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MOZAMBIQUE HAS OIL, BUT WILL

        IT BE NIGERIA OR NORWAY?

“Within a couple of years” Mozambique will become “a highly natural resource dependent economy comparable to countries like the Republic of Congo, Gabon, Norway, Trinidad and Tobago and Zambia”. In addition, Mozambique “probably” has oil, which will have a big impact, even if Mozambique is only a small producer by international standards, according to report released in June by the Ministry of Planning and Development. 
The report is highly provocative, saying “we consider Mozambique to be highly vulnerable to a resource curse caused by the negative impact that natural resource wealth may have on the economy through its deteriorating effect on institutions. The institutional quality in Mozambique is arguably very weak and not significantly improving.”
“Australia, Canada, Norway and Botswana have been able to use their rich natural resources to embark on a sustainable high-growth path” but in Nigeria, Angola, Sudan and Sierra Leone “natural abundance has not lifted these countries from the lowest ranks of the Human Development Index”. The report then asks, “what can we do to ensure that future resource exploration in Mozambique will help to embark on a Norwegian rather than a Nigerian type of development path?”
The challenging report “Exploring Natural Resources in Mozambique: Will it be a Blessing or a Curse” by Aurelio Bucuane and Peter Mulder was presented at a conference in Maputo in September and was quietly posted on the Ministry of Planning and Development website in June:
http://www.mpd.gov.mz/gest/documents/54E_Natural_Resource_Curse.pdf
Mozambique is already a producer of electricity, gas and aluminium, which will all increase, and will shortly produce significant amounts of coal and mineral (titanium) sands. Without taking account of oil, Mozambique’s exports in the next decade will be 40% aluminium from Mozal, 40% energy and minerals, and only 20% other goods. But if Mozambique becomes even a very small oil producer like Tunisia, Chad or Gabon (75,000-200,000 barrels/day), Mozambique’s exports could easily double and be overwhelmingly natural resources. Thus, “Mozambique can be defined as a resource rich country that can be compared to countries like the Republic of Congo, Gabon, Trinidad and Tobago, Norway and Zambia,” the report notes.

The study sees three problems.

+ First, natural resource related projects create few jobs. 

+ Second, because “the government of Mozambique has granted very large tax benefits”, the companies exploiting gas, hydro-electricity and mineral sands will generate “very small revenues for the Mozambican government” – perhaps $250 million a year by 2020.
+ Third, all the major resources are what are called “point resources” which “can easily be controlled by relatively small groups in society” and who may be more interested in their own economic development rather than that of the country. The report notes that the existing mega-projects are “so far characterised by a persistent lack of transparency and granting of extraordinary large fiscal benefits”.
The report is unusually hard-hitting for a government published study. It notes that mineral incomes could be invested to diversity the economy to create a more productive and dynamic economy, but that this will only happen if there is a substantial improvement in institutions. Transparency is key, and the study calls on the international community to put pressure on foreign companies to make their payments to the government public, and on government to join the Extractive Industries Transparency Initiative.
Finally, the report notes that “the government of Mozambique is determined to extract and export is natural resources potential as fast as possible, supposing that this will positively contribute to economic growth and poverty reduction.” Instead, the study says it would be “better to postpone exploration of the resources”, both because prices are likely to rise substantially, and because if would allow time to improve institutions and reverse the trend which has seen that “the regulatory quality and control of corruption have deteriorated significantly since 2000.”
MOZAMBIQUE OIL AND COAL

Mozambique may have significant amounts of oil. Exploration has been continuing since colonial times, but exploitable reserves had never been found. However $100 a barrel oil may make some reserves viable.

When President Armando Guebuza visited  the US in September he also visited Houston, Texas. There he was told by the US oil company Anadarko that there were promising signs that there could be large reserves of oil in the Rovuma Basin on the border with Tanzania. The company says it is “almost certain that oil is there" and will do further explorations, including drilling, next year. The company expects the oil to be off shore, but will also drill onshore test wells. Meanwhile, Canada’s Artumas Group announced it plans to invest $170 mn on oil exploration in the Rovuma basin. Other companies have drilled in the area in the past, without success. 

Meanwhile, the world's largest steel company, ArcelorMittal, is purchasing 35% of the joint venture Rio Minjova Mining and Exploration Company for $2.5 million, with an option to take majority control. The company has licences to mine coal in nearly 50,000 hectares in Tete, close to the area where the Brazilian mining giant, the Companhia Vale do Rio Doce (CVRD), plans to mine. Both companies plan to export coking coal for steel production. 

ArcelorMittal's first venture into Mozambique was in October 2006, when Mittal Steel South Africa agreed to purchase the assets of two ruined Maputo engineering companies, the steel rolling mill CSM, and the wire-drawing company Trefil. Mittal pledged to invest $10 million to make the factories operational. The factories had been linked to banking scandals in the mid-1990s exposed by the assassinated journalist Carlos Cardoso. 

UNDP SAYS POVERTY INCREASING;
         GROWTH NOT ‘PRO-POOR’

Mozambique’s development strategy is not pro-poor and requires “a significant shift”, according to a damning report from the UNDP’s International Poverty Centre in Brasilia. The study “Growth, Poverty and Inequality in Mozambique” by Pekka Virtanen and Dag Ehrenpreis was issued in September and is on

http://www.undp-povertycentre.org/pub/IPCCountryStudy10.pdf

The study points to a big rise in inequality with “a sharp rise in the consumption growth of the richest households in the midst of a large impoverished population. … The recent economic growth in Mozambique cannot, therefore, be considered pro-poor.”

“Overall, the mega-project based development strategy relying on market opening has lost more jobs than it has created” and the “overall impact has arguably been to increase poverty”. In part this is because “the concentration of private and public investment in large capital-intensive projects with little impact on poverty has drained financing from other, potentially more poverty reducing projects.”

Investment in agriculture is “extremely low” and productivity has not changed in the past decade.

The government has “no overarching development vision or adequate mechanism to prioritize, link and co-ordinate activities.” Instead of a vision, there is “a deal between political elite and transnational capital, supported by the IFIs and the donor community.”
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