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Abstract 

Mozambique has achieved remarkable macroeconomic success over recent decades, boasting 

one of the world’s highest rates of GDP growth. However, absolute poverty remains 

persistent, spilling over into social unrest. To better understand the link between aggregate 

growth and household welfare, this study focuses on labour market trends. We ask: (a) what 

has happened to jobs in Mozambique over the past 15 years; (b) what has been the link 

between jobs and development outcomes; and (c) where should policymakers focus to create 

more good jobs? We conclude that jobs policy must seek to raise agricultural productivity and 

stimulate labour-intensive exports. 
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1 Introduction

This study examines the nature and functioning of the labour market in Mozambique. There
is little disagreement that the country has achieved remarkable success over recent decades,
particularly when viewed at the aggregate level. Over nearly 20 years, Mozambique has boasted
one of the world’s highest rates of GDP growth and has successfully moved from post-conflict
stabilization and reconstruction into a more mature developmental phase. Future prospects for
the economy are also strong due to investments and new discoveries in the natural resources
sector (principally coking coal, thermal coal and natural gas). These will potentially turn
Mozambique into a significant global player in these commodities over the next 25 years.

The country’s development record, however, is not unblemished. In particular, there is growing
evidence that macroeconomic success has not delivered unambiguous socio-economic benefits at
the household level. Mozambique remains one of the poorest countries in the world, ranked on
the UNDP’s 2011 Human Development Index at 184 out of 187 countries, below so-called failed
states such as Haiti (158), Afghanistan (172) and the Central African Republic (179). It is also
increasingly recognized that Mozambique’s growth has become less pro-poor over time, meaning
that consumption poverty rates have remained persistently high (DNEAP, 2010; Arndt et al.,
2012b). This is especially true in the rural sector, suggesting a widening urban-rural gap and
upward pressure on income inequality. Social tensions have also been rising, spilling over into
isolated incidences of unrest, and reflecting concerns over the high cost of living in urban areas
as well as a scarcity of good quality employment opportunities.

These challenges motivate a closer examination of trends in Mozambique’s labour market. A key
determinant of the extent to which macroeconomic growth produces gains in social welfare is
the quality of jobs that an economy generates. Where productivity is increased by reallocating
workers from lower to higher productivity activities, by adopting new technologies and practices
in laggard sectors, or by creating new jobs in higher productivity sectors (and thus absorbing
under-employed labour), we should expect growth to have a strong positive effect on individual
and social welfare. In light of the above, this study seeks to shed light on three main questions:

• What has happened to jobs (the labour market) in Mozambique over the past 15 years?

• What has been the nature of the link between jobs and development outcomes?

• Where should Mozambican policymakers focus to create more good jobs?

The rest of the study is structured as follows: Section 2 begins by discussing some of the
analytical challenges involved in building an understanding of the nature and functioning of
the Mozambican labour market. Household surveys (micro-data) are the most reliable and
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comprehensive evidence source; and one contribution of this study is to place a series of four
nationally representative household surveys on a consistent basis for the purpose of deriving
coherent labour market information. Section 3 introduces the case of Mozambique. It starts
with a broad overview of recent economic performance, followed by a closer examination of
the principal characteristics of the labour market and its evolution over time. This description
indicates that Mozambique’s labour market shares many similar features to that of other low
income (sub-Saharan African) countries. More importantly, it suggests there has been little
transformation in how labour is deployed throughout the economy during many years.

Section 4 digs deeper into the linkages between jobs and development outcomes. In line with the
World Development Report 2013, we focus on links from jobs to living standards, to productivity
and to social cohesion. Specific and distinct jobs challenges are identified in each of these areas.
In particular, we highlight that the prevalence and persistence of low productivity smallholder
agricultural jobs, alongside capital-intensive (and lumpy) industrial expansion, is essential to
understanding both the lack of structural transformation in the labour market and the fragile
connection between aggregate growth and poverty reduction.

In order to clarify the policy implications of these insights, Section 5 undertakes an econometric
analysis of the determinants of household jobs choices. The question here is why households
participate in certain kinds of activities and not in others. In addressing this, we aim to
identify relevant incentives (pull factors) and constraints (push factors) that influence household
behaviour. Interpretation of the econometric results, based on a (multinomial logit) model of
jobs choice probabilities, is aided by estimation of the relative importance of different sets of
factors and a number of simple simulations. This analysis reveals that agricultural activities are
frequently a default or residual choice in which household are constrained, both due to a lack of
endowments and due to external impediments, such as weak demand. This reflects an absence
of sustained productivity growth in this sector.

Section 6 considers the policy implications. We summarise what should be considered ‘good
jobs’ in Mozambique, defined as those that contribute most to development; we also make
specific policy suggestions. The main message is that raising returns in agriculture must be a
priority to achieve sustained improvements in living standards across the population. Indeed,
spillovers from agriculture to other sectors are potentially large and will be vital to support a
vibrant manufacturing sector. However, promotion of non-farm activities as well as providing
expanded formal wage employment opportunities in modern export sectors will also be key. The
latter is particularly important to strengthen social cohesion and fulfil the aspirations of the
more-educated urban youth. Section 7 concludes.
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2 Data and methods

As set out in World Bank (2012), the concept of ‘jobs’ is broadly conceived to encompass the
full range of economic activities ranging from family agriculture to employment in modern
corporations. An immediate constraint faced by the analyst is that official statistics on em-
ployment are neither easily available nor particularly informative. This is commonplace in low
income countries where official data typically only refers to workers that have formal contracts
with registered economic entities. As will be substantiated below, the size of the informal
(non-registered) sector in both rural and urban areas in Mozambique renders such official labour
force statistics of limited value. Instead, it is necessary to assemble the chosen measures directly
from micro-data such as household surveys or censuses.

For the analysis in this study we rely primarily on a set of three nationally representative
household budget surveys. These are the two ‘Inquéritos aos Agregados Familiares’ (IAFs)
of 1996/97 and 2002/03, and the ‘Inquérito ao Orçamento Familiar’ (IOF) of 2008/09. The
three surveys provide information about the labour services supplied by each member of the
household (e.g., employment status, sector of activity, type of work performed), the main sources
of income for the household, and detailed information about household expenses. Importantly,
these surveys have also constituted the information base for Mozambique’s official national
poverty assessments (DNEAP, 2010); as such, a link can be made between jobs and welfare
outcomes at the micro-level. In addition, we use the (one-off) dedicated labour force survey of
2004/05 (Inquérito à Força de Trabalho, IFTRAB) which collected more detailed information
on labour force activity at the household level, but did not include complementary information
on household expenses from which consumption poverty measures could be built. Despite this
drawback, the IFTRAB represents a valuable cross-check on the labour market information
derived from the living standards surveys, and also fills an important temporal gap in the overall
micro-data series, thereby allowing us to identify trends with greater confidence.

Use of these surveys to derive labour market information is not without challenges. Principal
among these is a variety of discrepancies in questionnaire design (and subsequent coding),
which makes it rather painstaking to derive consistent measures over time. In particular, the
treatment of family domestic work is problematic, in part because there is frequent straddling
between domestic and productive work, especially where the household has access to agricultural
assets. Considerable effort has been made to place the surveys on a consistent footing; however,
imperfections remain which implies caution should be exercised in interpretation. The conceptual
challenge of how to deal with individuals that straddle different labour market positions is not
exclusive to part-time domestic workers. Many individuals in the surveys report having more
than one job. However, on grounds of practicality and simplicity, we only report results for
the stated principal occupation of each working-age person. Despite these caveats, the surveys
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remain a rich resource.

Once a micro-dataset has been assembled a wide range of analytical techniques can be employed.
To start, descriptive statistics are often extremely informative to profile how the labour market
is structured and how it has evolved over time. These can also be seen as a form of exploratory
analysis which raises questions to be followed up via more formal, econometric methods. This is
precisely the approach adopted here.

3 Mozambique in context

3.1 Economy

Mozambique’s recent macroeconomic performance stands in sharp contrast to that of the 1980s.
At Independence from Portugal in 1975, Mozambique faced huge economic challenges including
a dearth of skilled personnel and a poorly diversified economy. Despite some early achievements,
sustained economic development was jeopardized by regional tensions which culminated in a
prolonged armed conflict. After much loss, human and economic, a cease fire was agreed in
1992 and the first multi-party elections were held in 1994. With peace established, economic
recovery quickly followed. In part reflecting its very low starting point, the rate of real GDP
growth averaged over 7% per annum from 1994 to now, meaning that national real income
has approximately tripled in a twenty year period. This places Mozambique among the best
performing countries in the world according to this metric. As reviewed elsewhere (e.g., Tarp
et al., 2002; Fox et al., 2005; Arndt et al., 2007; Clement and Peiris, 2008), three related
factors have been behind these gains. They include maintenance of peace and political stability,
supportive external relations (particularly with the donor community, but also with international
investors) and sound economic governance, such as careful management of the government
budget.

