REGARDS CROISES
REVUE TRIMESTRIELLE
N° 19 bis

RULES FOR SALE:

Formal and informal cross-border trade in
Eastern DRC

A Pole Institute Report
by Aloys Tegera and Dominic Johnson
Goma, May 2007

© Pole Institute 2007



Table of Contents

Preface
Executive Summary
Recommendations

1

4

5

: General aspects of cross-border tradein North Kivu
North Kivu, a hub of regional trade
The political economy of trade in North Kivu
The Goma-Gisenyi border relationship

. Patterns of cross-border tradein North Kivu today
Satistical and metholodogical problems
North Kivu's official trade statistics 2006
The mechanisms of export fraud

: Mineral exportsfrom North Kivu
Cassiterite, from mine to market
- themines

ownership disputes

the trading chain

- the extent of export fraud

- thereasonsfor export fraud

Other examples of export fraud

: Importsinto North Kivu
The mechanisms of import fraud in the Grand Nord
Petroleum import fraud
Informal imports: the case of tomatoes

: Gold tradein Eastern Congo
The South Kivu gold mines
The Ituri gold mines
Gold in South Kivu: from mine to market
- themines
- ownership disputes
- thetrading chain



Gold in Ituri: from mine to market
- themines

- ownership disputes

- thetrading chain

6: ldentifying problems, finding solutions

What is being done?

The new North Kivu provincial government's programme
- What needs to be changed?

Annexes

List of statistical sources
List of tables



Preface

This study was undertaken as part of a project by the British
Department for International Development (DFID) together
with USAID and COMESA to analyse the trade flows on
natural resources and other commodities out of the DRC. Pole
Institute, based in Goma in North Kivu, undertook to analyse
the mechanisms of trade in North Kivu and of gold exports
from other parts of Eastern Congo. Other research bodies
involved were Forests Monitor, INICA and Pact.

Research in North Kivu was undertaken between January and
May 2007 in Goma, Walikale, Beni, Butembo and Kasindi by a
team under the direction of Pole Institute manager Aloys
Tegera. Research in Bukavu and the mining areas of South Kivu
was carried out by a team under the direction of Eric Kajemba.
Research in Ituri was carried out by a team under the direction
of Alfred Buju.

The English and French versions of the report were written by
Dominic Johnson and Aloys Tegera.

Goma, May 2007



Executive Summary

The East of the Democratic Republic of Congo has always been
an important transit region for trade in Central Africa, linking
the Congo basin to the West with the Asian-facing ports to the
East. Most of the population lives near an international border
and knows how to profit from cross-border trade. During the
Congo wars, exports of natural resources from Eastern DRC,
especially North Kivu bordering Rwanda, became the subject of
many international investigations due to their role in financing
and sustaining conflict The underlying local factors which
made it possible for the export of natural resources to become a
determining factor in structuring power relationships were
never fully explored in this context. However, an
understanding of these factorsis crucial in order to understand
how to revive the Eastern Congolese economy, which has
always been very open and much more diversified than recent
debate on natural resources suggests.

This report seeks to explain why trade in Eastern Congo, and
North Kivu especially, happens in the way it does. Most
exports take place outside the formal system and are
unregistered. According to our research, cassiterite exports
from North Kivu alone were worth around $25m in 2006, and
gold exports from lturi and South Kivu up to $100m each. But
only a small fraction of this found its way into official statistics:
$7m for cassiterite, $2m for gold from South Kivu, none at all
for gold from Ituri. Of the cassiterite mined in Walikale district
and registered as being flown to Goma, less than half is
registered in Goma as having arrived, and only slightly more
than half of this amount shows in the export registers.

The vast amounts of unregistered exports serve to finance
imports of consumer goods and especially petroleum products
which are also subject to under-declaration. Officially, North



Kivu in 2006 exported goods worth $23m and imported goods
worth $109m, of which petroleum products were around $44m.
Without undeclared exports, this trade deficit would be
unsustai nable.

Conflicts over these trade operations and their control have
been a major factor in the recent wars of the region. The
cassiterite export trade centred around Goma towards Rwanda
and Uganda is the backbone of the business operations of a
Banyarwana trading elite in North Kivu, which through this
has tried to counter the power of a Nande trading elite based
around Beni/ Butembo with established links to the gold trade
of Ituri and South Kivu towards Uganda and Burundi.

This competition involves much more than just a race for the
best business opportunities. The Beni/ Butembo traders during
the war gave themselves their own, advantageous trading rules,
whereas the Goma traders had recourse to substantial military
power. The official end of the war did not reconcile these
conflicting interests. Political and military power struggles in
Eastern Congo arein part an expression of commercial rivalry,
but commercial rivalry in turn is an expression of competition
around means of ensuring one's own and one's community's
physical survival in an area of profound and prolonged conflict.

There is a further important dimension to informal trade in
Eastern Congo: The trading system favours fraud and non-
declaration. Export taxes in the DRC are higher than in
neighbouring countries, and thus traders benefit by bringing
their goods to a neighbouring country before declaring them
there instead of exporting officially from the Congo. Congolese
state agencies know this and take advantage of this situation by
extorting payments from traders in return for allowing
unregistered exports. In many cases, traders and officials come



to private arrangements with traders paying less than the legal
rate to agents who then keep the transaction out of the books.
,Fraud amongst consenting adults” is a convenient way for
individuals on both sides to profit from non-legality.

Opting out of this system is often not an option. Many more
state agencies involve themselves in trade control at the border
than provided for in the law, as well as members of a rapacious
and unaccountable structure of security forces with an endless
capacity for ,tracasseries”.

This systemic corruption is not confined to the border. Analysis
of the trade routes from mine to market shows that legal and
illegal taxation is prevalent all along the chain. For North Kivu
cassiterite, all taxes together add up to 15% of value, with a
further 10% of production retained by authorities in the mines.
For Ituri gold, an astonishing 40% of production, including a
30% royalty for the parastatal Okimo, is retained by official
bodies before the gold even leaves the mines, plus various
payments in the mining areas. For South Kivu gold, an array of
charges in the mining areas plus a series of roadblocks on the
way to Bukavu through some of the most insecure areas of the
DRC serves to keep trading costs high. Living conditions in all
mining areas are atrocious and consumer prices extortionate,
and the dependence of mining communities on the few traders
able to negotiate the trading routes and their barter regimes is
total.

The Congolese state appears to have no interest in improving
this state of affairs. Apart from the hefty taxes and
opportunities for parallel earnings, it appears that in all mining
areas uncertainty as to legal ownership of concessions has
increased recently, with new contracts being signed for existing
concessions and ownership conflicts remaining unresolved.
This increases insecurity. No development takes place in
mining areas, despite these being touted as showcase



attractions to international investors.

Ongoing initiatives at trade reform in the DRC have been
patchy, uncoordinated and ineffective. Their guiding
philosophy has been that increased controls reduce fraud, but
when the activities of state agencies remain unreformed,
increased controls simply increase opportunities for non-legal
private arrangements to keep trade outside the law. The new
,Third Republic”, with the 2006 Constitution and an elected
government, has not yet fulfilled its promise to improve local
governance by implementing the constitutional provisions
which allow revenue retention at source by provincial
governments instead of sending it all to Kinshasa, thus denying
local officials any incentive to increase official takings. As
Eastern Congo depends almost entirely on cross-border trade
for the public purse, this means that trade reform cannot be
realised. North Kivu's public revenues in 2006 totalled around
$20.5m, of which an astonishing $16.5m consisted of import
duties - none of which at present stays in the province.

On a technical level, trade reform in Eastern Congo needs to
take into account:
e The fact that tax rates are higher in the DRC than in its
neighbours
e The leviying of unofficial taxes in addition to official
taxesin the DRC
e The multiplicity of state agencies
e The prevalence of different tax regimesin different areas
¢ The continued involvement of the military in trade
e The general lack of trust on the formal economy
e The uncontrollable nature of the border
e The dysfunctionality of existing mining regimes
e Thelack of infrastructure

But on a more general level, the unresolved issue of



decentralisation, the unmet and pressing need for more human
security, the continuing impunity for those who enforce their
own private interests to the detriment of public ones and the
complete lack of economic perspectives for a population
desperate for improved well-being need to be factored into any
economic reform policy.



RECOMMENDATIONS

For cross-border trade in the DRC's natural resources to benefit
the Congolese population and the state, we recommend the
following.

COMMERCE:

- Provide transparent, impartial and independent
information on the rules and laws governing commerce,
customs and tariff regimes in the DRC as well as in
neighbouring countries.

- Remove incentives for fraud by harmonising tax regimes
and reducing the number of services on the border
trading posts through a ,guichet unique”; getting the
Congo Cargo Terminal in Mombasa (Kenya) to work
would be a first step towards better collaboration
between state services by getting the customs service
OFIDA, the trade control body OCC and the maritime
transport agency OGEFREM to work together

- Demand that the customs service OFIDA takes account
of existing control procedures for traded commodities,
such as the OGEFREM final destination documents
required in Mombasa and the transit declarations issued
by the Kenyan and Tanzanian authorities

- Separate economic, political and military power by
prohibiting and preventing all involvement of the
military and the politicians in trade; punish state agents
who collect illicit taxes and end the culture of fiscal
impunity

- Initiate transparency in the collection and use of public
revenues from trade

- Recognise and value the contribution of small-scale and
informal cross-border trade to the economy by limiting
formalities to simple registration of the movement of
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goods and by providing traders with the information
necessary for their work.

