
Mazarnbíqwe /oses gold "sttbsidY'

The forrnal abolit ion of the long-defunct of-

Iicial gold price has had consequences both
for thõ Soüttr African gold mines, and for

the government finances of neighbouring
Nlozãrnbique. Black workers from that
countrv hàve hitherto been employed in
South Africa's gold mines under the terrns
of the so-calleilMozarnbique Convention,
which required part of their wages to be
paid in deierred forrn to their government in
gold valued at the official Price.

The benefit of this arrangement to the
Nlozambique goveÍnment - although not
to the mine workers, who continued to re-
ceive their deferred wages in their own
national currency - has increased in recent
years along with the free-marked price. of
gold, and at its peak exceeded $120 mill ion
in a single year. In l '917 the figure was
down to nearer $30 mill ion owing to the
contraction in the N{ozambique labour
force to about 109ó of the black workers
employed on the mines. But even at this re-
duced- level  i t  s t i l l  represented the major
propoúion of Mozambique'9 total. foreign
èxchange earnings. With the gold price
cl imbin"g steadi lv .  South Afr ica 's l iabi l i ty
rvas virtually open-enCed so long as any
Níozambique labour cont inued to be em-
ployed at  a l l .

It also imposed an altogether unneces-
sary cost burden on the South African gold
rnining industry, and especially on the rnar-
ginal mines. These are the main employers
of Mozambique worliersn and the extra cost

they were carrying on that account was
rrrobablv in the region of R20 million ($23
inillionia year. Spãkesmen for the industry
believe that for this reason the ending of the
"gold subsidy" could result in the increased
ernployment of Mozambique workers as
weil as an improvernent in the competitive
position of the rnarginal mines.

'Ihe 
ending of the Mozambique Conven-

tion is the result of South Africa taking ad'
vantage of the International N{onetary
Fund'i new articles of agreement, which
carne into effect from April l. The coun-
try:s gold reserves will in future be valued
monthly under a new formula whereby the
price will be the average of the last l0 Lon-
don f ixing prices in that monih, less l0%.

The first new price calculated by this
method is $ló3,27 an ounce, which puts a
value of about Rl370 mil l ion ($1 575
million) on South Africa's gold holdings
and Rl 730 mil l ion ($2 000 mil l ion) on the
country's total foreign exchange reserYes.
This figure does not take into account the
short-term liabilities, however. These protr-
ably amount to R.l  530 mii l ion ($1 760
miliion;, so the net figure for the reserves is
a modest R.200 mil l ion ($30 mil l ion) or so.

Even the paper profit on the gold revalua-
tion is mainl5r illusory. It is to be üsed in a
bookkeeping operation to offset the consi-
derable losses accumulated by the Reserve
Bank on the Governrnent's behalf in pro-
tecting forward contracts against currency
changès. The current total of these losses is

about Rl 134 mil l ion ($l 304 mil l ion) but
Ínore are l ikely to accrue as exist ing con-
tracts expire.
_-Announcing the change in parl iamenr,
Finance Nlinister Owen Holwood ex-
plained that "In future, the mines will re-
ceive the market price for all gold sotd by
them to the Reserve Bank." Pieviously the
mines were paid only the official price for
their gold when bought by the Bank, with
the-remainder paid over to them after gold
had been sold on world markets. The result
was that the bank was under strong press-
ure to sell as quickly as possible so as not to
retard the flow of cash to the mines. Under
the new arrangement there should be more
scope for the Government to choose the
nnost suitable time íor selling the country's
gold. [n other words, to play the markèt.

Mozambique miners: mo:re jobs available

s**s***i*$(Ì

T o  T H E  P o r N T  2 1  A P R T L  1 9 7 8  v .  ?  r  n '  I  o