Despite sustained progress on aggregate, colonialism and conflict continue to have persistent
effects. Under Portuguese rule, the vast majority of Mozambicans had no access to education or
professional training. During the recent post-conflict period, rehabilitation and expansion of
the school system has been a major policy objective, supported by large amounts of foreign aid.
However, aggregate measures of human capital only change slowly. Table 1 indicates how average
years of education have changed over time across cohorts of workers. It shows that while skills
have clearly improved, they remain very low. In all of the subgroups (as well as broad economic
sectors), the average worker does not have a completed primary education (equal to seven years
of schooling). Unsurprisingly, rural workers have the lowest average level of education at less
than three years. Also, youths are now significantly better educated than adults, especially
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among females and in rural areas. This is pertinent as the employment aspirations of youth are
likely to be conditioned by existing labour market structures and institutions.1

Another legacy is that poverty remains widespread. Household survey data indicates that whilst
consumption poverty rates fell relatively quickly from 68.5% in 1996/97 to 54.1% in 2002/03,
since then the latest available estimates from 2008/09 point toward a stagnation in poverty rates
at the national level. This study does not seek to directly examine why growth has failed to be
associated with more rapid poverty reduction. This topic is addressed in detail by Arndt et al.
(2012b), who identify a combination of factors including shocks to fuel and food prices over the
period of the latest survey. However, aside from external vulnerabilities, the authors highlight
the fundamental contribution of weak productivity growth in the smallholder agricultural sector.
This points to the key role that jobs can play in connecting macroeconomic and microeconomic
development processes. In turn it motivates the focus here on what has happened to jobs,
particularly those in the agricultural sector.

In terms of the aggregate structure of the economy, the services sector (which includes government
administration) is most important from a value added perspective. These firms can be labelled
as operating in the tertiary sector and currently contribute around 50% of aggregate GDP,
compared to approximately 60% since the early 1990s.2 Primary sector activities, which include
agriculture and extractive industries, contribute around 30% of GDP. Secondary sector activities
(i.e., manufacturing and processing industries) contribute the remaining 20%, up from around
10% in 1992. Whilst this indicates that secondary industries have grown relatively more rapidly
than firms in other sectors, much of this owes to capital intensive mega-projects established by
international investors, such as the Mozal aluminium smelter (Arndt and Tarp, 2009).

The spatial distribution of economic activity is also of interest. The capital city, Maputo, is
located in the far southern tip of the country close to South Africa. Originally, the city was
developed by the Portuguese precisely to facilitate the export of industrial goods from its
neighbour, being the closest deep water port to the Witwatersrand area. At the same time, the
southern zone of Mozambique is comprised largely of arid and semi-arid agro-ecological zones,
which are prone to drought and typically associated with lower soil fertility. The central and
northern regions of Mozambique, which are separated from the capital city by more than 1000
km, are generally more favourable to rain-fed and irrigated crops, including cash crops such as
tobacco, cotton, and coconut. A key challenge is that transport links between the south and
other regions essentially rely on a single main road, leading to high transport costs. This limits
1Indeed, researchers have noted a concern that: “young Africans are increasingly reluctant to pursue agriculture-
based livelihoods, which could have major implications for continent-wide initiatives to revitalise the agriculture
sector.”(Future Agricultures, 2010, p.3), which has been linked to perceptions of agriculture as a low-skill,
distasteful occupation. See Perry (2009) for discussion of the complex cultural issues surrounding the employment
of young men in a rural Senegalese context.

2See Jones and Tarp (2012) for details of GDP trends and its composition.
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Table 1: Distribution of work force by years of education

Urban Rural

Age group Survey Male Female Male Female

Youth

96/97 4.91 3.56 2.45 1.42
02/03 4.69 2.36 1.65 0.77
04/05 4.72 3.83 3.21 1.94
08/09 6.13 5.05 4.70 3.02

∆ 1.22 1.49 2.25 1.60

Adult

96/97 4.90 2.35 2.25 0.64
02/03 5.21 2.29 1.59 0.34
04/05 6.19 3.36 3.02 1.06
08/09 6.13 3.70 3.27 1.26

∆ 1.23 1.35 1.03 0.62

Ratio 08/09 1.00 0.73 0.70 0.42
Notes: ∆ gives the absolute difference in years of education between 2008/09 and
1996/97 for each subgroup; ‘Ratio’ is the youth/adult years of education ratio in
2008/09.
Source: authors’ estimates from household survey series.

the potential for positive linkages to operate from agriculture to cheaper urban wage goods,
as well as from urban demand to agriculture (Arndt et al., 2012a). It also limits the scope for
growth of agro-processing focused on domestic markets as the locus of such demand is distant
from regions with the most productive potential. Indeed, the substantially better-off urban
south has been heavily reliant on South African agricultural imports, a trend bolstered by the
recent expansion of large South African supermarket chains in the Maputo region.

Looking ahead, Mozambique is presently entering a qualitatively new phase in its developmental
trajectory. The post-conflict challenges of reconstruction and stabilization have been largely
overcome. The priority now is to ensure that economic growth remains robust and is made more
inclusive. Over the medium term, prospects for growth are good. Multi-billion dollar investments
in the natural resources sector have recently taken place and more are likely following discoveries
of large reserves of natural gas.
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3.2 Labour market

A simple but fundamental starting point for any analysis of the labour market is the demographic
structure of the work force. Mozambique’s population is young, predominantly rural and is
growing rapidly. Presently a little under 50% of the population is of working age (defined as
aged between 15-64), meaning that there is more than one dependent to each potential worker.
The urbanization rate is approximately 30%, which is low in global terms but not exceptional for
low income African countries in which agriculture is a widespread occupation. The rate of urban
growth also appears relatively slow, meaning that the share of population residing in rural areas
has remained broadly unchanged since 1996/97.3 A critical implication of this demographic
structure is that the working age population will continue to grow relatively rapidly over the
next 25 years. In itself this generates a huge set of jobs policy challenges, which we come back
to in Section 6.

As is common in other low income countries where social security systems have limited coverage,
rates of labour force participation are high in Mozambique. That is, virtually everyone of working
age is economically active. This can be seen from Table 2, from which three important patterns
can be highlighted. The first is that participation rates are consistently higher in rural compared
to urban areas, among both youths and adults. This reflects lower participation in full-time
education, as well as almost non-existent rates of unemployment in rural areas (see below).
Second, female participation rates are high. Even in urban areas where access to training and
exclusive domestic work is more common, around 80% of all adult women are economically
active. Thus, female workers play a fundamental role in the Mozambican economy, especially
in rural areas. Third, while participation rates among men have remained broadly stable over
the period of the surveys, female participation appears to have increased in urban areas. This
pattern would be consistent with evidence of tightening livelihood conditions as intimated by
the evolution of poverty rates (see Section 3.1).

Table 3 provides a further decomposition of the working age population according to their labour
force status. Critically, only around 50% of the active labour force is fully employed, equal to
40% of a working age population of 11 million. Although some of this is because a growing share
of individuals combine work and study (as shown in the table), a large share of workers are
under-employed – defined as working less than 40 hours per week – particularly in rural areas.4

At the same time, narrow or open unemployment has hovered around 10% of the active work force
3One reason for this may simply be due to the fact that the urban/rural classification used in the 1997 census
was not updated for the 2007 census. As Cunguara et al. (2011) note, based on an urban agglomeration index,
urbanization has increased from 15 to 21 percent over the same period. Whatever the correct measure, the key
point is that the degree of urbanization remains low.

4Data on hours worked should be treated with some caution given the prevalence of the informal sector (see
below) and particularly because there are numerous missing values. Even so, these results are consistent with
the overall pattern in the labour market described in this section.
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and is predominantly confined to urban areas. Looking over time, the only significant change in
the urban labour market appears to have been a shift of workers from under-employment to
combining work and study, which would be consistent with individuals investing spare time to
raise their skills in order to secure a higher productivity (full-time) occupation. In contrast, the
same evidence on hours worked points to a gradual tightening of the rural labour market. Rates
of underemployment have fallen from around 64% to 46% of the rural working age population
over the period and, correspondingly, full employment rates have risen from 25% to 40%. These
changes are consistent with per capita consumption gains that have been primarily driven by
increased hours worked rather than by a significant improvement in (agricultural) productivity,
such as via the introduction of new technology or capital accumulation.

Table 2: Economic activity rates, by location and gender

Urban Rural

Age group Survey Male Female Male Female

Youth

96/97 52.0 49.2 74.2 90.1
02/03 48.5 54.3 67.7 86.2
04/05 51.2 58.0 79.0 92.0
08/09 50.2 57.1 77.1 89.3

Adult

96/97 91.3 74.8 96.8 97.5
02/03 97.1 85.4 99.6 99.2
04/05 90.5 86.5 95.8 97.7
08/09 90.5 88.2 97.6 97.6

Source: authors’ estimates from household survey series.

