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SECTION v

Negotiations to end a

15-year civil war are

under way and

fMozambique is

moving towards a

mixed economy and a multiparty

system. However, the rebuilding of

a devastated country which is

dependent on aid will prove a long

haul. Tony Hawkins reports -

First steps on

AMID cautious hopes of a
negotiated end to Mozambi-
que’s 15year civil war, Presi-
dent Joachim Chissano’s ener-
gles are focused on winning at
the polis the victory that
eluded him on the battlefield,

Peace would end an ondeal
that has forced some 3m people
to flee their homes and left
over a quarter of the country’s
15m population desperately
short of food .

So far, however, all that has
been achieved after a year of
informal contacts, mediation
and direct talks is a partial
ceasefire covering the Beira
and Limpopo transport cormi-
dors.

1t could yet fall apart. If the
Renamo rebel movement
believes — as do many observ-
ers ~ that it will lose the elec-
tions that Mr Chissano wants
to hold in mid-year, then it wiil
have little incentive to co-oper-
ate at the negotiating table.

The rebels have already
made one important conces-
sion which augurs well for the
future. They dropped their
ariginal demand that the
2,000-10,000 Zimbabwean
troops, who have been suppart-
ing the government be sent
home. Renamo agreed instead
to their being confined to the
two corridors. :

However, the critical test
will come at the next round of
talks, dua to take place later
this month, for the participants
will be tackling the therny
problem of access to power.
There are many hurdles to be
overcome: the nature of the
electoral process, the timing of
elecilons, control of the admin-
istration during a transition
and access 1o the media.

Once these issues are
resolved — which could take
many months - the two sides
will still have to agree 2 coun-
try-wide ceasefire and a plan
for the integration of their two
armies.

Jopes of a successful out-
come rest largely on sheer war-
weariness pu the gne hand and
the withdrawal of foreign spon-
sorship oo the other. In the
past 18 months, each side hag
lost its main forelgn paymas-
ters with the withdrawals of
South Africa, the Soviet Union
and the fermer communist gov-
ernments of eastern Europe.

The raling Frelimo party,
however, ean still call on the
increasingly reluctant Zimbab-
weans, though for how much
longer s unclear.

Recently, Frelimo has had
the upper hrand, both militarily
and in the peace negotiations.
The astute Mr Chissano has

cutmanceuvred HRenamo,
sheating both its main foxes —
the one-party state and the
Marxist-Leninist economy.

With a reborn Frelimo, com-
mitted o multiparty demoe-
racy, a market economy and
introducing a new constitution
with which few can quarrel,
HRenamo (which has never had
a coherent politlcal pro-
gramme) has littls to offer the
electorate.

Initially the creature of Rho-
desia in the 1970s and latterly
of South Africa, Renamo has
murdered and brutalised its
way to the nepotiating table.
Westerners {ind it inconceiv-
able that such a party, drawn
from the ranks of a ragbag
guerrilla army, could win free
elections.

The odds are not all stacked
against Renamo. There are dis-
affected groups, especlally in
central Mozambique, and Ren-
amo has exploited regional and
ethnic tensions, Intimidation is
bound to feature in the elec-
tions and Frelime can hardly
expect to escape all blame for
the deepening social misery of
the last 15 years.

As the aggressor, Renamo
holds gne powerful card: only
when it agrees will the war
end. The option to go back into
the bush and resume the strug-
gle remains copen. Renamo
might win votes not because it
has a popular programme but
because it convinces voters
that it is the only party capa-
ble of delivering peace.

This is the cne advantage
that Renamo still has and it is
difficult to see how Frelimo
can counter it, other than by
winning the war.

While the people may blame

Renamo for the war, Frelimo's
tolte face on economic policy is
an admission of responsibility
for much of the hardship peo-
ple have suffered.

It is still parly days. Mr Chis.
sano's hopes for a mid-year
poll seem impractical, and elec.
tions are unlikely to ba held
before mid-1992 al the carliest.
However, there are no signs of
any electable third force
emerging to draw votes from
those who have had enough of
both sides.

For all the domestic respact
and international acclaim that
he commands, President Chis-
sano has his own image prob-
lem. The core ideclogy that
sustained the party through

the revolution and the war
against the rebels has been

-turned on its head.

His critics accuse him of
betraying the sociallst revolu.
tion of Samora Machel, Mozam-
bigue's founding president who
died in an air crash in 1985 of
economic and social mism_zm‘
agement on a breathtaking
scale; of corruption and of
presiding over the “re-colonisa.

tion" of Mozanibigue = today
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A partial ceasefire has ralsed ho
come a revival of agriculture,

s Sin P

pas for an end lo Mozamblque's ¢

| war. With peace would

tho malnsiay of the economy, and the ports and rallways could
begin to reap the beneflls of a rehabllitslion programme :

by the denors and tomorrow by
private foreign capital .

It is Ironic that the Marxist
quest for self-reliance should
have left the economy so
heavily dependent on aid. It
has turned the economy into
“the Donor's Republic of
Mozambigue”. The tag is more
than just a cynical gibe. It is a
fact of life.

“Our oil Impert bill alone

- will excead export earnings in

19917, says industry minister,
Mr Antonio Branco. ald
inflows of more than $ibn a
year will be needed throughout
the 1990s. Ald on such a scale
— 76 per cent of gross national
product — carries a health
warning; it is nothing if not
addictive.

Maputo businessmen rank
projects less by their viability
than by their eligibility for aid
= capital or forelgn exchange.

A project is a good one if there
are ltalian, Swedish or Dutch
funds to support it.

Chasing the donor dollar has
become the most Important
game in town, whether one is a
Mozambican businessman or a
foreign salesman. The result is
a dependency culture that is
the very antithesis of what aid
is supposed to achleve,

The uliimate irony is that

" those who bang the market

economy drum the loudest -
the donors — are the very ones
making investment decisions
on the basis of domestic politi-
cal criteria quite unrelated to
market considerations,

Funds are allocated because
they fit the donor favour of
the year — be it human rights,
the role of women, environ-
mental protection or the infor-
mal sector.

Sadly, there is no other
option on the table. The econ-
omy Is in ruins, almost two-
thirds of the population live In
absolute poverty, meaning that
they spend at least 60 per cent
of their incomes on food. There
are 1.2m refugees, mainly in
nelghbouring Malawi, and
another 1.75m displaced people
within Mozambigue.

Finance minister Mr Magid
Osman believes that the war
has cost the country $15bn.
The education system is in tat-
ters; three quarters of primary
{3.200) and 15 per cent of sec-
ondary schools have been
destroyed. Last year, 40 per
cent of the school-age popula-
tion had no access to schoaols,
while another 40 per cent are
illiterate when they leave
school.

The average age of the
vehicle fleet is 20 years; only
half the paved roads and 15 per
cent of gravel roads are in gcud
condition. Foreign earnings
from transport — the ports .'!.mi
railways — fell from $112m in
1881 to an annual average of
$20m in the last three years.

The constraints on develop
ment are obvious: the war and
the run-dewn infrastructure;
acute shortage of skills of all
kinds; the shallow state-domi-
nated financial system; tiny
domestic market; and an
unsustainable foreipn debt and
external payments situation.

The only selution is sco-
nomic aid along the lines of
the Marshall Plan. The priori-
ties are clear — end the war,
revive agriculture, Inject large
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amounts of foreign capital to
rehabilitate the infrastructure,
train the workforce and repay
the debt; dismantle controls,
privatise state enlerprise and
encourage foreign investment.

Mozambique has been a
model pupil for the Interna-
tional Monetary Fund and the
World Bank; it looks to them
and the wider donor cominu-
nity to deliver. They, in tum,
know that if they bungle this
one, what remains of their rep-
utation after a disastrous
decade in Africa will sink with-
out trace,

Just as South African desta-
bilisation has dons so much
damage to Mozambique's econ-
omy, so developments in South
Africa could now help to trans-
form it

If the economic powerhouse
next door prospers, Mozambi-
que is the one country in the
region most likely to bonefit —
from transport, tourism,
investment and exports.