ECONOMICS AND FINANCE:

Improve and develop road and energy networks in
agricultural and mining areas with the participation of
the local population

Put an end to the many tax exemptions granted to
certain businesses with no clear criteria which only serve
to consolidate imbalances in the local economy

Institute a level playing field between local Congolese
and multinational business especially in the allocation of
mining concessions and trading permits

Encourage better access for small traders to the banking
system and formal financial institutions, for example by
removing exorbitant charges and interest rates

Remove administrative obstacles and red tape which
inhibit the growth and legal operation of small
businesses

Put in place local development funds, administered
independently of provincial budgets, which channel
revenue from natural resources towards development on
the provincial level

Encourage regional management of energy resources
such as the methane gas in Lake Kivu and the oil
beneath L ake Albert

GOVERNANCE:

Clearly define and implement the provisions of the DRC
constitution on the retention of 40% of public revenues at
the provincial level and assure transparency and
accountability in the use of these funds by provincial
governments
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- Pay salariesin the public sector and the security services

- Safeguard the rights of local communities living within
territories granted as mining, forestry or oil concessions
before contracts are signed and take account of the
possible environmental impact of prospection,
exploration and mining; negotiating such contracts must
be done publicly and transparently

- Invite the international community to take responsilibity
for the actions of investors from its various home
countries in high-risk ventures in the Congo, controlling
them and making them accountable for their business
practices in their home countries and in the DRC

- Initiate and strengthen permament dialogue between the
state and the local population at all levels and guarantee
that the latter's voice is heard

LIVELIHOODS:

1. Strengthen artisanal mining and ensure its coexistence
with industrial mining by providing access to
appropriate technology, energy supplies and services

2. Organise the inhabitants and workers of small mines in
cooperatives so they can defend their interests

3. Develop local markets by improving security on local
roads managed and guarded by the local population

4. Prevent the emergence of trade monopolies and favour
competition

5. Ensure physical security and better access to land rights
and services for the rural population
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CHAPTER 1. GENERAL ASPECTS OF CROSS-
BORDER TRADE IN NORTH KIVU

North Kivu, a hub of regional trade

Situated at the crossroads between the vast, forested expanse of
the Congo river basin and the densely populated highlands of
Uganda and Rwanda, North Kivu in the East of the Democratic
Republic of Congo has always been a hub of migration and
commerce, of exchange of people and goods between the West
and the East of Central Africa. In its northern part, known as
,Grand Nord”, the Kondjo populations live on both sides of the
Rift valley and the Rwenzori mountains and thus on both sides
of the Congo-Uganda border; in the Congo they are known as
Nande. In the southern part of the province, known as , Petit
Nord“, the Banyarwanda population is found on the Congolese
and the Rwandan side of a border formed by a range of extinct
volcanoes. These are the two main ethnic groups with
significant cross-border links.

The natural features of the border, such as mountains and lakes,
have never been obstacles to trade in Eastern Congo. From Lake
Tanganyika in the south to Lake Albert in the north, the Great
Lakes have rather facilitated exchange between different
kingdoms and peoples. The volcanoes in between provide
pastoral zones for herdsmen who regularly move from one side
of the other in the search for pasture and salt. In precolonial
times, the salt mines of Katwe in what isnow Lubero district in
North Kivu were an important trading centre for what today is
Eastern Congo, Western Uganda and Southern Rwanda. The
traders of Katwe sold not only salt but also long-distance trade
products such as ivory and introduced long-distance imports
from the East African coast, including firearms. Iron and
finished metal products such as hoes and spears, produced by a
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special clan called Abashingwe not far from Lake Edward, were
traded between Eastern Congo, Uganda, Rwanda and Burundi.
The highland forests of Butembo and Buhunde furnished the
region with ornamental products.

Belgian colonial rule opened up Kivu for white settlers who
introduced coffee and quinquina plantations and began
exploring mineral deposits such as tin and gold. Colonial road
building connected Kivu to the rest of the Belgian Congo via
Stanleyville (Kisangani) port on the Congo river, while
organised labour migration from Rwanda into Kivu intensified
existing regional relationships across what was now an
international border.

North Kivu thus became part of an integrated system of
commerce spanning Central Africa from the Atlantic to the
Indian ocean. While natural resource extraction by
concessionary companies and transport of mining and forestry
products was organised within the Congolese borders, local
trade continued along the old cross-border routes. The majority
of Congo's population lives within 100 km of an international
border and has closer links with people beyond the border
than with other parts of the Congo itself.

The colonial opening of North Kivu gave the province a
reputation which it still enjoys today: that of the nation's
granary. Its exceptionally fertile arable territory, coupled with a
higher population density than that of other fertile regions of
the DRC, has caused it to become a major producer of beans,
potatoes, vegetables and beef. On the markets of Kisangani,
Lubumbashi and Kinshasa its products often command
premium prices - they have to be brought in by air. Tobacco,
sorgho, bananas, maize and milk products from North Kivu are
common on the markets of Rwanda and Burundi.
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North Kivu's cross-border trade is today organised around the
main trading posts of Goma (towards Rwanda) and Kasindi
(towards Uganda), each serving the two halves of the province
centred around the provincial capital Gomain the ,Petit Nord”
and the towns of Beni and Butembo in the ,,Grand Nord”. From
Goma, there is also direct access northwards to the lesser
border posts of Bunagana (towards Rwanda) and Ishasha
(towards Uganda), westwards to mineral-rich Walikale district
and southwards via Lake Kivu towards Bukavu in
neighbouring South Kivu. The Beni/ Butembo region is closely
linked to Ituri in the North and its own trading network with
Uganda. Lesser border posts such as Muyaga on the Ugandan
border or Kibumba on the Rwandan border are used for small-
scale informal trade between neighbours. Large parts of the
border are only sparsely demarcated and controlled.

Road links from North Kivu to other parts of the DRC no longer
exist; the only connection with the rest of the country is by air.
The only asphalt roads of significance link North Kivu with
Rwanda and Uganda and thus with Kampala, Nairobi and
Mombasa, Daressalam being slightly less accessible by road.
Thus the North Kivu economy is integrated into that of the
Great Lakes and East Africa as a whole. Almost all goods for
export are traded onwards to Asia and Europe via East African
ports, and many import goods reach the region along the same
route, or from Dubai or China by air via East African airports.
These trading routes have been in place for decades, and long
before armed conflict engulfed the region the activity along
them often escaped official records and taxes, Eastern
Congolese traders being reluctant to share their earnings with
rapacious bureaucrats in the capital Kinshasa 2000 km away.

Two further road links are important for North Kivu's trade.

The road westwards into the forest via Walikale, eventually
reaching Kisangani on the Congo river from where barges can
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reach Kinshasa, used to be the only land link between North
Kivu and the Western half of the country. Since the early 90s,
the road has been unusable due to disrepair and insecurity,
with part of the old road being used as an airstrip in Walikale
for the export of cassiterite. The German aid agency ,Agro-
Action Allemande” (AAA), which carries out small-scale feeder
road building programmes throughout North Kivu on a food-
for-work basis, has worked on this road and announced the
reopening of the road link from Goma to Walikale in October
2006. Renewed fighting has closed the road since and made
upkeep impossible, but if the road were to become usable again
it would dramatically lower costs for cassiterite transport from
Walikale to Goma and for consumer goods in Walikale, all of
which currently move by air. If the road link was extended
westwards towards Kisangani, North Kivu would once again
be linked by road to the shipping routes leading to Kinshasa.

The road southwards from Goma towards South Kivu's capital
Bukavu along the Western shore of Lake Kivu was closed for a
long time and reopened in 2005 after UNHCR repaired some
collapsed bridges. This could provide an alternative to lake
transport between Goma and Bukavu and give Bukavu airport
(at Kavumu, 40 km north of Bukavu) a direct link to Goma.
However, as yet the road is slower than the lake, and renewed
insecurity since the end of 2006 has made it unsafe.

Lastly, North Kivu's airports could play a role in boosting
trade. Goma had an international airport until January 2002
when it was partially submerged by the eruption of the
Nyiragongo volcano. Only small and medium-sized planes
have been able to use it since. MONUC has cleared part of the
lava-covered runway for its own use but has not rehabilitated
the airport as a whole. Possibly this was because of fears that
Goma businessmen, some of whom have been named as arms
and mineral smugglers in UN reports, could use it to expand
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their commercial operations. If it was repaired, however, it
could cut out Rwanda and Uganda as transit countries for some
airborne trading which currently has to be routed through these
countries. A second project during the war for an international
airport near Butembo in the Grand Nord, which Nande traders
there hoped would provide them with adirect air link to Dubai,
never materialised due to lack of funds.

The political economy of trade in North Kivu

The ethnic complexity of North Kivu is a major factor in the
dynamics of cross-border trade and a major source of
misunderstanding, tension and conflict. In the ,,Grand Nord”
around Beni/ Butembo trade is almost exclusively dominated
by Nande who have ethnic and commercial links with Uganda.
The ,Petit Nord” around Goma is divided between many
ethnic groups of which the Nande and the Banyarwanda (Hutu
and Tutsi) are the most important. The Banyarwanda have
ethnic and commercial links with Rwanda, and in the two
rebellions of 1996 (in which Kabila overthrew the Mobutu
regime in Kinshasa) and 1998 (which took the pro-Rwandan
RCD rebellion to power in Goma for five years) they
spearheaded the rebel armies supported by Rwanda. Thus they
tend to dominate this region, which in reaction caused the
Nande to tighten their control around the Grand Nord.

On a provincial level, the Congo war manifested itself in
attempts by the Banyarwanda and the Nande to consolidate
their hold on their respective areas of greatest influence,
including control over trade routes and trade incomes. This was
the background to the division of North Kivu during the war
between the RCD (dominated by Banyarwanda and supported
by Rwanda) in Goma with control over Goma trade and the
RCD-K/ ML (dominated by Nande and supported by Uganda)
in Beni with control of Kasindi trade.
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North Kivu effectively became two countries, with a frontier at
the edge of the Rift Valley at Kanyabayonga, where military
roadblocks completely closed the main North-South road of the
province and stopped goods and people from one half reaching
the other except by air or via neighbouring countries. The
strictly enforced division of North Kivu during the war is one
reason why it has always been the province with the highest
number of internally displaced (IDPs) in the entire DRC.