Another way of looking at the labour market is according to who buys labour services. Figure 1
classifies workers into three broad groups – those receiving a wage, the self-employed and unpaid
family workers.5 Assuming the informal sector broadly corresponds to the last two groups, we
see that these are by far the most important sources of employment in both rural and urban
areas. In rural areas only 5% of jobs are plausibly located in the formal sector; this rises to
a little over 30% in urban areas. At an aggregate level, the scarcity of wage work is startling.
Only 12% of all workers report receiving a wage, of which almost 80% are men. As the figure
shows, the proportion of workers found in each of these categories has remained stable over time,
despite rapid economic growth. This indicates there has been no particular tendency for the
economy to generate new jobs in the formal sector over the past 15 years. As wage jobs remain
a minority, it follows that job creation has occurred predominantly in the informal sector.
5These categories are internally diverse. For instance, salaried workers includes a wide range of types and
conditions of jobs, ranging from (frequently) low-paid agricultural work to higher-paid non-farm occupations.
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Table 3: Working age population by employment status (% total, rural/urban)

’96/97 ’02/03 ’04/05 ’08/09 ∆

Urban Fully employed 36.4 30.1 34.6 36.6 0.2
Under-employed 26.3 30.9 24.7 26.1 -0.3
Work & study 0.6 4.4 4.8 5.7 5.1
Unemployed 6.3 9.1 10.4 6.6 0.3
Inactive 30.4 25.5 25.5 25.0 -5.4

Total working age pop. (106) 2.3 3.2 3.2 3.7 1.4

Rural Fully employed 25.1 33.6 34.8 40.1 14.9
Under-employed 63.8 53.4 52.4 45.7 -18.1
Work & study 0.5 3.0 5.4 7.0 6.5
Unemployed 2.6 2.5 0.8 0.4 -2.2
Inactive 7.9 7.7 6.6 6.8 -1.1

Total working age pop. (106) 5.6 6.0 6.0 7.1 1.4
Notes: the final column indicates the absolute difference between 2008/09 and 1996/97 in per-
centage points; total working age population gives the numbers of people aged 15-64, in millions;
underemployed is defined as working under 40 hours per week.
Source: authors’ estimates from household survey series.

Trends in the sectoral allocation of labour similarly reveal only small movements over time.
Table 4 indicates that agriculture remains a predominant occupation, employing over 80%
of workers. In this light it should be noted that there are very few large-scale commercial
agricultural operations in Mozambique; this means that the vast majority of all agricultural work
is undertaken by smallholders on family farms. According to data from agricultural surveys, in
2008 the average farm size was 1.5 hectares (DNEAP, 2010). Employment in manufacturing
has essentially stagnated in relative terms at under 4% of all workers, a trend which is not
uniquely driven by rural workers. Even in urban areas, data from the 2008/09 survey show
that 46% of all workers are primarily active in the primary sector (agriculture), 42% are active
in the tertiary sector and only 11% in the secondary sector. In rural areas there is much less
evidence of non-agricultural activities – around 95% of the work force is active in the primary
sector, a figure unchanged since 1996/97. Thus, the small relative shift that has occurred out of
agriculture, shown in Table 4, can be understood primarily as an urban phenomenon, with the
preferred destination sector being some form of services, typically (petty) commerce.
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Source: authors’ calculations from household survey series.

Figure 1: Distribution of workers, by type of employment

Table 4: Allocation of workers, by sector (%)

’96/97 ’02/03 ’04/05 ’08/09 ∆

Agriculture 85.2 79.9 80.7 80.6 -4.6
Mining 0.5 0.5 0.2 0.2 -0.3
Manufacturing 2.7 3.6 2.8 2.7 0.0
Construction 1.4 1.6 1.4 1.7 0.3
Transport 1.1 1.1 0.8 0.8 -0.2
Commerce 4.0 7.3 7.8 7.9 4.0
Services (other) 2.7 2.8 2.9 2.9 0.2
Education 0.8 1.6 1.6 1.7 0.9
Health 0.5 0.5 0.5 0.4 -0.1
Government 1.2 1.2 1.2 1.1 -0.2
Notes: ∆ gives the absolute difference in sector share between 2008/09 and 1996/97;
each column sums to 100.
Source: authors’ estimates from household survey series.
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4 Connecting jobs and development

The previous section identified the main features of the current jobs landscape in Mozambique.
These include a preponderance of agricultural and informal jobs, high rates of under-employment
(but low unemployment) and limited changes over time in the allocation of labour across sectors.
This indicates that rapid rates of macroeconomic growth have not been associated with any
significant transformation in how labour is deployed in production. At the same time, these
findings do not illuminate the connection between jobs and key development outcomes. To see
these more clearly, the framework of the World Development Report 2013 (hereafter WDR13;
see World Bank, 2012) is helpful. The WDR13 framework advocates that jobs connect to social
and economic development along three distinct pathways – namely: (i) basic living standards;
(ii) productivity; and (iii) social cohesion. It follows that an examination of how jobs have been
associated with variations in these outcomes (over time) can provide insight into the quality of
jobs the economy has been generating, as well as relevant jobs policy challenges. The rest of this
section considers each of these dimensions individually.

4.1 Jobs and living standards

The primary economic asset held by the poor is their labour power. Consequently, improvements
in living standards are typically associated with jobs events, such as gaining access to more
regular or better paid employment (Inchauste et al., 2012). What, then, is the nature of the
relationship between jobs and living standards in Mozambique? Although this may appear a
straightforward question, an important theoretical concern is what kind of jobs classification
is most informative. On the one hand, a tradition in labour economics has been to take the
individual as the relevant unit of analysis, according to which the occupational sector or labour
market position of workers is a natural focus (c.f., Tables 4 and 3 respectively).6 On the other
hand, traditions in other fields of development economics point to the household as the unit of
analysis. This is motivated by the observation that a large share of production occurs within
households (i.e., it is households rather than firms that organise economic production) and that
the consumption decisions of households are typically not separable from production decisions
(e.g., see de Janvry et al., 1991; Benjamin, 1992; Le, 2010). Although a focus on households is
most frequently applied in the analysis of rural production, the evidence presented in Section
3 indicates that household-based production is also a norm in urban areas of Mozambique.
This is in keeping with evidence from other low income sub-Saharan African countries that
shows ‘non-farm household enterprises’ are widespread and frequently operate as a crucial source
of economic dynamism (e.g., Gulyani and Talukdar, 2010; Fox and Pimhidzai, 2011; Fox and
6For example see Magnac (1991); Günther and Launov (2012).
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Sohnesen, 2012).7 It also echoes the more established literature on rural livelihoods that points
to non-farm income diversification as an important means to exit poverty (e.g., Ellis, 2008;
Haggblade et al., 2010).

To get a sense of the distinction between employing individuals or households as the analytical
unit, Table 5 describes the link between living standards and jobs using both classifications. For
the former, panel (a) classifies individuals by their broad occupational sector of employment;
and panel (b) classifies the same individuals by their labour force position. For households,
a four-way classification of jobs portfolios is adopted based on the discussion in Jones and
Tarp (2012). Shown in panel (c), this focuses on a central distinction between agricultural and
non-agricultural activities (incomes), as well as the extent to which households are reliant on
a single type of activity. The categories and corresponding abbreviations (used hereafter) are:
“Ag” – households exclusively reliant on agriculture, the vast majority of which employ only
family labour; “AgNf” – households that mix agriculture and any non-farm activity;8 “NfE” –
households that operate exclusively in the non-farm sector and at least partly undertake some
household production (some but not all household members may be engaged in non-farm wage
labour); and “NfW” – households exclusively engaged in non-farm wage labour. Living standards
are measured according to consumption poverty; other metrics such as asset poverty yield similar
results.

What do we learn from the table? On the one hand, there are large differences in poverty
rates between alternative jobs. This holds regardless of the jobs classification or survey year
considered. In particular, the average agricultural or unpaid family labourer (Ag household) is
significantly poorer than the average tertiary sector or wage worker (NfW household). Indeed, in
2008/09 around 60% of rural households exclusively engaged in agriculture (Ag) were classified
as poor compared to a little over 30% of urban wage-earning households (NfW). Considering
that the majority of workers reside in rural areas, the presistence of high rates of poverty is
clearly driven by (although is not entirely attributable to) jobs in the agricultural sector. (See
Section 7 for further discussion).

