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Executive summary
Mozambique is an implementing country in the BIOFIN project, with implementation of finance solutions formally started in 2020, after the approval of Biodiversity Finance Plan. However, funding for Phase II was approved and made available in 2019, and this meant the program had a possibility to start earlier, around April 2019, working in a specific finance solution, namely the biodiversity offset, under a partnership with COMBO/WCS and BIOFUND, as this was identified as a timely opportunity to engage in a collaborative work and build synergies.
COMBO is a program implemented by Wildlife Conservation Society (WCS) in Mozambique, funded by French Development Agency (FDA) and the French Facility for Global Environment (FFEM), with the objective of conciliate economic development with biodiversity conservation and ecosystem services. Whereas BIOFUND is the Mozambican Conservation Fund, a trust fund created with the objective of providing a sustainable mechanism to finance biodiversity conservation, while supporting development of other innovative financing mechanisms. 
In Phase II, the BIOFIN project has continued to work in Mozambique towards implementation of prioritized biodiversity finance solutions. By leveraging the partnerships built to use collective strength to advocate and influence desired changes in financing biodiversity financing mechanisms in Mozambique, BIOFIN developed key legal instruments as necessary components for implementation of biodiversity offsets. To date, progress of adoption and implementation of finance solution outputs and institutionalizing nature-positive changes, is exemplified by several concrete outputs, actions and outcomes. 

For example, BIOFIN supported and coordinated the drafting and consultation process of a Ministerial Diploma on Guidelines of Independent Reviewers of Environmental Impact Assessment Reports of category A and A+ projects, according to Decree 54/2015. With the support of BIOFIN, the new Ministerial Diploma on Independent Reviewers has been approved. 
It is now possible to comprehensively review A and A+ categories during the Environmental Impact Process of development projects, and after correctly applying the Mitigation Hierarchy, identify residual impacts for which biodiversity offset is applicable, and review the correspondent Biodiversity Offset Plan to be implemented by the project proponent or a third part entity on the proponent’s behalf. 
This complementary legal instrument on independent reviewers constitutes significant progress towards building a legal and regulatory package to allow implementation of biodiversity offset mechanisms, an innovative and sustainable finance mechanism in Mozambique, for which development and creation of enabling conditions started in 2018, including technical requirements and capacity building of stakeholders.
With the biodiversity offset mechanism within the Ministry of Land and Environment in place, it will contribute as an innovative source of financing for effective management of biodiversity and ecosystems in Mozambique, promoting no-net loss of biodiversity while enhancing good practices of avoidance, minimization, and restoration of damages on biodiversity and ecosystems.
As part of its plan since 2021, in the implementation of prioritized biodiversity finance solutions, BIOFIN project developed biodiversity planning and monitoring tools, including reporting model, in partnership with the Ministry of Land and Environment, to allow a shift to Results Based Budget approaches for biodiversity and enhance public budget allocation to implement the National Biodiversity Strategy and Action Plan (NBSAP 2015-2035). Consequently, BIOFIN, in the implementation of this finance solution, prioritized the development of biodiversity planning and reporting tools, aligned with the new state planning and budgeting framework, which also is aimed at results rather than activities; however, the degree of success is limited, especially because of the coordination challenges faced with the Ministry of Land and Environment. This finance solution is currently under refinement, with strong collaboration of the Ministry of Economy and Finance to ensure it is aligned with other reform processes of public finance and new development planning instruments, planning and budget led by this central institution. Furthermore, the NBSAP is under review to align with Global Biodiversity Framework Kunming-Montreal 2022
A third finance solution is under consideration, with an initial proposal idea around the development of insurance risk protection tools for mangroves ecosystems to build resilience to extreme weather events in coastal areas. Under this proposal, BIOFIN will potentially work in collaboration with the UNDP Insurance and Risk Finance Facility (IRFF) Hub based in Pretoria, which is keen to develop an action plan for the country in this sector. Additionally, new implementing partners such as the Ministry of Fisheries may be brought along. This initiative has a strong potential to link biodiversity conservation, climatic resilience, and gender mainstreaming.
In relation to social inclusion, BIOFIN project level efforts have been made to engage youth in awareness building and technical discussions for the implementation of offsets. This was done in the format of side events of other national biodiversity workshops, seminars and expositions, to target these specific in the engagement process. In addition, some activities promoted on the ground under the development of financial solutions, sought to engage local community members under temporary employment and under-graduate students through internship programs. 
When looking back at 2021 to 2025 period, the main lessons learned from the implementation of BIOFIN process in Mozambique and that are to be applied to the next period are summarized as following, (i) The need for consistent but adaptative awareness raising and capacity building practices, (ii) wide involvement of stakeholders from different institutions, (iii) building partnerships are strategic in processes such as biodiversity financing and finance solutions development, given the complexity and the long pathway they make take. Partnerships help to sustain the momentum of initiatives and provide a platform for idea exchanges and continuous learning. In addition, constant engagement and communication with partners and counterparts is fundamental even in moments when things are going well and redefine strategies if necessary. Operational challenges such as procurement of expert services in the form of consultants, need to be paid more attention, not only at project level but also at Unit teams and CO level, because are increasingly derailing project implementation. Also, new risks emerge which require the CO to be better prepared to swiftly address them. For example, the departure of the project manager in early July 2025 created further operational constraints in project implementation, but until the end of the year the position was not yet filled.

Progress toward targeted results
[bookmark: _Hlk97656424]Validated BFP (following the validation of a PIR, BER, and FNA)
[bookmark: _Hlk97656650]The Mozambique’s Biodiversity Finance Plan (BFP) was validated in March 2020, following a consultative process and inputs received from various stakeholder groups, including government entities, academic institutions, and civil society organizations. The BFP identified 19 biodiversity finance solutions and prioritized 6, namely:
· Results-based budgeting to improve public financing allocation to biodiversity;
· Improving revenues earned from protected areas fees and tariffs, including sport/recreational hunting fees;
· Developing and implementing biodiversity offset mechanism;
· Improving the collection system and administration of revenues from the “User-Pays” initiatives (fees, tariffs, and fines) in the wildlife, forestry and fishery sectors;
· Upscale of co-management agreements and mechanisms in protected areas;
· Upscale of carbon credit marketing.
Among the prioritized biodiversity finance solutions, BIOFIN opted in supporting the implementation of Results-Based Budgeting a Biodiversity Offsets. It is important to highlight, however, that Mozambique went through a kind of overlapping phases, as it started engaging in the implementation of one finance solution before the finalization and endorsement of the BFP. This was meant to join efforts and build synergies with other entities, in the development of biodiversity offset mechanism that was on its initial stage of discussions and developments.
Finance solution 1: Biodiversity Offsets
Offsets are “measurable conservation outcomes resulting from actions designed to compensate for significant residual adverse biodiversity impacts arising from development projects, after appropriate prevention and mitigation measures have been taken. The objective of the biodiversity offset finance solution is to contribute to strengthen the regulatory framework and institutional capacity of key actors, including development of technical tools, in partnership with government, WCS/COMBO and BIOFUND, to allow adequate implementation of Mitigation Hierarchy (MH) and Biodiversity Offset mechanism in Mozambique. The implementation of this finance solution in Mozambique, is a joint initiative under a partnership between BIOFIN project, WCS/COMBO and BIOFUND, in view of supporting the Ministry of Land and Environment, especially the National Directorate of Environment (DINAB), to create enabling conditions for implementation of biodiversity offset mechanisms in Mozambique. Under this partnership, each part has specific responsibilities in the process, but contributing to the same goals.
[bookmark: _Hlk108271348]To date, the implementation of biodiversity offset finance solution has achieved the following milestones and results, towards the established objectives:
· [bookmark: _Hlk124424105]Trained a wide range of stakeholders from public sector, private sector, academic institutions and civil society organizations in concepts of Mitigation Hierarchy, No Net Loss and Biodiversity Offsets – continuous work since the program started in 2019
· Conducted advocacy and outreach campaigns on biodiversity offset mechanism – continuous work since the program started in 2019
· Developed a legal study to explore the transfer of liability for offset delivery - 2019
· Conducted the development of technical metric tools with comprehensive reports, for key ecosystems such as mangroves and miombo forests, with which to measure outcomes of biodiversity offset implementation on the ground – 2020-2022
· Developed the regulation on independent reviewers for Environmental Impact Assessment studies, to guide the assessment of category A+ projects and biodiversity offset implementation plans – 2021 
· Developed and widely discussed the proposal of Regulatory Decree to guide implementation of biodiversity offsets – 2021-2022.
· Initiated the implementation of two pilot biodiversity offset projects in Licuati Forest Reserve and Maputo National Park, to provide a learning platform on the technical models for implementation of biodiversity offsets in different type of ecosystems - 2021
·  Approved the regulation on implementation of Biodiversity Offset in Mozambique (Ministerial Diploma No 55/2022) – May 2022
· Approved the Ministerial Diploma 118/2022 on the Reviewers of Environmental Impact Assessments for Category A+ activities, it was officially approved and published– October 2022
· Trained stakeholders from public sector and private sector on technical aspects and application of the directive on biodiversity offsets.
· Enhanced the administrative capacity of the Ministry of Land and Environment to manage and provide oversight to biodiversity offset projects with creation of the Biodiversity Offset Unit within the structure of the ministry, and development of administrative tools.
· Developed and tested the on-line module for registry of biodiversity offset projects integrated in the Environmental Licensing Management System (SGLA in Portuguese)
· Improved the knowledge of stakeholders and public in general in the use of biodiversity related instruments through development of detailed guiding manual of the Directive on the offsets.
· Completed a study to assess and propose measures to align biodiversity offset projects with national biodiversity targets.
As the development and implementation of biodiversity mechanism is a joint initiative, it is important to highlight the specific contribution of BIOFIN under the established partnership. These include:
· Development of a legal study to explore the transfer of liability for offset deliver among different entities; to consubstantiate the development of appropriate legal provisions in the offset regulation. 
· Technical and financial support in the development of regulation on independent reviewers for EIAs; including hiring of a consultant and facilitation of technical discussions.
· Technical advisory in development of technical documents
· Facilitation of debate space and technical meetings on biodiversity offsets and biodiversity finance.
· Technical, financial and administrative support to development some digital products through specialized consultancy services.
· Development and deployment of administrative tools to support the implementation and oversight of biodiversity offset projects by the Ministry of Land and Environment.
Following some challenges with procurement processes of consultancy services in 2023, due to both internal external factors, coupled with some technical complexity during implementation. The main priority for the first half of 2024, corresponding to this reporting period, was to complete delivery of pending products. Specific progress registered between January and June 2025 include:
· Concluded the testing and development of the user manual for the online platform to register the biodiversity offset and successfully integrated into the System of Management of Environmental Licensing (SGLA).
· Rolled out the training and capacity building on the online platform to the biodiversity unit staff at National Directorate of Environment and Provincial Environmental Services

