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Large investments in infrastructure and services in
the extractive sector is opening up new markets for

local SMEs

- Mines (R|0 Tinto)
Benga Mine and Power $1.3bn
(Rio Tinto, Tata Steel
and Jindal)
$1.0bn Ib
= Potential size of new end
market generated from these

investments is around
US$20-35bn in next 5-10 W—
years

Ncondezi Mine and
powerplant
(Ncondezi)

ENI, Anadarko, Statoil,
Petronas Gas Fields
$15-20bn

(titanium)

Kenmare Moma Mine
$460mn
L 3

Nampula-Nacala corridor
| and port: Vale investing US
\ $4.46bn in rehabilited and
extended line to Tete and
-\ deepwater port to erach
. <na rail line corridor and 18mtpa by 2015

Belra port- main route for

e Already at least US$5-6bn
has been spent in
Mozambique

N coal export. To reach

i capacity of 6.5mtpa by 2014
- L and 20mtpa by 2017. Shared
mainly between Vale(4mtpa)
and Rio Tinto (2mtpa).

R

i
. Potential growth hub
for local content %

T \
= j PN
‘.' Key growth transit and \
A 4 logistics corridors \ \

« Figures reflect Mozal aluminum
estimated amount of . smelter & powerplant 2
investment at each $2.1bn

site
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What are some of the key issues LC will try to

address?
Th
. €se
Non-competitive the an
markets: o © bug; ket faj
by Ne lur,
; SA Ss e,
Mozambican be doy,,, » 6/71,,,.0 Weak
business 'Ng o n SME n’"ent en
environment don't . e co S ay, ang
. Information Mpeti. "V
facilitate equal Asymmetry: litiy, Oom
market access to information

allow local SME’s needed on market

trends, standards,
best practices and
technology

Market
structure: not
enough sellers

Absorptive

and few buyers capacity:
SMEs cant
handle o
Timing: local
dzr;sailgg Snggd market not
» Results in inability to reach multiplier synchronized
effect in economy from new FDI and with new

. . .o . . man
earnings; insufficient spillover into local Seliane

markets:; local markets not able to
leverage new opportunity to increase
comnbnetitiveness



Other country experience with local content can
Inform Mozambique’s action

The Government will look to others to learn from their experiences....

Nigeria South Africa Trinidad and
Tobago
Policy Instrument Nigerian Oil and Gas  Local Content and Broad based socio- National Policy

Industry Content Local Participationin ~ economic Charter for  Guidelines for the

Development Bill, Petroleum Activities the South African Utilization of Local

2010 Policy, 2010; Mining and Minerals Goods and Services
legislation pending, industry, amended for Government and
2013 2011 Government related

projects, 2004

Local price margin Yes, within 10% Yes, within 10% BEE specific targets No
Tender requirements  Nigerian content pta Employment and Employment and Encourages3/V¥s:
Employment plan training plan within training plan 4 year creation w
12 months of license  period Content Chamber;

Limited to Policy;

Distinguishing Highly prescriptive by  Process started with
establishment of
DES ortent

features sector and good,; a Policy before law;
requires significant designs .
growth of institutions;  development Fund ’ Chamber; use
developmer procurement and /V's to transfe
m enforcement; and technology
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Recommended Option Option 3- Establish a Local
Content Policy Framework

Principles of the Policy for Local

Content

< Set clear vision, strategy and approach
for local content _ . | Key Content

<- Transparency and information sharing,
public and private v

< Focus on jobs not definitions of business Local Content Procurement Plans
ownership v Local employment plans and targets

<~ Partnership between public and private v Full disclosure and open bidding
sectors v' 3 Party Local Content Center of

< Alignment- target sectors that have Excellent (funded by special

greatest commercial appeal to extractive
sector consumption to maximize

development fund)

sustainability v' M&E strategy based on strong
<~ Require local content procurement and guantitative information to track
employment plans progress
< Incentive-based rather than regulatory v Incentives for investors (i.e. tax)

based
< Strengthen entire business environment
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Principles of engagement for private sector

* Be proactive: lead rather than follow

 Form partnerships: with public sector and amongst
private sector

* Pool resources and target focus sectors

« Strive to meet industry standards and ratings
e Help shape policy moving forward
 Engage civil society
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Thank you

Zachary Kaplan@dai.com




