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MASSIVE ILLEGAL 

LOGGING PROMOTED

BY CORRUPTION

Illegal logging has jumped onto the front pages in Mozambique, triggered in part by a damning report on the plundering of the forests in Zambezia province
Joaquim Macuacua of the Forestry Inventory Department told MediaFax (Feb 7) that the results of a national study show ‘we are losing our forests’. Simon Norfolk of Terra Firma told IRIN (30 Jan) ‘if they carry on at the rate they are going it will be probably three to five years and there won’t be any hardwood resources sufficient to sustain continued production.’ At least two open letters have been sent to President Armando Guebuza. (see attached file)
Canal de Moçambique, a relatively new and good daily newsletter, has been covering the controversy extensively. Back issues are available on-line on www.canalmoz.com
Mozambican law prohibits the export of unprocessed logs of valuable hardwoods. But when they can be sold for $300-$400 per cubic metre, there are many attempts to bypass the law. Corruption and moving logs at night when there are no inspectors on the roads are the main methods. The media note that lorries carrying illegal logs can be seen on roads in the north both during the day and at night, and they are rarely stopped.
In January authorities in Pemba seized 50 containers with 1100 logs, owned by a Chinese company, Mofid. Nampula provincial authorities seized 172,882 cubic metres of timber in 2006.

The full report, ‘Forest governance in Zambezia, Mozambique: Chinese Takeaway!’, by Catherine Mackenzie, was released by Fongza, the Zambezia NGO forum, at the Zambezia development conference 28-29 November. In Portuguese and English, it is posted in the corruption section of my website:

http://www.open.ac.uk/technology/mozambique/p6.shtml

It paints a picture of corruption and incompetence from top to bottom, which is allowing the prized hardwoods to be stripped out of Zambeza’s forests with very little gain for Mozambique or for local people. The rush was triggered by the arrival of Asian timber merchants in Quelimane in 2001. They set up regular ship movements from the port and gave credit to local companies to cut timber.

Authorised exports from Zambezia increased tenfold between 1996 and 2004, from 3400 cubic metres to 35,870. But Mackenzie estimates that real exports are double that. Simple checks of lorries at checkpoints and of a boat in the port showed that timber loads were double what was being declared. Furthermore they include precious wood that cannot be legally exported, and exports are almost all whole logs rather than being processed in any way in Mozambique.
Officially, there should be sustainable management of forests, but Mackenzie cites the ‘sustainable’ plan of Timberworld in Pebane, approved by the government, in which all the valuable timber would be removed from a huge area in just five years.

She argues that there is extensive corruption, especially in the provincial forest service, police and customs. Cutting is mostly done by small Mozambican operators, who say they must pay bribes of $400 to the forestry officials to obtain licences in the first place. They then harvest more than they are authorised to, and pay bribes to police at check points. Sometimes this is facilitated by Asian buyers; Mackenzie cites the example of an Asian buyer standing at a checkpoint simply waving lorries through. Loggers and the log buyers cheat each other. Exports are under-declared, leading to transfer pricing and reduced payment of local taxes.
At local level, local leaders act as gatekeepers and they are often bribed. Sometimes agreements are made with communities to provide local jobs and facilities but these agreements are rarely honoured. Instead, local people steal some of the timber.
Government officials are involved in the timber companies. But political involvement goes right to the top. Mackenzie cites one group of companies, including Timberworld, which include members of the Chissano family. BGM, owned by Bonifacio Gruveta Massamba, is one of the major timber operators in the province. Canal de Moçambique (2 Feb) in an article by Luis Nhachote argues that Bonifacio Gruveta controls Zambezia, and calls him ‘the champion of plunder’ and the ‘protector of predators’. Nhachote adds that the private operator of the port of Quelimane is Cornelder, a company controlled by President Armando Guebuza.
Mackenzie quotes one Asian log exporter from South Africa who explains: ‘We’re not Jesus trying to save people. We do business, and when the business is finished, we go away.’ She  argues that ‘Mozambique’s very fine hardwoods should be reserved for the production of high value products, in niche markets. Given the low abundance of these species, the emphasis should be on quality and not quantity.’ Mozambique should stop exporting whole logs. ‘Mozambique is one of the countries that, given support and investment, could probably establish wood-using industries to supply high value markets, and even to supply components to Chinese furniture makers.’
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IMF PRAISE, 
BUT SALARY CAP REMAINS; 
IMF CALLS FOR
MINING TRANSPARENCY

‘Mozambique is a success story in Sub-Saharan Africa’ writes the IMF in its most recent review of the country, posted on its website on 2 February. Mozambique is largely meeting IMF benchmarks and there are only six benchmarks to be met before June.
The report and a joint IMF-World Bank staff note posted at the same time have high praise for Mozambique. The joint report ‘welcomes’ the decision in PARPA II to put ‘more emphasis on the growth of the productive sectors’.

Unexpectedly, the IMF continues to maintain a cap on the wage bill. This caused controversy last year, when donors complained that this did not take into account aid flows, made it impossible to hire enough teachers and health workers to meet the Millennium Development Goals, and was also counterproductive because it led to donors hiring health workers as part of projects, ‘off-budget’. After extensive discussions in which IMF staff seemed, privately, to accept the point, there was an informal agreement to use a different cap, on ‘domestic primary deficit’. Thus it was a surprise to see the wage cap still in place. The limit has been significantly increased, from around 7 per cent of GDP to 7.5 per cent of GDP for 2007, the paper says this will allow the hiring of 10,000 additional teachers and 3000 health workers. But the cap should be maintained at this level in 2008 and 2009, which makes it unlikely that health donors will be able to bring all project staff on budget.
The fund says that the ‘key macroeconomic challenges’ are:

+ ‘Managing the continued scaling up of foreign aid’, which is 15 per cent of GDP. Particularly important is that Mozambique actually use the foreign currency for imports and spend the domestic counterpart, in order to avoid inflation and deterioration of the exchange rate (‘Dutch disease’)

+ ‘Reducing the cost of doing business’.