The process of domesticating the biodiversity offset concepts and get the buy in of national key stakeholders has not been a smooth one in our country program. The approach was faced with some reluctance and fears over its intention; especially on the risks to be a sort of “blank check” to allow degradation of biodiversity and ecosystems under the promise of offsets. The concerns were in part a result of lack of understanding of the concepts and how the mechanism would work in practice if approved. 
This situation implied that a change in the approach was required, especially in awareness raising activities, in the training component and in the content of capacity building and outreach material. The strategy was to employ more simple explanations of the mitigation hierarchy, not net loss and biodiversity offset, backed by practical examples of activities and projects occurring in our own context of Mozambique, such road projects, transmissions line projects and mining projects. In addition, leveraging on the networks of partners such as WCS / COMBO program, was fundamental to help mobilize international experts to share experiences of biodiversity offset schemes from other parts of the world, such as Australia, France and South Africa.
Consequently, in its implementation strategy, the program emphasized a bottom-up approach, and conceiving time for different stakeholders to come on board and be supportive of the initiative. Also, strategic partnerships were sought at operational level with different units other than the National Directorate of Environment within the Ministry of Land and Environment, to secure a wider base of involvement and provide ownership of the process to main government entities. For instance, for the implementation of pilot offset projects, it was ensured more collaboration with the National Administration of Conservation Areas (ANAC) and the National Directorate of Forests (DINAF), as two entities oversighting protected areas and forests respectively.
The main lesson to be drawn from this experience is that program such as this, should avoid assuming that everyone will understand the specificities of biodiversity finance solution concepts as we expect them to. Furthermore, it is necessary develop different levels of key concept explanation, to tailor to different audiences, including systematized definitions of all basic concepts, while being patient with the assimilation process. No less important, is the need to actively involve a wide base of stakeholders, especially government entities, rather than choosing to work more closely with a single one, to transmit more confidence to high level decision makers, and mitigate the risks of not delivering on results.
In addition, the engagement with partners and counterparts continues to be an integral part of implementation of the BIOFIN process in Mozambique and implementation of any biodiversity finance solution. Open and constant communication helps to keep partners involved even in periods when things might not be going as planned. Recent experiences of delays with procurement process of consultancies created anxiety and some level of tensions among our counterparts. However, being able to communicate on regular basis what was being done at project management level was important to alleviate the tension, even though the issues causing the delays were beyond project manager control.  
The implementation of biodiversity offset mechanism in Mozambique enters crucial phase, as the first group of real biodiversity offset projects related to concrete development projects are expected to be approved soon. These will be mainly development projects currently under implementation but ongoing a process of environmental licensing renew, and the offsets requirements are also attached to it, as required by the legal framework, including that of the offsets. Example of such projects include the Rovuma Basin Offshore Gas project operated by Toral Energies and Heavy Sands Mining Project operate by Kenmare Resources plc .
Finance solution 2: Biodiversity Results Based Budgeting and Improved Resource Mobilization
Results-Based Budgeting is a planning approach that enhances formulation of programs and budgets driven by a set of desired results, which are articulated at the outset of the budget formulation process. As a biodiversity finance solution, the ultimate intended outcome is to increase public funding allocation to biodiversity. The rationale is that if we intend to raise the profile of biodiversity activities in the budgeting process, we need to have a set of measurable results, aligned with wide government socio-economic goals, that drive the programs and projects for which budget allocation is required. Therefore, the objective of implementation of this finance solution is to strategically improve coordination and synergies in the planning and reporting process of biodiversity results-based actions within responsible government entities, improve the capacity of Mozambique to mobilize resources for the conservation of biodiversity and the sustainable use of natural resources, especially the implementation of National Biodiversity Strategy and Action Plan (NBSAP) to meet national biodiversity targets. BIOFIN intends to support and assist the Ministry of Land and Environment in establishing and implementing the tools that will allow formulation of biodiversity programs and budget that emphasize outcomes to be achieved, in alignment with government socioeconomic goals for this sector, defined either in the Government Five Year Plan (PQG) or Guidelines for Annual Economic and Social Plan (PES) on which budget allocation is based. The development of this finance solution is also to be coordinated by the Ministry of Economy and Finance through the National Directorate of Planning and Budget
To achieve this, one of the crucial activities is the development of tools to assist the Government in mainstreaming Biodiversity into the National Planning Cycle through planning, monitoring and reporting biodiversity among implementing agencies in conservation and sustainable use of biodiversity and strengthen capacity in internal and external Financial Resources Mobilization.
To date, the implementation of the biodiversity results-based budgeting and resource mobilization finance solution has achieved the following milestones and results, towards the established objectives:
· Developed a proposal of biodiversity planning tool with a set of structured results guiding the process, linked with contributing outputs and activities – October 2021 
· Developed a proposal of a biodiversity monitoring tool with indicators matrix of biodiversity to monitor threats, status, losses and trends and facilitate integration – October 2021 
· Drafted model of annual biodiversity reporting harmonized with the perspectives of monitoring tool – October 2021
· Drafted a proposal of structure and functioning mechanisms of a resource mobilization unit within the Ministry of Land and Environment – December 2021
However, these initial tools developed have not yet effectively been validated and adopted by the Ministry of Land and Environment, to allow achievement of envisaged outcomes. This is probably a consequence of internal turnover of key staff within the ministry, which undermined a smooth continuation of initiated processes, compounded by their slow engagement, and probably limited understanding of the process. 
Given the stall in progress of this finance solution, a new strategy has been devised which consists on placing the Ministry of Economy and Finance in the leading role in its development. Following intense bilateral discussions with both the Ministry of Land and Environment and the Ministry of Economy and Finance, the latter showed more interest and understanding of the envisaged process, and more willingness to drive the necessary steps forward. This also seems to be timely when considering the reform process of public finance administration currently underway, in which one of the objectives is to roll out a new Sub-system of Planning and Budgeting. This is seen as a timely opportunity to encourage line ministries to accelerate the implementation and adoption of results-based budgeting.  
At country program level, this is perceived as converging to results-based budgeting approaches, hence one of the roles of Ministry of Economy and Finance in this finance solution under BIOFIN will be to provide institutional incentives to line ministries consolidate the approaches. Therefore, strong synergies are envisaged with the Ministry of Economy and Finance as BIOFIN implementing partner as well government central planning and budgeting agency. 
In recognition of the need to steer the process of implementation of biodiversity results-based budgeting within the new frameworks of planning and budgeting under implementation by the Ministry of Economy and Finance, during the period of 2024 the project team prioritized some technical discussions with planning and budgeting teams. This is in view of establishing a common approach, so that the practices to be piloted and consolidated under this finance solution, respond directly to central planning and budget frameworks requirements. At the end of 2024 a roadmap for the implementation of this finance solution was agreed with both the Ministry of Economy and Finance and the Ministry of Land and Environment, with definition of specific tools to be developed. Terms of Reference for the development of operational guidelines has been elaborated and submitted to procurement for tendering.
Finance solution 3: Insurance Tools for Protection of Mangroves 
Mangroves are an essential ecological and socio-economic asset in Mozambique, covering over 369,080 hectares, making it the 13th largest mangrove area globally[footnoteRef:1]. These ecosystems play a vital role in Mozambique's coastal resilience, biodiversity, and economy. Research from UNEP indicates that mangrove ecosystems are essential to both global and local economies, as they support fisheries, provide vital food resources, and protect coastlines. Estimates indicate that each hectare of mangrove forest generates up to $57,000 in ecosystem services benefits that the natural environment offers to human communities[footnoteRef:2]. In Mozambique, this value is particularly relevant as more than 60% of the population lives in coastal areas, heavily dependent on coastal and marine resources, especially fisheries, for subsistence and income. [1:    F.M.A. Barbosa, C.C. Cuambe, S.o.Bandeira Status and distribution of mangroves in Mozambique (South African Journal of Botany)]  [2:  Ibid] 