Each half of the province had its own trade and tax regime. In
the Petit Nord around Goma, officially the old rules applied.
The RCD government in Goma, seeing itself as a transitory
phenomenon on the way to taking power in Kinshasa, never
abolished current Congolese export and import duty rates and
kept the ,systeme déclaratif” whereby traders were supposed
to declare the exact nature of their merchandise and pay a
percentage of its value in tax; but in fact, controls were often lax
or non-existent for certain traders.

The RCD-K/ ML rebel movement in the Grand Nord around
Beni, which had no national amibitions but was created to
protect Nande interests against RCD-Goma with the help of the
Kinshasa government, instead instituted a ,systeme
forfaitaire”, in which fixed sums were levied on each cargo on
arrival at Kasindi border post without precise regards to their
content. Thus, according to sources interviewed, a container
declared as containing imported tissues and fabrics was taxed
at $6.000 in the Grand Nord, whereby the official tax rate would
be $45.000. A container of 55 m3 diesel was taxed at $5.000 in
the Grand Nord, whereby today the official rate would be
$13.838.

The formal reunification of North Kivu in July 2003, when the
warring parties of the DRC came together to form a united
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government in Kinshasa, did not immediately change this state
of affairs. The Grand Nord traders kept their trading
advantages, but at the same time the roads between the former
RCD area around Goma and the former RCD-K/ ML around
Beni-Butembo were gradually reopened and movement of
people and goods around the entire province became
progressively easier.

This led Banyarwanda traders in Goma to fear that Nande
traders using the Kasindi/ Uganda link would take advantage
of the newly opened roads to inundate Goma with cut-price
imports and undercut current Goma prices, while
Banyarwanda traders from Goma are still not accepted in the
Grand Nord. Nande traders on the other hand hope that
barriers to trade within North Kivu will now fall, giving an
economic boost to the province in general and themselves in
particular. Competition between the two groups is virulent in
business and in politics, and it dominates the economic and
security prospects of the province.

The Goma-Gisenyi border relationship

The border between North Kivu's capital Goma and the
neighbouring town of Gisenyi in Rwanda is a special case, as
both towns lie directly on the border. In the last ten years,
Goma (pop. 500.000) and Gisenyi (pop. 150.000) have
practically merged into a single town, with houses in some
places built right up the border and private doors in garden
walls constituting entry and exit posts beyond public control.
The two official border posts ,,Grande Barriére” on Lake Kivu
and ,, Petite Barriéere” near Goma airport and Gisenyi market are
places of busy daily commuter transit. The Birere areain central
Goma, situated between the border and the band of land
devastated by the Nyiragongo volcano eruption of 17 January
2002, has developed into a flourishing hub of informal cross-
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border trade, including at night, and it contains a number of
new stores and warehouses.

The consequences of the eruption of Nyiragongo volcano in
2002 and of persistent insecurity have caused many people to
move from Goma to Gisenyi, where living costs are
substantially lower and services are more reliable. The lack of
economic opportunities for the rapidly growing population of
the densely populated Rwandan North-West between Gisenyi
and Ruhengeri hasin turn led some Rwandans to seek work on
the Congolese side of the border, where the markets are bigger
and there are more job opportunities for example in
construction. According to the Rwandan immigration
authority, in 2004 around 700 Rwandans transited to Goma
daily and around 1000 Congolese to Gisenyi.

The export trade from the DRC to Rwanda in Goma-Gisenyi
consists mainly of primary products such as minerals and
foodstuffs, mostly bananas and beans. In the other direction,
Rwanda exports consumer products in transit from Mombasa
to DRC and also foodstuffs such as chicken, beef and milk
products - the cattle-raising industry in North Kivu was
practically wiped out during the war.

A paradox is that due to high indirect taxes in Rwanda, many
luxury imports such as wine and whisky are cheaper in the
DRC although they may have crossed from Rwanda in the first
place, so Rwandans buy them in the Congo. Many Rwandans
go to school in the DRC and many Congolese go to teach in
Rwanda where salaries are higher and more regular. Students
come and go between Goma and Gisenyi. For along time, there
were no banking services in Goma and all banking transactions
were carried out in Gisenyi using the Rwandan banking
system.
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A particular case is that of the disabled who use specially
adapted bicycles and wheelchairs to cart trade goods across the
border - they are exempt from tax and are thus used as
informal traffickers by all traders. They are capable of shifting
entire lorry-loads of goods across the border in a short time.

Political tension between Rwanda and the DRC is capable of
influencing the cross-border relationship and impacting
significantly on people's lives. Following the take-over of
Bukavu by the rebels of Laurent Nkunda in June 2004, Rwanda
closed the border to DRC - including that between Goma and
Gisenyi - for an entire month; this caused major hardship for
those people in both countries depending on cross-border
activities. In times of tension, minor incidents on the border
between Goma and Gisenyi serve as a political barometer for
the population.
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CHAPTER 2: PATTERNS OF CROSS-BORDER
TRADE IN NORTH KIVU TODAY

Satistical and methodological problems

There is no single reliable set of figures of exports and imports
from and into North Kivu. Five different agencies regulate
trade and collect statistics: the customs agency OFIDA (Office
des Douanes et Assises); the provincial commerce department;
the export control agency OCC (Office Congolais de Controle);
and in the case of mineral exports, the provincial mining
department (Division des Mines et Geéologie) and for some
products the certification office CEEC (Centre d'Expertise,
Evaluation et Certification).

OFIDA is the DRC state customs agency charged with
registering and controlling all imports and exports. It works on
the basis of self-declaration by the exporter or importer. On the
basis of this, an OFIDA ,vérificateur” accompanied by an
officer of the ,brigade mobile” certifies export products and
controls import products and produces a customs declaration.
This allows OFIDA to determine the customs value of the
product and to deduce and collect the customs duty, generally
5% of export value. OFIDA also collects all road taxes, charges
of the state maritime transport agency OGEFREM (Office
Congolais de Gestion du Fret Maritime) and the state industry
promotion fund FPI (Fonds de Promotion Industrielle) and
insurance levies on imported or transited vehciles for the state
insurance company SONAS (Société Nationale d'Assurance).

OCC is not a state agency, but a state-owned company with the
authority to control the quantity and quality of imports and
exports and to deliver a ,Certificat de Vérification a
I'Exportation” (CVE). In 1999 it lost the authority to control
precious mineral exports such as gold and diamonds. It uses
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the OFIDA trade values and takes a tax of 1.8% of export value
plus $140 laboratory costs per analysis. OCC also validates
import liences which have to bought by a registered importer
for a sum paid into a bank account. If there is no pre-shipment
inspection, OCC takes a 1% surcharge on the 3% import tax. On
29 December 2006, outgoing DRC trade minister Moise
Nyarugabo - a former RCD minister in Goma - lowered this tax
to 1.5% and the laboratory charge to $30.

Concerning mineral exports, the Mining Division of the
provincial government grants export licences after an agent
witnesses the weighing and sealing of export lots inside the
trading depots. For this, it collects 45% of a special 1.25% export
tax (taxe rémunératoire) plus $50 licence charge. It also grants
mining and trading licences and collects figures on incoming
minerals at Goma airport from the airport authority RVA
(Régie des Voies Aériennes).

The certification office CEEC was created in 2003 to verify and
certify the identity and origin of minerals for exports, especially
precious stones and gems. It is mainly concerned with
implementing the Kimberley Process for diamonds, but is also
supposed to certify gold, and since February 2007 it is charged
with the certification of all other precious and semi-precious
mineral substances and metals. For that, it collects the other
55% of the 1.25% export tax shared with the Mining division,
plus $100 per certificate.

The External Commerce Division registers all trade operations
and is supposed to promote Congolese trade. It collects no
export taxes apart from a special charge for scrap metal, but it
sells trading permits to foreigners and for cross-border
foodstuff and livestock movements.
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Table 1: Current DRC export dutiest

Products OFIDA export
duty

Silver, platinum, copper, zinc, cobalt, cadmium, 10%
cassiterite not from artisanal mines, resins

Untreated timber 6%

Minerals and their concentrates except where 5%
indicated otherwise, oils, metals, scrap metals,

scrap copper

Industrial diamonds, industrial gold 3%
Artisanal diamonds, artisanal gold 1.5%
Unroasted coffee, electricity 1%
All other goods 0%

The various agencies each collect their own sets of trade
records, and not every agency covers every product in its
statistics?. Scrap metal, goat skins, vanilla, pigeum bark and
rauwolfia bark exports are covered by OFIDA but not by OCC.
Timber exports are covered by OFIDA in Kasindi but not in
Goma. But OCC in Goma as well as the Rwandan authorities
register large amounts of sawn timber at the Goma border. On
the other hand, OCC registers hardly any sawn timber exports
in Kasindi, whereas OFIDA does. OCC in Goma registers trade
in foodstuffs, OFIDA does not except for small quantities of
mai ze.

Even where the same product and the same transaction is
covered by several agencies they can register different numbers.
In Kasindi, OFIDA registers four times as much coffee as OCC,

1 Asfixed by law, 13 March 2003. Source: OFIDA
2 See Annex | for acomplete list of statistics consulted and used in this report.
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whereas OCC registers four times as much tea as OFIDA.
Wolframite exports in Goma 2006 vary hugely by agency: 392t
cccording to OFIDA, 295t according to the Commerce Dept,
268t according to OCC, but 401t according to the Mining Dept.

Some variations are accounted for by the fact that any
transaction is registered with different bodies on different days
and can thus easily slip from one month to the next between
consecutive registrations or even from the end of one year to
the beginning of the next. Thus OFIDA, OCC and the
Commerce Dept. all register 97t of cassiterite exports for
January 2006, but the Mining Division only 72t. The reason is
that the first three bodies register four transactions but the
Mining Division only three, with the last container of 25t which
was registered with OFIDA on 31 January slipping into
February.