On the other hand, distinctions between jobs within the large informal sector do not emerge clearly
from the individual-level jobs classifications. For instance, panel (b) suggests few differences in
living standards between rural and urban jobs within the same jobs position. In contrast, the
household-level categorisation suggests more nuanced distinctions. Specifically, urban households
with an agricultural income stream are typically worse-off than rural households in the same
7These enterprises also have been called (non-farm) nano- or micro-enterprises elsewhere.
8Note that the definition of non-farm activity includes commercial livestock farming - i.e., selling either animal
produce or live animals in the market. Strictly this could be considered agriculture, but the data reveals this
is a higher value activity and it is therefore helpful to introduce this distinction to provide a more nuanced
differentiation between households, particularly in rural areas.
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categories. This underlines that urban agricultural activities are a kind of default strategy.
Moreover in urban areas, non-farm enterprises appear qualitatively different to households with
any agricultural activity. Not only do these NfE households achieve average living standards
that are more comparable to households reliant on wage labour (NfW), but also NfEs have been
more dynamic – achieving a 6.8 point reduction in poverty since 2002/03. Thus, the informal
sector must be considered heterogeneous; and wage work should not be considered uniquely
capable of raising living standards.

Finally, differences in living standards between alternative jobs classifications is also substantially
more acute when households are taken as the analytical unit. For instance in 2008/09, the
difference in average poverty rates between primary and tertiary rural workers was around 12
points; however, the difference in rates between rural Ag and NfW households was 33 points.
This reflects the importance of income diversification for poor household, in accordance with
the literature (Barrett et al., 2001), as well as the significance of differences in demographic
structure (see further below). Neither of these features are captured when one retains a focus on
individuals.

Table 5: Consumption poverty (%) over time, by type of job

Urban Rural

96/97 02/03 08/09 ∆ 96/97 02/03 08/09 ∆

(a) Primary 70.8 55.5 58.2 2.7 66.3 51.6 52.8 1.2
Secondary 52.8 41.1 44.8 3.6 65.4 46.2 51.5 5.3
Tertiary 48.5 37.7 36.2 -1.6 51.5 33.8 41.1 7.3

All workers 60.7 46.8 47.4 0.5 65.9 50.7 52.2 1.6

(b) Family worker 69.4 55.2 58.5 3.3 69.4 53.1 55.4 2.3
Self-employed 63.8 49.2 48.2 -1.0 63.1 49.5 50.9 1.3
Wage labourer 48.1 37.4 39.0 1.6 59.7 40.5 38.4 -2.1

All workers 60.7 46.7 47.4 0.6 65.9 50.7 52.2 1.6

(c) Ag 79.4 64.1 65.0 0.9 72.4 58.7 59.0 0.3
AgNf 64.9 53.9 57.5 3.7 69.7 47.3 52.3 5.1
NfE 52.5 47.2 40.4 -6.8 34.8 51.2 58.3 7.1
NfW 44.9 35.9 34.3 -1.5 36.2 41.2 25.5 -15.7

All households 62.2 51.4 49.6 -1.8 71.4 55.6 57.1 1.5
Notes: ∆ gives the percentage point difference in poverty between 2008/09 and 2002/03; panels (a)
and (b) are calculated at the individual level (over all workers); panel (c) classifies working households
as described in the text; households with no active workers are excluded from panel (c).
Source: authors’ estimates from household survey series.
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4.2 Jobs and productivity

Although aggregate productivity and living standards are often positively correlated, the strength
of this association can vary substantially within and between economic sectors. As such, if
sectoral productivity growth is driven by a small number of isolated or capital intensive firms,
the average worker in these sectors may not benefit. For the same reasons, the creation of
new positions in higher productivity enterprises and/or the reallocation of jobs from lower to
higher productivity firms does not necessarily go hand-in-hand with productivity improvements.
Policymakers should also be sensitive to potential spillover effects from changes in productivity.
Linkages between sectors and economies of agglomeration, both of which are typically associated
with clusters of urban enterprises, can generate strong economic multiplier effects from relatively
small innovations.

Analysis of productivity in Mozambique is hampered by a lack of comprehensive enterprise data.
Although enterprise surveys have been conducted in Mozambique these typically focus only on
the (small) manufacturing sector, with limited coverage of informal firms. Nonetheless, evidence
from these surveys indicates that the productivity of Mozambique’s manufacturing firms is low
compared to its low income peers and geographical neighbours. This is revealed in Appendix
Table A1 which reports estimates of sales and value added (per worker) for a representative
small food processing firm. The point to note is that despite nominal wages being at a similar
level to its peers, productivity in Mozambique measured in value added terms is just over half of
those in other countries.

To get a broader picture of trends in productivity, aggregate data on sectoral value added (taken
from national accounts) can be mapped to total hours worked, estimated from the micro-data
sources. This yields estimates of the mean value added contributed by one hour of labour
services in different sectors. Aggregated to the primary/secondary/tertiary industrial sectoral
classification previously applied, these estimates are depicted in Figure 2, stated in constant
international dollars (per hour).9

Three main points can be highlighted. First, overall levels of productivity are low – on average
Mozambican workers generate less than one dollar of value added per hour of work. Second,
there are large productivity differences between sectors. The primary sector, dominated by
agriculture, has by far the lowest labour productivity. Based on estimates from 2009, labour
productivity is almost seven times higher in the tertiary sector and 10 times higher in the
9We arrive at international dollars by first converting from 2003 constant values in New Mozambican Meticais
(US$ 1 = 23.7 Meticais) and then apply the PPP conversion factor of 2.5 from the International Comparison
Programme (see: siteresources.worldbank.org/ICPEXT/Resources/ICP_2011.html), yielding a PPP-adjusted
exchange rate of 11.8 to the dollar. The resulting story from these figures is highly consistent with alternative
labour productivity measures, such as those based on the numbers of individuals working in each sector.
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secondary sector. This supports the evidence from Section 4.1 concerning significantly higher
rates of poverty among (family) agricultural workers. Other sources of data further indicate that
agricultural yields have remained stagnant over the post-conflict period. For instance, using data
from successive agricultural surveys, DNEAP (2010) shows that crop productivity fell marginally
over the period 2002-2008, whether measured as calories-produced per hectare under cultivation
or as calories-produced per head of rural population. This can be traced to the persistence
of extremely rudimentary technologies (e.g., absence of fertilizers, lack of access to extension
information etc.), a reliance on rain-fed crops, and poor rural infrastructure. Indicative statistics
in this regard are found in Appendix Table A2.

Third, the gap between the primary and secondary sectors has widened over the period shown.
This can be traced to the jump in productivity associated with a small number of capital-intensive
‘mega-projects’ developed by foreign investors. However, as previously shown in Table 4, this
jump has not been associated with a significant employment boost. The implication is that while
this foreign investment has been good for growth, it has not had a major impact on jobs. At the
same time, the figure shows that productivity growth in the secondary sector has slowed over
recent years. This further indicates these investments have been lumpy and isolated from the
rest of the economy. In other words, there is no clear evidence of sustained positive dynamics in
this sector.

4.3 Jobs and social cohesion

A vital aspect of jobs is their contribution to social cohesion. Where employment is scarce or
vulnerable, social cohesion becomes frayed, particularly where there are sudden shocks to living
standards. Over the past few years Mozambique has suffered isolated incidents of unrest of this
kind. The first occurred in February 2008, largely in response to rises in the cost of collective
transportation linked to fuel prices. The second occurred in September 2010, also due to rising
utility, transport and food prices. However, an underlying aspect of these events is persistent
poverty and perceptions of rising inequality (Hanlon, 2009).

What is the link between jobs and social cohesion in Mozambique? This is complex terrain, but
some guidance comes from an analysis of the AfroBarometer opinion surveys, undertaken in
Mozambique to (small) nationally representative samples of the adult population in 2002, 2005
and 2008.10 The results indicate that concerns around lack of access to employment are most
acute among the urban youth. Almost 50% of all urban adults below 45 years of age consider a
lack of jobs to be a problem; however, this view is shared by less than 30% of rural respondents.
10For an overview of the AfroBarometer surveys see Mattes (2009); reference material can be found at www.

afrobarometer.org.
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Notes: values are stated in real international dollars (2003 prices) per hour worked; see text for
details.
Source: authors’ calculations from household survey series.

Figure 2: Estimates of average labour productivity, by economic sector

A closer look at the data shows rising rates of mistrust of high level authorities among urban
youths, particularly those that claim to receive some form of cash or wage remuneration. This is
shown in Figures 3 and 4, based on the perceived degree of trust of the President as asked in the
questionnaire. The implication is that the greatest threats to social cohesion are likely to emerge
from younger urban cohorts, reflecting frustration from unmet expectations of finding stable,
quality employment. However, this (vocal) cohort is not necessarily the most disadvantaged
from a living standards perspective. Thus, social cohesion represents a distinct jobs challenge in
its own right.
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Notes: youths defined as 18-24; adults are above 24 years old.
Source: authors’ calculations from AfroBarometer surveys 2002, 2005 and 2008.

Figure 3: Share of rural/urban age cohorts trusting the President

Notes: “Waged” refers to receiving some form of cash remuneration from sale of
labour services.
Source: authors’ calculations from AfroBarometer surveys 2002, 2005 and 2008.