Even if all goes to plan —
with the peace talks and with
the economy — it is still going
to be a long haul. It will take
15 years for living standards to
return to their pre-indepen-
dence levels. However, this will
only happen if the donors con-
tinue pumping $1bn a year into
Africa’s poorest economy.,
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A revision of political thinking offers hope, writes Julian Ozanne

Painstaking search for peace

IT was a sonny afterneon at
Mbuyanguana, on the outskirts
of Maputo, when Renamo reb-
els burst into a wedding party
firlng AK4T assauit rifles. Four
people were murdered, four
were Injured’ including the
groom and 25 children were
kidnapped and taken into the
bush.

This recent attack, as sense-
less and cruel an any other in
Mozambique's I5year-old civil
war, demonstrated once again
the failure of the Mozambican
army to defend innocent civil-
ians even within the vicinity of
the capital D

However, for the first time
since independence in 1375

there are real possibilities for
an: end to-the conflict which

has made 80 per cent of the
country insecurs, destroyed
billions of dolars of infrastrue-
ture and forced more than a
million people to flee their
country’s borders.

In the past two years, Presi-
dent Joaquim Chissano has
searched pai gty for a
political solution which would
bring an end io the civil war
and give his impoverished

B A

Preskdemt Chissanc's first

_Wlth"' ﬁlau

electioms. T also marked the

" cubmination of a radical policy

review begun by the late Presi-
dent Samora Machel in the

1530 who started the process

of reform as the ecopomic fail-
ures becams spparent.

By meeting all the main’
politieal

demands of Renamo,
Mr Chiszana’s repid offensive
hag eafled e rebels bluff and
caught them off-guard. He has
chafenged #=m to surrender
their weapons, form a political
organisation and contest power
and thelr popularity through
ihe Lallet bex. With no test of

country hopes for ic - pubfic it is uncl
revival. ‘how mach sepport elther side
Since 1983 his achievements has ia the counlryside.

have been  remarkable. He
abandoned the rbetoric of the
past which branded ail rebels
as traitors and bandits and
shed the naive helief that a

military solotion was possible.

He launched a successfal inter--

national diplomatic effort to
isolate Renamo, hacked ﬂr:sl_ by
white Rhodesia {now Zim-
babwe) and extil last year by
South Africa He has opened
peace talks with the rebels,
holding four Toands of negotia-
tions within the last seven
months.

He has steered the counbry
further away from Its tradi-
tional Commmyist bloc alance
and edged kis once Tigidly
Marxist-Leninist Frelime party
away from socialism and a
monepoly of stale power
towards a Hberal maltiparty
systemn in sgite of hardline
opposition.

‘The crowning

Sigrs of ¥ename's trepida-
fioe In givieg up the armed
stroggie and heir Increasingly
weakezed galitical position
hurve Been amply demonstrated
Tecently as the rebels have
bem reduced to criticising the
mefhiods of Mr Chissano's
el rather than the sub-
stamre.

e pofics] observers fear
That M Chiwano has gone {oo
Zar o guickly leaving the reb-
el lgtle romn 10 manoeuyre
and Y chance of being
bl io-comne ot of the coaflict
il any crefibility,

i parcial qenzefire was nego-
tiztak fast ‘memth under which
the T80 Tmbawean troops
sixitared 3 Mozambique io
suppuet the jovernment are
‘befogconfimad fo the ansport
coxigors Evsing Zimbabwe to
Biagnto and Beira. An interna-
tioead’ morfaring contmission,
IndEng: representa-

of this process of poliﬁmul tran-
sition was the pesw constitution
which came Imbo effect Iast
momth, It comoeitied the coun-
try to a mixed economy, free-
dom of the press, en Indepen-
dent Judiciary #=d multipady

traes, Fas hewey sat up fo over
ser e agresgenk

Mze fafiv were scheduled
1hits monit detween the gov-
ermremt ant e rebels and
oburwers beifeve the govern-
ment b detirmrined to gel a

the

. wice-presidand of the African National Congrass, in Zambla

full ceasefire agreement by
April. But obstacles remain.

" For Renamo to give up their
arms, they must have at least
the:-glimmer of winning power.
For the moment, all cards

" seem to be in Frelimo's hands,

" particularly given its extensive
“political organisation through-
out the country.

R@na.mn appears nervous of
calling for a cessation of the
conflict because of the very
real possibility that such a
move would be ignored and
expose the rebel’s lack of con-
trol over the bulk of their fight-
ers and the degree to which
many of them have abandoned
a disciplined political struggle
for armed banditry against the
ctivillan population. T

Even If Renamo and the gov-
ernment can agree on 8 com-
promise acceptable to both
sides insecurity will continue .
to plague the countryside for
many years, Integration of the
rebel forces into the army will
prove difficult.

Furthermore, whether multi-
party elections can produce a

Mr Chissang acknom.rledgled,
that the declsion. to opt for g
multiparty demogracy was not

. without dangers, He confirmeg

‘that the- decision had beep
, taken against widespread oppe-
sition among ordinary people
in the rural areas. But arpued
that the “the choice of a muiti-
party democracy. results from
the need to provide a new
dynamic to the political pro-
coss.” i 3

His vision in that respect
will bede well in the Interna.
tional aid community, which is
increasingly pressing the issue
of democratisation in Africa,
where, in contrast to- other
leaders on the continent, he i5
seen as a willing, rather then a
reluctant, reformer. A

It is still very early to judge
the prospects for political tran-
sition in Mozambigue. But jt is
clear that the fundamental
revision of thinking in the last
two years has given the coun-
try a chance, In spite of large
difficulties, of climbing out of
t{li(:.]‘quagmim into which it has
% 5 :

[
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INDUSTRY: skill shortage slows progress

MANUFACTURING: is nnlikely
to play more than a secondary
role during the next decade.
An overvailued currency, a
small domgstic market and an
acute shortage of managerial
and technical skills will ensure
that industrialisation is a very
slow process.

Prior to 1987, few consumer
items were available in rural

areas, and then oniy at exorhl- .

tant -prices, Securlng the
desired supply response in
agriculture will partly depend
on access by peasant farmers
to moderately-priced consumer
guods and production inputs.
Industry’s immediate role is to
satisfy these needs as well as
processing farm production,
Its share of gross domestic
product is 17 per cent — down
from 23 per cent 10 years ago.
In 1983, manufzcturing output
was 30 per cent below its 1980
level, though it had recovered
some of the ground lost prior
to 1886, Since then, production
has been growing at 7 per cent
a year though there was an

ifficult

vear

activity was curtailed by fre-
guent power cuts caused by
rubel sabotage. 5

In spite of this, capacity util-
isation is back to 50 per cont
from 30 per cent in the mid-
1980s though much of this
capacity {s more theoretical
than real since the productive
base has suffered from neglect,
lack of spares, and insufficlent
maintenance, not to mention
war damage,

Some two-thirds of produc-
tion is in three main sectors:
food, beverages and tobacco
account for a third, clothing
and textiles for 18 per cent and
fisheries for 12 per cent. -

There are two main immedi-
ate policy priorities.

Restructuring state enter-
prise heads the agenda. Ten
years ago, four-fifths of Indus-
trial output was carried out by
the state, but teday it is less
than half. Mr Antonio Branco,
the industry minister, says the
public sector share will be cut
to “almost nothing™ as privati-

ahead-

mtérrum.inn last year when sation_pruécevds. Pﬁvatis'a't.ion-_.

is partial, with the state retain-

' ing a minority stake but giving :

management control to the
Tew OWners. :

Secondly, the shortage of
resources — capital, skills and
management — has forced the
government to select its pre-
ferred industry sectors,
Although such a task is inher-
ently risky, the very limited
options available to Mozambi-
que simplify the task. Apricul-
tural-related activities fipure
prominently in the preferred
sectors along with -“basic
needs” consumer goods, (cloth-
ing, textiles, footwear, house-
hold goods) and construction
materials and farm imple-
ments.