However, within the same transaction surprising differences
can occur, or transactions may disappear between registrations.
This happens most often with minerals. Quite often a cassiterite
load appears to lose weight on the way from OFIDA to OCC
registers - rounding down is common, foe example from
46.116t to 45t, from 51.91t to 50t etc. A cassiterite load of 19.2t
registered by the Commerce Dept and by OFIDA in March 2006
by a firm called ,Nyiragongo”, which never appears again, is
not even given any export value or customs number and is
untaxed, although the Commerce Dept. values it at $28.031.
Several cassiterite loads of the MPC mining firm, which mainly
buys cassiterite in Walikale and sells it to its sister company
MPA in Gisenyi/ Rwanda for processing, appear in OCC
statistics but not in others.

OCC fails to register any wolframite exports from Goma at all
in November and December 2006, while OFIDA registers six
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transactions of 134t, the Commerce Dept five transactions of
112t and the Mining Division two transactions of 156t. Certain
rare minerals - turmaline and yellow zircon - are exported as
,samples” only, therefore not valued or taxed, but turmaline
,samples” exported in 2006 total 529t according to OFIDA and
599t according to the Commerce Dept.

For the purposes of a comparative analysis of trade in Goma
and Kasindi, OFIDA figures are used in this study as it is the
body charged with registering all taxable export operations and
as the higher totals registered by this body can be assumed to
come closer to reality than the others.

Due to insecurity, no figures were available from Bunagana and
Ishasha border posts which lie in areas heavily affected by
fighting between FARDC, Nkunda rebels, Mai-Mai and FDLR.
The competent bodies in Goma did not have any figures for
these trading posts either3. The security situation probably has
had an adverse effect on trade along these routes although they
are historically important. Ishasha provided the only direct link
from Goma to Uganda during the time when North Kivu was
divided and is believed to be an important source of petroleum
and other consumer goods imports from Uganda bypassing
Rwanda. Some export goods declared in Goma, including lots
of cassiterite exports, are also registered as transiting through
Uganda rather than Rwanda, indicating that they were
supposed to take this route. This may however have included
false declarations designed to make certain movements at the
Goma-Gisenyi border officially invisible.

3 At the time of writing, Ishasha was completely inaccessible from the Congolese
side due to an FARDC offensive against FDLR. Bunagana had been affected by
FARDC-Nkunda fighting in 2006, Ishasha by Mai-Mai and FDLR activity in
2005 and 2006
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North Kivu's official trade statistics 2006

Table 2: North Kivu external trade balance 2006, in $*

Goma Kasindi Total North
Kivu
Registered  10,615,959.12 12,690,018 23,305,977.1
exports 2
Registered 54,641,535 54,226,411.13 108,867,946
imports
Balance -43,999,575.88 -41,536,393.13  -85,561,968.9

Main exports Goma:

- Cassiterite $7,013,359.14 (66.1%)
- Coffee $1,284,699 (12.1%)

- Quinquina $887,745.81 (8.4%)

- Coltan $206,847.27 (2.0%)

M ain exports Kasindi:

- Coffee $6,548,561 (51.6%)

- Quinquina$2,516,113 (19.8%)
- Papain $2,492,891 (19.6%)

- Boisfinis $397,960 (3.1%)

Main exports North Kivu as a whole:

- Coffee $7,833,260 (33.6%). Kasindi share: 83.6%

- Cassiterite $7,065,123.14 (30.3%). Goma share: 99.3%

- Quinguina $3,403,858.81 (14.6%). Kasindi share: 73.9%
- Papaine $2,492,891 (10.7%). Kasindi share: 100%

- Wolframite $1,063,567 (4.6%). Goma share: 80.8%

Main Goma imports 2006:
- Petrol and petroleum products: $17,127,699.21
- Vehicles and vehicle parts: $5,456,761.61

4 Source: OFIDA (except OCC for non-petroleum imports through Kasindi)
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- Medicines; $4,620,015.56

- Processed food: $3,149,439.13

- Prefabricated construction materias: $2,846,047.26
- Second-hand clothing: $1,857,908.80

- Powdered milk: $1,320,054.11

- Concrete: $1,078,343.73

- TV sets: $935,650.63

- Machines: $759,952.30

Kasindi imports 2006:

- Petrol and petroleum products: $27,106,945.13

- Others: $25,585,732. Many non-petrol importsin Kasindi are
classified as , diverse goods” and therefore there are few
meaningful figuresfor individual categories of goods.
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Table 3: Exports asregistered by OFI DA and OCC from North

Kivu 2006, in $

Product OFIDA:
Goma

Coffee 1,284,699

Cassiterite  7,013,359.14
Quinquina 887,745.81

Papain 0
Wolframite 859,537
Treated 0

timber

Untreated O

sawn

timber

Coltan 206,847.27
Cocoa 0

Tea 97,635.75
Gold 109,918.17

Goat skins 75,296.95

Scrap metal 56,784.10
& dags

Niobite 17,136.05
(Pyrochlore

)

Maize 6,999.88
Vanilla 0
Pigeum 0

Rauwolfia 0

OFIDA:
Kasindi

6,548,561
51,764
2,516,113
2,492,891
204,030
397,960

322,681

10,711
125,042
15,925
0

0
c.1160
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OFIDA: Total OCC:

North Kivu

7,833,260
7,065,123.14
3,403,858.80
2,492,891
1,063,567
397,960

322,681

217,558.27
125,042
113,560.75
109,918.17
75,296.95
57,944.10

17,136.05

6,999.88
c. 3180
0

0

Goma

1,200,224
6,846,890.86
839,140

0

590,708.16

0

387,737

209,520
0
80,006
109,601
0
120,000

17,220

89,663.33
0
0
0

OCC:
Kasindi

1,478,476
10,000
2,648,298
2,395,702
201,660
335,258

5,942

20,000
117,690
65,043
347,726
0

0

0

0
102,600
18,600

OCC:
Total
North Kivu

2,678,700
6,856,890.86
3,487,438
2,395,702
792,368.16
335,258

393,679

229,520
117,690
145,049
457,327
0

120,000

17,220

89,663.33
0

102,600
18,600



Sorgho 0 0 0 43,422.76 0 43,422.76
Palm Oil 0 0 0 21,430.73 0 21,430.73
Potatoes 0 0 0 9,781.51 0 9,781.51
Bananas 0 0 0 5,028 0 5,028

Chalk 0 0 0 3,110.45 0 3,110.45
Tobacco 0 0 0 893.69 0 893.69
LampOil 0 0 0 775.33 0 775.33
Turmaline ValuedatO 0 0 0 0 0

Zircon Valued at O 0 0 0 0 0

Total 10,615,959.12 12,690,018 23,305,977.12 10,575,352.82 7,746,995 18,322,347.8
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The ,Petit Nord” (Goma) export economy is centred around
minerals, that of the ,Grand Nord” (Kasindi - Beni/ Butembo)
around agriculture and forestry, with the quinquina plantation
economy based on the operations of the Pharmakina quinine
factory in Bukavu in second place in both regions.

Historically, Kasindi has been a much more important trading
post than Goma. The rise of Goma as a trading centre is due to
the war, the loss of trading routes between Goma and Kasindi
and therise of a mineral economy in the southern part of North
Kivu during that time. Without the cassiterite boom of recent
years, Goma's export earnings would dwindle to next to
nothing and the Nande-dominated , Grand Nord” export trade
would be almost the only source of export earnings for the
whole province. Thisiswhy the cassiterite trade is politically so
important and controversial.

The central role of the cassiterite trade is emphasised by the fact
that it isthe only significant source of export duty earnings
from North Kivu. Total OFIDA takings from North Kivu
earnings in 2006 were divided as follows:

Goma: $410,369.23 of which cassiterite $337,926.82 (82.3%)
Kasindi: $81,827 of which coffee $56,244 (68.7%)
Total: $492,196.23 (cassiterite: 68.7%; coffee: 11.4%)

It is shown that while Kasindi has a greater share of North
Kivu's trade, it contributes much less to the public purse than
Goma. This is almost entirely due to the predominance of
cassiterite, which like most mineralsis heavily taxed, in Goma's
export trade. Cassiterite exports contribute under one-third of
total North Kivu export values but over two-thirds of total
customs revenue from exports. The disproportionate taxation of
cassiterite relative to North Kivu's other exports may explain
why cassiterite is most vulnerable to smuggling and fraud -
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along with timber.

The mechanisms of export fraud

All operators and services in North Kivu agree that a large
proportion of goods entering and leaving the province from/ to
neighbouring countries passes the border informally even
through recognised border posts. This can take various forms:

goods are free of tax and/or import/export duty and
therefore the customs bodies do not bother to register
them

goods are taxed and in order to reduce the tax burden,
importers/exporters bribe customs officials and other
state agents to register alower quantity/value or even to
let them through witout registration

the state bodies concerned decide as bodies not to apply
the official tax/customs regime either in full or in part to
all or some traders, against payment

taxed goods are hidden underneath non-taxed goods and
detailed controls are either lax anyway or relaxed against
payment

traders obtain tax exemptions for certain goods and use
them to hide other goods amongst a consignment of
exempt goods

traders in possession of tax exemptions trade on behalf of
other people who do not have exemptions

goods are traded by people with good military links or
members of the military, and security services are
ordered to ask other servicesto go away while their
vehicles cross

goods cross at non-official border posts - in the open
countryside, on side roads between Goma and Gisenyi
(this against payment to whatever security agencies are

5 Interviews with state services and traders in Goma, January-April 2007
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stationed there, or with their involvement), through
gates in the garden walls of houses belonging to state
officials directly adjoining the border, or on remote
shores of Lake Kivu where no services are legally present

Only the first of these options can strictly be defined as ,legal
but unrecorded” trade, which is the mainstay of the informal
economy and thus the most important part of the North Kivu
survival economy as a whole. The others involve varying
degrees of illegality over which the trader does not always have
control. It is even possible to have ,illegal but recorded” trade,
for example in the many cases where trade statistics
miscalculate volumes or values or due tax payments are not
recorded. It is furthermore estimated that 30-40% of revenues
legally collected are pocketed by the agents responsible.