Figure 4: Share of population subgroups, classified by income source, trusting the President
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5 Determinants of jobs choices

5.1 Methodology

The previous sections provided a description of the characteristics of jobs in Mozambique and
how they do (or often do not) connect to positive development processes. However, it remains
to be explored what determines jobs choices at the microeconomic level. Understanding these
factors is needed to deepen our general understanding of jobs in Mozambique and to identify
the specific kinds of policy interventions that may be most effective in supporting good jobs. In
this regard it is helpful to distinguish between two sets of factors that can drive access to and
participation in different kinds of labour activities.11 The first refers to (structural) conditions
over which agents typically exercise little or no control. They include the range of available
external economic opportunities (e.g., demand for different products and services) as well as
external constraints that may ration effective demand for labour of different kinds (e.g., due
to institutional barriers, screening effects, seasonal fluctuations or shocks). The second set of
factors refers to internal or supply-side characteristics of labour service providers. These include
preferences regarding location of residence and leisure, and capacities to engage in different kinds
of activity. For instance, engagement in non-farm work such as commerce may demand access
to working capital or equipment, such as a means of transport.

A generalized Roy framework (see French and Taber, 2011) provides a useful way of structuring
an empirical analysis of these various factors. The intuition is that agents (households) act
to maximize expected utility given their relevant characteristics, external opportunities and
constraints. Thus, we observe that an agent supplies labour to activity (job) j when the utility
expected from j is no lower than the utility expected from engaging in all other possible activities.
Utility is an abstract concept that cannot be measured directly; even so, it can be treated as
a latent variable from which a probability model can be derived and as such is amenable to
econometric estimation (e.g., see Bourguignon et al., 2007).

In terms of the specific implementation of this general approach, a starting point is the assumption
that households are the relevant decision-making unit. That is, individual jobs choices are
taken to be embedded within (and thus subject to) prior household-level labour allocation
decisions. This is motivated by the discussion and findings of Section 4.1 and the same four-way
classification of household jobs portfolios (Ag, AgNf, NfE, NfW) is applied to rural and urban
areas separately. In order to model the determinants of entry into these alternative portfolios, a
linear specification of latent utility is assumed. Ignoring household-specific indexes, for each
11This follows an established literature. See, for example, Cook (1999); Verme (2000); Barrett et al. (2001);
Haggblade et al. (2010).
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portfolio (j ∈ P ) this is given by:

Y ∗j = x′αj + z′βj + v′γj + ηj (1)

where x is a vector of household characteristics (such as its demographic composition), z is a vector
of household productive assets (capacities), including human and physical capital endowments,
and v is a vector of variables reflecting proxies for external labour market conditions. Under the
assumption that ∀j ∈ P each respective ηj is normal and identically Gumbel distributed, the
above specification can be estimated via a multinomial logit model, which gives estimates of the
contribution of these variables to the overall probability of observing a given household in each
portfolio.

Appendix Table A4 summarises the variables employed to implement equation (1). Choice of
these is largely determined by information that is consistently available from the household
survey series. For instance, durable productive assets are not measured in a consistent way
across the surveys. Therefore only dummy variables reflecting ownership (access to) agricultural
land for crops or other forms of cultivation, livestock, means of transport, and communications
technology (telephone, radio, TV) are used. Human capital at the household level is captured by
the (log.) number of workers, the share of workers with different levels of education, and the age
and literacy of the household head. Household preferences are reflected through various aspects
of the household’s demographic structure such as the percentage of workers who are young men.

With respect to the vector of proxies for local conditions, three sub-sets of measures are included.
The first seeks to capture differences in local productive conditions, such as infrastructure and
transaction costs. To do so, we use the median degree of access to electricity, communications
technology and other public goods at the level of the primary sampling unit (typically a village).
The second set seeks to capture the diversity and thickness of the local labour market, including
the availability of opportunities across the jobs portfolios we have defined. To do so, we calculate
the proportion of households engaged in each of the four portfolios at the regional level. These
averages are included directly in the specification (with the Ag portfolio excluded to avoid
collinearity). From these average shares we also construct a Herfindahl concentration index
(Rhoades, 1993), which takes a value of one if all households in the region adopt the same
portfolio. This can be read as a metric of the degree of labour market specialization in the
region where the household resides. The third set are dummy variables for broad geographical
regions and dummy variables for each survey year (in all cases excluding a base category). These
capture wider (unspecified) fixed effects such as those due to localised economic shocks (positive
or negative).
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5.2 Results

The model described in the previous subsection is run separately for rural and urban households,
based on data from both the 2002/03 and 2008/09 surveys. These surveys are not linked,
meaning that only a static cross-sectional analysis is possible. The results of the estimation are
summarised in Appendix Table A3, which reports average marginal effects for a selection of
the principal variables.12 Four main results can be highlighted. First, demographic variables
affect the propensity to select each of the portfolios, but in a relatively complex way. In both
urban and rural areas, larger households are more likely to engage in some non-agricultural work.
However, households that are uniquely reliant on wage labour tend to have smaller numbers of
workers active in the household. There is also a clear tendency for males to seek non-farm work,
and young men residing in urban areas are least likely to be active in agriculture. Similarly,
and particularly in urban areas, wage work appears to be strongly skewed towards households
dominated by male workers.

Second, household capacities affect the portfolio choice propensities in different ways. The
negative direction of the vast majority of marginal effects for the pure agriculture portfolio (Ag)
indicates that few factors appear attract households into this portfolio in the sense of making it
a positive choice. Households with higher capacities or endowments (e.g., more education or
economic assets) are significantly less likely to be exclusively reliant on agricultural jobs. Both
rural and urban households containing workers with at least a complete primary education are
more likely to adopt non-farm jobs (AgNf or NfW). Particularly with regard to wage work, this
suggests that a complete primary education operates as a minimum threshold to enter certain
(modern) jobs. In urban areas, however, even an incomplete primary education (compared to
none) is associated with a higher propensity to adopt the non-farm agricultural portfolio (AgNf),
underlining that an Ag urban portfolio is very much a residual choice. On the other hand,
adoption of the household enterprise portfolio (NfE) is not significantly driven by differences
in education. A plausible explanation is that this portfolio comprises households that have
pro-actively adopted this strategy as well as others that do so by default (e.g., having no access
to productive land).

Third, proxies for local labour market conditions (see Appendix Table A4) are statistically
significant, indicating that external constraints do matter. The proportion of households engaged
in non-farm portfolios, which captures the availability of outside opportunities, is negatively
associated with the propensity to choose a pure agriculture portfolio, especially in urban areas.
For example, a 10 percentage point increase in the proportion of urban households engaged in a
non-farm enterprise reduces a given household’s propensity to adopt the Ag portfolio by around
8 percentage points. Again this confirms that the Ag portfolio is predominantly a residual
12Full details are available on request from the authors.
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choice, driven by low levels of asset accumulation and scarce outside options. The choice of an
exclusively wage jobs portfolio, on the other hand, is strongly and positively associated with the
prevalence of these types of jobs in the same region. This points to potential spillovers from the
emergence of thicker labour markets, characterised by higher levels of demand and supply of
labour of different types, which can enable a more efficient matching of workers to enterprises
(Duranton and Puga, 2004).

The reporting of marginal effects as per Appendix Table A3 is useful; in particular, it reveals
broad patterns in the direction and magnitude of individual variables (holding others constant)
on the propensity to choose different jobs portfolios. Even so, it has limitations. Due to the
nonlinear nature of the underlying econometric model, the predicted effect of a marginal change
in a single variable varies according to each household’s observed value of the same variable.
Since there are systematic differences in the characteristics of households in different portfolios,
(average) marginal effects could be calculated over multiple groups of households, potentially
yielding quite different interpretations.13 Furthermore, as in all regression models, marginal
effects do not provide guidance as to the relative importance of different factors in the context
of the overall model. In the present case the latter information would be especially useful to
indicate which groups of factors are most (least) important in explaining observed jobs choices.

Table 6 therefore presents measures of the relative importance of different sets of variables (see
Appendix Table A4). Following the discussion in Grömping (2006), one way to assess this is
to evaluate the change in model goodness-of-fit when a set of regressors is entered (together).
Presuming there is some correlation between different sets of variables, as almost always occurs
in practice, this measure will depend on which other variables have already been entered in the
model. To get around this, we take the average change in the model’s goodness-of-fit based on:
(i) when a given set of variables enters the model first; and (ii) when the same set enters last.
Respectively, these give the upper and lower bound on the relative importance of the given set of
variables. The overall goodness-of-fit for the model is calculated for each jobs portfolio separately
as the share of households that are correctly allocated to the portfolio in which they are observed.
Thus, if the model indicates that portfolio Ag is given the highest predicted probability for a
given household, then the prediction is deemed correct only if the household was indeed observed
to have chosen that portfolio. When a set of variables are entered first, relative importance is
based on the corresponding goodness-of-fit compared to a naïve model. When the variables are
entered last, relative importance is measured as the difference in goodness-of-fit between the full
model and the model without this set of variables.