Mot surprisingly, recent
industrial projects fit this pat-
tern. Mr Branco says his minis-
try bas given the go-ahead for
12 medium-scale consumer
industries each with an invest-
ment of some $250,060 — in
clothing, footwear, textiles and
prefab housing materials,

ENEF{GY:-hydro-electricity. petential lifts long-term prospecis

|

il
Tirram

Export plans shape future

ENERGY haus been a much-froubled sector
since Independence, -
Not only has repeated sabotage of the
ansimissi nes pr ted M I
from exporting eleciricity to South Africa,
but It also played havec with industry,

stable political order r i

highly questionable, Before My
Chissano’s conversion to plur-
alist democracy be, and many
senior Frelimo figures, were
concerned about the possible

. eruption of tribalism,

A negative strain of black
Mozambican nationalism has
emerged in -parliamentary
debates on the issue of nation-
ality. At least one of the
embryonic political parties, the
liberal and democratic party
{palmo) has launched a politi-
cal critique of the government
on the grounds it has given
preferential politleal and eco-
nomic treatment to indians,
whites and people of mixed
race.

Al a recent press conference

pecially in the to area, last year.
However, In a country that has greater
hydro-electric potentinl than any other in
Africs, the long-term: prospecis are excep-
Honal,

It is not just electricity that is set to
become a large expori earuer. Coal
reserves in Tete province are estimated at
more than 6bn tonnes.

Only the Moatlze mine 15 currently
being exploited with an xlrtrl'-l-!!-_1 output of
less than 1m tonnes, The ambitious §3 5
Moatize project — an opep Dit mine a
refurbished raflway line to Beira apd 5
coal export termlinal at the port — eopig
create export capacity of some Bm to 1pm
tonnes annually,

A jolut feasibllity study 15 Bnder way
by the Ministry of Mineral Resources,
Lonthe and the Brazilian Companhia yale
do Ric Doce (CVRD). MolIe Tecepily,
Trans-Natal Coal of South Africa gereeq

to participate. The study should be ready
by the end of 1991 and exports of at least
b5m tonnes a year are possible from 1995,

A project study by Bechtel, the US
group, In 1972 of the Pande Natural gas
field, has been revived. The original plan
was for an investment by Anglo American
in a project to pipe the gas to the Witwa-
tersrand industrial area In South Africa.

Natoral gas could be used to feed a
fertillser plant and to provide energy for
Industry in the Maputo area. Detailed
exploration was disrupted by Renamo,
but with two Portuguese groups showing
interest along with Montedlson of Italy,
officials say the project could soon be
given the go-ahead.

In the 1§ years since independence flve
multinational oil companles baye spent
more than $60m on exploration but there
have been no large finds, 3

Selsmic surveys suggest that the coun-
try has the potentisl {0 be self-sufficient
with a modest export surplus. The best
prospects are the Rovoma Basin near the
Tanzanlan border, helng Investigated In a
Joint venture with Tanzania and off the
'Gaza coastline,

It is electricity that holds the key to
substantial export earnings from energy.
The Cahora-Bassa dam has a capacity of
MW2,075 of which almost MW1,900 is ear-
marked for South African usage. The
rehabilitatlon programme planned for
19390 will start this year as thore than
1,500 pylons having been destroyed by
Renamo.

New plans provide for a triangular prid
feeding Zimbabwe as well as South Africa
and Mozambique. Once security condi-
tions permit, a new 350 kn line costing
$150m wiil be bullt to Zimbabwe.

This development i3.only the tip of the
leeberg.

A 1981 study identified 13 additlonal
projects along the Zambesi river, Includ-
ing phase two of Cahora Bassa, with an
aggregale capacity of 'MWS5,000. These
projects which would take a generation or
more to complefe have the potential to
transform the economy — through irriga-
tion schemes at home, electricity exports
and, of course, cheap energy for domestic
Industry,

Tony Hawkins

Textlla faclory in Nampula

Rehabilitation work is under
way at the Matola cement
plant where there are plans to
expand output five-fold to
500,000 tonnes a year. A new
cement factory, supported by
the Germans, 1 under con-
struction at Tete,

Some companies have even
nianaged to break into export
markets. The FPortuguese
group, Amoarin, has taken a 55
per cent stake in the Mabor
tyre company. It plans to pro-
duce 800 tyres a day, of which
a third will be exported. The
Agro-Alpha agricultural equip-
ment factory has won a $lm
order to sell farm eguipment to
Angola. \ .

An end to the war will
enable-industry to grow much
mors djrauiﬂ% - p?ssibly
expanding at 10 per cent a ysar
from 1992 onwards. The cur-
rent year threatens to be a dif-
ficult one for industrialists as
energy supplles will remain
tenuous. However, companles
are more troubled by policy
shortcomings: a tariff structure
that taxes raw material
imports; free entry for manu-
factured goods supplied under
ald programmes; processed
foods brought in as part of the
emergency relief programime
and sold cheaply or even dis-
tributed freely; the smuggling
of low-price goods from South
Africa and Zimbabwe.

Given this kind of competl-
tion — and the threat of
aggressively-priced imports
from South Africa - establish-
Ing new industries and reviv-
ing ekisting ones is not going
to be easy. Further substantial
devaluation will help manufac-
turers who rely on domestic
raw materials. However, tariff
reforms and the treatment of
donor-funded Imports will also
be needed. - i

Tony Hawkins
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Plans to revive one of the world’s poorest economies rely on foreign aid. On this page, Tony Hawkins assesses the outlook

AFLSENSE  of mission
impossible surrounds the ambi-
tiqus plans for economic recov-
ery in Mozambigue.

ill aid inflows of over $1bn

a year turn around one of the

world's poorest economies with -

a per capita Income below £100,
a scheduled debt-service ratio
of 175 per cent and a current
aceount deficit exceeding 50
per cent of gross domestic
preduct.

Fortunately, there is no
shortage of ideas and commit-
ment, ner it seems, of aid.

At the Paris Consultative
Group ‘meeting last month,
Mozambique was piedged the
$1.2bn it needs to see it
through 1931, For the rest of
the decade, it is destined to be
an economic laboratory experi-
ment in which the strategies
and ideology of the donor com-
munity, the World Bank and
IMF will be on trial.

With a decade of African fail-
ure behind them, they desper-
ately need success — proof
that structural adjustment can
work in Africa. ;

Given a peace settlement,
Mozambigue will provide evi-
dence, one way or the other, of
the viability and appropriate-
ness of dopor policy fowards
Africa

The contrasts with many
other African countiries are
siriking; President Chissano is

onor policies face anoil
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medicine but alse buying the
“good governance™ solution

Unlike sub-Saharan govern- *
ments, the Mozambicans are
more concerned with making™

the policies work than justify-
ing thelr faflures and blaming
the dector, L

Inevitably — in the "l.‘lﬁht- of

the war, the collapse of admin-’
istration and the state of the
infrastructure — there Is slip-
page. Some targets have been
missed, but reform, poiitical as
well as economie, is pretty
much on track =
Abandoned by s erstwhile
East European and Hussian
allies, Mozambique had little
option other than-to Subimit to
doner economic and political

_ unpalatsble decision, the ‘Moz-

ambicans are sticking by it.

The underlying strategy Is
three pronged: the agricultural
sector; the establishment of an
enabling environment and an
assumption that substantial
external finance will be avail-
able. It is agriculture, and spe-
cifically the family sector, that
is-the Key to recovery.

It is also the sector where
poverty is most acute and
where the greatest gains can
be made with limited amounts
of investment. Investment in
the transport and marketing

. Infrastructure and the liberal-
- Isation  of crop pricing with

linkage to border parities are
crucial. The reform of farm

presently bypass the peasant
sector, is another important
factor.

The second prong, establish-
ing an enabling environment,
invelves rolling back the fron-
tiers of the state and creating a
viable private enterprise econ-
omy. The government that
once espoused hardline Marx-
ist-Leninism iz privatising as
fast as it can. Since 1987, the
number of state farms has
been reduced to 109 from 150
and the area farmed by the
state is down to 20,000 hectares
from 150,000.

Some 50 medium and large
manufacturing enterprises and
many more smaller ones have
been privatised. Five manage-

not only taking the reformist

conditions. Having made that

credit mechanisms,

which ment contracts have been

Aid accounts for 76 % of GNP

Cash that keeps the ship afioat

TN THE words of a cynical businessman, . -
it has become the “Donor’s Republic of -

Mozambique.™ It Is far and away the
world's most ald-dependent economy with
official development asslstance (ODA)

accounting for 76 per cent of gross .

natlonal preduct in 1984-89 against a sub-
Saharan averuge of 11 per cent.
Ald provides 80 per cent of foreign
hange Inflows pared with 50 per
cent for Tanzania, 25 per cent for Eenya
and 11 per cent for Zimbabwe.