In general, it can be said that anybody who should be paying
any kind of tax has the option to come to a private arrangement
with the person collecting the tax instead, whereby they agree
to reduce or annul the tax levy and share the profits. Import
and export fraud mainly involves systematic undervaluation of
goods in order to pay less, or even being escorted by paid
military in order to bypass civilian customs services altogether.

Entire containers of goods can thus pass without leaving any
official trace. Networks of political and military authorities can
force state agents to let goods through without registration, and
agents who know the law can manipulate it in favour of certain
traders against payment. Each operation of ,informal trade”
involves , informal earnings” for all parties concerned. Asthese
Linformal earnings” are not passed on to the state but pocketed
or shared by the agents involved, this prospect provides an
incentive for state agents to allow, encourage or even demand
the bypassing of the law by the trader and thus systematic
fraud. In effect thisis a kind of ,informal tax reduction” which
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may even be factored into tax laws by demanding impossibly
high levies in the knowledge that noone can pay them and will
instead prefer to come to an informal arrangement.

,Fraud amongst consenting adults” suits all parties concerned.
The tax collector earns some money directly, the trader pays
less taxes and can pass on savings to the consumer. The local
economy has adjusted to this and profits from informal trade.
,If everybody paid all their tax”, one observer comments,
,everything would become too expensive for anybody.” And
because not everyone pays their tax, tax rates remain high and
are applied selectively in a game of power relationships
between political, military and economic agents. Legal and
illegal trade coexist within the same economic sphere in which
there is no clear demarcation between formal and informal
sector either. Several businessmen say that they do not see why
they should pay tax as everyone knows that taxes are pocketed
by individuals. Fraud is systemic and structural and cannot be
eliminated by appealing to an individual's sense of respect for
the law or by arbitrary enforcement of rules.

Thus typically smuggling in North Kivu involves not too few
state actors (and thus a lack of control), but too many, some
whom are earning money simply by being there when they
shouldn't. One indication of this is the extent to which state
services flock around border posts and traders, each hoping for
a share of the action and a cut of the profit. The presence of
state security outfits of varying kinds - the official army
FARDC, the presidential guard GSSP/ GR, the military police,
the police, the intelligence agency - isnormal at the border, but
their job should not involve controlling cross-border trade.
They still do so, however. ,There are more military than
civilians at the border”, the head of one state agency explains.
, The military can intimidate. If you are a customs official and
you are alone, and there are lots of soldiers around you, thereis



not alot you can do.”

Official efforts to fight smuggling on the borders usually begin
by assuming that controls have to be strengthened. Given the
structures outlined, this is likely to have the opposite effect, as
every new controller means yet another claimant for ,,informal
earnings”.

The DRC government has realised that corruption on the
borders requires reducing the number of state agents at the
border postss.

e On 28 March 2002 the DRC government decreed that in
future authorised services on the borders should be
limited to four: the customs service OFIDA (Office de
Douanes et Assises); the export control body OCC (Office
Congolais de Controle), the immigration service DGM
(Direction Générale des Migrations) and the Service
d'Hygiéne.

e On 25 October 2003 the Ministry of the Interior in
Kinshasa circulated a statement arising from a Cabinet
meeting on 17 October, noting ,police and
administrative hassle against economic operators as well
as the levying of abusive and illegal taxes at border
posts” and concluding: ,The Government has decided
the strict application of the decree of 28 March 2002.”

e On 27 November 2003, North Kivu's Provincial Governor
Eugene Serufuli notified the government and also the
military and police authorities in Goma that from now
on only OFIDA, OCC, DGM and the ,Office de
quarantaine du Ministere de la Santé” were allowed to
operate on the borders and ,,all other services currently
positioned there must be withdrawn”.

6 All documents cited here are in the possession of Pole Institute
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e On 10 July 2004, the Governor revised this list and
notified the competent authorities that from now on only
OFIDA, OCC and the intelligence agency ANR (Agence
Nationale de Renseignements) were allowed to operate
on the borders and that ,the services rendered by their
agents are not paid” but part of their duties.

e On 30 August 2004, the Governor added that
,hotwithstanding” this, ,provisionally” the former RCD
rebel movement's revenue collection body OPRP (Office
de la Protections des Recettes Publiques) would
,continue to work as in the past” and thus control goods
passing the border together with the other three bodies.

Today, the original government list of 2002 stands, but it is not
respected’.

Officially allowed at the border:

6. OFIDA

7. OCC

8. DGM

9. Hygiene Publique
Present at theborder for ,, security reasons”:

1. Police desfrontiéres

2. FARDC - DEMIAP (Détection Militaire d'Activités Anti-

Patrie)

3. FARDC-TD (?)
Garde Républicaine (Presidential guard)

5. ANR (intelligence agency)
Also present in the street, officially helping customs:
EAD-Province (provincial revenue authority)
Transcom (state transport authority)
Commerce Extérieure (provincial trade department)
Pointage Province (provincial weighing agency)

s

~wbdpE

7 Interviews at the border, May 2007
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5. Agriculture (provincial agriculture department)

State agencies interfere with trade before it reaches the border
too. The number of different and competing state agencies
involved in trade control hasin fact continuously increased
since the war.

Table 4: State agencies on the Goma border with arolein trade
control®

Agency Duringthe Duringthe Today
RCD transition
rebellion (2003-07)
(1998-2003)

OFIDA (Officedes Douaneset X X X
Assises), customs agency

OCC (Office Congolais de X X X
Controle), export control

agency

DGM (Direction Générale de X X X
Migration), immigration control

body

Service d'Hygiéne X X X
DSR (Direction Spéciade de X X X

Renseignement), after 2003
ANR (Agence Nationale de
Renseignement), secret service

Police des Frontieres X X X
EAD-Province (provincia X X X
administration)

Péage route (road toll) X X X
OGEFREM (Office Congolais de X X X

Gestion de Fret Maritime),

8 Ibid.
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maritime transport agency

FPI (Fonds de Promotion de X
I'Industrie)

Division du Commerce X
Extérieure (of the provincial
admin.)

FEC (Fédération des X
Entreprises du Congo),

employers federation

Mairie de Goma (Gomatown X
admi ni stration)

Transcom (state transport X
agency)

DGI (Direction Générale des X
Impots), tax authority

DGRAD (Dir. Gén. des Recettes X
Administratives, Judiciaires,
Domaniales et de Participation),
revenue agency

Division de I'Environnement (of X
the provincial admin.)

Division des Mines (of the X
provincial admin.)

CTCPM (Cdllule Techniqguede X
Coordination et Planification
Miniére), subdivision of the
mining ministry

ANC (RCD rebel army) X

CEEC (Centre Nationa
d'Expertise et de Certification)

FARDC-TD
FARDC - DEMIAP (Détection
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Militaire d'Activités Anti-
Patrie), military intelligence

Garde Républicaine X X
(presidential guard)

Hydrocarbures (petroleum X
ministry)

SONAS (Société Nationale X

d'Assurances), state insurance

The presence of all these bodies either directly at the border in
Goma or in the town with the ability to interfere with business
is an obstacle to legal teade and favours unrecorded, unnoticed
exports over those which are recorded and thus noticed by all
these organs.

The close proximity of Goma and Gisenyi and the fact that the
two towns have practically merged makes the border
impossible to control, short of building a Berlin-style wall.
Many paths lead from one town to the other and are hardly
guarded. If they are guarded, the soldiers stationed there on the
Congolese side - often members of the presidential guard - will
conduct their own cross-border trade. ,It's amazing what goes
on down here in the mornings”, one resident of a house on a
side road in Goma just a few yards from the border explains. A
lorry, he says, will be let through by the presidential guard for
$1000. On both sides of the border in certain areas, expensive
villas have been built directly on the border, with the garden
wall constituting the border. This wall may have private doors.
Some of these villas were built during the time of the RCD
rebellion, others are still under construction, and many are
inhabited by high-ranking state officials from the DRC.
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CHAPTER 3: MINERAL EXPORTSFROM NORTH
KIVU

Mineral exports, being a major source of income and of conflict
in North Kivu as in the whole of the DRC, are supposed to be
tightly controlled. In fact, as will be shown, large proportions of
production bypass official statistics and recorded trade.

The most complete set of recorded figures is provided by the
Mining Division of the North Kivu provincial government
which continued to function throughout the war. The figures
show that coltan exports peaked in 2001 and have remained at a
lower but significant level ever since. Cassiterite exports gre
rapidly during the coltan boom of 2000-01 and again exploded
during the tin price boom of 2004, remaining at a high level
since then. The latest mineral product to experience a boom is
wolframite (tungsten) which in 2006 became the biggest growth
sector in the mining industry of North Kivu.

Table 5: North Kivu registered mineral exports 1999-2006, in
tonnes?

Coltan Pyrochlore Cassiterite Wolframite

1999 5 0 71 5
2000 15 22 23 15
2001 90 605 550 28
2002 28 1339 497 28
2003 26 670 938 26
2004 42 386 4672 42
2005 26 91 3599 26
2006 39 8 2904 401

9 Source: Division des Mines, Goma
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There are also important differences between figures collected
by the different bodies supposed to specialise in mineral trade:
the minng division of North Kivu province and the certification
body CEEC. The latter are almost consistently lower than the
former.

Table 6: Different North Kivu mineral trade statistics (in
tonnes), Goma

2005 Coltan Pyrochlore Cassiterite Wolframite Slags Gold
Div. Mines. Exports 26 91 3599 26

CEEC: Production 20 2065 255

CEEC: Exports 135 1452 255

2006

Div. Mines: Exports 39 8 2904 401 38 .009
CEEC: Production 355 2637.5 445 55.5 .009
CEEC: Exports 33 2391 345 55.5 .009
OFIDA: Exports 39 8 2948 392 20 .009
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A large number of trading firms are active in the mineral trade,
but only afew of them are significant.