However, mangroves are highly vulnerable to extreme weather events, which are taking an increasing toll on the destruction of these ecosystems. 
Recognizing the ecological, economic, and social value of mangroves and the threats they face, the Government of Mozambique launched a National Mangrove Management Strategy. This strategy envisions a healthy, resilient mangrove ecosystem that supports ecological functions and provides socio-economic benefits to communities, contributing to the country’s sustainable development. While this strategic framework prioritizes the responsible management of mangroves, there remains an urgent need to mitigate the financial risks associated with adverse weather events, which are becoming more frequent and severe due to climate change. 
To address this gap, BIOFIN project in Mozambique has proposed to work in the development of parametric insurance tools to protect mangrove ecosystems against disaster risks in coastal areas. This finance solution underscores the role of insurance as a critical tool to mitigate financial losses from climate-induced events, while also promoting nature-positive financing for the sustainable management of Mozambique's mangroves. By leveraging insurance solutions, this initiative aims to enhance financial resilience, support post-disaster recovery, and catalyze investments in the long-term conservation and management of this vital ecosystem.
In developing this finance solution, BIOFIN project propose to work with the UNDP Insurance Risk and Finance Facility to provide technical and expert backstop to the process. The mangrove protection insurance solution will be embedded in the Pro-Peixe Project implemented by the Institute for Fisheries and Aquaculture Development (IDEPA), where another insurance solution for fisher communities will be developed. 
So far, the activities undertaken under this finance solution include:
· Drafted the initial technical proposal of finance solution to discuss with the Senior Technical Advisor.
· Engaged in technical discussions with the IRFF team and developed a concept note to guide the work undertaken under this finance solution, in partnership with relevant stakeholders.
· Presented the initiative to government counterparts, especially IDEPA who is leading the Pro-peixe project and the Ministry of Planning and Development
· A detailed umbrella concept for insurance solutions under the PRO-Peixe project developed by a consortium from the Insurance Development Forum (IDF) and submitted to the InsuResilience Solution Fund for additional funding and wider technical support in the development and implementation.
· Organized an in-country mission by IDF to engage with stakeholders and conduct assessments on the ground.


