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Mozambique Forced to Restructure After Debt
Default.
Economic growth proves unsustainable for Southern African state in present
world situation

By Abayomi Azikiwe
Global Research, March 21, 2018

Region: sub-Saharan Africa
Theme: Economy, Global Economy, Oil and

Energy, Poverty & Social Inequality

Since 2014 many energy producing emerging states in Africa and worldwide have fallen into
recession resulting in long term financial implications.

Mozambique was declared in default and plans to work out new terms of payment on at
least $2 billion in bonds held by western investors. The escalation in national debt is clearly
related to the significant decline in commodity prices and the lack of currency reserves to
offset the rise in payments demanded by international financial institutions.

It was announced during late February that Mozambique would be in default for another five
years.  A  meeting between Mozambican leaders  and International  Monetary  Fund (IMF)
officials  on  March  5  revealed  that  its  public  sector  debt  to  Gross  Domestic  Product  (GDP)
was 128 percent.

Economic growth rates have been in decline since 2015 when it was 6.6 percent. In 2016
the growth rate shrunk to 3.7 percent.

IMF executive directors are prescribing the traditional measures related to restructuring.
These include the reduction in public spending through the consolidation of government
departments along with the shedding of assets through a process of privatization.

The text of the IMF Article IV review says:

“The  outlook  remains  challenging.  Absent  further  policy  action,  real  GDP
growth is expected to further decline over time while inflation would remain at
current levels. The fiscal deficit would expand, leading to further accumulation
of public debt and crowding out of the private sector. Banks’ rising exposure to
the government combined with high interest rates, create potential macro-
financial vulnerabilities.” (IMF, March 7)

Yet the purported challenges facing the Mozambican economy are the direct result of the
western financial system which the IMF represents. This entity based in Washington, D.C. is
an outgrowth of the post-World War II monetary system that established the United States
as the leading imperialist country internationally.

Measurements of the GDP in this Southern African state are contingent upon its ability to
produce and sell its resources within the global market. When prices fall based upon the
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economic policies within the western nations, Mozambique and other African countries will
undoubtedly suffer.

With the decline in foreign exchange earnings inflationary pressure will be brought to bear
on the economy. Consequently, current account deficits rise significantly and obligations to
both domestic and foreign interests cannot be met in a timely fashion.

In the short-term, the government has indicated that it is seeking international assistance to
respond to a threat by pests to its agricultural production. Deputy Minister of Culture and
Tourism, Ana Comoana, spoke on March 13 about the potential catastrophic impact of
these pests if effective measures are not enacted.

Comoana noted that up to 30-40 percent of crops could be destroyed if the problem is not
addressed with urgency. Consequently, the government in Maputo needs at least $US2.6
million to take the corrective action aimed at halting the destruction otherwise the financial
situation will further deteriorate.

Natural Resources in Abundance

Mozambique has tremendous resources in the agricultural, minerals and energy sectors.
This reality illustrates that the character of its relationship with the leading capitalist states
is at the source of its historic and contemporary problems.

As a former Portuguese colony beginning in the late 15th century, the country was exploited
heavily by what became one of the poorest states in Europe. The African people through the
leadership of the Mozambique Liberation Front (FRELIMO) waged a protracted political and
armed struggle during the 1960s and early 1970s which won national independence in June
1975.

Imperialist interests in Portugal withdrew technological resources from the nation during the
dawn  of  freedom.  The  government  of  the  first  President  Samora  Machel  set  out  to
reconstruct  society  based  upon  the  interests  of  the  masses  of  workers  and  peasants.

Nonetheless, the FRELIMO government faced formidable challenges through the deliberate
destabilization  efforts  of  the  settler-colonial  regime  in  neighboring  Rhodesia  from
1975-1979, when this former British colony gained its independence and became modern-
day Zimbabwe. Later the white-minority apartheid regime in South Africa continued to fund
the  so-called  Mozambique  National  Resistance  (RENAMO)  which  worked  on  behalf  of
imperialism in an attempt destroy the revolutionary process. Both Rhodesia and apartheid
South Africa engaged in direct military operations in Mozambique during these periods
leaving hundreds of thousands dead and dislocated.

The agricultural sector in Mozambique supplies 90 percent of domestic food products with
crops such as cassava, maize, millet, rice, tea, tobacco, sugar and beans. Cotton is the
major agricultural export crop in the country. There are attempts underway to rejuvenate
textile  production  utilizing  this  resource.  In  addition,  fishing  is  also  an  important  element
within the national economy.

However, due to continuing problems within the storage and transportation sectors it is
estimated that 30-40 percent of food products rot while waiting to be sent to their market
destinations.  Harvests and livestock are often endangered as well  due to drought and
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flooding which has dislocated hundreds of thousands of people over the last two decades.