Amur, owned by a Congolese trader from Idjwi island in Lake
Kivu who has good links with the local administration and also
food supply contracts with WFP, is the market leader in
cassiterite exports. He is followed by Sodexmines, directed by a
Lebanese businessman with a British passport who entered the
North Kivu mineral market from Kinshasa in 2005, as did
Gemico. MPC is an established South African mineral trader,
linked with Rwanda through the sister company MPA in the
Rwandan border town of Gisenyi which operates a tin smelter
there. Munsad is a local trading firm with established links to
the Belgian importer Trademet.

Coltan trading is carried out via official channels only by MHI
International, the trading firm of the local trader Edouard
Mwangachuchu who was this year elected into the DRC Senate
as a representative of the Banyarwanda community of North
Kivu.

The leader in wolframite is Starfield, a new player on the
market who is exploiting the market niche provided by rising
world demand for tungsten.

Pyrochlore is exclusively mined by the German-owned Société
Miniére du Kivu (Somikivu), now managed by the Goma
businessman Modé Makabuza. The Somikivu pyrochlore mine
in Lueshe has been closed since 2004 and exports since then
consist of existing stocks only.
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Table 7: North Kivu recorded mineral exports by trading firm,

20060
Coltan Pyrochlore Cassiterite Wolframite Scories Gold
Amur 943.561 173.242
Sodexmines 777.768
MPC 429.07
Munsad 296 38
Gemico 156.034 19.631
La Comete 97.627
Ets Panju 73.8
Bakulikira Ng. 67.5
Ets Gama 27.454
Hill Side 25
Metachem 10.261 57.366
Somikivu 8.4
MHI 38.8
Starfield (SMC) 140.64
Bulongo Gems 10
Congo MinesT. .009
Total 38.8 8.4 2904.075 400.879 38 .009

10 Compiled from monthly breakdowns by Division des Mines, Goma. For
wolframite, there is a discrepancy of 24.822 t in October between the monthly
total given and the breakdown by exporter. An export with the missing volume
by Amur appears in the OFIDA statistics and has been added in this table to
provide consistency.



Most cassiterite from North Kivu goes to Belgium, the second
most important destination is Rwanda, accounted for mainly by
MPC exports but also by afew exports of Gama and Metachem.
Metachem also exports to Hong Kong (China). Ets. Panju -
formerly a gold trader from Bukavu - exports to Malaysia and
Russia. Exports to Britain are carried out by Comptoir Ibak,
which on the Mining Division list of trading firms appears
under the name of Bakulikira.

Table 8: Cassiterite exports from Goma 2006 by destination1!

Country and firm(s) of destination Quantity (in tons)

Belgium (Trademet, SDE, STI) 2289.69
Rwanda (MPA, Eurotrade) 435.07
Malaysia (Corporation Berhad) 73.8
Britain (Afrimex) 73.8
Russia (Fincocor Kazakhstan) 27.454
Hong Kong (C.Steinweg) 4.261

Of the cassiterite destined for Belgium, almost all transits via
Uganda, only 60t via Rwanda. The rest transits via Rwandal2.

Of the coltan exports, 28.4 tonnes went to the Netherlands and
10.4 tonnes to South Africa. The pyrochlore exports went to
Britain. The gold exports went to the United Arab Emirates. The
scories went to Belgium. The wolframite exports went to the
Netherlands, Belgium, Hong Kong, Germany, Russia and
Singapore, with Amur exporting to Belgium, Sarfields to the
Netherlands and Germany, Metachem to Sngapore and Hong
Kong and Gemico and Bulongo to Russia.

11 Source: Division des Mines, Goma
12 These and the following data from detailed tables compiled by Division des
Mines, Goma



The registered gold exports of 9kg correspond to a lot of 10kg
gold smuggled out of DRC to Rwanda which was confiscated
by the Rwandan authorities and sent back to Goma in April
2006, only to be re-exported legally later.

Cassiterite exports are the main mineral export product, and
Goma depends on them for its foreign exchange earnings. It is
thus a strategic good and we will now examine it more closely.

CASSITERITE: FROM MINE TO MARKET
The mines

Most cassiterite in North Kivu comes from Walikale territory,
the westernmost part of the province deep in the forest beyond
the Masisi hills leading into the Congo basin. The locd
authorities count 10 cassiterite mines, each consisting of several
pitst. The most important mine is Bisie with 57 different pits,
situated in Wassa forest. The mines of Matamba, Idambo,
Ibondo, Bukombe, Terrain de Mines Bakondjo, Loba Lisusu,
Bolindo and Lichacha lie near the border between North and
South Kivu and near the border of the Kahuzi-Biega national
park, and their production is transported to South Kivu by
bicycle. The tenth mine, Mabuta, has been abandoned.

Bisie, discovered as mineral-rich in 1998, was initially mined for
coltan and since 2001 also for cassiterite. It now has around
15.000 inhabitants, 1.000 of which work in the mines. The mines
are owned by the customary traditional owners of Bisie hill,
supervised by the local territorial authority. Each of the 57 pits
is named after its head miner, eg ,Hamuli”, ,David”, ,Fifi”,
,Dimanche”, ,Smon-Lotus”, ,John Titi“ etc. They employ
between 15 and 17 people each, giving a total number of

13 This section is based on interviews in Walikale, February 2007
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around 1000 miners including those working clandestinely.
They dig tunnels up to 2 metres wide and 200 metres deep to
find cassiterite-rich streaks. The miners may shift between pits
depending on where magjor finds are being exploited. Maximum
production capacity in all pits together is 29.7 tonnes per day
when it is not raining and no major earthworks are needed,
meaning up to 29.7 kg per miner - giving up to 890 tonnes per
month and more than 10,600 per year.

A pit can be exploited for up to three month before new major
digging operations are needed, which may take weeks to
complete. Most of them extend deeper than the maximum limit
of 30m allowed by law for artisanal mines, and in February the
Walikale district administration declared ten of them closed for
safety reasons - not that this had any effect on, or rather under,
the ground.

There are said to be 29 more pitsin Bisie controlled exclusively
by the military or other security organs under the control of
known senior commanders. Their production does not figure in
the statistics.

Owner ship disputes

As everywhere in the DRC, the Walikale cassiterite region is
object of an intractable ownership dispute. Under customary
law, the mines are owned by the traditional customary owners
of the land under which they lie and they collect taxes. Under
modern law, the mines belong to the state which has the right
to concede them. This it has done in a way which creates new
conflicts.

One player isthe local firm GMB (Groupe Minier Bangandula),
consisting of land owners grouped in the Bangandula clan. One
of them through the firm ,Saphir” is Alexis Makabuza,
formerly head of the now defunct semi-statal development
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organisation TPD (Tous pour la Paix et le Développement) close
to former North Kivu provincial governor Eugene Serufuli and
now a target of UN sanctions because of his and TPD's
supposed links to illegal arms imports.

The other player is the South African firm MPC (Mining and
Processing Congo), which has close links to Rwanda and is one
of North Kivu's main mineral trading firms; it sells cassiterite to
its sister firm MPA (Metal Processing Association) in Gisenyi
just across the Rwandan border for processing.

GMB says the Bisie mines form part of the old concessions of
the parastatal Sominki (Société Miniere et Industrielle du Kivu)
which used to hold vast gold and tin mining areas in the Kivu
provinces. On this basis it signed a lease contract with the
Sominki arm Sakima (Société Aurifere du Kivu et Maniema),
one of the successor bodies of Sominki created in the 90s.

MPC says the Bisie mines actually lie outside the Sominki
concessions and obtained an exclusive exploration licence from
the Ministry of Mines in Kinshasa on 29 September 2006,
covering four exploration areas including Bisie. The firm was
already well established in the area as a buyer of artisanally
mined cassiterite. Thus in fact there was nothing for MPC to
explore exclusively as the local population was already mining
there.

To win over the local mining population, MPC promised to
build industrial mining units. The miners and the traditional
land owners to whom the pits belong reacted by forming the
,Coopérative Miniére de Mpama Bisie” to defend their interests
against MPC. On 29 October 2006, the MPC team in Bisie was
attacked by unknown gunmen; an internal MPC report on this
incident seen by Pole Institute suggests that this attack was
carried out either by or with the complicity of army units
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stationed to protect the firm's compound.

MPC seems to have won the day, however. On 30 December
2006, a development pact (Convention Collective de
Développement) foir Bisie was signed between the traditional
chiefs on the one hand, represented by the Mwami Kiroba
Mulengezi, and MPC, represented by Benjamin Moore and
Yves Van Winden. It says in Article 2 that for each ton of
cassiterite bought by MPC during the period of validity of the
exploration licence $90 will be paid to Walikale district. MPC
also agreed to operate a policy of preferential employment for
Walikale natives and to let each ,groupement” operate an
artisanal pit. In each , groupement”, MPC would build houses
for the chiefs, one primary and one secondary school, two
dispensaries, one workshop with a generator and one cassava
mill and pay one year's worth of one student's fees, as well as
transporting basic goods into the area.

In January 2007 MPC reinforced its position by being integrated
into the consortium , Kivu Resources” together with MPA and
another local firm CAR. ,Kivu Resources” wholly owns these
three firms now and is itself controlled by the Virgin Island
based ,Edin Mining”, whose CEO Alan Smith was designated
as Kivu Resources CEO. Edin Mining holds 50% of Kivu
Resources with an option to increase its stake to 70%. The other
investors in Kivu Resources are the Ireland based ,Coronation
Capital” and the South African listed miner ,Metmar”.

