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Country risk: Mozambique

Looking long term
Infrastructure improvements and ongoing stability will help Mozambique realise its mineral potential

Charles Laurie 
Head of Africa, Maplecroft

Major extractive opportunities un-
folding in Mozambique look set to 
transform livelihoods in one of the 

world’s poorest countries. These opportuni-
ties remain some of the most compelling in 
East Africa, provided that the government is 
able to ensure sufficient political stability for 
long-term investments. 

Given that the country is entering a pre-
election period, the government can be 
expected to highlight the need to fund social 
programmes with revenue from the extrac-
tives sector, highlighting ongoing links 
between development goals and natural 
resource revenues.

Weak social conditions
Mozambique’s potential coal production 
could reach 100Mt/y, while recoverable natu-
ral gas reserves are estimated at 3,620,000Mm3 
– figures that could also see upward revisions. 

Investment by extractive companies worth 
an estimated US$50 billion in developing rail-
ways and liquefied natural gas facilities in the 
Cabo Delgado province, also give a sense of 
scale and long-term confidence in the extrac-
tives sector. 

Nonetheless, the need for major infrastruc-
ture improvements and a continuation of the 
relative political stability the country has 
enjoyed over recent years – stability that has 
been rocked by recent unrest – are key fac-
tors for Mozambique. 

While the dazzling extractive figures sug-
gest the country provides significant oppor-
tunities, investors have good reason to 
remain cognisant of the overall risk. Chief 
among these is the potential for societal 
unrest due to Mozambique’s dire socio-eco-
nomic environment. 

The country has some of the worst develop-
ment indicators globally, with unemployment 
at 27% and approximately 54% of the popula-
tion living under the national poverty line (as 
of 2010). This socio-economic fragility leaves 
the country exposed to incidents such as the 
2010 food riots, which were initiated by a 30% 
increase in the price of bread. Resulting vio-
lence left more than a dozen people dead and 
the government deeply shaken about the 
potential for further unrest. 

With poverty widespread and rural com-
munities remaining particularly disadvan-
taged, extractive investors and the 
government may face escalating challenges 

in the period leading up to the 2014 elec-
tions, when poverty and quality of livelihoods 
will remain major campaign issues. 

Government resolve
The October 2014 general elections will likely 
see the government facing mounting pres-
sure to ensure populist gains from the coun-
try’s natural resources. The opposition Mo-
zambique Democratic Movement (MDM) has 
highlighted the issue in their campaigns dur-
ing the November 2013 municipal elections. 

Furthermore, the ex-rebel group Renamo 
has recently taken up arms, claiming that its 
recent string of violent attacks have been 
undertaken to highlight grievances over une-
qual distribution of the country’s resources. 

This unrest has dented Mozambique’s rep-
utation as a stable investment destination 
with low levels of political violence since the 
end of the civil war in 1992. The attacks have 
also served to highlight and possibly foment 
tensions about the fairness and equity of 
benefits derived from natural resource gains 
and the presence of multinational investors.  

The notion of ‘ownership’ of natural 
resources – which are largely seen as a public 
good – is contentious and open to political 
manipulation. This is particularly the case 
when valuations of these assets suggest that 
local communities benefit only marginally 
compared to investors. 

Grievances surrounding the distribution of 
natural resource wealth will garner increased 
attention during the election period. How-
ever, the government appears to be genu-
inely sensitive to potential societal unrest 
and calls to reduce poverty, with concomi-
tant willingness to reduce it. 

Investors have also seen the willingness of 
local communities and civil society groups to 

become vocal if they believe their interests 
are not being upheld by government or for-
eign companies. For example, a May 2013 
Human Rights Watch report outlined con-
cerns over the adequacy of provisions to 
communities who had been resettled as a 
result of mining sector developments. 

Several protests by local communities have 
damaged relations between investors and 
local stakeholders and resulted in the con-
cerned companies being exposed to negative 
coverage by the international news media. 
The incident in which local communities have 
been relocated highlights the need for inves-
tors to seek efforts to improve livelihoods as a 
component cost of their overall operations.   

Investor opportunities
Despite the recent Renamo-linked unrest, 
there are strong commercial opportunities for 
investors, particularly in the extractive sector. 
The government will likely begin shifting, al-
beit gradually, from luring investors through 
major incentives to taking additional concrete 
steps to ensure mandated employment crea-
tion, tax revenue generation and infrastruc-
ture development. This is increasingly likely 
given the pressure the government is facing 
from the MDM party at the polls, where social 
issues remain inextricably tied to natural re-
source wealth and distribution.  

Politicians are expected to make overt pro-
nouncements of larger-scale future populist 
demands from investors. However, populist 
policies may not materialise in the post-elec-
tion period once the frenzy of electioneering 
dies away. Investors can take confidence that 
the government remains on course to sup-
port policy continuity that seeks poverty alle-
viation in part through the successful 
development of the extractive sector. 

Railway bridge over the Zambezi river in Mozambique 
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