Strategic minerals and energy have been the focus of economic activity in the current
period of economic development. An abundance of raw materials are surveyed in an article
published by Britannica.

This report says that:

“Key  metallic  resources  include  high-quality  iron  ore  and  the  rare  and
important  mineral  tantalite  (the  principal  ore  of  tantalum),  of  which
Mozambique has what may be the world’s largest reserves. Gold, bauxite (the
principal  ore of  aluminum), graphite,  marble,  bentonite,  and limestone are
mined  and  quarried,  and  sea  salt  is  extracted  in  coastal  areas.  Other
development efforts have focused on the production of heavy mineral sands in
Zambézia  province and on a  project  to  mine ilmenite  (a  major  source of
titanium) at Moma in Nampula province. Mozambique’s other mineral deposits
include manganese, graphite, fluorite, platinum, nickel, uranium, asbestos, and
diamonds.”

Oil and natural gas drilling activity is providing enhanced potential for acquiring the financial
means to build Mozambique into a major economic base within the sub-continent where the
country plays a significant role in the 16-member Southern African Development Community
(SADC). Exploration for oil is a continuing work-in-progress.

However, the advent of enormous natural gas fields in Pande and Temane within Inhambane
province could be a mechanism for both external  trade and domestic consumption.  In
February there was the signing of a deal between the Mozambique Council of Ministers and
the Houston-based Anadarko Petroleum Corporation said to be worth $20 billion. Liquefied
Natural Gas (LNG) resources in the country could make Mozambique the fourth largest
producer of this energy resource in the near future.

According to an article in Bloomberg:

“Anadarko Petroleum Corporation is in talks to sate China’s increasing appetite
for liquefied natural  gas from its planned development in Mozambique. It’s  in
discussions  with  ‘a  variety  of  Chinese  counterparts  including  national  oil
companies and emerging independent LNG buyers,’ Anadarko said. Increasing
consumption makes China ‘a long-term strategic market for the Anadarko-led
Mozambique LNG project.’  China’s  record-breaking gas demand could help
spur  investment  decisions  on  projects  to  export  LNG  from  East  Africa,
according to Emma Richards, a senior oil and gas analyst for BMI Research.
LNG prices were buoyed as Chinese imports rose almost 50 percent in the first
10 months of 2017, making it the world’s third-largest buyer after Japan and
South Korea, according to data compiled by Bloomberg New Energy Finance.”

The Mozambican Crisis and the Broader Pan-African Global Context

A  nation  with  such  economic  potential  should  not  be  in  financial  default.  The  only
reasonable explanation for this situation is to be found within the international domination
by imperialist interests over Africa and other emerging regions of the world.

https://www.britannica.com/place/Mozambique/Resources-and-power
https://www.bloomberg.com/news/articles/2018-01-09/anadarko-discussing-mozambique-lng-supply-with-chinese-buyers


| 4

Mozambique debt graph

Judging from historical fact the capitalist “restructuring” of post-colonial African economies
during the period between the late 1960s and the conclusion of the 20th century did not
improve the overall standard of living for African workers, farmers and youth. At present
there is the re-emergence of the African debt quagmire stemming from the decline in
commodity prices and the lack of inter-state continental economic relations.

As  long as  African  Union  (AU)  member-states  remain  junior  partners  within  the  world
capitalist system these problems will continue and hamper the sustainable development
and sovereignty of the region. Social by-products of this continuing dependency portend
much for the national and continental security of Africa. Hence the rise of the U.S. Africa
Command (AFRICOM) over the last ten years is providing a military force for the imperialist
agenda of institutionalizing neo-colonialism into the indefinite future.

The AU Extraordinary Summit to create an African Continental Free Trade Area (ACFTA) in
Kigali, Rwanda during mid-March 2018 is a positive step in the right direction with a special
focus  on development  for  the  benefit  of  the  people.  However,  if  this  economic  integrative
effort  remains  within  a  global  production  and  trading  system  led  by  western  imperialist
states  it  can  never  reach  its  full  potential.

Genuine Pan-Africanism will  only be realized within the context of socialist construction
where a continental state led by popular forces is empowered to determine the destiny of
the people ensuring political and social independence of both domestic and foreign policy.
Mozambique is a case in point for a rethinking of the strategic agenda for the AU. Absent of
enacting a non-capitalist approach only leads to yet another generation plagued by poverty,
uncertainty and underdevelopment.

*

Abayomi Azikiwe is editor of Pan-African News Wire. He is also a frequent contributor to
Global Research.
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