Comprehensive aid figures are hard to
find. The World Bauk puts aggregate
external eapital assistance since 1980 at
3$8.5bn, though so large were capital
repayments that between 1984 and 1989
the net flow of medlum and long-lerm
capital was actually negative,

Italy has been the largest player with
ald of $1bn over the last five years spread
Across some 500 projects, 40 of them com-
pleted. The Swedes are in second place
with §125m and ll_-n'c US comes third with

e B i e
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On the sirength of Mozambique's expe-
rience to date, the anawer has.to he no.
Aid bas focased, necessarily, on keeping
people alive, keeping the ship of state
afloat, Even 30,.at least 60 per cent of the
popnlation five. in absolute poverty,
Between 1586 amd 1989, net ald dis-
bursements to Mozamblgue averaged
3760m a year. but dering the same period,
GNP eatcolated In US dollars, actually
fell. Part of the explanation, of course,
aside from the obvious ome of metical
devalnation, s that mmach of the ald never
sees Mozambiogne bot is a book-keeping
entry — such as debi rellef. -
- More to the polnt is whether the ald
flows are creating futare productive
capacity as, for example, in the case of
transport corridor rehabilitation. Unfortu-
nately, there is litile avidence that when
the aid bandwagon moves on it will leave
behind it the technlesl, administrative
and managerial skills to exploit the physl.
cal infrasirocture created.

Monwharis In Afrdre 3¢ what $he YA wlad

galns from aid will be largely transitory.

Technical asslstance accounts for 10 per
cent of GNP, bat it is far oo socon to tell
whether the transfer of skills is taking
place on anything like the large scale
required. Already there are complaints
and evidence of “crowding out.” s

Duty free lmports undercut local pro-
duction; tied aid supplles force importers
to use high-cost materials and spares.
Access to aid is a disincentive {o save, to
export, or take risks with private capltal.
Why should a foreipn company Invest in
Mozambique, when the World Bank or EC
Is prepared to make the capltal avallable
there?

Tronieaily, the demand for ald will
increase with a peace agreement. There
are 1.2m refugees and 1.75m people dis-
placed within Mozambigue to be resettled;
no-go areas will he accessible once agaln
and the rate of rehabllitation spendlng
will aceelerate, Over the nexl three years,
Mozamblgue wlll need ahouf;_ $1.2bn a

signed with companles that
will remain in staie hands,

Banking is being restruc-
tured and new financial instru-
ments developed. State con-
cerns can no longer rely on
slate-owned banks to fund
their losses. The foreign pay-
ments system is being liberal-
ized by allowing Standard
Totts, the sole privately-owned
bank, to undertake more for-
eign currency transactions.

A second tier foreign
exchange market was Iaunched

te last year allowing import-
ers to buy forelgn currency,
paying 1,800 meticais for the
dollar rather than official rate
of 1,000, Import controls are
being loosened with the cre-
ation of a non-administrative
system of import allocation
known as SNAAD, "

SMAAD was established in
September 1283, it handled
only 3 per cent of total imports
(about 320m) last year, but the
government is asking donors
to untie their aid programmes
from specific projects, products
and suppliers and channe! the
funds into SNAAD so that
more imports can go on to
open general licence.

Progress on the budgetary

ront has been considerable:
the fiscal deficit is down to 10
per cent of GDP from more
than 15 per cent five years ago.
Domestic bank financing of the
deficit has been slashed to 1
per cent from 12 per cent; sub-
sidieg are belng phased out and
public utility charges raised to
realistic levels, Electricity and
water tariffs were increased by
25 por cent to 65 per cent In
1889 and there was further 20
par cent rise last year,

The third prong is the
assumption that substantial
exterpal finance will be avail-
able, at least for the rest of the
16203, The forelgn debt over-
hang is unsustainable and will
have to be relieved by forgive-
ness and rescheduling. Mozam-
bigue's external débt has more
than trebled in the last eight
years reaching $4.6bn In 1989
Over the next three years, for-
2Ifn financing requirement
averages $1.2bn of which some
$850m a year 13 needed to fund
the current account deficit and
the balance to repay loans.
Debt relief of at least $250m a
year is crucial to the plan’s
suceess, :

Exports and service earnings
collapsed from $450m in 1930,
to only $185m in 1985. Last

frican test

year they were estimated at
$300m, compared with current
account outgoings of §1.15bn
and debt repayments of a fur-
ther $300m, leaving an overall
financing of nearly §1.2bn.

The port of Maputo is mak-
Ing its own efforts to reduce
aid dependency by increasing
exports. Although the metical
has been devalued from 40 to
the dollar in 1986 to 1,000, there
are still large discrepancies
with the second tier rate (1,500
to the dollar) and the parallel
or black market raie (2,300).
The medium-term plan is to
narrow the gap between the
first and second tiers, implying
further large devaluations in
1991 and 1922, Competitiveness

has improved — the real effec
tive rate was down to 70 (1980 °

= 100} at the end of 1889 from
330 in 1985, s

Exports are projected l.o--

grow twice as fast as imparts
— 17 per cent as against 7 per
cent. In spite of this the import
share in GDP will continue its
inexorable rise to more than 72
per cent, and the current defi-
cit will increase. Hecause
reconstruction and growth are
heavily import dependent,
there is no viable alternative
development strategy,
Devaluation helps little
when the structural obstacles
to export growth are szo enor-
mous. The best answer is lower
inflation. This decreased from

160 per cent in 1987 but last -

¥year's 30 per cent was well
above the 18 per cent target,
Economic growth is forecast
at 6 per cent a year after a
disappointing 3 per cent in
1990, Finance minister Mr
Magid Osman worries that pre-
occlipation with political prob-
lems will have adverse reper-
cussions on the economy in
1991, but he believes that with
a political settlement in South
Alrica, Mozambique’s economy
could grow at 10 per cent a
year and exports increase four-

fold to exceed $1bn by the turn -

of the century,
Export growth will come

from mining, from the revival

of traditional exports such as
prawns, cashew, cotton and
sugar, from energy and aer.
vices, especlally transport and
tourism. .

Given debt

and a medicum of luck, both

politically and with commodity
prices, the misslon begins to |

look rather less Impossible.

reliel and -
renewed foreign investment .
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across some 5M) projects, 40 of them com-
pleted. The Swedes are in second place
with 3125m and the US comes third with
Just, ofer $100m. The donor contribution
to humanitarian programmes, health and
education, and food ald has been out-
Standing, but the nagging question
remains: is it devel t?

behind 1t the technlcal, administrative
and managerial skills to exploit the physi-
cal Infrastructure created. -
Nowhere in Africa 1s what the World
Bank calls “ihe mlsslng middle” — middle
managers, privately-owned medium-scale
enterprises — less in evidence. Without it,
there Is a very real danger that the

and the rate of rehabilltation spending '~

will aecelerate, Qyer the next three years,
Mozambique will need about $1.2bn a
Year to repay its debts and finance its
current account deficit. Donors will be
called upon to provide $500m annually in
gTants, $300m in loans and a further
$30m in debt relier,

The reform of the banking system is proving a painful process

Market replaces the bureaucrats

THE banking system is in the

in which the Portuguese-based
Banco Totta and Acores has a  remains in the

late last year, though this
hands of the

Loans for priority activities,

telecommunications

throes of painful transition as
the market gradually replaces
the bureaucrats.

Before reform started, inter-
est rates were- kept low to
encourage investment. The
central bank had a monopoly
over foreign exchange transac-
tions, while the banks propped
up inefficlent state enterprises
and farms and financed the
budget deficit. Savings mobills-
ation had a low priority.

The banking system, which
contains just three banks, ls
dominated by the Bank of
Mozambique (BM). It doubles
as the country's chief commer-
clal banks as well as the cen-
tral bank and accounts for two-
thirds of bank lending,

The development bank —
Banco _Populoe Desenvolvi-
mento (BPD} has 20 per cent of
bank lending, while -its farm-
lending™subsidiary, Caixa Cre-
dito Agraria de Desenvolvi-
mento Rural (CCADR) has 9
per cent.