According to Metmar, ,Kivu Resources, through its wholly
owned local companies (Metal Processing Association SARL in
Rwanda, Central African Resources SPRL and Mining and
Processing Congo SPRL in the DRC) will hold a number of
assets in the DRC and Rwanda including a management
agreement with SAKIMA, a state owned company, in the DRC
to manage tin and tantalum production from small scale



miners; an option to acquire an 80% shareholding in SAKIMA's
mining permits; a joint venture with the government of
Rwanda on the Gatumba mining permits; as well as a number
of exciting prospecting permits in the region“14, Metmar CEO
David Ellwood said in Jhannesburg that ,the area could be
host of the world's next biggest (tin) deposit, although it would
take approximately two yearsto prove resources here”15,

The GMB contract is now on the list of mining contracts to be
reviewed by the interministerial commission set up by the
Kinshasa government on 20 April 2007 with a mandate of
reviewing a selection of investment partnerships of the DRC's
mining parastatals. MPC does not figure on the list. This
indicates that the ownership wrangle between GMB and MPC
has been resolved in favour of MPC, but it does not mean that
the local population has accepted the activities of MPC.

Thetrading chain

The trading chain works as follows.

¢ In the pit, miners barter cassiterite for basic goods with
independent traders. 1 kg cassiterite will currently
(January 2007) buy 1 kg flour, rice, or beans, or 300g
sugar, or two bottles of palm oil. 2 kg cassiterite will buy
one Primus beer (72 cl). 3 kg cassiterite will buy 1 kg
beef.

e From the pit, porters employed by the traders carry the
cassiterite on foot to Njingala, 35 km away and a two-day
journey through difficult terrain. In Njingala, population
12.000 and only creaed 2001, the ,,comptoirs d'achat” of
trading firms from Goma and Bukavu are based:

14 “Metmar moves to invest in DRC and Rwandatin assets”, JSE, 24 January 2007
15 “DRC tin exploration under way as metal price soars*, Mineweb
Johannesburg, 25 January 2007
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Sodexmines, Panju, Amur, MPC, Bakulikira, Sarfield
and GMB for Goma; Muyeye and Olive for Bukavu. They
buy cassiterite from the traders for up to twice the pit
price.

From Njingala, the comptoirs transport their cassiterite
by car to Walikale airport, known as Kilambo, 23 km
from Walikale town, the district capital. Kilambo is in
fact part of the old Goma-Walikale road which is no
longer used and has been turned into a makeshift
runway expanding into the bush. Only small planes can
land there; they have to be turned around manually
between landing and starting. Accidents are frequent. In
Kilambo, state services will verify prior declarations
made by the trading firms.

Trading firms and state services have their offices in
Mubi, a well-established trading centre with 20.000
inhabitants which came into being 1985 for gold trading
and which since the coltan and cassiterite booms has
seen major construction work. Traders from Kisangani,
Bukavu and Goma live there. Mubi is where trading
firms and state services have their offices and interact,
where declarations are made and taxes paid. It is 11 km
from Njingala and 7 km from Kilambo runway to which
it is connected by atarred road.

From Kilambo/ Walikale, cassiterite is flown to the
provincial capital Goma and brought from the airport to
the head offices of the trading firms based there. At these
head offices, the mineral may still be rejected as too
impure and the trader not paid, especially if he is
working on acredit basis. When agreement is reached on
the quality of the merchandise and some preliminary
purification has taken place, the mineral is officially
weighed and packaged for export, usually in container
loads of 25 tonnes, under the supervision of a multitude
of state agencies, not all of whom are supposed to be
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there and all of whom demand a ombination of legal and
illegal taxes in order to allow export to go ahead. The
mineral may be stocked before export at the TMK
freighters and some of the most obvious impurities may
be removed to reduce weight.

From Goma, cassiterite is transported by road to either
Rwanda or Uganda as transit goods from where it
reaches the world market.

The extent of export fraud

The extent of fraud is proved by comparing the figures of
cassiterite leaving Walikale, arriving in Goma and leaving

Goma
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Table 9: Main official records of cassiterite trade volumes 2006
(in tonnes) by sourcelé

Month Witnessed Registered Registered Registered Declared Checked Certifiec
asleaving asleaving asarriving asleaving for export for export for expol

Walikale Walikale in Goma Goma at customs (OCC (CEEC

for Goma for Goma (Bureaude (Division (OFIDA Goma) Goma)

(DGM (Bureau Navigation Miniére Goma)

Kilambo) Minier Aérienne  Goma)

Walikale) Goma)

Jan 627.4 192.6 285.85 72 97 97 92
Feb 817.6 285.3 362 265.626 271.238 265.626 221.530
Mar  945.6 348.1 424 315.657 330.613 287.789 273.697
Apr 920 346.4 357.85 207.781 212.818 225.780 200.761
May 960 481 490 201.818 208.393 201.818 204.818
June 9318 429.3 434.2 269.815 255.799 248.814 261.792
July  836.8 472.4 386 248.16 281.851 289.057 241.141
Aug 9894 489.2 361.5 161.218 208.431 203.660 161.218
Sept  582.6 231.5 432 150.825 174.732 171.939 172.546
Oct 857.4 471.3 460.9 305.091 249.212 261.551 257.091
Nov 1040 559.6 432 325.485 332.434 335.358 304.500
Dec 800.4 460.6 391.9 380.599 325.609 323.611 431.839
Total 10309 4767.3 4818.2 2904.075 2948.029 2912.002  2391.094

16 All sources collected at point of origin in Walikale and Goma
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From this table certain facts emerge:

o if the Walikale figures are correct, cassiterite exports
from Goma in 2006 were worth not $7m as the OFIDA
figures suggest but almost $25m, which is more than the
entire value of registered exports from North Kivu in
that year

e differences between different services within Goma are
minimal, between the two ends of the air transport link
Walikale-Goma also

e in Walikale, over half of cassiterite production drops out
of the statistics; and between arrival in Goma and export,
again amost half of the remainder drops out

e the figures of the migration police DGM at Kilambo
airstrip in Walikale correspond closely to the known
production capacity of the cassiterite mines in Bisie
(10,600 tonnes ayear). They can be assumed to have been
compiled in a disinterested way, as DGM agents do not
levy taxes on goods and therefore have no interest in
entering into deals with traders to reduce declared
volumes and therefore taxes and then share the
difference. They are also said to be the service which is
present at the airstrip most often.

All state services in Goma feign incredulity when confronted
with these sets of figures and at the same time show great
interest, as they do not normally get to see each others
statistics. There are some natural factors which may explain the
reduction of registered volumes between Walikale and the
point of exportl’. One is cleaning and sifting in Goma - some
parts of the raw material may be removed before a container
load of 25 tonnes is assembled for registration and export, but
the volume loss is estimated at no more than 10%. Besides,
cassiterite may be transferred to Bukavu; officially 267 tonnes

17 Interviews with traders and state services, Goma, March 2007

53



moved from Walikale to Bukavu in 2006, but these do not show
in the figures given above anyway. Road transports from
Walikale to Bukavu via Hombo and from Walikale to Goma are
possible but difficult and lengthy.

Between Goma and Bukavu, according to the Mining Division
transports by boat are registered but not those by road.
However, small boats carrying goods along the water at night
will escape registration. There are also many other ways of
crossing the DRC-Rwanda border - in the countryside, much of
it isunmarked; between Goma and Gisenyi it may consist just
of a wall between adjacent plots or a piece of string across a
sandy track.

Most of the reduction in volumesis, however, due to fraud.
The reasons for export fraud

Officially, export fraud is not possible. All chiefs of services
strongly deny that there is any possibility that their various
figures might not be the same or not accurate.

According to the Director of OCC in Goma, export merchandise
is accompanied by documents issued by OCC as the export
control agency which issues a ,Certificat de Vérification a
I'Export” (CVE)8. Export duty will have been paid beforehand
at OFIDA and the OFIDA receipt will also show details of the
export goods. OCC and OFIDA records are supposed to be the
same; officially, if there is a difference, the goods cannot leave
the country. Border controls are usually limited to checking
these documents and possibly, if a certain number of containers
is given, to verify this number, but without checking the
contents. Smilar checks are made in Mombasa/ Kenya, the

18 This and the following: Interviews in Goma, March 2007
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Goma services say. It is in the transporter's interest to verify
that all records are the same in order to avoid hassle at the
various transit points.

However, the trading chain isin fact very expensive for people
who keep to the law. As one trader in Goma explains: ,, At the
moment, to export one container of 25t cassiterite legally from
DRC | have to pay $6500 in tax. If | export from Rwanda, | pay
$200; if | export from Uganda, $40. So if | can get my product to
Rwanda or Uganda first and export officially from there, | save
a lot of money. Avoiding DRC taxes costs me $2000 for one
container. So | save $4500. The DRC is the only country in the
region which still levies an export tax. All the others have
abolished it.”

There are many other taxes besides official ones, often levied by
the same official. When cassiterite is weighed by trading firms
in Goma and sealed for export in order to provide an official
statement of volume - from which export value and hence
dutiesto pay are calculated - the following services are present
by law as witnesses, as the head of one of them explains:

- CEEC, the official mineral certification body

- OCC, the official export control body

- OFIDA, the customs agency

- DGRAD, the non-tax state revenue collection agency

- Provincial Mining Division

- Representative of the Provincial Governor

But in addition one may also find some or all of the following:
- ANR, theintelligence agency

- DGM, the immigration control agency

- DEMIAP, the military intelligence agency

- Police des Mines, the mining police

- GR, the presidential guard

- PM, the provincial military police
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The authorised services sign a ,proces-verbal” confirming the
accuracy of the weighing and packaging for export. The others
may demand money simply for being there, and are capable of
disturbing and contesting proceedings in order to be paid off.

One businessman describes what happens as follows: ,If you
want to export legally, lots of services come and witness the
loading operation, and each of them demands a payment for
having been there. They come and witness, later they demand
that you come to their office and they ask for $300, and if you
don't pay you are arrested.” In order to avoid this ,they
negotiate with you that you don't declare the entire amount and
you give them part of the taxes you save.”

