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In 2005, a Chinese state-owned enterprise, China Grains & Oils Group Corporation Africa (CGOG Africa), planned a joint
venture with Aruangua Agro-Industrial Limitada, a Mozambican enterprise owned by a local businessman with close ties
to the ruling Frelimo party. With a projected investment of US$5.5 million, this project would have been one of the largest
Chinese investments in agriculture in the country. However, the project never materialized for reasons that remain
undisclosed. Several explanations have been advanced for the failure of this project, including the withdrawal of
investors, an unclear regulatory environment, and financial and technical difficulties.

WANBAO IN THE LIMPOPO LOWER VALLEY

The Hubei Gaza Friendship Farm was established in 2007 in Xai-Xai, the capital of Gaza Province, by an agreement that
permitted Hubei Lianfeng Mozambique Co., LDA, a Chinese state-owned company, to produce rice in the Xai-Xai
irrigation scheme. After three years of operation, HLMO Co., LDA began to experience financial and material difficulties.
In 2011 it was replaced by Wanbao Africa Agriculture Development Limited, a private Chinese company.

Wanbao was given a concession of 20,000 ha for a period of 50 years. However, as of 2014, Wanbao is only using
approximately 7,000 ha of this 20,000 ha concession: in Chicumbane, about 4,000 ha are being used to grow rice, and
1,000 ha are being used to grow maize. In 2013, serious floods affected the Chicumbane plots. The remaining 2,000 ha in
use are in Chimbonhanine, and are also used for rice cultivation. In addition to rice and maize, Wanbao is also working
with the local government to identify an area to implement a cotton production project.

According to its 2013 annual report, the China Development Bank (CDB) considers Wanbao to be “China’s largest
agribusiness project in Africa.” By the end of 2013, the CDB had disbursed US$20 million for this project. Moreover, in
November 2013, US$10 million was granted to the Wanbao project through the Fund for Cooperation between China and
the Portuguese-speaking Countries, becoming the first project to benefit from the Fund since its creation in June 2013 by
the China Development Bank and the Macau Business Development Fund.

Wanbao uses two agricultural models:

(1)  Free Training for local farmers in Chinese rice technical production. As of 2013, two groups of farmers had received
training: a group of 25 farmers was trained in 2012, and a group of 40 farmers began its training in 2013.

In learning how to use Chinese rice technology to increase agricultural productivity, farmers are first trained in an
area of 1 ha over a period of one year. Subsequently, farmers are moved to an area of 4 ha or 5 ha where they are
assisted in the stages of rice production, with the company providing all materials and means of production. At this
stage, the farmers must pay 50 percent of the total production costs before the Chinese company will provide
agricultural assistance. Farmers must often ask for bank credit in order to pay for this assistance. The farmers then
have to pay the remaining 50 percent of the production costs to Wanbao after the harvest. To facilitate this process,
the Chinese company buys rice from the farmers and subsequently deducts the service costs from their income.

(2)  Subcontracting Chinese farms.

Thus far, Wanbao has subcontracted its land to four Chinese state-owned agribusiness companies: two companies
from Hubei province share an area of about 1,300 ha, and two companies from Heilongjiang Province share an area
of approximately 6,000 ha. At these farms, Wanbao is responsible for providing all agricultural inputs (e.g., seeds,
herbicides, fertilizers, pesticides), and for constructing all agricultural infrastructure, including irrigation system

improvement, roads, and processing factories.
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