The country's sole privately-
owned bank, Banco Standard
Totta Mozambique (BSTM) -

40 per cent stake and Standard
Chartered 35 per cent — has
more than deubled its market
share in the last two years to 7
per cent. e

When the reform programme
was launched in 1987, it was
apparent that the banking sys-
tem was a bottleneck. A frst
priority was restructuring the
state-owned banks, In 1987,
one-third of the Bank of
Mozambigue’s lending took the
form of nonperforming loans
{o state enterprises, while in
BPD's case the comparable fig-
ure was 28 per cent. Most of
this has been taken over by the
state or rescheduled.

Interest rates came naxt.
Although they continue to be
administered rather than mar-
ket-determined, they have been
raised to within haillng dis-

tance of the inflation rate; In--

forelgn transactions, BSTM 1s

belng allowed to widen its for--..

elgn exchange range of custom-
ers and functions.

A second-tier foreign
exchange market was opened

BM. The commercial and offi-
cial functions of the Bank of
Mozambigue -are being sepa-
rated. By mid-1892, the com-
mercial arm will be indepen-
dent of the central bank,

As with most transitions, the
process is uneven and, at
times, coniradictory. Excess
market liquidity, caused by the
war, state loans to state enter.
prises and, more recently,
counterpart funds - the meti-
cais equivalent of aid inflows
— 18 a serious problem and
eredit eeilings are used to curh
credit growth. BSTM will not
take new deposits, partly
because it is flush with cash
but also because it cannot
expand lending by more than
20 per cent annually,

The present system is an
uneasy compromise between
market forces and direct con-
trols, Thus, 90-day deposit
rates of 27 per cent are set just
below the estimated inflation
rate of 30 per cent, while there
Is a threetier system of land-
ing rates.

such ag agriculture, agro-pro-
cessing and electricity distribu-
Hon range between 27 per cent
and 31 per cent; mining, manu-
facturing, fishing and construc-
ton pay betwesn 30 per cent

and 35 per cent and low-prior-

ity activities such as distribu-
tion and services pay from 36
per cent to 42 per cent.

The family sector of peasant
producers, seen as the key to
tural revival, is starved of
credit. Because they have ne
collateral, no formal account-
ing systems and because their
assets are so vulnerable to
destruction by the rebels, fam-
fly farms remain outside the
formal credit system. Less than
1 per cent of CCADR's loans go
to such small-scale producers.

The solution — according to
the World Bank — is an indi-
rect one. Establish a viable
retail' network in rural areas
that will sell to family farmers
on credit terms, Unfortunately
though, 42 per cent interest
rates mean that retallers and
peasant farmers cannot afford
to buy or sell on credit,

sServices

national

and

INnternational

’/

areg codes:

KAL-XAIL ...

BEIBA i,
CHIMOIO ..ieeeeeenn.
TETE AND SONGO.................

COUNTRY CODE cunvrereereerrerennnn

MAPUTO e ieeeevnnenens
53 S S ———"—

Foreign capital is

much sought after

UK heads |

AS ipeace prospects brighten, forelgn
executives are adding Mozambigue to the
relatively short list of African countrles
worth a visit. .

The couniry's stock of forelgn capital Is
“gugstimated™ at some $1.2 bo, owned
mainly by Pertuguese, Britlsh and South
Afrlcan companles,

Since the mid-1980s, Mozamblgue has
set its cap at forelgn capltal, Introducing
a forelgn investment law, establishing a
onexstop Investment agency, phasing out
eontrols and privatising state owned cor-
porations. But progress Is slow, ;

The Forelgn Investment Promotion
Office (GFIE) estimates new Investment in
foreign-controlled projects since 1985 at
$318m. About 40 per cent of this repre-
sents “autonomous™ or equity investment.
Of thls almost $100m is mew forelgn
equity and the remainder of $28m is
domestic equity Invested by joint venture
partners. The balance of 60 per cent
($190m) ls mainly offshore loan capital.

Because of Lonrho's agricultural and
mining activitles, the UK heads the league
table with 40 per cent of new equity
Inflows, followed by the US with 10 per
cent. South Afrlea and The Netherlands

have 9 per cent each, Portugal § per cent.

Invariably, the Portugunese are inter-
ested in reviving the businesses they
owned before independence. Many of
these were taken over by the state — the
so-called Intervened companies. South
Alrican investment is designed to open up
new markets and exploit natural resource
opportunlties,

Investors can reckon on gettlng an
answer from GPIE within three to six
months of submitting an application. But
the system, while a large Improvement on
what went before, 1= not without its Oaws,

Its critics say the board is trylng to do
toe much - seeking to Invent new pro-
Jects and find jolnt venture pariners for
foreign companles, rather than sticking to
its marrow mandale’ of granting invest-
ment approvals. More serlous s the com-
plaint that the system of negotiating dif-
ferent investment agreements for each
project inevitably means disparity of
trealment for different investors. As a
result, some feel they are getting a second
class rate package, while the flexibllity of
such case-by-case approvals opens the
door to backhanders and slde payments,

Three activities dominate - agro-indus-

equity inflow table

- Hve package. Typical agreements include

trial projects, (such as Lonrho’s Lomaco
development); turnround activities by
Portuguese companles reviving inter-
vened companles and service activities
(computers, telecommunications, tourism)
and business advisory services, in which
the Sonth Africans are prominent. GPIE
statistics show that 40 per cent of the new
forelgn capital ($126m including loan
funds) has gone into agribusiness,
roughly a third into tourism and 18 per
cent to mining, including oil and gas.
Because each agreement is negotiated
Individually, there is no standard incen-

a three- to fiveyear tax holiday, unfet.
tered remittabllity of dividends; no with-
helding taxes; no eurbs on the employ-
ment of expatriates; and access to foreign
currency accounts thereby enabling com-
panies to import freely. Expatriates are
entitled to tax-free status and can hold
forelgn-currency bank accounts, not sub-
ject to exchange controls,

There is no requirement to share equity
with Mozambigue naticnals but the goy-
ernment prefers jolnt ventures that
ensure that domestic owners hold at least

20 per cent of the equity.

NAMPULA AND NACALA
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AGRICULTURE: a long wait to reap the harvest of peace

Wiltin

THE sad le of Mozambique's

disastrous agricultural history since inde-

pendence in 1975 are on display at a cotton -

and sisal estate at Namialo, in Nampula
province, one of the couniry’s richest agr-
culiural areas. .

“This is a museum to Soviet Inefficiency
and millions of dollars of wasted agricul-
tural investment,” said Mr Jose Ferreira
Tas Santos, owner of Joao Ferreira Dos
Santos, a diversified company. “1f the Sovi-
ets were inefficient in running agriculture
in Europe how could they not be in
Afrlea?” - -

‘The car in which we were travelling had
stooped briefly at a compound surrounded
by high wire fence. Inside the rosting skel-

etons of Soviet made tractors, graders and . |

combine harvesters lay abandoned — an
expensive scrapmetsl graveyard and a tes-
tament to years of agricultural folly.

The years since independénce ‘were

marked by expensive capital intensive®

investment-in inefficient state farms at the

oxpense of providing infrastrocture, ser-

vices and foreign exchange for commercial
and smallholder farmers; collectivisation
of the peasantry into communal villages to
work on state farms; application of inap-
propriate preduction technology; poor
management; rigid state-determined pric-
ing policies which discouraped small-
holder preduction of export crops and mar-
keting of surplus food crops and the
jmpact of more than a decade of war
which has displaced more than a third of
the population and destroyed billlons of
dollars of ture. 4

At MNamialo the sisal plantations are
overgrown with bush, many housss have
been desivoyed by rebel attacks, the hospl-
tal and are disused and decaying,

the old sisal rallway track is broken, most

of the ts around the estsle who
provided the bulk of the cotton have long
deseried their land fleeing from bandits
and the ginnery or cotton processing fac-
tory is in desperate need of rehabilitation.
Production has pround to a halt.