The findings of Table 6 are complementary to the marginal effects analysis. Five results merit
13There are other ways to calculate marginal effects, but they suffer from similar problems. For a discussion of
how marginal effects are calculated in probability models see Bartus (2005).
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Table 6: Relative importance of variables in explaining households’
jobs choices (% points)

Household type

Variable set Ag AgNf NfE NfW All

Urban Demographic chars. 15.7 10.3 1.7 15.2 10.2
Human capital 19.3 6.7 4.7 26.8 13.3
Physical capital 21.6 5.4 24.7 0.0 12.5
External 21.7 8.8 8.7 0.0 9.5

Overall fit (%) 70.1 57.9 62.0 60.8 62.8

Rural Demographic 15.4 1.0 0.2 2.6 8.4
Human capital 14.6 3.3 0.7 28.7 9.3
Physical capital 11.0 10.9 14.4 12.3 9.6
External 15.6 1.0 9.5 5.9 8.8

Overall fit (%) 92.0 33.2 29.4 63.2 72.0
Notes: metric of relative importance is the average percentage point change
in model goodness-of-fit when factors are included first or last; the full model
goodness-of-fit, defined as the share of households correctly allocated by the
model to the observed portfolio, is given by the ‘overall fit’ row; see Section 5.1
for model description; see Appendix Table A4 for definition of variable sets.
Source: authors’ estimates from household survey series.

comment. First, according to the above definition, the overall model goodness-of-fit is relatively
strong in urban and rural areas, where 63% and 72% of households are allocated to their observed
portfolio respectively (compared to around 25% and 50% based on a naïve model). Second, for
exclusively agricultural households (Ag), no single set of factors dominates. One interpretation
is that for these households, the explanatory variables are strongly associated with one another,
meaning that once any one set of factors enters the model other factors provide little new
information. This would arise where poverty traps are in operatation, such as the coexistence of
very low levels of human and productive capital. Third, lack of access to physical capital is a
critical impediment to pursuing non-farm activities. In rural areas, these factors are the most
important for choosing the AgNf and NfE portfolios. In urban areas, access to physical capital
is most important for households to operate a non-farm enterprise. Fourth, human capital is an
overriding factor explaining which households select a pure wage labour portfolio (NfW). Fifth,
in the majority of cases external factors are material. The primary exception is for those that
have already gained access to exclusive wage portfolios in urban areas. Recall that the measure
of importance is based on the share of households correctly allocated to their observed portfolio.
Thus, the fact that external factors exhibit a very low relative importance for actually-observed
NfW households indicates that these factors do not ‘pull’ households into this choice but rather
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limit other households from doing so. This would be consistent with rationed accesss to wage
jobs due to low effective demand.

5.3 Simulations

A final step considers what would happen to jobs choices if different factors, such as household
endowments, were to improve. In doing so, we hold fixed the estimated model parameters,
which among other things implies that expected returns to alternative choices remain constant.
This is not intended to be especially realistic, but simply helps clarify some of the main policy
implications of the analysis. Following the simulation-type approaches employed elsewhere (e.g.,
Abowd and Killingsworth, 1984), we consider how each household’s ‘preferred’ jobs portfolio
choice, varies in response to simulated exogenous changes in the levels of the various explanatory
variables. Given the welfare ordering of the portfolios (see Section 4.1), we focus here only on
the implications of exogenous improvements for the Ag and AgNf households. To do so, for a
simulation of changes in response to a given variable x, we hypothesise that each household
observed in either of these portfolios faces the new value:

x∗ij = Max(xij , x̄k + Φsxk
) (2)

where x̄k indicates the mean value of x faced by the NfE and NfW portfolios, sxk
is its standard

deviation, and Φ is a random draw from a standard normal distribution. (A minimum function
is imposed for those variables where increased values are associated with a higher propensity to
access non-farm portfolios). Values observed for households in either of the two non-agricultural
portfolios are maintained fixed throughout. Also, as before, urban and rural households are
treated separately.

The results of the simulations are reported in Table 7. Again, we do not consider changes in
variables one-by-one, but alter sets of variables simultaneously. Thus for each variable set, the
cells report the predicted absolute change in the proportion of households expected to select
a given portfolio relative to the baseline model (estimated in the previous subsection) when
these factors are exogenously changed. For instance, if urban Ag and AgNf households came to
face approximately similar external conditions to the two non-agricultural portfolios, we would
expect a 18.0 percentage point reduction (from 27.3% in the baseline model) in the share of
households adopting the Ag portfolio, a 3.4 point increase in the share of households adopting
the AgNf portfolio, and a further 8.4 and 6.2 point increase in the share of households adopting
the NfE and NfW portfolios respectively. These results not only emphasise that weak demand
conditions for wage jobs effectively ‘push’ households into alternative coping strategies, but they
also highlight that the size of these effects is substantial in economic terms.
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Table 7: Jobs choice simulations (% point changes in portfolio
shares)

Household type

Factors simulated Ag AgNf NfE NfW

Urban Demographic chars. -5.1 -3.0 4.6 3.5
Human capital -4.4 -2.2 0.7 5.9
Physical capital -3.1 4.5 -1.4 0.0
External -18.0 3.4 8.4 6.2

All factors -23.3 -16.6 4.6 35.3

Rural Demographic chars. -4.4 2.2 2.1 0.1
Human capital -6.8 7.1 0.1 -0.4
Physical capital -17.3 11.4 6.0 -0.1
External -3.1 0.2 1.1 1.8

All factors -44.5 24.6 14.8 5.1

Urban
Baseline model

27.3 25.4 29.9 17.5
Rural 78.6 13.8 6.3 1.3
Notes: cells report the predicted absolute percentage point change in the
proportion of households expected to select a given portfolio relative to the
baseline model for exogenous simulated improvements in the group of factors
indicated by the row title (holding others constant); predicted allocations
under the baseline model are reported in the final two rows (as % of all
households); the sum of changes across all households sums to zero (for each
similation); ‘all factors’ indicates simulated exogenous improvements in all
factors simulatenously.
Source: authors’ estimates from household survey series.

The simulations further underscore the importance of physical capital accumulation to enable
the rural poor gain access to non-farm activities. However, the role of improvements to human
capital is more ambiguous. On the one hand, where rural Ag households receive an exogenous
boost to their human capital, a material shift out of the Ag portfolio (-6.8 points) into the AgNf
portfolio (+7.1 points) is predicted. This reveals that a lack of education (or general skills)
constitutes a barrier to realising non-farm incomes. Even so, changes in human capital alone are
insufficient to permit households to adopt the wage labour portfolio, thereby indicating that
complementary factors (e.g., demographic and external) play a crucial role. Indeed, when all
factors are simulated (improved) together, denoted by the row ‘All factors’, the expected shift
into the NfW portfolio is much larger than the sum of the set-specific simulations.

The final point to consider is that all the simulations indicate that households (on average) would
prefer to shift out of exclusive agricultural work. On the one hand, this reinforces the status of
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the Ag portfolio as a residual or passive choice for many households, fundamentally reflecting a
generalised condition of low agricultural returns. However, even if widening opportunities to
non-farm activities is sensible (see Section 6), it is helpful to reflect on what actually would
be required to achieve any significant decline in agricultural work as a share of all jobs. The
magnitude of the exogenous improvements simulated under Table 7 are large, and could not be
achieved over anything short of a very long time horizon across the population. For instance, the
human capital simulation imposes an exogenous increase in the share of current Ag households
with at least a complete primary schooling from 16% to 36% of the work force, excluding
population growth. Also, from a demographic perspective the simulations impose a reduction
in the average number of workers per household, which is consistent with what we see among
exclusive wage earners. Both of these simulations therefore implicitly demand that some labour
is released from agriculture (e.g., to study), a relatistic prior condition for which would be an
increase in per worker agricultural productivity.

6 Policy implications

6.1 What are good jobs in Mozambique?

Drawing the analysis together, we can now address what are likely to constitute good jobs in
Mozambique. Following Section 4, good jobs are defined as activities that are expected to yield
the highest payoffs for living standards, productivity growth and social cohesion. This study
has frequently highlighted the complex and significant nature of jobs challenges surrounding
smallholder agriculture. This is where aggregate productivity is lowest and the majority of
workers remain in absolute poverty. Does this mean that good jobs are located exclusively outside
of agriculture? Not at all. The previous section noted that for substantial numbers of households
to gain access to non-farm incomes, large changes in rural endowments and external conditions
would be required. However, these are only achieved via gradual processes of accumulation,
implying that agriculture will remain a predominant activity even under rapid (rural) growth
and development scenarios. Moreover, the experiences of other developing economies such as
Vietnam (de Janvry and Sadoulet, 2010) point to the essential supportive role that successful
agricultural development has played. This stems from the strong positive multiplier effects
typically associated with agricultural productivity growth, which in turn can promote job creation
in other sectors and reinforce social cohesion. Thus, it is vital to address poverty ‘where it is’
and promote a more vibrant, more productive rural economy.