 
Other Results and Looking Ahead
Mozambique has a favorable political environment, with government committed to improve sustainable management of natural resources and biodiversity. This in part results from the recognition of the value of natural resources, biodiversity and ecosystems, and their potential to be transformed into a driving force of national economic development and improvement of population well-being through multiple benefits. That commitment, is translated by development, approval and adoption of new policy and legal instruments in this area in recent years, including those related to financing mechanisms. 
The overall economic environment, however, has been plagued with shocks in the last years, stemming from the global conjecture and domestic crisis. The unfolding of the Covid-19 pandemic for more than two years with its negative impacts, the violent attacks by non-state armed groups in the northern province of Cabo Delgado, and the looming shocks resulting from rising fuel prices in the international markets which will exacerbate the cost of living; putting under enormous pressure an already fragile economy such as Mozambique. On a positive note, is the return of International Monetary Fund (IMF) with direct budget support budget, meaning the country has improved some macro-economic indicators monitored by this multilateral entity. However, some of the consequences of the shocks in the last couple of years has been a stall in the economic growth, volatile economic outlook for the future and delays in critical final investment decisions of natural gas projects in Cabo Delgado. These factors add more uncertainty over the pace of future economic growth, although positive perspective remain.
As to biodiversity financing work, it will be fundamental to remain resilient, looking into new windows of opportunities to advance new approaches in this theme, while adapting to negative changing circumstances in the country. Maintaining the engagement of government counterparts in this process and searching synergies and complementarity with other initiatives, are some of the steps in the way forward of BIOFIN process implementation in Mozambique.
 Following the agreement on the new Global Biodiversity Framework in CBD COP15, with emphasis on development of national biodiversity finance plans; BIOFIN is well positioned to make significant contributions in biodiversity financing in Mozambique through the work has been developing. However, additional expertise within the national team may be required for strategic management and take full advantage of opportunities.  The BIOFIN national team has been contributing with technical support to other biodiversity finance developments in Mozambique, in view of improving the overall biodiversity financing environment in the county. 
For example, during 2023, the team provided technical support to the process of discussion and review of fees in the use of ecosystem services in conservation areas, including entry fees, a process coordinated by the National Administration of Conservation Areas (ANAC). These discussions continued during 2024 as the high-level recommendation from the Minister of Land and Environment was socialize more the proposal with other ministries that maybe concerned with the new structure and type of fees to be implemented. Therefore, wider consultations were undertaken with entities such as the Ministry of Culture and Tourism and the Ministry of Sea, Interior Waters and Fisheries, so that the government can present a harmonized approach on fees and tariffs from conservation areas and sustainable use of biodiversity resources. In 2024, this process was closely followed, it is pending political decision from the Cabinet.
In addition, from May to September 2024, the BIOFIN project supported the Ministry of Land and Environment in the process of review of national biodiversity targets to align with the global biodiversity targets of the Global Biodiversity Framework approved in CBD COP 15 of Kunming-Montreal in December 2022.
BIOFIN project´s contribution consisted of supporting the holding of two workshops in the form of a retreat, where focal points from different ministries and public institutions, academic and research institutions, representatives of the private sector and civil society organizations participated; to define in detail the country's commitment to each biodiversity target, taking into account the different sectoral plans, the progress achieved and the persistent challenges.
Moreover, through the technical assistance of the national BIOFIN team, the vision of comprehensive biodiversity financing mechanisms, as well as the need to develop a national biodiversity financing strategy or Biodiversity Financing Plan, were incorporated into the national biodiversity goals. Thanks to this support, Mozambique was able to submit its proposal for national biodiversity targets to the Secretariat of the Convention on Biological Diversity (CBD) in early September, a commitment that had to be fulfilled by signatory countries of the convention before COP 16, which took place in Cali, Colombia from 21 October to 01 November 2024.
2025 started with many uncertainties in the political context, in the wake of last year October general elections followed intense social unrest arising from the massive protests on the official results. The situation somewhat calmed around February with some rounds of political dialogue allowing the swearing into the office of the new present and consequent formation of the new cabinet. However, the new cabinet brought about several changes in the structures of the ministries, which brought additional challenges in formation of organic institutions within the new ministry, a process that is still undergoing in some ministries. 
For example, the Ministry overseeing the environment affairs and biodiversity in now the Ministry of Agriculture, Environment and Fisheries, which resulted from the merging of three former ministries. The former ministry of Economy and Finance was split into two ministries, the Ministry of Finance and the Ministry of Planning and Development, but it is not yet clear which functions lies with each of them, especially when it comes to budgeting function, a central element in biodiversity financing. Overall, these changes slowed down engagement with government counterparts and decision-making process. In addition, with these institutional changes, it is anticipated that a new composition of the BIOFIN project steering committee will need to be agreed upon and formalized.
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1. [bookmark: _Toc220508651]Country factsheet: the country’s biodiversity finance profile and the programming approach
[bookmark: _Toc220508652]Biodiversity finance profile
Mozambique is endowed with rich biodiversity and ecosystems of national and global importance. Mozambique has 3 groups of important natural ecosystems: (i) terrestrial ecosystems; (ii) coastal and marine ecosystems; and (iii) interior waters ecosystems. These cover a considerable biological diversity estimated at 6.000 species of plants and 4.200 species of animals (3.075 insects, 726 birds, 214 mammals, 171 reptiles and 85 amphibians). 
In terms of coastal and marine biodiversity, 194 species of coral, 9 species of mangrove, 13 seagrass species, 5 of turtles, 18 of marine mammals (seven species of dolphins, 8 of whales, 2 species of seals and 1 species of dugong), 2,626 species of sea fish (800 species associated with coral reefs, 92 cartilaginous fish) and 1.363 species of mollusks are recorded. The aquatic biodiversity is also recognized with emphasis on the Lake Niassa and the Zambezi Delta.
Recognizing the value of biodiversity, Mozambique has focused on conservation measures, especially in-situ, which is demonstrated by the fact that 26% of the country is covered by Conservation Areas (CAs), covering terrestrial and marine areas.
Biodiversity is fundamental in Mozambique to poverty alleviation and to the economic development in general, since 90% of the rural energy comes from wood and charcoal and more than 80% of the population rely on goods and services offered by biodiversity for their subsistence. 
However, anthropogenic factors are the direct causes of changes in land use, which often result in loss or reduction of biodiversity, operating at various and complex spatial scales. The main threats to biodiversity in Mozambique therefore are:
· Conversion, loss, degradation and fragmentation of natural habitats; 
· Overexploitation of certain species; 
· Invasion by non-native species that damage ecosystems and native species; 
· Pollution and contamination of natural habitats or species; and 
· Climate change effects.
The relatively rapid economic develop of the country, has resulted in increasing pressure on biodiversity from some sectors. In fact, the sectors of infrastructures, mining, agriculture, forests and fisheries are considered the main drivers of biodiversity loss in Mozambique.
Mozambique ratified the Convention on Biological Diversity in 1994, showing the country’s commitments for adoption of appropriate measures to ensure the national implementation of the objectives of this Convention namely the conservation of biological diversity, sustainable use of its components as well the access and benefit sharing of genetic resources.
Besides ratification of the Convention on Biological Diversity (CBD, Resolution 2/94), Mozambique signed the Cartagena Protocol on Bio-safety (Resolution No. 11/2001) and the Nagoya Protocol on Access to Genetic Resources and the Fair and Equitable Sharing of Benefits Arising from their Utilization (ABS).  additionally, Mozambique's commitment to the conservation of biodiversity and sustainable use is reflected in the development of a diverse legal and institutional framework towards that goal in the last decades, including the NBSAP. The current NBSAP (2015-2035) is undergoing a review process, starting with the update of biodiversity national targets to align with the global targets from the Global Biodiversity Framework approved in the Kunming-Montreal CBD COP 15 in 2022.
In terms of economic profile Mozambique is a low-income country, and part of its public budget is supported by official development assistance. The fiscal space has been growing as the government is committed to keep increasing the contribution of internal revenues in the public budget, which has been managing with a degree of success in the last decades, through structural reforms and other initiatives, and it is expected to grow even more with exploration of natural gas projects.  However, the financing of biodiversity conservation programs is still largely dependent on assistance development or external funds. 
[bookmark: _Hlk172728252]Table 1 Total state budget and expenditure between 2018 and 2022, in million meticais
	Year
	2018
	2019
	2020
	2021
	2022

	
	
	
	
	
	

	Total Budget (10^6 MT)
	307,143
	346,415
	374,097
	378,568
	475 661

	Internal Resources (10^6 MT)
	258,202
	310,252
	307,931
	330,459
	372 582

	External Resources (10^6 MT)
	52,588
	48,035
	71,407
	40,042
	103 079

	Total Mobilized (10^6 MT)
	310,790
	358,287
	379,339
	379,339
	444 483

	Total Expenditure (10^6 MT)
	289,890
	305,852
	340,223
	356,700
	427 751

	Total Expenditure (10^6 USD)
	
	
	
	
	

	Execution Rate (%)
	94.4
	88.3
	90.0
	94.2
	89.9


Source: Budget Execution Report, MEF, 2018-2022

[bookmark: _Toc220508653]National implementation context
The country program overall objective is to develop and enhance innovative and sustainable finance mechanisms for biodiversity in Mozambique.
The selected mix of finance solution under implementation under BIOFIN program in Mozambique are considered to be strategic and timely as they look into developing frameworks that will enable key economic sectors to contribute to positive biodiversity outcomes, increasing resilience of ecosystems, while improving public funds investments in biodiversity conservation, and create better coordination mechanisms to leverage existing external funds flows of international cooperation partners funds. This is translated into the finance solutions prioritized, namely the biodiversity offset, biodiversity results based budgeting and improved resource mobilization, which are informed by the policy and institutional context as well economic and financial. The third finance solution under development will work around risk insurance tools for protection of mangrove ecosystems against extreme climatic events such as cyclones and floods, to which the country is highly vulnerable. They will include economic sectors that are drivers of biodiversity loss, with implementation of biodiversity offset, as an innovative finance solution to address the negative impacts caused by those sectors on biodiversity.
The guiding principles of BIOFIN work in Mozambique are:
a) Addressing the direct drivers of biodiversity loss by enabling responsible sectors to contribute with positive biodiversity outcomes;
b) Innovating and unlocking non-traditional financing for biodiversity conservation, including from the private sector;
c) Strengthening the role of government and public expenditure in biodiversity conservation and sustainable use;
d) Strengthening institutional capacity and coordination mechanism of government entities for biodiversity financing.
The BIOFIN project in Mozambique is implemented with a management arrangement composed by the core national team and the steering committee. The national team has the project national coordinator providing the technical lead, assisted by a finance and administrative officer. This structure of the project team is not optimum as most of the technical functions, including engagement with key actors, stakeholders, and external partners rely on the national coordinator; therefore, there is a plan to expand the team, to add at least a position of communications and partnerships expert.
The steering committee is the main decision-making body on project activities and strategy, providing institutional and to some extent political oversight to BIOFIN project implementation. It is led by the Permanent Secretary of the Ministry of Land and Environment and composed by the National Director of Environment (MTA), Director of Planning and Cooperation (MTA), Deputy National Director of Planning and Budget (MEF). Going forward the steering committee can be reviewed to include more institutions in line with finance solutions expansion. 
The institutionalization of BIOFIN process and results consists on the approval of relevant policy instruments and internal guideline notes at ministerial level.  Further institutionalization layer in terms of creation new structures and functions to assist the implementation of finance solutions within the Ministry of Land and Environment has been explored and piloted, but with a mixture of success, because sustainability is a challenge and capacity building is required on continuous basis.
[bookmark: _Hlk97904209][bookmark: _Toc220508654]Overview of key results
[bookmark: _Toc220508655]Implementation of Finance Solutions
[bookmark: _Toc220508656]Biodiversity Offsets
Biodiversity offsets are measurable conservation outcomes resulting from actions designed to compensate for significant residual adverse biodiversity impacts arising from development projects after appropriate prevention and mitigation measures have been taken. The goal of biodiversity offsets is to achieve no net loss and preferably a net gain of biodiversity on the ground, with respect to species composition, habitat structure, ecosystem function and people’s use and cultural values associated with biodiversity.
The objective of implementation of biodiversity offset finance solution is to develop of regulatory instruments, technical tools, and build institutional capacity to allow implementation of Biodiversity Offsets Mechanisms in Mozambique, in partnership with the Government, BIOFUND and COMBO/WCS. The leading government institution in the development of this finance solution is the National Directorate of Environment.
In Mozambique, the legal provision of a need, for certain category projects in terms of magnitude of environmental impacts, to implement biodiversity offset impacts to compensate for residual negative impacts on biodiversity, was first laid out in the reviewed regulation of Environmental Impact Assessment process, Decree No 54/2015 of 31st of December, The regulation, the EIA regulation, however, indicated that the implementation of biodiversity offset should in turn be guided by a specific regulation to be developed. While identified as a policy gap, this was also an opportunity for subsequent work to support the government in addressing the legal framework requirements for implementation of biodiversity offsets in Mozambique.
In 2016, the World Bank commissioned a study designed Roadmap for Biodiversity Offset in Mozambique, which analyzed the possible drivers, the legal and institutional feasibility, as well as the technical options and mechanisms for implementation of offsets. Then in 2018, with the launching of COMBO initiative in Mozambique, implemented by WCS, an agreement was established with the Ministry of Land and Environment through the National Directorate of Environment, to support the government in the development of necessary tools for an effective implementation of biodiversity offsets. BIOFIN project along with BIOFUND, also joined this partnership to share expertise and comparative advantage of each entity, to influence government in the same direction towards the creation of conditions for positive biodiversity finance outcomes with the implementation of biodiversity offsets mechanism in Mozambique.
The work to envisaged to be carryout out under this joint initiative, entailed, among other things, the following:
· addressing the policy and legal framework gaps trough development of adequate legal instruments for biodiversity offsets;
· Building institutional and technical capacity of government to oversight implementation of biodiversity offsets;
· Training of stakeholders from public sector, private sector, civil society organizations, academic institutions and the general public on concepts of Mitigation Hierarchy, No Net Loss and Biodiversity Offset;
· Development of technical tools such as metric tools to assess ecosystem condition on offsets in the implementation sites;
· Legal and technical advisory to the government throughout the implementation process.
· Establishment and support of a technical unit within the Ministry of Land and Environment.