It is @ patiern repeated th hout the

S 4 4
Displaced workers In Zambezla province

Agrienitural potential 1s goed with fer-
tile soils, normally adegquate rainfall, vast
swathes of unoccupied land which could
be cultivated, and surface water resources
which could irrigate 2m hectares of land,
{Only 20,000 hectares of land is currently
under irrigation.)

The main shift of the ERP has been to
redirect government energy away from
state farms towards the private small-
holder and commercial farmers in an
effort to increase domestic food production

£
i

increase exports.
The number of state farms has been
teduced from 150 in 1986 to 109 in 1989,

* thelr assests broken up and distributed or

transferred to the private sector. A num-
ber of agricultural joint ventures have
been signed recently such as the estate at
Mamialo where 3r Joao Ferreira Dos San-
tos has moved back this year with full

country. By 1985, cotton production was 9
per cent of its 1580 level, sugar 16 per cent,
tea and cashew 30 per cent. According to
the World Bank, between 1950 and 1986 the
per capita production of the family sector
of Cassava, Maim, Rice and Serghum fell
by betwsen 25 and 45 per cent and the
country became heavily dependent on
external aid for food. .
Although the war contloues making
apricultural yecovery Impossible many of
the catsstrophic policies implemented jn
the heady early days of independence have
been abandonsd, some In the early 1980s,
and the Economic Recovery Programume i
foetised on the resuscitation of agriculture.
Thers is widespread recogaition that
future growth will depend on agriculture
which contributes 40-50 per cent of gross
domestic broduct, provides employment
for &) par cent of the population and con-
tributes 80 per cent of export earnbngs,

manag t autonomy and planted 14,000
tonnes of seed cotton.

Joint venture pariners, especially in the
cotton sub-secior, are providing the for-
elgn exchange and management needed to
restore exports. Lonrho (through Lomarco
s join! venture with the government) has
made the largest Investments producing
about 20,008 tennes of cotton and 8,000
tonnes of tomatoes last year. But security
costs, to pay for latge private militias to
guard estates, are estimated to be 1520 per
cent of the costs of preduction.

The real challenge is in reviving small- .

helder agricultare — the so called family
sector — which traditionally accounted for
20 per cent af cashew production, and
maore than 53 per cent per cent of cotton,

. Vivestock, and copra and most of food crop

preduction

Much progress has been made on pro-
ducer. Incentives. Cashew, cotton and
copra and maire have been moved from a

e e —e
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in the shadow of war

fixed price system to a minimum pri
system. Prices pald for export :ms-iﬁﬁg
been increased although they remain
mndervatued at a level of about 50 per cent
of international prices. Producer prices for
domestic food crops have been increased
at nearer 80 per cent of internatiopal
prices.

Consumer geods have been slowly
reaching rural traders and stores provid-
ing better non-price incentives for produe-
tion. Some imported goods are specifically
targeted to coincide with cashew nut and
cotton harvesting. Less progress has been
made on vital rehabilitation of destroyed

and decayed social and sconomle rural
frastructure

Without a large rehabilitation of infra-
structure and increased security it s
Tecognised that Agricom, the state trading
company which handles about 30 per cent
of marketed production, will have to con-
tinue its role as the buyer of last resort
until private traders can be encouraged to
reach all areas, Results have bDeen mixed
Agriculture production grew at 7 per cent
in 1387 and 1988 but, with poor weather,
dropped to 23 per cent jn 1933,

}_‘mdul:ﬁon of food crops is difficult to
estimate due to the destroyed marketing
sysitem and the tendency of peasants to
keep surplus production for storage or bar-
ter but maize production is believed to
have risen 32 per cent between 1537-89.

Last year, marketed maize production
was estimated at 78,457 tonnes, its highest

“level since 1984, However, aid still contrib-

utes more than 80 per cent of Mozambi-
que's total gratn supply. For 1991, the gov-
ernment 18 asking donors to provide total
food aid of 1.04m tonnes - 65 per cent for
the market sector.

On the export side between 1936-89, cot-
ton preduction increased 192 per cent,
cashew 26 per cent and sisal production
increased 40 per cent on 1985 levels. Less
suecess has been recorded In copra, tea,
and supgar. In 1989, no leading export crop
was producing a balf of 1950 levels.

Since 1587, government policy towards
the agriculture sector has come a long
way. On the policy front, continued suc-
cess will depend on maintaining price and
non-price incentives to producers, develop-
ing agricultural extension services and
rural infrastructure and continuing the
commercialisation of the state sector,

T the war continues at its present level
there will be modest gains. If a peace
agreement s concluded progress will fol-
low guickly. While providing seeds and
tools to peasant farmers will prove a big
constraint, getting people back to the land
and having secure ronds and railways will
be a revolutionary event. Greater security
will encourage increased investment In
agro-industry. Agtoulturalists predict that
with peace Mozambique will become self
sufficient In food within two or three har-
wests and export crops will take off.

Jullan Ozanng
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Julian Ozanne looks at the rehabilitation of the cashew sectbr

3 -3 o 4,.
Project to

THE cashew sector, like the
rest of agricultnre, has sui-
fered badly as a result of mis-
conceived policles and the
war, However, a large effort Is

wndsr way io rehabilitate the ©

crop.

Mozambique was once the
world's king of cashew, produ-
cing 216,000 tonnes from &0m
trees In 1972. In that year, the
country exported 69,500
tonnes of raw nuts and 25,400
tonnes of processed kerneis.

By 1883, a nadir was

reached when marketed pro-

dunction slumped to 13,000
tonnes, Since then, cashew nat
production has Increasad
slowly and reached about
50,000 tonnes in 1989, as a
result of better producer prices
and avallabllity of consumer
goods. Cashew contributed
$18.9m in 1989 to total export
earnings of $101.1m.

However, ' production
slumped agaln in 1990 to
22,200 tonnes as a result pf
very poor weather conditions,
according to Mr Jullano Sar-
anga, the secretary of state for
cashew.

The World Bank recently
agreed funding for a Specinl
Drawing Right of $16.8m for a
cashew project for Gaza and
Inhambane provinces which, it
says, is the first phase of a
long-term programme to reha-
bilitate the sector.

The project will compliment
rehabilitation work under way
in Nampula province funded
by Denmark and the

Mozamblque was once tha king of cashew

African Development Bank.
Cashew {raditionally has
been a smallholder crop pro-
viding a cash income to a half
of Mozambiqune farmers who
produced 90 per cent of total
production intercroping
cashew with staples such as
maize, cassava and cow peas.
State controlled prices and
an absence of consumer goods
in rural stores encouraged

small cashew farmers to eat
their nuts or barter them for
goods rather than sell them to
the f{actories. The war
destroyed the transport and
marketing infrastructure and
forced farmers to sbandon
thelr lrees. Disease and pesis
moved in when the farmers
quit their trees and many nuts
have been left uncollected
because of the war.

Cashew predoction remaing
consirained by the war and
the long-term effect of sus-
tained neglect — ageing trees,

. poor hushandry, lack of new

plantings, extension servieces
and research, and Incessant
bushfires. Yields are estimated
to be as low as between 1 kg

-and 1.5 Kg a free. Annual aver-

age ylelds should be bebween
BYp and 10 kg per tree with

' proper agrotechniques.

The World Bank project will

+ concentrate on ronovation of

orchards, upgrading of agrl-
cultural services, provisloo of
Investment. credit to commer-
clal farmers.. and . traders,
improving- the Institutional
capacity of government bodias
in the cashew sector, training
and rehabilitation of the pro-
cessing Industry. The projecis
are expected to lift export
earnings by $12m.

Of Mozambigue's 14 facto-
ries, which have an Installed
capacity of 150,000 tonnes,
oculy eight are operating, two
of which are in private hands,
FPresent capacity is abouat
B0,000 tonnes.:

The government ls commit-
ted to commercialisation of
the cashew sector, State owned
factories are to become auton-
omous entities and jolnt. ven-
tures are being encouraged.
According to Mr Saranga,
Anglo-American is negotiating
a deal for two of the six state
owned factories. “Management
in the state sector is the major
problem,” he admits.

SINCE 1942, prawns have been
the number one foreign
exchange earner regularly
bringing in about $40m-$50m.
In 1989, the prawn industry
earned the country $38.4m out
of total foreign exchange earn-
ings of $101.1m.