+ ‘Buttressing the management of natural resources’. This includes a new mining law, which should go to parliament this year. The government’s memorandum of policies, which forms part of the agreement, says ‘it is expected that the Government will consider to adhere to the Extractive Industries Transparency Initiative (EITI)’. Known as ‘publish what you pay’, it should improve transparency and management of revenues from oil, gas and minerals.
The World Bank and IMF are particularly heavy about the failure to clean up the justice sector. ‘The weaknesses in the justice sector and a lack of transparency will continue to impede the development of a viable private sector, in particular due to the slow contract enforcement process, which makes debt collection costly, slow, and unlikely,’ the joint review says.

Both the Fund and Bank call for an ending of tax exemptions on big projects. Total investment since 1997 has been $4 billion, which has put Mozambique ‘on the global FDI map. But the sector contributes little in taxes. ‘Now that investor confidence in Mozambique is stronger,’ it is time to make investors in the mineral-energy sector pay their way. The recommendation comes just when Companhia Vale do Rio Doce is applying to tax exemptions for the Moatize coal mine (MediaFax 1 Feb) and investors in the Zambeze valley are being offered tax exemptions.
The Bank/Fund joint paper warns that ‘the post-conflict agricultural rebound has largely run its course’, but Mozambique seems to have no policy on how to raise productivity and market access for smallholder farmers.

The Bank and Fund make clear they do not accept the new labour law. The IMF says its provision ‘do not sufficiently address labor market rigidities’. Mozambique must ‘increase labor market flexibility’ and revise the law on ‘working hours (overtime, nights and weekend work), paid leave, and retrenchment costs.’ 
 ‘The lack of process in rural water supply and sanitation remain a concern,’ the joint review notes. In the national plan to fight HIV/AIDS, ‘the mainstreaming of gender issues in the health section is weak, as is the question of vulnerability of younger women to HIV’.

The Bank and Fund continue to push for the use of ‘land use titles’ as collateral for loans. This has always been opposed by government as it is effectively privatisation of land. But government has agreed to look at urban land, which is already widely – and illegally – bought and sold.
The IMF says decentralisation should be slowed down until a fiscal decentralisation strategy is agreed.

+ The IMF review, together with letter of intent and government memorandum, are on
http://www.imf.org/external/pubs/cat/longres.cfm?sk=20349.0
+ The joint World Bank/IMF staff note is on
http://www.imf.org/external/pubs/cat/longres.cfm?sk=20351.0
+ PARPA II in English is also available on the IMF website

http://www.imf.org/external/pubs/cat/longres.cfm?sk=20350.0
======

ADMINISTRATIVE TRIBUNAL

SHOWS ELITES DO NOT

REPAY THEIR LOANS

The Administrative Tribunal (TA, Tribunal Administrativo, a kind of auditor general) has posted its report on the government’s 2005 accounts on its website. It is a massive file, more than 19 Mb, and immensely detailed.

The report exposes some corruption and a lot of incompetence. And it also shows that the nomenklatura are not repaying their loans. A highly controversial issue has been more than $40 million in loans made to companies by the state treasury in 1999-2002; many of the loans seems to have been political, or at least reflected a conflict of interest. For example, a company partly owned by Albano Silva received a loan when his wife, Luisa Diogo, was finance minister.

The TA reports that of 42 companies that received loans from the treasury 1999-2002, only 13 had made any repayments by the end of 2005. Silva’s company is repaying its loan. A company partly owned by President Armando Guebuza has repaid only 1 per cent of its loan. But companies linked to other members of the Frelimo elite are not repaying. (See attached Savana article for more details)

On Banco Austral, the TA reports that 70 loans for 347 MTn (then about $17 mn) were left for the state to collect when the bank was privatised in 2002. These are believed to be the politically sensitive loans. By the end of 2005, only 15% had been collected. Of the 70 bad loans, attempts are being made to collect 44, while 26 ‘are still being analysed.’

The TA also points to many other problems, including failure to spend aid money, improper purchase of houses in Beira, and failures to account for expenditure in health.

The report also analyses income and expenditure and makes some interesting points, for example that twice as much is spent on each school pupil in Maputo city as in Zambezia. In health, the spending in Maputo city per person is three times the spending in Nampula province.

The report also shows that in 2005 Mozal paid about $13 million in taxes, while Sasol paid under $4 million. The TA calls these payments ‘insignificant’. In addition, the government earned $10 million in profits from its shares in Mozal, and $4 million from other state companies. The state has investments in 66 companies, ranging from the Beira oil pipeline to companies long closed.

+ The Tribunal Adminstrativo ‘Relatorio e Paracer sobre a Conta Geral do Estado de 2005’ is posted on

http://www.ta.gov.mz/IMG/pdf/Relatorio_e_Parecer_sobre_a_CGE_2005.pdf

+ The Centro de Integridade Publica comments on the report are on www.integridadepublica.org.mz
+ The Savana article is attached.
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