Therefore, the first achievement or progress milestone was the buy in or the agreement with government to work with this partnership in the development and implementation of biodiversity offset mechanism in Mozambique. Additionally, from the institutional point of view, this was strongly supported by the establishment of a Technical Working group for Biodiversity Offset, composed by officials from the following institutions:
· Ministry of Land and Environment – National Directorate of Environment, National Directorate of Forests, National administration of Conservation Areas;
· [bookmark: _Hlk108520278]Ministry of Mineral Resources and Energy – National Institute of Mines 
· Ministry of Seas, Interior Waters and Fisheries – National Institute of Fishery Research; National Administration of Fisheries
· [bookmark: _Hlk108523737]Ministry of Housing and Public Works – National Administration of Roads
· Academic Institutions – Eduardo Mondlane University, Pedagogic University, Lurio University, and others
· Private sector – Mozambican Association for Environmental Impact Assessment, mining and oil companies.
The application of the mitigation hierarchy and biodiversity offsets framework provides an alternative mechanism for financing biodiversity conservation in Mozambique, particularly for the conservation areas network mostly lacking funds to implement their conservation programs, and in defined key biodiversity areas. This is also a mechanism to harmonize economic development with biodiversity conservation outcomes.
Training of stakeholders for awareness raising and capacity building
The training of stakeholders on the concept of mitigation hierarchy, and biodiversity offset concepts, not net loss and biodiversity offset has been a significant investment of the country program with its partners. The target groups for the trainings the stakeholders from the public sector, private sector, academic institutions, civil society organizations and the general public.
Although the training and capacity building of relevant stakeholders in these concepts, was identified from the onset as a need and a key component of the program, given that the concept were relatively new in our context, the program could not have precisely determined the extent of those needs. Only experience and practice would inform about the exact level of challenge in training and the intensity required, the adequate approaches and the necessary flexibility to adapt over time and with different type of audience.  This in part was because of the significant knowledge gaps on the concept of biodiversity offset, which is normal; but also because of the skepticism with which the concept was faced at the beginning. 
To overcome these challenges, it was necessary constant adaptation on the content of training material and strategies to reach out a large base of audience to better socialize the concepts. This included use of following strategies:
· Simplification of the content in training and respective material and keep adapting,
· Use various events fora to discuss the biodiversity offset concepts and implementation;
· Production of audio-visual material for dissemination of key concepts and processes, including the use of infographics and animated design.
· Employment of academic institutions to help to further disseminate the concepts;
· Involve other public institutions as implanting partners of specific components of development process.
The contribution of training and capacity building activities towards the positive finance outcome under the country program has been as following:
· More than 1000 people participated in training about mitigation hierarchy and biodiversity offsets in Mozambique.
· More than 80 institutions from government, private sector, civil society organizations, academia, engaged in the development of the mitigation hierarchy and biodiversity offsets mechanism in Mozambique.
Addressing policy and institutional gaps
This is probably the most significant component of the program, as it leads directly to creation of institutional and legal framework conditions for implementation of biodiversity offset mechanism in Mozambique. Several activities have been implemented by the program under this collaborative initiative, to support the government in addressing key policy and institutional gaps. These activities were conducted through specialized consultancies, provision of legal advisory services, facilitation of technical discussions and advocacy.
The highlighted activities are the following:
· Socialization of key instruments approved for the implementation of biodiversity offset mechanism in Mozambique, namely the Directive on Biodiversity Offsets (Ministerial Diploma Nr 55/2022 of 19th of May) and the Ministerial Diploma 118/2022 on the Reviewers of Environmental Impact Assessments for Category A+ projects.
· conducted rapid diagnosis to understand the main updates in the last 4 years (2019-2023) on policies, international commitments, platforms and internal capacities relevant to compatibilization of development projects with environmental and biodiversity issues.

The implementation of biodiversity offset finance solution is presenting a significant progress, especially in the development policy, legal and technical tools, including the uptake and adoption. This will lead to institutionalization and consolidation of the finance solution, and thus generate the positive biodiversity finance outcomes in medium-term.  
The mitigation hierarchy concept serves as an important mechanism to enhance biodiversity conservation in Mozambique, providing means for project developers to mitigate the adverse effects of their impacts in the environment, to contribute to the achievement of national conservation objectives, as well as channeling additional funds to maintain biodiversity and its ecosystem services in areas with limited financial capacity to implement their programs deliver biodiversity positive results.
To date, progress of adoption and implementation of finance solution outputs and institutionalizing nature-positive changes, is illustrated by:
· Improved the technical capacity of the Ministry of Land and Environment for implementation and oversight of biodiversity offset projects through development of administrative tools such as the development and configuration of an online module for registry of offset projects, integrated into the Environmental Licensing Management System (SGLA) platform.
· The SGLA platform as well as the Online for registry of biodiversity offset projects are hosted at the National Directorate of the Environment and managed by the Biodiversity Offset Unit
· The administrative capacity of the Biodiversity Offset Unit, the Environmental Impact Assessment Department, and the General User´s knowledge on SGLA platform, have been enhanced by the development of a detailed User Manual. The presentation of the manual to the stakeholders and SGLA platform general users’ trainings continued 2024.
· Finalized the development of the Implementation Manual of the Directive on Biodiversity Offset, which intends to be a detailed guiding instrument in the interpretation and implementation of the approved legislation on biodiversity offset (Ministerial Diploma Nr 55/2022, of 19th of May).
· Trained about 120 stakeholders from public sector and private sector at national and provincial levels on technical aspects and application of the directive on biodiversity offset. The target group included officials from institutions such as the National Directorate of Environment, the National Institute for Mining, national Administration for Fisheries Provincial Services of Environment and Territorial Development, mining company, oil and gas companies, consultancy firms and legal advisory firms, and civil society organizations; to address the needs of developers, regulators and implementors of future biodiversity offset programs. 
· Organized an experience exchange excursion to Nampula province in the Northern Region, to learn about the best practices in the implementation of Mitigation Hierarchy in a mining plant, at The Moma Titanium Minerals Mines. operated by Kenmare, in which took part 40 participants from 9 institutions. As part of its biodiversity offsetting proposals, this company plans to establish and develop a new conservation area, to protect key ecosystem and biodiversity occurring in that region. 
· Consolidated the establishment of the Biodiversity Offsets Unit within the National Directorate of Environment, with capacity building activities and practical testing in the operationalization of established systems such as the online platform for biodiversity offsets registry.
· Rolled out training modules and capacity building in the use of the online platform for biodiversity offset projects registry, one of the outputs of the BIOFIN project.