Mozambique's fishing fleet is
small, much of it inherited
irom Portuguese colonialists
who fled the nation at indepen-
dence in 1975. Bul joint ven-
ture and licensing agreements
with Japanese, Snyiet, Sputh
Alfrican and Spanish compa-
nies have proved remarkably
successful in capitalising on
the fishing resources of
Mozambique. i

Sound marketing strategies
have been adopted In Europe
(mostly Spain, Italy and
France), Japan and BSouth

THE PRAWN INDUSTRY

Rare sucCcess
for the state

Africa. Pescom, a government
owned company which has
marketed much of Mozambi-
que's prawn production, has
proved one of the rare suc-
cesses of state enterprise,

The prawn industry has
been relatively insulated from
the effects of the war although
shortages of petroleum and
{x}wer cuts have hurt the sec-
ar.

However, there are signs

that the shallow-water prawn
resources may hbe over-ex-
ploited and stocks of deep
water prawn, lobster and crab
are unknown. Last year, the
government again placed a ban
on the fishing of prawns from
December 1 to January 31 in

‘order to allow stocks to recover

and increase. The targeted
prawn catch for this year has
bqen fixed at 7,500 tons,
slightly less than that set for

1820, The indusiry is also fac.
ing increased competition from
farmed prawns in Asia. .

Foreign investment is being
encouraged in the fishing see-
tor, parficularly in areas other
than prawn. Good resources of
crab, lobster, scad, mackerel,
anchovy, sardine and tuna are
believed to ‘exist. But sea
bream, grotiper, octopus, oys-
ter, snapper and mussel
resources, mostly in northern
fishing zones, remain particu-
Iarly under exploited

Partonerships are being
invited for Mozambigue's two
fish canneries in Beira and
Maputo which remain under
supplied with raw material and
trying to developexport poten-
tial in crab, clams and other
molluscs,

Jullan Ozanne
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,._5_ulian'()zanne_exam_ines' the attempts to renovate the railways and ports .. -
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Train massacre et Maven In Febsuary thal jen 8

AT A'ghatiersd | sirl effakifred

rallway workshop In Neopila,

the hub of Mozam¥igue’s
acala Yine, mch

raliways,
 plugged

of payments. befo
i fy 4 fro

ics work on engines Yisited by
tullet holes and bent By fires
that were ‘o et s2b-

he wreckages of several
engines Titter the fmr=court.
Many will pever see yervice
again, they will he tmnibal
1sed for spare paris and! aban-

_Mozambique's ~Tuilways,
which provide vitsl mmess to

fts Indian Ocean posts §ir sev-

" gral landlocked Afficer Coun-
tries, have been #ir Yuget of
rebel attack over e last
decade leavlng fhr xtwork
almost destroyed. - b

By 1983, the Earda line,
which serves Japflocked
Malawl, was muwing 13 per

" cent of the tonnspe i moved in
1980, the Belra E=e serving
Zimbabwe and Zaafia was
down to 3 per reti of 1980
levels and the speiiem Hnes
connecting Mapuls pert with

. South Afrra, Swofed and
Zimbabwe were Zaudling 38
per cent of the trafcioels of
1960,

Two sowrces. tof frzmalt trade
have closed down sitier due to
insecurity or mautasance. —
the Limpapo lime ®xrgeted to
attract trsffic freme sauthern
Zimbahwe to. Magssuand traf-
fic from Malawi i Se excel
lent deep water petefMacala

Total earge Rualied by

Mozambigee's ports and rall-

ways fell §n 4m foamer in 1968
from 20m tennes bx 25D For-
elgn exchauge exnsings to
Mozambigue from ¥egorts and

the trade feAgit in the

Te

single line track from. Maputo
i to Zimbabwe which has beén
closed since 1984, should be *
- complete within the next 18

-a decade hopes are high fhat
- Mozambique will be able to
Yecapinre its role as ‘an lmpor--
_tant transit route for regional

" A ceasefire for the Beira and
- Limpopo corridors was agreed

“in' December between the gov-
~ernient- and Renamo,the
rabel s s il

" ridors from rebel attacks and
sabotage are to be resiricted to

the corridors In retuem for a
rebel promise not fo attack the
infrastructure.

“The Macala corrldor has

been almost completely free of

. attacks for 18 ‘meaths, appar-

ently the regult of an unofficial

agreement, and has been open

for Malaw! traffic for almost 12
The impertsaf Goba and
Ressane Garcis. Hines into

Swmiland and South Africa.
ave .r_not"wvexaléhs—'anﬁﬂsme-*'

However, if ike ceasefire
accord holds up, greater secu-
ity for the other corridors will
allow faster sersices and the
completion of maintenance and
rehabifitation work which may
Belp fo win back the confi-
Jdence of nervous state compa-
pies and businessmen In Zim-
babwe, Malawi and Zamibia,

The pros ot increased
security come at 2 Bme when
large Infrastructure renovation
projects have mede significant

- months, 4

Under the accord Zimbab-
3l “the'cor-

. Rerailing an

been completed southwards

barder, to Chokwe. ™

Another'team working north

from Mapiito’ with concrete @
“gleepers ‘and ‘continuons -

welded ' track ‘has completed

110 ko, leaving fust another *a
100 kam tobe completed 1o ok

Chokwe.

The line is being used for
internal commercial traffic but -

80 far no traln service has been
established to Zimbabwe.
Donors, particularly the Brit-
ish government which has sup-
ported the project t0 the tune

of £29m, are pressing CFM, the _

state-owned railway company,

1o open a ‘service, This may -
* begin with one train a week to

demonstrate the viability of
the line and win back much
needed ¢onfldence in Mozambi-
ques .8 3 E ke

Work on the Nacala line by a
French-Portuguese consortium,
which was suspended in 1888
due to Insecurity, is to start
Imminently rehabilitating the
280 km line from Nampula to
Cuamba with concrete sleepers
and continucus welded track.

A minimal service of one or
two every fortnight started
operating last year allowing
Malawian cargo to. reach
Nacala. S

] d resicépering .
“work om ‘321 knr-of track has -

from Chicualacuala, -on the |

S

There are signs that the pre-
sylous imbalance ~between
imports and exports is being
closed, reflecting higher confi-
dence in Malawi about the

. security of the'line. - . .~
.. 'Substantial renovation and
upgrading work has been com-
pleted on the $700m Beira cor-
ridor programme Increasing
cargo handling figures, espe-

cially from Zimbabwe. ...
Total traffic has imcreased
| from about 1m tonnes in 1985

" to 2.6m tonnes last year and

work on dredging the 25 km
channel has been completed to
allow 60,000 ton vessels to use
the port. 3
Rebuilding Beira’s 11 berths
is expected to be finished by
the end of this year and con.
_struction of a new ol tenninal
" is to start soon. i -
Japan, Canada, France and
the US have also pledged morg
" than 20 locomotives for deliy.

sl
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ery over the next three years. .
" "Many of the projects In
Mozambigue's transport sector
have been the result of initia-
tives launched by the South
_African Development Co-ordi-

‘nation Conference aimed at |

‘'reducing the region's depen-
 dence on South Africa. With
political changes looming in
_South Africa that strategy ls
“being reconsidered. "%l
- Furthermore, ‘thelr’
rles ‘about competition from
“mdre yespectable South ‘Africa”
‘with more efficlent ports and
shipping operations. q
‘7his is belng seriously con-
sidered given the inefficlent
state of management and soft-
ware at Mozambique's ports.
However, the chances of
attracting high walue cargo-
will  depend on a much
smoother operation and better
management at the porte.” .77

7| FEW capltals In Africa have-
-béen through such an ordeal of |
cconomic devastation and war- -
jnducsd decay as Mapuio, tha ™

| the past 15 years Mozambicans®
| the cosmopolitan capital and

BUSINESS GUIDE

‘Indian ~ Ocean —capital of

| Mozambique built by the Por-!

tuguese colonialists as a Medi-
terranean-style resort city. .
In spite of all the traumas of

have maintalned their pride in’

new, "with economic reform
and the. beginingz of new for-
elgn Tavestment, life Is retum-
ingtotheelty. - oo
. Among the most optimistic

|'sléms of renovation .in Maputo -
are the extensive refurbish

‘ment ‘programmes due’ to b
-cgmpleted this year .of the

Polana (tel 491001-7, tlx 6276), a.

magnificent white washed sea-
side hotel built in the style of

‘the 19%0s De Luxe hotels on the - 7|

riviera; the Cardoso (tel 74107,
tlx §327) and the Moganbicana.

