relatively high
agricultural and industrial productivity, i.e. sugarcane and sugar
yields, thus contributing just under 50% of the total sugar output
for the country (Table 1).

Xinavane is also conspicuous for its leading role in the
promotion of smallholder arrangements for sugarcane
production. In spite of modest contribution of smallholder
farmers to sugarcane production, i.e. = 7%, this production model
is gaining ground as sugar estates seek opportunities to expand
their cultivated area and attract foreign investment. Contract
arrangements between smallholder farmers’ associations and
the sugar mill define the conditions for sugarcane production,
including payments, loans and access to infrastructure (Benfica
et al. 2002). Initiating smallholder sugarcane production was
largely pushed by the EU initiative of Accompanying Measures
for Sugar Protocol Countries (AMSP) (Roseboom 2007). The
AMSP accounts for a number of measures aimed to support ACP
(African, Caribbean and Pacific) countries against the looming
impacts of recent reforms in the EU sugar regime and quota
system. The quota system caps EU beet sugar production, thus
enabling producers in developing countries to export around
3.5 Mt of sugar per year to the European market (EC 2013aq).
Nevertheless, in 2013 the EU, as part of a long-running reform to
the Common Agricultural Policy (CAP), decided to abolish the cap
on EU beet sugar production in 2017 (Fairtrade, 2015). As part
of a campaign for “trade instead of aid”, the EU sugar regime
reform came after a successful complaint lodged by Brazil,
Thailand and Australia (the world largest exporters) at the WTO
(Roseboom 2007). While many developing countries will continue
to benefit from duty-free access to the EU markets, the abolition
of beet-sugar caps means a less competitive environment
for ACP sugar producers. Lifting the cap will also increase
the domestic production of beet sugar, with a consequential
downward pressure on prices, thus reducing margins, which
may push out less competitive ACP sugar producers (Fairtrade
2015). In addition, there are indications of the EU shrinking sugar
imports (EC 2013b).

In Mozambigue, AMSP measures are a welcome help to
strengthen the local sugar sector, particularly after 2017. In
order to become eligible for support, Mozambique implemented
a national strategy outlined by the Sugar Action Plan (2006-
2010), which sketch a number of initiatives to overhaul the
sector and make Mozambican sugar competitive in the world’s
market (EC 2011). The basic assumption underpinning the action
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plan is an increase in sugar output and a decrease in production
costs. The strategy goes further to ensure a larger role for rural
development by promoting inclusive economic growth and
poverty reduction through three key intervention areas. (1) the
expansion of sugarcane production under smallholder outgrower
schemes; (2) the promotion of capacity building, such as training
programs and skills development among farmers’ associations
and the Mozambican workforce; and (3) the provision of social
services and basic infrastructure (e.g. schools and clinics) in
sugar-producing areas (EC 2011).

Since the implementation of AMSP measures, the integration
of smallholder farmers with the sugar industry has gained
popularity in Mozambigue. Xinavane is leading the initiatives as
it deals with 19 smallholders' associations out of a total of 25.
Xinavane also has, by far, the largest area under smallholders’
arrangements. Tongaat Hulett, the South African agroindustrial
group behind the Xinavane management, estimates that in 2016
smallholders may account for 28% of the supplied cane, in an
area of approximately 5,500 ha.

Although the model proposed by the Sugar Action Plan
served as a platform for sugarcane mills, particularly Xinavane,
to expand its production area and unlock significant flows
of international funds, it remains uncertain to what extent
smallholder farmers have benefited from it. Local assessments
raise concerns as to unintended impacts on health and access
to land (O’Laughlin and Ngove 2013). In this paper, we aim to
provide some more clarity to this discussion.

Methodological approach

In August 2015, we assessed the relationship between
smallholders’ associations and sugarcane production in the
region of Xinavane (Maputo province), quided by a semi-
structured questionnaire. We interviewed three associations
affilioted to the Xinavane sugarcane mill, i.e. Macuvulana,
Chichuco and Macuvulana 2. For the interviews, we used

a number of exploratory questions to determine the main
characteristics of the contractual accord for sugarcane

supply among local farmers. Key aspects accounted for: (1)

the sugarcane supply and payment characteristics; (2) the
training and capacity building experience as proposed by the
Mozambican Sugar Action Plan; and (3) access to irrigation
infrastructure for food production (i.e. traditional farming
systems). In the group meetings were 10-20 association
members who were free to voice their opinion on the proposed
subjects. However, community leaders, such as the president of
the"association, were often the most active during the discussion.
Therefore, the conclusions from each discussion topic reflect the




general group opinion, rather than individual answers to a list

of questions, To balance our analysis, we also consulted other
stakeholders. This stage included scientists from the Technical
University of Mozambique and Eduardo Mondlane University,
non-governmental organizations (i.e. Kulima and Gwevhane),
agricultural organizations (Cepagri) and the private sector
(Greenlight).The approach with stakeholders was similar to that
with farmers. Although we interviewed no more than two people
per organization, interviewees have an in-depth knowledge of
the local farming systems and challenges brought by sugarcane
production. With these stakeholders, we complemented regular
discussion points (presented above) with broader topics on

the interplay of farmers, sugar mill and policies and resulting
consequences for the opportunities and limitations that surface
when smallholder farmers engage in sugarcane outgrower
contracts.