In the implementation of pilot biodiversity offset project in the north, in Memba coastal district of Nampula, the COMBO program is exploring the engagement of local communities in coastal ecosystems rehabilitation and restoration activities with income generation. The objective is to test effective models of local community engagement in implementation of real biodiversity offset projects. This represents a meaningful way of social inclusion, with offsets projects going beyond conservation outcomes to achieve social benefits.
A major contribution in the implementation of biodiversity offset mechanisms is expected still expected from the BIOFIN project, with the conclusion of the assessment study of terrestrial protected areas and other key biodiversity as potential receptors of real biodiversity offset project. This study has already been commissioned, only awaiting contracting of a consultancy firm by UNDP CO.
[bookmark: _Toc220508657]Results-Based Budgeting and Improved Resources Mobilization
Results-Based Budgeting is a planning approach that enhances formulation of programs and budgets that are driven by a set of desired results, which are articulated at the outset of the budget formulation process. As a finance solution, the aim is to increase public funding allocation to biodiversity programs.
Results-Based Budgeting is one of the Signature Finance Solutions of BIOFIN project globally, and Mozambique sees an opportunity to implement it, under the support of BIOFIN project.
Therefore, BIOFIN intends to support and assist the Ministry of Land and Environment in establishing and implementing the tools that will allow formulation of biodiversity programs and budget that emphasize outcomes to be achieved, in alignment with government socioeconomic goals for this sector, defined either in the Government Five Year Plan or Guidelines for Annual Economic and Social Plan on which budget allocation is based. The objective of this finance solution is to strategically improve coordination and synergies in the planning and reporting process of biodiversity results-based actions within responsible government entities, improve the capacity of Mozambique to mobilize resources, including from public funding, for the conservation of biodiversity and the sustainable use of natural resources, especially the implementation of NBSAP to meet national biodiversity targets.
The Implementation of biodiversity results-based budgeting, and improved resource mobilization finance solution, seeks to contribute to BIOFIN positive finance outcomes by helping to develop and institutionalize decision-making tools that are conducive to more resources for biodiversity financing.  
Building on the need to reduce the finance gap for biodiversity conservation in Mozambique, while strengthening the role of government in financing nature though public funds, it was designed this finance solution to support the Ministry of Land and Environment to implement actions towards that goal. The work begun with discussions among the biodiversity working group, an inter-institutional technical group comprised of government officers working on biodiversity related program and issues, which is coordinated by the Ministry of Land and Environment in its overarching role under the NBSAP. 
One of the big challenges identified was the lack of harmonized approaches with which to coordinate formulation of programs and planning of activities contributing to biodiversity conservation and sustainable use, to benefit from public budget allocation. Moreover, consistent reporting of outcomes from biodiversity programs, including harmonized set of indicators, was another area that required strengthening under the NBSAP framework, to facilitate monitoring of its implementation. 
Consequently, BIOFIN project, in the implementation of this finance solution prioritized the development of biodiversity planning and reporting tools, aligned with the new state, planning and budgeting framework, which also is aimed at results rather than activities; therefore, the designation of biodiversity results-based budgeting. The second component of this finance solution was related to enhancing external resource mobilization capacity within the Ministry of Land and Environment, to invest in environmental and biodiversity programs.
Concrete steps in the implementation of this finance solution with partners, namely the Ministry of Land and Environment through the National Directorate of Environment and the Directorate of Planning and Cooperation, started in 2021 and the progress is described below.
· Drafting of the biodiversity planning tool to be applied by program managers at different levels, from national to provincial, with a set of structured results guiding the process, linked with contributing outputs and activities. (October 2021)
· Development of biodiversity indicators matrix to be used across different programs and projects, to monitor threats, status, losses and trends and facilitate integration.
· Development of a reporting model proposal based on defined set of indicators; therefore, harmonized with the indicator matrix. (October 2021)
· Development of a structure of biodiversity finance unit, including functioning mechanisms to coordinate resource mobilization in the Ministry of Land and Environment. (December 2021)
· Organization of two technical meetings with staff of National Directorate of Environment to discuss preliminary versions of drafted instruments. (September – October 2021)
However, the process of implementation of this finance solution, namely socialization of developed proposals of instruments, which should lead to validation and institutionalization is still registering slow progress since 2022, and some of the previously reported challenges continue to bear an impact, such as. 
· Limited availability of the Directorate of Planning and Cooperation to hold technical meetings to discuss drafted instruments;
· Unavailability of project funds to conduct activities, maintaining soft engagement with partners and stakeholders;
· Lengthy and complex process of compiling, reviewing and updating key project implementation documents, such as the Country Implementation Strategy, Technical Proposals of Finance Solutions and Multiannual Work Plan. For some reasons, these documents had been overlooked for some time. 
· Untimely planning of annual activities which prevented early alignment with key institutions processes and stakeholders availability. 
· An apparent change in institutional priorities within the Ministry of Land and Environment, particularly with regard to the creation of resource mobilization unit, for which the process has stalled.

Given these challenges, the BIOFIN team, in coordination with technical focal points has sought strategies to steer the advance of this finance solution to achieve results. A key measure identified is the shift the leadership in developing the required instruments to the Ministry of Economy and Finance but still keeping the Ministry of Land and Environment in the coordination process.
Organized technical meetings with planning and budgeting officers of the Ministry of Economy and Finance to harmonize approaches for implementation of results-based budgeting finance solution. A key priority going forward remain to drive the process of validation of developed instruments with stakeholders and Ministerial decision-making bodies, followed by institutionalization mechanisms once approved. However, following the observation that the coordination of the Ministry of Land and Environment on this financial solution is faced with many challenges and the process is not registering tangible progress, a new strategy was sought, shifting the coordination to the Ministry of Economy and Finance.
The developments so far are as following:
· Held technical meetings with a team of international consultants engaged assisting Ministry of Economy and Finance in implementation of public sector finance administration reform, to help identify a roadmap for results-based budget for biodiversity.
· Identified the steps and key actions to implement the results-based budget for biodiversity in line with national planning and budgeting frameworks.
· Defined a new operational plan for development of results-based budget instruments for biodiversity, which was discussed and agreed upon by both the Ministry of Economy and Finance and the Ministry of Land and Environment. 
Therefore, for the operationalization of Results-Based Budget for biodiversity, it was identified the following tools to be developed:
· Technical guidelines for integration of biodiversity actions in the Planning and Budgeting Module of the State Finance Administration System.
· Guidance Manuals to train planning officers responsible for biodiversity programs at central and provincial levels.
· Integrated platform for planning and monitoring of biodiversity actions at national level and from all entities.
The project in coordination with the technical teams of concerned institutions, namely the Ministry of Land and Environment and the Ministry of Economy and Finance, have worked to elaborate the Terms of Reference which will guide the development and implementation of those tools. The Terms of Reference have been approved early in December, by competent National Directors, and submitted to UNDP Country Office for subsequent procurement process of consultants to develop de necessary tools. However, operational challenges in the procurement of expert consultants to develop the tools, are undermining the implementation. The Environment Unit of the Mozambique CO has been facing systematic delays with its procurement processes, an issue that need to be addressed strategically at different levels. 
[bookmark: _Toc220508658]Insurance Tools for Mangrove Protection in Coastal Areas 

Recognizing the ecological, economic, and social value of mangroves and the threats they face, the Government of Mozambique launched a National Mangrove Management Strategy. This strategy envisions a healthy, resilient mangrove ecosystem that supports ecological functions and provides socio-economic benefits to communities, contributing to the country’s sustainable development. While this strategic framework prioritizes the responsible management of mangroves, there remains an urgent need to mitigate the financial risks associated with adverse weather events, which are becoming more frequent and severe due to climate change. 
To address this gap, BIOFIN project in Mozambique has proposed to work in the development of parametric insurance tools to protect mangrove ecosystems against disaster risks in coastal areas. This finance solution underscores the role of insurance as a critical tool to mitigate financial losses from climate-induced events, while also promoting nature-positive financing for the sustainable management of Mozambique's mangroves. By leveraging insurance solutions, this initiative aims to enhance financial resilience, support post-disaster recovery, and catalyze investments in the long-term conservation and management of this vital ecosystem.

