UNCTAD/ITE/IIA/4
Internet Edition

ICC
N
UNITED NATIONS INTERNATIONAL CHAMBER OF COMMERCE

AN INVESTMENT GUIDE TO MOZAMBIQUE

Opportunities and conditions
June 2001

UNITED NATIONS
New York and Geneva, 2001



The UNCTAD-ICC Series of Investment
Guides

PUBLISHED

® An Investment Guide to Ethiopia*

e Guide d'investissement au Mali*

* An Investment Guide to Bangladesh
® An Investment Guide to Uganda

e An Investment Guide to Mozambique

*In cooperation with PricewaterhouseCoopers.

An Investment Guide to Mozambique © United Nations, 2001 All rights reserved.



UNCTAD

The United Nations Conference on Trade and Development (UNCTAD) was established in 1964 as a per-
manent intergovernmental body. Its main goals are to maximize the trade, investment and development
opportunities of developing countries, to help them face challenges arising from globalization, and to
help them integrate into the world economy on an equitable basis. UNCTAD’s membership currently
includes 190 member States. Its secretariat is located in Geneva, Switzerland, and forms part of the
United Nations Secretariat.

IcC

The International Chamber of Commerce (ICC) is the world business organization. It is the only body that
speaks with authority on behalf of enterprises from all sectors in every part of the world, grouping thou-
sands of members companies and associations from 130 countries. ICC promotes an open international
trade and investment system and the market economy in the context of sustainable growth and devel-
opment. It makes rules that govern the conduct of business across borders. Within a year of the creation
of the United Nations it was granted consultative status at the highest level (category A) with the United
Nations Economic and Social Council. This is now known as General Category consultative status.

Note

The term “country” as used in this study also refers, as appropriate, to territories or areas; the designa-
tions employed and the presentation of the material do not imply the expression of any opinion whatso-
ever on the part of the Secretariat of the United Nations concerning the legal status of any country,
territory, city or area or of its authorities, or concerning the delimitation of its frontiers or boundaries. In
addition, the designations of country groups are intended solely for statistical or analytical convenience
and do not necessarily express a judgement about the stage of development reached by a particular
country or area in the development process.

Reference to “dollars” ($) means United States dollars, unless otherwise indicated.
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Preface

Foreign direct investment has come to be widely recognized over the past decade as a major potential
contributor to growth and development. It can bring capital, technology, management know-how and
access to new markets. In comparison with other forms of capital flows, it also tends to be more stable,
with a longer-term commitment to the host economy.

The project of which this publication — An Investment Guide to Mozambique — is the fifth concrete prod-
uct is a collaborative venture by the United Nations Conference on Trade and Development (UNCTAD)
and the International Chamber of Commerce (ICC). Its objective is to bring together two parties with
complementary interests: firms that seek new locations and countries that seek new investors. This is not
always a straightforward exercise, for firms are driven by their global strategies as much as lured by specif-
ic opportunities, and countries have economic and social objectives that transcend investment attraction.

The UNCTAD-ICC investment guides are thus properly seen as parts of a process, a long-term process at
the heart of which is an ongoing dialogue between investors and Governments. The guides themselves
are the product of a dialogue, including that occurring among and between the representatives of busi-
ness and Government during the workshops that precede the completion of the guides. It is our hope
that the guides will in turn contribute to the dialogue, helping to strengthen and sustain it, for we are
convinced that in the long run it is this alone that will create conditions increasingly conducive to greater
flows of investment.

A ospuy

Rubens Ricupero Maria Livanos Cattaui
Secretary General Secretary General
UNCTAD ICC
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Note to the Reader

This booklet is published as part of the UNCTAD-ICC series of investment guides. The publications in this
series are intended for the use of foreign investors who are largely unfamiliar with the countries covered.
They are thus designed to offer overviews of potential locations for investment, rather than constitute
exhaustive works of reference or provide detailed practical instruction. They do, however, offer pointers
to sources of further information, in the private as well as the public sector.

There are two further features of these publications that the reader will find worth noting. One is that
they are third-party documents, intended to offer a balanced and objective account of investment condi-
tions. Their principal advantage in drawing the attention of investors to the countries they cover is credi-
bility. The other feature is that both their general structure and some of their specific content are the
result of consultations with the private sector.

The Executive Summary is followed by a brief introductory chapter. Then come the three chapters that
account for the bulk of the contents. “The Investor’s Environment” describes the general conditions in
which investors must operate: macro-economic conditions, infrastructure, human resources, etc. "Areas
of Opportunity” offers a description of areas of potential interest to foreign investors. “The Regulatory
Framework” focuses on regulations governing investment and foreign direct investment in particular. The
fifth and final chapter provides a summary of the feedback received from the private sector during the
process of preparing the guide.

The primary source of further information for an investor wishing to explore investing in Mozambique is
the Mozambican Investment Promotion Centre (CPI). Contact details of other selected sources of infor-
mation are provided in appendix 3. Appendix 2 provides a list, including contact details, of some 60
major foreign investors in Mozambique.
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Mozambique's turnaround

Mozambique's independence on 25 June 1975 led
to the adoption of a development strategy embed-
ded in the Marxist-Leninist ideology — as then
practiced in communist Eastern Europe and a
number of developing countries. As a so-called
“frontier state” in relation to South Africa, the
country soon found itself embroiled in a complex
military conflict of multiple origins: domestic,
regional and international. Then, in the first half of
the 1980s, the Government embarked on a reform
process that began by focussing on economic lib-
eralization and gradually moved on to encompass
political reform.

The Government's drive for reform, assisted by the
end of the military conflict and the sweeping polit-
ical changes in neighbouring South Africa, had
transformed Mozambique by the mid-1990s into
a multiparty democracy with a market economy. In
recent years, the economy has grown by up to 10
per cent per annum and is expected to maintain
a high level of growth for the foreseeable future.
The success of Mozambique's turnaround has
been complemented and enhanced by increased
external assistance from bilateral and muiltilateral
donors, which has amounted to an annual average
of $550 million since 1994.

Investment opportunities are numerous

With a mostly poor population of 17 million, the
Mozambican market is small in itself. However, its
integration into the Southern African Development
Community (SADC) offers investors easier access to
the main market in southern Africa: South Africa
and the other 12 member countries. Agriculture
(cashews, cotton, tobacco, sugar and other cash
crops) and fishing and aqua-culture (prawns and
shrimp) are the backbone of the Mozambican
economy. Investment opportunities are also avail-
able in the related agro-processing industries,
especially in the southern region. The liberal eco-
nomic reforms pursued by the Government, the
almost complete privatization of formerly state-
owned enterprises, and a variety of generous
incentive schemes have laid the ground for prof-
itable investment in a number of areas: cash crops,
manufacturing, financial services, export-process-
ing (cashews, aluminium), etc. The traditional
Mozambican role of providing its eastern and
southern neighbours with access to sea-ports has
given transport (rail, road, ports) and related serv-
ices a central role in the economy, as illustrated by
the Maputo, Beira and Nacala corridors. Their fur-
ther development now depends heavily on private
— and especially foreign — investment.

The country’s location, its abundant endowment
of renewable energy (e.g. the Cahora Bassa proj-
ect), its still unexploited mineral wealth and, last
but not least, its market-oriented policies have
attracted a number of large-scale manufacturing
and mineral-exploration projects to Mozambique
in recent vears. The most brominent of these is the