Simple demographic projections give added force to this argument. Figure 5 takes the baseline
UN population projections for Mozambique and estimates the absolute and relative size of the
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informal sector (i.e., principally agriculture) under alternative hypothetical rates of growth in the
number of available formal employment positions. The assumption is that the informal sector
will absorb all residual new entrants to the labour market; thus, if the size of the formal sector
remained stagnant in absolute terms, then the informal sector is assumed to absorb all growth
in the work force. Historically, the annual growth rate of the formal sector has been positive
but below 5%, and appears to have slowed to around 3% over the most recent period (2002/03
- 2008/09), consistent with a stagnant relative size of the formal sector in total employment.
Figure 5 shows that if these historically observed growth rates continue, then the informal sector
will grow rapidly in absolute terms. In a ‘worst case’ scenario of 3% growth, the informal sector
doubles in size in about 25 years (2010-2035); at the (hardly pessimistic) 5% growth rate, the
informal sector would double its present size in 40 years (2010-2050) and would still be growing
in 2050. The optimistic scenario of an 8% sustained growth rate in wage employment would
not lead to an immediate decline in the absolute size of the informal sector; however, over the
simulated time frame it would be sufficient to largely formalise the productive economy. The
fundamental implication is that the vast majority of all new jobs will need to be created in the
informal sector over at least a generation. It is therefore unrealistic to presume that any feasible
solution to the present set of jobs challenges lies uniquely in creating modern wage sector jobs,
to the exclusion of rural agriculture.

Despite the above, given the presently very low level of agricultural productivity, even large
improvements in that sector are unlikely to raise aggregate productivity levels significantly.
Moreover, a growing share of the population reside in urban areas where aspirations, particularly
among the youth, do not coincide with agricultural work. This suggests that while there is
clear scope to achieve transformation in the agricultural sector, agriculture should not be a
sole focus of jobs-based policy initiatives. The analysis of Sections 4 and 5 showed that the
urban non-farm informal sector is heterogeneous and that non-farm household enterprises have
operated as a crucial means to improve living standards, particularly for households with
some skills and productive assets to hand. It is also evident that significant hurdles must be
surpassed for households to become entirely reliant on wage income. In particular, a complete
primary education can be considered a minimum skills threshold, but one that a majority of
workers do not attain. The challenge, shared with many other low income sub-Saharan African
countries (Fox and Sohnesen, 2012), thus is to support and nurture dynamic non-farm household
enterprises, such that they can become dynamic engines for growth rather than mere default
coping strategies.

Finally, although the informal sector will remain a key source of jobs over the medium term at
least, formal jobs also cannot be ignored. A stylized fact of successful economic development
is structural transformation of the labour market, whereby workers move out of agriculture
and into higher productivity (manufacturing) industries (e.g., see Rodrik, 2007; Page, 2012a).
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Notes: the figure shows relative and absolute projected size of the informal sector (non-wage
employment) based on hypothetical growth rates of wage employment; underlying demographic
projections are based on UN figures (see Jones and Tarp, 2012).
Source: authors’ calculations.

Figure 5: Demographic simulations of formal sector growth

In Mozambique, we have seen that formal sector jobs are associated with significantly higher
living standards. However, despite encouraging macroeconomic performance, formal employment
growth remains tepid and structural transformation elusive.14 This appears to be a source
of frustration that has boiled over into isolated bouts of violent discontent. A focus on the
formal sector employment also is recommended for other reasons. Due to their association
with foreign investment and know-how, these jobs are a main locus of higher value added
activities and aggregate productivity expansion. They are therefore essential for long-term
growth, especially in the secondary and tertiary sectors. However, given the scale of the jobs
challenge facing Mozambique, it is desirable that incentives are created to promote labour- as
opposed to capital-intensive enterprise growth. Moreover, for the dual reasons that domestic
demand is limited by the size of the market and that export industries have enhanced incentives
14Other authors (e.g., Cunguara et al., 2011; Page, 2012b) provide additional evidence in this regard. It should
also be noted that Mozambique is hardly exceptional. McMillan and Rodrik (2012) argue that employment
changes observed in Africa and Latin America have broadly been growth-reducing because labour has not moved
from lower- toward higher-productivity sectors, but rather has moved from low productivity rural agriculture to
even lower productivity urban activities (or unemployment), contributing no growth gain on aggregate. See also
Page (2012a).
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to reach the technological frontier, export-oriented activities must be given specific support.15

6.2 Recommendations

Moving from the reporting of research findings to the making of specific policy recommendations
is rarely straightforward. At an overall level, however, a primary objective must be to leverage
forthcoming natural resource revenues to stimulate a pro-jobs structural transformation of the
economy. A focus on creating good jobs is fundamental precisely because of the economic
shift Mozambique is now starting to experience toward capital intensive natural resource
extraction. Both international and local experience show that mega-projects generate few
sustained employment posts (Arndt and Tarp, 2009; Rosenfeld, 2012) and, in the absence of
countervailing policy measures, tend to appreciate the real exchange rate.16 The opportunity of
a natural-resources led boom should loosen immediate budget constraints and place economic
governance firmly in the hands of the government. Thus, there should be financial and policy
space to make large, long-term, credible public investments and policy commitments.

The previous section indicated that good jobs in Mozambique include work in high(er) productiv-
ity smallholder agriculture, complementary non-farm rural activities, jobs in dynamic non-farm
enterprises and labour-intensive modern enterprises linked to the global economy. To put these
more concretely, they translate into three main complementary policy objectives – namely to:
(1) achieve a step-increase in agricultural productivity across the rural sector (comprising both
small family farms and larger commercial operations); (2) foster the non-farm informal sector as
a source of entrepreneurship and growth; and (3) aggressively support the expansion of labour
intensive secondary and tertiary industries with export potential.

Taking each objective in turn, some more specific recommendations can be made. A starting point
for agriculture is to recognise previous failings in policy coherence and implementation. Greater
clarity and focus is required to ensure that the needs of both smallholders and larger commercial
investors are addressed. A specific area for action is to promote positive and mutually beneficial
interactions between existing local smallholders and external investors. Past experiences in
smallholder outgrower schemes in cash crops in Mozambique, such as with tobacco, cotton and
sugar, suggest that a combination of foreign investment (bringing know-how, provision of inputs,
and access to markets) with local land and labour can be highly productive (Benfica et al., 2002;
Benfica, 2007; Boughton et al., 2007). However, despite a surge of external interest in land
acquisitions and instances of land conflicts, there is no explicit set of incentives or regulatory
15See Feder (1983); Alvarez and López (2008) for further reasons to explicitly support the export sector.
16This is shown by evidence of employment generated by foreign investment projects in Mozambique over the
past 10 years. Rosenfeld (2012), for instance, estimates that massive investments in the coal sector will generate
around 7,500 jobs for Mozambicans over the long-run.
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regime which pro-actively supports and protects the development of such schemes.

In addition to the above, we would suggest further measures to support agriculture. The first
is to undertake large scale investments in rural infrastructure, including water storage, water
management (e.g., irrigation), transport and electrification; these are fundamental to stimulate
productive value chains (in new and old crops) and have been frequently identified as key
constraints at the local level (Section 5). Indeed, Arndt et al. (2012a) argue that the absence of
rural infrastructure, among other things, means that agricultural multipliers in Mozambique
have been lower than those in Vietnam. Second, recognising the present scarcity of access
to extension services and improved inputs in the smallholder rural sector (Arndt et al., 2007;
Cunguara and Moder, 2011), the government must draw-in private sector energy and creativity,
not least to allow a sustainable exit from support of the sector over the longer term. Targeted
public-private partnerships (PPPs), (e.g., using performance-based subsidies), to deliver open
pollinated high yielding seed varieties represent just one example of a range of possible schemes
that are likely to bring large welfare gains at relatively low cost. The policy challenge is to
design appropriate economic governance structures for such PPPs in agriculture, which reward
genuine outcomes whilst recognising that these initiatives are inherently risky and some will
fail.17 Third, we recommend interventions on the demand-side to loosen cash constraints and
open-up opportunities for diversification into small-scale processing and non-farm activities.
Interventions in these areas are complex and further research and rigorous evaluation of potential
interventions is recommended.

What can be done to stimulate dynamic non-farm household enterprises? Here the evidence
base remains weak. This reflects the fact that these activities have more often been seen as a
problem for the formal sector. Thus, aside from a concern to promote enterprise formalization,
public policy has largely been silent on how this sector (which remains distinct from small and
medium size enterprises) can be nurtured. Ahlers et al.’s (2012) case study of informal providers
of water connections in Maputo provides a case in point. The authors show that rather than
provide a supportive and facilitative regulatory framework, and perhaps enhanced access to
training and finance, government policy has been to treat them as a temporary nuisance to be
rendered obsolete by existing utility companies (whose coverage is limited). The point is that a
more coherent strategy to address and nurture ‘informal space’ is warranted. As Krause et al.
(2010) argue, this requires smart regulation and committed implementation, not just a lower
legal regulatory burden (see also Altenburg and von Drachenfels, 2008).