All three hotels are privately
_owned and are being rehabili-
tated and managed by forelgn
fnvestors =" the Polana, at a

codt of R27m, by the South’
- | African Earros group, the Car- °
| doso by the Lonrho conglomer-

ate and the Mocambicana by

‘| the “South African PFrotea
_group. Other decent hotels are -

the Andalucia (tel 23051, tx

-1 6426) and the Tiveli (tel 22005,

tx 6297) and in Beira go to the
Dom Carlos (tel 711158). :
‘Dolng business can be diffi-

obtained. . .

. The government's GIPE, for-
eign investment promotlon
office, {tel 742173, 422459 tx
6650) i= In charge of facilitating
and improving all new pro-
Jects. A private consulting
company, SARL (tel 33436, tx
6762) can alsc aid foreign inves-
tors and find local partners for
‘joint venture companies. SARL
publishes a fortnightly busl-
meas newsletter called Mozam-

‘| bigue Opportunities.
~in agriculture, SAFI (tel.

492043) and SCPI would be use-
ful. Other important contacts
are the Chamber of Commerce
{tel 741370, 451970 tx G498),
UCPIL, commedity import pro-
gramme co-ordinators (tel
420879, 491146) and AIMO, asso-
clation of Mozambican indus-
tries (tel 424655 tx 6220).

“..Other useful contacts; Minis-
tries; Finance (25071), Com-

merce ' (420171), Agriculture

15.3m -

..Pres. Joaquim Alberia Chissano -

100 centaves = 1 matical
1,044.64 maeticais/$

Dabt

Debt Service as % of
Net Flows' ($m) :

“Total dabt as % of GNP........... =
Exporis

- %, enrolied in primary......
% enrolled In sacondary..
"% enrolied In terliary...

..and debt service repayments

* Exporis plus imports as % of GNP 5
* et Transfers are nat debt disbursementa minus principal

Source: IMF, Worid Bank, Economist Intelligence Unit

424031), Secretary of State for ©
Fisheries (34345), Transport
(30121), Industry :(31029),
Co-operation ( D

Banks: Banco de Mozambi-

6240), Banco Standard Totta —
the only private bank (428107,
tx 6223), Banco Popular de
Desenvolvimento (428382, tx -

6250).
_Diplomatic Missions: UK

(4201117, tx 6255), US (492794,
(74229 tx

tx 6143), Germany
6489), France (tel 743444 tx

6307), Portugal (744142, tx 6341), " -

European Community (450266,
tx 6146), South African Trade
Mission (741404).

ri: taxis have been

"scarce in Maputo but a fleet of

400 Peugeot 405 taxls are due
for Maputo, Beira and Nam-
pula this year. Cars can ba
rented from Interfranca
(450621), Hertz (491001) and
Avis (485140). For internal
flights LAM (732141), the

. (460014),” Mineral Resources
cult but help and advise can be ' i

national air carrier, rmns a reg-

‘ular but often disrupted, ser-

ice. A tecently established
excellent private charter com-
pany Nat Air (481811, tx 6763)
joins other charter companies

: 1‘I'TA (485015), LAM (465024) and

LOMARCK (428260} ;
Freight and Shipping: Man-

ica (423080), Mocargo (430858),

Navique (423118), Navinter

“(420983)

“Restaurants: increasing busi-
ness has brought better restau-
rants “such as the ‘Shelk
(490187) and Mini-Golf (480283)
which ‘have fun discos, Costa
do Sal (455115) for pragms’and
geafood, Maritimo (741345) for

“weekend lunchtime barbecues

and several superb Chinese
restaurants.
"Boats can be hired at Clube

-Naval (492121). Other excur-

slons can be booked through

“Empresa Naclonal de Turlsmo
“(425011). 2 22 :

Jullan Dzanne
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Mozambique from its poris and  projects have made significant
¥ : .

big future, no fuss

THE BUILDING CONTRACTORS IN MOZAMBIQUE
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Schemes to tap |

‘export potential

MINING, never a big player in
the Mozambique economy, is
Increasingly believed to have
exciting potential in a post-war
environment. Some of the lead-
Ing projects on the drawing
boards ecould transform the
country’s export profile by the
turn of the century,

At independence there were
some 10 small producing
mines. The Moatize coal mine,
with 500,000 tonnes annual ont-
put, was easily the largest,
Tantalom was the only other
significant mineral
exploited and mining’s contri--
bution to gross d

belng.

and expand ocutput to 150
tonnes 3 year by 1992

New development is spear-
headed by two projects to
exploit heavy black sands
deposits,

Johannesburg Consolidated
Investments has taken up an
option from the Irish Kenmare

-group to develop the $103m
‘Congolone
Angoche

project near

in the north. A feasi-
billty study suggested that tha
project could earn $44m a year
Trom exploiting {lmenite depos-
its used in paint production
and refractories. Edlow

uct was never more than 1 per
cent )

. Post-independence strategy
focused on geological explora-
tion and the reevaluation of
the existing mines. As the war
worsened in the 1980s, explora-

tion was cut back and the .
mines and their supporting :

infrastructure were d

Output fell 80 per cent between
‘1981 atid” 1985 but hag since'”

rebounded - production tre-
bled In 18878 but remained 30
per cent below its 1981 peak. -~

Taz Incentives, privatisation
and a new stateowned mining

development company — Com--

panhia de Desenvolvimento
Mineral which will hold the
government's mining Invest-
ments — are the chosen
vehicles for reviving the indus-
try. Two small companies, a

copper producer and the ben- -

tonite mine -+ have been priva-
tised.

Mozambique has the world's
largest Xnown reserves of tan-
talum. In 1986, production of

some 75 .jonnes, was. halted.
when the mines were-serlously -

damaged in rebel attacks, It
will

tie prod- -

L , & US company, has
a I7-year concession to develop
titanium-bearing sand deposits
that could justify a 2450m
investment.

According to the Washing-
ton-based = Gold Institute,
Mozambique and Botswana

-will .be the world's fastest

growing gold producers in the

19908, albeit from a tiny base, |-
Mozambique’s production is f:

projected to quadruple from

10,000 cunces in 1990 to 40,000 .-

ounces by 1993. More than

$12m, including infrastructure

investment, bas been spent on

Lonrho's alluvlal gold mine at

ﬁnh:a, which came on stream
t

year.
Rockwood Holdings and

Cluff Resgurces, both based in
‘the UK, have 40 per cent stakes
in ‘investigating diatomite

deposits near Maputo, and over
$3m has been spent on modern-
ising {he Malianowned marhle
plant in Cabo Delgado.

By the mid-1950s, these pro-
jects could have an export
capacity well above $100m —
effectively double the country's
1990 exports.

Tony Hawkins

cost $30m to revive them
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MAFUTO
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20.00[09.30(20.00
05.30|21.00
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PARIS 07.00
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You saan business and 30 do ws,

That's why our two flights froa Europs

to Baputo avery week 2re noa-stop.

Fly from Parfe or Lishon direct to Haputo.
No stopovers, ¥o delay,

Take your pick.

First, executiva or tourist class.. ..

60LO adv.

s

mocargo in seven yeafs 5t
ofactivity has been able
‘to esiablish the most
-?onvgr?rent'rouz‘es -
e . to and from il
MIOGABEO rmozAMBIOUE

QoL adv.

A B2 AN

1990 RELATED SURVEYS
Higeria March 19:
Hasnihia March 22
Egypt April 4:
South Africa June 11
~Beudl Arabln~ i Dec 12
- Algaria c January
Higoria February
-Southarn Africen Minarsis March |
Egypt - April
South Africa July
FOR ADVERTISING INFORMATION CONTACT LOUISE HUNTER
o71-873-2238
.. FOH EDITORIAL INFORMATION CONTACT DAVIO DODWELL
071-873-4090
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