Results and discussion

In spite of some significant differences in terms of size (area
under sugarcane) and number of members, the assessed
associations share some key similarities as to the per capita area
of sugarcane and food production crops (Table 2). All associations
abide by an outgrower contract in which farmers are paid

based on their land contribution to the association, sugarcane
productivity, sugar prices, production and investment cost

(loans for land development - i.e. irrigation infrastructure, land
preparation, etc.).

Table 2: Characteristics of the assessed smallholder
farmers’ associations in Maputo province, Mozambique

Foundation year' [ 2009

2005 2009
Number of members | 189 104 102
Area under sugarcane | 188 138 73
(ha)
Irrigated area under | 2 0 4
food crops (ha)
Area under sugarcane | 1.0 13 0.7
(ha per capita) :
Irrigated area under | 0.01 0 0.04
food crops (ha per
capita)

An appealing aspect of the sugar mill is its capacity to offer
Jjob opportunities and promote quasi-urban social services.
Crop management in the Xinavane region, as well as in other
sugarcane producing estates in Mozambique, remains labour
intensive. This characteristic drives local job opportunities,
particularly during the harvest season (i.e. temporary labour)
when it is common to find people from outside regions
and provinces working in the cane fields. The associations
acknowledge this opportunity as many of its members seek and
find employment at the sugarcane mill. Xinavane also pushes the
development of social services and infrastructure related to the
construction of a health clinic and four schools, rehabilitation of a
hospital and the provision of clean water and electricity to these
facilities.

Access to irrigation, claimed as pivotal to the overall
sustainability of outgrower schemes, falls short on expectations.
Xinavane publicly supports food production areas equivalent
to 10% or more of the sugarcane areas under smallholders.
However, the area planted with food crops ranged from zero to
5% for the associations we assessed. In addition, from 2008 to
2012 on the area allocated for expansion into sugarcane (i.e.
3,500 ha) smallholders have only set aside 3% of the cultivated
area for food production.

When engaged with the production of sugarcane,
smallholders enter a specific process outlined by a carefully
designed series of steps. In the first years, the sugarcane mill
is responsible for all crop management. This is a necessary
stage for farmers to build capacity (i.e. knowledge, capital and
infrastructure) and gradually gain independence, thus eventually
being able to operate their fields and become responsible for
crop development and commercialization. However, little if
no progress was observed. Except for Macuvulanag, a senior
association (created in 2005), that has managed to control a
few modest activities, in part due to its relatively well-developed
infrastructure including storage facilities, tractor, plough and
irrigation equipment, other associations remain completely
dependent on Xinavane for farming operations on their fields.

The reasons for the apparent insufficient development of
food crops and capacity building remains unclear. What was
evident across all associations is that this is not their main
concern. The cane-payment system, together with land-use
rights, are often the first complaints vocalized by farmers.

At Xinavane, payments are based on production and sugar
content. This method is common in many sugar-producing
regions of the world including African countries, such as South
Africa, Mauritius and Tanzania (Cepagri 2014). Payments also
take into account deductions associated with investment
capital for land development and infrastructure, and the
international sugar price. This is where most of the uncertainty
seems to arise. Smallholders have very little knowledge of the
ever-fluctuating sugar market, nor are they properly informed
as to the investment capital necessary to transform a cluster
of small and disjointed crop fields into a well-equipped and
contiguous area for sugarcane production. Furthermore,

some of the investment load is on the associations that

bear this through loans, which details farmers are not fully
aware. This lack of information fuels distrust and farmers
become increasingly convinced that they are receiving an
unfair payment from the sugar mill. Because of contractual
obligations and the long-term nature of the business (e.q.
sugarcane life cycle, 6-8 years), associations cannot default
their contracts at any time, thus increasing insecurity related to
land-use rights, which leads further unsettle among farmers.

While the sugar mill significantly improved employment,
access to infrastructure and social services (e.g. clean water and
health), these services remain insufficient to promote sustainable
rural development among local associations. Further steps are
necessary to push farmers up the development ladder (Fig. 2),
underpinned by clearer and transparent rules behind payments,
costs and loans, proper capacity building together with the
enforéement of land-use rights and the expansion of food
production areas with irrigation.
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Figure 2: Development ladder diagram for smallholders’
associations under sugarcane outgrower contracts in
Xinavane, Mozambique
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Conclusions

In Mozambique, sugarcane has for many years encouraged
rural development through employment, access to agricultural
infrastructure (e.g. irrigation), and social and health services.
Over the last decade, part of the traditional plantation model
for sugarcane expansion has been replaced by smallholder
outgrower schemes, a process facilitated by rural associations,
particularly in the Xinavane region. This initiative has support
from the EU and is part of a large task to help ACP counties
overcome recent reforms in the European sugar market.

In the Xinavane region, our findings raise awareness on two
main aspects. First, there has been tangible progress made by
the sugar mill in affording local communities with employment
opportunities, access to electricity, potable water, schools and
health clinics. Second, despite these achievements, smallholders
in outgrower schemes remain poorly supported by irrigation
infrastructure and unaware of their contract conditions, including
loans, costs and sugar prices. This fuels distrust and conflict that
hampers the sustainability of outgrowers’ schemes in the region.

The correct approach to improve the relationship between
smallholders and the sugar mill is not clear, and requires further
investigation. Nevertheless, our assessment favours a significant
review of the current contract and cane-payment system model.
A simpler format, less dependent on the fluctuations of the sugar
market, while remaining flexible towards food crop production
is preferable. In future research, we plan to expand our analysis
to investigate further on alternatives, as well as implementation
strategies.
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