Evidence from this study and elsewhere (e.g., Fox and Kweka, 2011; Fox and Sohnesen, 2012)
indicates a few other areas that should be given attention. First, basic business inputs remain
17For further discussion of the potential role of these vehicles in the agricultural sector in Africa see Poulton and
Macartney (2012).
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costly. Despite recent improvements, low income users of pre-paid mobile phones in Mozambique
face costs that are more than three times those found in Ethiopia and Kenya, ranking Mozambique
the 25th most expensive country out of 46 in sub-Saharan Africa (ICT Africa, 2012). Access to
land and housing is also extremely problematic (Allen et al., 2010). This reflects a large number
of factors including highly complex and inefficient ownership and transfer rules. These force the
majority of transactions into a non-transparent black market and severely limit access to finance
for all but the largest, formal enterprises. The latter also speaks to the need for enhanced and
effective urban planning, which is increasingly critical in Maputo where congestion, crime as
well as general living costs have notably increased over recent years (e.g., see Paulo et al., 2008).

With respect to how export-oriented manufacturing should be stimulated, a range of sensible
suggestions can be found in Page (2012b). A key recommendation is to pursue spatial industrial
policy, which refers to measures that stimulate the agglomeration of specific types of industries
and tasks in particular geographical areas. This goes beyond a generic ‘Doing Business’ agenda,
which tends to focus on the formal content of regulations, but rather places emphasis on putting
in hard and soft infrastructure necessary for the private sector to compete at an international
level. Thus, a leap forward in logistics capacity, transport links, customs administration and
reliability of core public services such as electricity and water in specific areas are required.

Three other areas merit attention. The first are mechanisms to quality-certify and coordinate
small and medium sized firms, such that they can effectively link to larger firms particularly but
not exclusively in the natural resources sector. These are core public goods that no individual
operator has any interest in supplying. Second, the current tax system remains overly complex
and riddled with tax exemptions, particularly for capital investments, which tend to favour large
(foreign) firms relative to smaller local operators (Byiers et al., 2010). The greater budget space
that is likely to appear from the exploration of natural resources could be leveraged to level
the tax playing field and strengthen the social compact between public authorities and small
local firms.18 Third, significant investments in technical skills are vital to ensure that firms face
a sufficiently large pool of competent workers that are able to quickly add value in technical
occupations.

7 Conclusions

Mozambique faces a number of acute jobs challenges. Impressive aggregate economic growth
over the past twenty years has not been accompanied by sustained, rapid improvements in
18See Rosenfeld (2012) for discussion of revenue implications of recent coal mining investments. A conservative
estimate is that these will generate around US$ 12 billion of government revenues from now to 2030. Large
reserves of natural gas are also likely to even larger revenues over the longer term.
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welfare at the household level. The majority of Mozambicans earn a living from smallholder
agriculture, and the low productivity of these activities is a main reason why absolute poverty is
widespread. Population growth remains high, which means that over the medium term more
than 300,000 individuals will enter the labour market each year, likely increasing to 500,000 new
entrants by 2025. Additionally, Mozambique’s economic structure is shifting, but in a direction
that may not be favourable toward job creation. Capital intensive natural resource extraction
is becoming the predominant target of investment and export growth. As is well known, this
entails large socio-economic risks and must be carefully managed to avoid ‘resource curse’ effects,
in particular, that of constricting growth in other sectors of the economy.

In light of these challenges, this study took a close look at the Mozambican labour market.
Employing survey micro-data as our primary evidence base, the analysis proceeded in three main
steps. First, we reviewed the broad contours of the labour market, yielding a descriptive profile
of how Mozambique works and how jobs have evolved over the post-war period. This painted a
gloomy picture; although similar characteristics are found in other low income African countries
(e.g., see African Development Bank, 2012). There is little evidence of a positive process of
transformation in the jobs landscape. Underemployment is rife and a majority of Mozambicans
continue to work in smallholder agriculture or the urban informal sector.

Second, we analysed the links between jobs and development outcomes in three key domains
– living standards, productivity and social cohesion. This revealed that levels of labour pro-
ductivity are generally low, and that they also are highly divergent across sectors. Moreover,
different household jobs portfolios (livelihood strategies) are associated with marked differences
in average living standards. Thus, a fundamental jobs challenge was identified – namely, stagnant
productivity in the agricultural sector (in terms of caloric production per person), which is
linked to very limited access to improved inputs and technologies (e.g., less than 5% of farms
use fertilizer or pesticide). This accounts for much of the disconnect between (strong) aggregate
growth and (slow) poverty reduction. However, distinct challenges were also noted in the urban
sector particularly amongst younger cohorts where failure to generate higher quality (modern)
jobs is a source of rising frustration.

Third, to deepen the analysis and clarify its policy implications, we undertook an econometric
analysis of household jobs choices. This indicated that agricultural activities, in both rural and
urban areas, are frequently a default rather than pro-active choice, driven by low household
endowments and weak local demand while also reflecting their lower productivity. Gaining
access to non-farm jobs, however, depends on various factors including external conditions,
accumulation of economic assets by the household and, in the case of wage work, surpassing a
minimum education threshold (completed primary education).

Overall, our analysis of the Mozambican labour market points to three jobs priorities. The most
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important is to address low levels of agricultural productivity. The rationale is simple – to make
progress on poverty reduction, progress must be made in transforming agricultural jobs. This is
also urgent. Given the sheer weight of this sector in the volume of employment and the limited
endowments of these households, only over the very long term it is conceivable to expect large
numbers of existing (or future) rural households to accumulate sufficient assets to lift themselves
into non-farm work and out of poverty. Thus, rather than agriculture being a last-resort activity,
higher rates of productivity would act as a positive incentive to engage in the sector and also
are expected to deliver benefits to other sectors, via multiplier-type effects.

Nevertheless, jobs policy cannot be limited exclusively to the agricultural sector. Substantial
increases in agricultural productivity are unlikely to generate a stepwise jump in aggregate
productivity. The large informal urban sector could represent a source of social tension if the
productivity of these activities remains low and access to modern wage employment remains
limited. Thus, two other priorities need to be addressed simultaneously. The first is to foster the
non-farm informal sector as a source of dynamism and entrepreneurship. Indeed, our analysis
has shown that many non-farm jobs offer living standards on a par with formal wage employment
– i.e., good jobs are not just formal sector jobs. However, the Mozambican government currently
tends to see these activities not as entrepreneurship but as a source of unhealthy competition to
the formal sector. Thus, they face serious barriers to expansion and access to finance. A change
of policy stance is required. Second, we recommend that government aggressively supports
the growth of labour intensive secondary and tertiary industries with export potential. These
are essential to aggregate productivity expansion and longer-term growth. Spatial industrial
policy and leveraging of natural resource revenues to substantially improve infrastructure and
logistics services along key value chains need to be given attention. In sum, the jobs challenges
in Mozambique are acute; but existing opportunities should be seized to pursue a developmental
trajectory that addresses these challenges head on.
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Appendix A Additional tables

Table A1: Comparative manufacturing performance metrics
(2008)

Sales/worker VA/worker Wage
(annual) (annual) (US$ month)

Mozambique 11,932 3,516 53
Indonesia 13,200 6,535 56
Malawi 24,686 7,754 50
Angola 24,053 8,476 139
Zambia 22,948 8,725 69

South Africa 84,373 28,653 467
Notes: numbers refer to a small company in the food industry; the
estimates for each country come from different sources and thus cannot
be compared directly; they are nonetheless indicative.
Source: World Bank (2009).

Table A2: Agricultural technology adoption indicators (% farms)
2002 2003 2005 2006 2007 2008 ∆

Receipt of extension info. 13.5 13.3 14.8 12.0 10.1 8.3 -5.2
Use of chemical fertilizer 3.8 2.6 3.9 4.7 4.1 4.1 0.3
Use of pesticides 6.8 5.3 5.6 5.5 4.2 3.8 -3.0
Use of irrigation 10.9 6.1 6.0 8.4 9.9 8.8 -2.1
Receipt of credit - 2.9 3.5 2.9 4.7 2.6 -
Used animal traction 11.2 10.9 9.3 12.4 11.5 14.3 3.1
Membership of association 3.7 4.8 6.4 6.5 8.3 7.4 3.7
Hired permanent labor 2.2 1.9 1.8 2.2 2.6 3.0 0.8
Hired seasonal labor 15.5 15.3 17.6 23.8 20.8 19.6 4.1
Notes: ∆ gives the absolute difference in each indicator between 2008 and 2002.
Source: DNEAP (2010) and authors’ calculations using agricultural survey (TIA) data.
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