In developing this finance solution, BIOFIN project proposed to work with the UNDP Insurance Risk and Finance Facility to provide technical and expert backstop to the process. The mangrove protection insurance solution will be embedded in the Pro-Peixe Project implemented by the Institute for Fisheries and Aquaculture Development (IDEPA), where another insurance solution for fisher communities will be developed. 
So far, the activities undertaken under this finance solution include:
· Drafted the initial technical proposal of finance solution to discuss with the Senior Technical Advisor.
· Engaged in technical discussions with the IRFF team and developed a concept note to guide the work undertaken under this finance solution, in partnership with relevant stakeholders.
· Presented the initiative to government counterparts, especially IDEPA who is leading the Pro-peixe project and the Ministry of Planning and Development
· A detailed umbrella concept for insurance solutions under the PRO-Peixe project developed by a consortium from the Insurance Development Forum (IDF) and submitted to the InsuResilience Solution Fund for additional funding and wider technical support in the development and implementation.
· Organized an in-country mission by IDF to engage with stakeholders and conduct assessments on the ground.


[bookmark: _Toc220508659]Social inclusion stories
BIOFIN program works mainly in areas of policy upstream, development of legal and technical instruments, provision of technical assistance and awareness raising for biodiversity financing, and institutional capacity building. Nonetheless, the outcomes of envisaged changes should be inclusive.  Social inclusion addresses how different groups such as man, women, youth and local communities are engaged in the process, and most importantly, what are the considerations about the impacts of biodiversity financing those different groups.
One of the observations of the project is that technical discussions of development of policy instruments and biodiversity financing, are skewed towards engagement of institutional stakeholders. This tendency excludes voices and views of people not linked to any institution, especially women and youth. At BIOFIN project level efforts have been made to engage youth in awareness building and technical discussions for the implementation of offsets.  This was done in the format of side events of other national biodiversity workshops, seminars and expositions, to target these specific populations in the engagement process. For instance, the Annual Biodiversity Exposition events organized by BIOFUND with support of partners including UNDP and BIOFIN project is good platform, to achieving that, and has been attracting more students and youth groups, because of the learning sessions and discussions about biodiversity featuring there.
On the outcomes side, specific considerations were made during the technical proposals, of the biodiversity offset regulation. For instance, to value the efforts of local communities in preserving some of the key biodiversity areas across the country, it was proposed that those areas should be prioritized to receive offset projects.  It was recently concluded a mapping and classification study of key biodiversity areas (KBAs) in Mozambique, which identifies critical areas to benefit from conservation efforts outside legal protected areas. In doing this, the selected areas will benefit from biodiversity enhancement activities under offset schemes, which could include restoration programs employing local communities' members. 
For example, under the whole biodiversity offset mechanism, in the implementation of pilot biodiversity offset projects in the Maputo National Park which entailed suppression and control of invasive vegetation species to improve the ecosystem conditions, it was employed some approaches of social inclusion. These included employment of local community members for physical removal of Eucalyptus spp. trees and engagement of undergraduate students through an internship program to monitor the process. Furthermore, in the implementation of pilot offsets in Memba district, in Nampula province, local communities will be engaged in the rehabilitation of coastal ecosystems such as mangroves, with some financial benefits.
These approaches will encourage the continuous participation of these two social group members in the conservation efforts due to knowledge gained and behavior change, but also generate some socio-economic benefits through employment.
However, more approaches of social inclusion of BIOFIN project will be sought, and experience from other countries programs will be valuable, so that similar opportunities can be identified and enhanced throughout the project implementation in Mozambique. More opportunities for social inclusion are envisaged with the implementation of the new finance solution on Insurance Tools for Mangrove Protection in coastal areas. Once the solution is in place, rehabilitation of mangrove ecosystem will be done with employment of local community with 40% to 50% of women participation, which will provide income generation opportunities.

[bookmark: _Toc220508660]Lessons learned and adaptive measures:
The BIOFIN project is in essence a learning process, from the methodology phase through the implementation phase. The concepts of biodiversity financing that works around, were new to project staff at national level, at least in practical terms; let alone the other stakeholders. This situation implied that significant effort was required in researching and learning on different biodiversity finance concepts. Moreover, it was necessary to build a common understanding of those concepts based on practical experiences from our own context, with which national stakeholders could relate to. However, that is not sometimes a smooth process; therefore, requiring continuous learning and adaptation. 
Up to this stage, the main lessons learned from the implementation of BIOFIN process in Mozambique are summarized as following:
The need for consistent but adaptative awareness raising and capacity building practices
This entails among other things, constant assessment of stakeholders needs in terms of content of training, as well adaptation of training material and delivering strategies. For instance, in the implementation of biodiversity offset finance solutions, the initial material used to discuss mitigation hierarchy, no net loss and biodiversity offset concepts; proved to be complex, and there was need to adapt to more simple material, and build a common understand of concepts using a bottom up approach, and build definitions that stakeholders could relate to.
Wide involvement of stakeholders from different institutions
Stakeholder involvement in the process should be sought as early as possible and covering as wide a base of institutions as possible. Sometimes we may have the tendency to select specific institutions and stakeholders to be engaged, deliberately leaving others out, under the assumption that we have the right people on board. As processes evolve, however, the dynamics of engagement may change, with some stakeholders more involved and interested than others irrespective of the institutions they represent. Interested stakeholders will hopefully continue supporting project developments, and possibly influencing others in a positive way about the process. 
For example, the active engagement of the National Directorate of Forest later in the activities of biodiversity offset mechanism development, proved to be pivotal for the approval and implementation of pilot offset in the Licuati Forest Reserve, which paved the way for the acceptance by ANAC of similar intervention in Maputo National Park.
Building Partnerships 
Partnerships are strategic in processes such as biodiversity financing and finance solutions development, given the complexity and the long pathway they make take. Partnerships help to sustain the momentum of initiatives and provide a platform for idea exchanges and continuous learning.
In the case of Mozambique Country Program, this is shown by the early recognition from the project management team, of the need to establish partnerships with other initiatives to work jointly on specific biodiversity finance solutions, not only to build synergies, but also to maximize efficiency and effectiveness of available resources. This also allow the project to tap into additional technical capacity through collaboration.
Government leadership
Government institutions leadership is fundamental for the success of finance solutions implementation. However, sometimes government interest in certain initiative is aligned with projects efforts, until something else happen at broader policy landscape to help to understand the relevance of proposed solutions. For instance, only after the National Development Strategy was updated and required new frameworks for its operationalization, the Ministry of Land and Environment understood the relevance of results- based planning and budgeting approaches that BIOFIN has been proposing for some time. Therefore, one of the lessons, is that new policy developments can provide the background for a rapid implementation of a biodiversity finance solution.



[bookmark: _Toc220508661]Risks
[bookmark: _Toc220508662]Programmatic risks (risks to the programme)
Despite the supportive environment and government commitment to developing new instruments or mechanism to finance biodiversity in Mozambique; there are certain risks to be monitored, as they can influence the effective implementation of finance solutions. To some extent, these risks may be beyond the control of project management, still it is important to track, so that whenever possible, some adaptative measures can be lined out. In addition, the level of risk may change over time.
The main risks to be considered under the BIOFIN country program in Mozambique are the following:
Continuous instability situation in the north and delayed investment decisions of natural gas projects and others
The implication of this risk is the unavailability of investment projects to implement real biodiversity offsets on the ground, as a requirement under the EIA regulation framework. This means that opportunity to observe how a concrete offset program fair would be missed out by the project during its timeframe. This risk may be exacerbated by economic crises caused by high fuel prices and consequent negative impacts on the economy. However, this risk is mitigated by the fact that projects currently under implementation will be required to implement offsets when renewing their environmental licenses, a process that is done every five years. 
Challenging financial arrangements
This is a present risk, as project funding is key to initiate new approaches or finance solutions but often are limited in amount and timeframe, and in some cases, funds may end before the consolidation of the outputs and outcomes. This may affect the finance solutions under implementation in Mozambique, the biodiversity offset and results-based budgeting. The biodiversity offset counts with multiple sources of funding as it implemented as a joint initiative. However, in both cases, it is important to identify other windows of funding through a resource mobilization strategy to help consolidate the results of implementation of finance solution. In addition, project funds should be seen as catalytic, and constantly looking into ways to build synergies with other initiatives. This will particularly be important with the third finance solution under development to work on establishment of risk insurance tools for protection of mangrove ecosystems against climatic hazards.

Government personnel mobility
Government official mobility is a constant phenomenon in Public Administration in Mozambique. As implementation of finance solution requires strong support from key officials, who often encourage others to work on proposed approaches, maintaining engagement of such officials is fundamental. However, staff turnover occurs from time to time, beyond the control of project management, and potentially affecting program implementation by having officials that may not be fully aligned. 
This risk is mitigated by institutionalization of the process and approval and adaptation of appropriate legal instruments. BIOFIN project is already supporting that process and will continue to do so, ensure consolidation of outcomes.
UNDP CO operational challenges
The UNDP Country Office is continuously faced with operational challenges which affect smooth project implementation. These challenges are compounded by the fact that BIOFIN is direct implementation modality project, hence all activities can only be executed with the support of UNDP CO operations support. For example, procurement has been one of the areas where delays undermine contracting of services, especially consultants to deliver specific project outputs. In addition, a recent departure of the project manager, without a swift and effective replacement by the CO has hampered project momentum and engagement with stakeholders.

Country Political Environment
2024 was another electoral year with general elections (presidential and legislative) that took place on October 9, following the municipal elections having taken place in October 2023. Normally, this is a period of high political tensions, and the normal functioning of public administration institutions is negatively affected as most managers and technicians have a stake in the electoral processes. 
Similarly to what happened after the municipal elections official results announcement last year, this period has been charged with massive protests and demonstrations against the allegedly fraudulent official results. These protests started on the 21st of October and have been called by the one of the main opposition leaders, who has strong support from youth in urban areas and civil society organizations. In fact, the protests have escalated beyond electoral matters and have become wide socio-political grievances from some segments of society, with the police responding with some violence, which has resulted in several casualties and injured.
The protests take various formats along this period, massive public demonstrations, closing of businesses, road blockage, and limitation of operation of main business infrastructures such as ports, airports and border posts. Even public administration services were operating with severe restrictions as staff most of the time are not able to reach their place of work.
This period was followed by a period of formation of the new government after round of political dialogues, to bring the political tension down. However, the structure of the new cabinet brings some risks in the flexibility of implementation of project activities because of the significant changes in government institutions arrangements, some of them are not yet settled or completely understood. Therefore, 2025 was a year of transition with lack of clarity and ambiguity in terms of government functions and structures, and the personnel responsible for specific subjects. For instance, many departments had no organic structure beyond mid-year.
Lastly, at country project level, there has been a change with the departure of the project coordinator as he has taken a new role with the BIOFIN global team. This situation created disruptions in the project activities, especially on engagement with national stakeholders, as well as in the operational implementation of some activities. Until the end of the year the position had not yet been filled on a permanent basis.

Table 2: Risk register for BIOFIN [Mozambique]
	#
	Description
	Date Identified
	Type
	Impact &
Probability
	Countermeasures / Mngt response
	Owner
	Submitted, updated by
	Last Update
	Status

	
	Enter a brief description of the risk
	When was the risk first identified?
	Environmental
Financial
Operational 
Organizational
Political
Regulatory
Strategic
Other

(In Atlas, select from list)
	Describe the potential effect on the project if this risk were to occur

Enter probability on a scale from 1 (low) to 5 (high) 
P = 

Enter impact on a scale from 1 (low) to 5 (high) 
I =
	What actions have been taken/will be taken to counter this risk?
	Who has been appointed to keep an eye on this risk?



	Who submitted the risk?





	When was the status of the risk last checked?




	For example: no longer relevant (i.e., P and/or I would = 0, if 0 was an option), reducing, increasing, no change




	
	Change in government institutional arrangements following the election of new president
	December 2024
	Political
	Movement or change in sectoral mandates from one ministry to other, requiring more time to build working relations with new entities.

Probability: 4

Impact: 4 

	Prepare summary project briefs to onboard new government leaders and personnel on project activities
	Project Manager
	Project Manger
	
	

	
	Political tensions and social unrest during or after general elections
	October 2023
	Political
	Restricted availability of government counterparts to engage in project activities;

Restricted space for public events such as workshop and others

Probability: 3

Impact: 5
	Plan critical activities to take place before that period
	Resident Representative
	Project Manager 
	October 2024
	Worsened

	
	High turnover of government staff including change of institutional mandates
	October 201
	Organizational 
	Disruption in implementation of agreed activities

Probability: 3

Impact: 4
	Back up plans to constantly engage the stakeholders and explain the process
	Project Manager 
	Project Manager
	June 2024
	Increased after election cycle

	
	Changes in UNDP corporate management platforms and project implementation processes
	January 2023
	Organizational 
	Delays in internal processes while adjusting to new processes and acquiring relevant knowledge

Probability:4

Impact: 3

	Timely engage in training webinars regarding the changes in process
	Project Manager 
	Project Manager 
	June 2024
	Prevalent 

	
	Delays in procurement of processes for implementation of activities
	December 2024
	Operational
	Inability to deliver on specific activities of finance solution implementation

Probability:4

Impact: 4
	Engage the Environment Unit leadership and assess options to bring in additional capacity for procurement functions, even in a temporary basis
	Project Manager
	
	
	Prevalent

	
	Change in project management arrangements with the change of role of former project manager
	June 2025
	Operational
	Disruption in the engagement with key stakeholders and project activities implementation as the new project manager is brought on board and get familiarized with the process.

Probability: 5

Impact: 4
	Engage with the Senior Technical Advisor to plan and swiftly start the recruitment process of a new project manager
	Env. Unit Team Leader
	
	
	Prevalent


.


[bookmark: _Toc220508663]Social and environmental risks (of the programme)
The BIOFIN country programme does not generate additional social and environmental risks. Indeed, the programme works to mitigate existing risks by integrating UNDP’s programming principles for strengthening social and environmental sustainability (SESP), and the programme is directly aligned with Standard 1 of the project-level standards therein, Biodiversity Conservation and Sustainable Natural Resource Management.
However, going forward, it will be important to assess the social and environmental impacts of the implementation of finance solutions on the ground from concrete projects and not the pilot ones. For example, the implementation of a real biodiversity offset project on the ground associated to a development project, might generate some environmental and social impacts that need attention and addressing. Yet, in this example, it is not expected major issues as the implementation of offset program is under a comprehensive Environmental and Social Impact Assessment and Management framework, whereby most of the impacts might have been identified and addressed through relevant management instruments.
It is important to highlight that the CO has been strengthening the internal capacity to implement SES standards including oversight at country level, in collaboration with RBA SES focal points. It has been created a SES committee and the BIOFIN project coordinator is one o the focal points in representation of the Environment Unit, which means that the BIOFIN project can benefit for this experience in planning, implementing and monitoring SES where relevant.







[bookmark: _Toc220508664]List of annexes and related notes
The following annexes are included in this report:
[bookmark: _Toc220508665]Annex 1: Indicator Tracking Table (in Excel)
[The Indicator Tracking Table provides an up-to-date snapshot (subject to the availability of related data) of progress made towards the BIOFIN country programme’s M&E indicator targets.
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