Table 10: Taxes and fees levied along the trading chain
Walikale to Goma?l® (various sources)

Tax or other charge Amount

Bisie , droit coutumier” by 5% of production
customary land owners

Bisie ,,supervision” 5% of production
Mubi: Walikale territory tax $100 per 2t

Mubi: North Kivu province tax $50 per 2t

Mubi: Small and Medium $10 per 2t
Enterprises Inspectorate

Mubi: Revenue authority DGI $35 per 2t

Mubi: Mining Bureau $10 per 2t
Kilambo: Transport authority $25 per 2t

Transcom for airstrip use

19 Compiled from various sources in Walikale and Goma. Rates may be incomplete
and subject to change
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Goma: North Kivu province EAD 1% of export value ($24 per t)
Goma: Customs agency OFIDA 5% of export value ($120 per t)
Goma: Maritime freight agency 0.59% of export value ($14 per

OGEFREM t)

Goma: Non-tax state revenue 45% of 1.25% of export value

authority DGRAD ($13.5 per t)

Goma: Certification authority 55% of 1.25% of export value

CEEC ($16.5 per t)

Goma: Export control authority 1.8% of export value ($19.2 per

OCC t)

Goma: DGRAD export licence $50 per container (1 container:
25t)

Goma: OCC product analysis $140 per container

Goma: CEEC certificate $100 per container

Goma: OFIDA export seal witness  $60 per container
declaration

Goma: OCC export seal witness $30 per container
declaration

Goma: Mining Division export seal  $30 per container
witness declaration

Goma: CEEC export seal witness  $20 per container
declaration

Goma: DGRAD export seal witness $20 per container
declaration

Goma: Provincial Govt export seal  $20 per container
witness declaration

Total (current official export $365.26 per t = 15.2%
value: $2400 per ton), excluding
Bisielevies (not paid by trader)

Total exluding Mubi levies (not $250.26 per t = 10.4%
paid by exporter)
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Exporting unofficially to Rwanda and Uganda and re-exporting
products as local from there has other advantages for traders
besides saving taxes?: They can keep their business to
Rwandan and Ugandan banks rather than Congolese ones
which they do not trust. As one trader explains, Rwandan law
requires that export revenues in hard currency have to
repatriated into the Rwandan banking system. At the end of the
year, the Rwanda Revenue Authority will take a 30% tax on
profits - but Congolese traders say that this is still better value
than paying Congolese taxes which are based not on profits but
on export values.

~Exporting 60% of your merchandise fraudulently is normal”,
the trader says. ,Rwanda encourages exports in order to have
access to hard currency. The DRC discourages exports through
its export tax regime which means we import much more than
we export and lose hard currency. We would like to be able to
import and export via Congolese banks, but they don't have
enough hard currency. Repatriated export earnings pass
through the Central Bank in Kinshasa and often the
government borrows them for its own requirements, so they do
not come to Goma. So a trader in Goma will find himself
blocked. That is why we don't use our banks. We have the
impression that our government prefers to keep our banking
system dead so as to encourage money laundering and a circuit
of earnings distribution outside the official system.”

The weakness of the Congolese banking system also
discriminates against Congolese traders wishing to start
business and trying to raise capital. According to the Goma
branch of the Congolese business federation FEC, this is the
reason why most mineral trading firms are either owned or
financed by Lebanese, South African and Rwandan trading

20 Thisand the following: Interviews in Goma, April-May 2007
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firms who bring their own money.

The Goma branch of the Central Bank does not agree that the
state of the Congolese banking system might constitute a
problem for traders. ,International currency movements have
to be authorised by the Central Bank”, North Kivu Central Bank
director Venance Lengwe Bin Kaumba concedes. ,But the
money in a bank does not belong to the state, we have moved
on from that. Exchange rules are clear and buying up foreign
exchange reserves is forbidden.” He points out that all import
and export declarataions have to be bought via the banking
system - which, however, might be a further discouragement
for traders to declare all their transactions. There are persistent
reports that foreign exchange reserves are withdrawn from the
Central Bank by the DRC government to finance current
expenditure, and the new government is still working on away
to improve controlsin this sector.

The statistical monetary effect of unrecorded cassiterite exports
is huge. Using the export price of $2400/ ton used for export
registrations (which is much lower than the real world market
price), the difference between exporting 2,948t and 10,309 t
gives a difference of $17.666m in export earnings and of over
$880.000 in foregone export duties for OFIDA alone. Using real
prices, the difference is higher still. MPC, one of the main
mineral tradersin Goma, uses a cassiterite price of $3000/ton in
its own accounts for 2006. This would give $22m undeclared
and unregistered export earnings. Other, lesser sums go
unrecorded in other sectors.

The actual economic effect is rather less, as unrecorded and
untaxed exports nevertheless take place and generate export
earnings for economic operators in North Kivu - they just do
not show in official accounts and do not enter into the formal
banking system. Only with the millions earned by unrecorded
exports, traders explain, can North Kivu finance its massive and
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soaring amounts of consumer goods imports and sustain its
huge trade deficit,

OTHER EXAMPLES OF EXPORT FRAUD

Export fraud is not limited to minerals, as the punitive
Congolese tax regime extends to other products. Agricultural
exports from North Kivu are also subject to fraud. According to
an industry source?l, total taxes and levies on coffee leaving the
DRC are 7% of value - but in Rwanda and Uganda it is only
1%. This is an incentive to smuggle coffee out of the DRC into
these countries and export it as Rwandan or Ugandan produce -
a phenomenon which is also known elsewhere in East Africa,
for example of Tanzanian or Ugandan coffee being smuggled
into Kenya in order to benefit from superior prices paid for
Kenyan coffee on the world market.

As a consequence of the taxation difference, coffee merchants
offer lower prices to coffee farmers in DRC than in Rwanda or
Uganda. This gives Congolese farmers a further incentive to
smuggle coffee out of the country. All three coffee roasting
plants which used to exist in Goma have closed. The source
explains. ,A coffee farmer here in North Kivu will take his
coffee beans to Rwanda and sell them to a Rwandan who
exports them. He can go across the official border or across the
lake. He may hide his coffee beans among other beans, whose
export isnot taxed.”

A similar situation is said to prevail for exports of papain, a
paw-paw juice extract used in food processing for which the
DRC was historically the leading producer in the world. Much
of Congolese papain is now re-exported from Uganda as
Ugandan produce, and local Congolese production of papain,

21 Interview in Goma, March 2007
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as that of coffee and quiquina bark, has fallen sharply due to
the war, the lack of investment in plantations and the spread of
plant diseases.

There are other products where Rwandan import registers
provide a much more complete picture than DRC export
registers - especially with products which are not taxed on the
DRC side and thus go unregistered, but are heavily taxed on
import into Rwanda. This is simply a measure of the differing
levels of efficiency of the two countries' trade records.

Table 11: Goma-Gisenyi differencesin non-mineral trade, in $,
200622

Recorded DRC Recorded Rwanda import
exportsto Rwanda Rwandaimports tax
in Goma from DRC in
Gisenyi
Palm oil 21,431 180,380 42,76%
Bananas 5028 160,017 10,32%
Sawn 387,737 411,819 38%

timber

22 Sources. OCC Goma, Rwanda Revenue Authority (RRA); figures converted into
$ at exchange rates used by these services. The Rwandan authorities refused to
provide import figures for minerals from DRC
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CHAPTER 4 IMPORTSINTO NORTH KIVU

The rationale and extent of fraud and unrecorded trade cannot
be understood through exports alone. The huge amounts of
money generated by unrecorded export earnings serve to
finance the huge and burgeoning trade deficit of the province
which isfar larger than officially registered economic activity in
this very poor province could ever sustain.

Imports and exports involving products coming from Mombasa
or other ports are generally carried out by the same traders, and
they use and face the same mechanisms for both. The problems
are the same for both operations: arbitrary taxes and a
multiplicity of rapacious state services, as the following
example shows.

Table 12: Sugar import taxes and feesin Goma?3

Tax or charge Amount for 1 container of 40t sugar
OFIDA import duty $3300
OFIDA office account $1200
DGl (tax authority) $240
FPI (Industry Promotion $275
Fund)

OGEFREM (freight agency)  $76
Commerce Department $188
Hygiene Inspection $380

- printing costs $15
OCC (product control) $1300
- printing costs and escort $20

23 Provided by importer, January 2007
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, Taxe Extraordinaire”
Tax for paying taxes
Brigade (military)

Recette (revenue authority)
Intervention (police)

Tax for the container

Tax for packaging

FEC (Business Federation)
Parking

Bank charge

SiX receipts

Provincial government
Weighing

Verification

ANR (intelligence agency)
office account

Brigade office account

Brigade under-director office

account

Manual services
Import agency costs
Total

$60
$20
$20
$20
$80
$40
$29
$80
$10

$42
$50
$180
$300
$100

$100
$150

$50
$100
$8380

Faced with such a tax regime, which has little to do with
legality, traders have a choice between avoiding officia
structures or increasing the resale prices of their goods. The
former strategy causes political problems, the latter commercial
ones. Traders in different situations adapt to this in different
ways. Because of the different trade regimes which emerged in
the two halves of North Kivu during the war, a system of
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import fraud developed in the ,Grand Nord” which is just as
well entrenched and established as that for mineral exports out
of the ,Petit Nord”.

The mechanisms of import fraud in the Grand Nord

During the time of the RCD-K/ ML rebellion in the ,Grand
Nord“ around Beni and Butembo, the rebel government of
Mbusa Nyamwisi in Beni financed itself through cross-border
trade?. Traders conducting imports or exports were asked to
contribute financially to the ,war effort”, and in exchange they
received tax exemptions (lettres d'exonération) for the same
amount - payments to the rebel movements were thus in fact
tax deductible. In thisway, all traders were encouraged to align
behind trading houses with the biggest tax exemptions.
Taxation itself was set at a flat rate per container and
merchandise, regardless of the exact nature of the goods.

Some trading firms operated under protection of RCD-K/ML
military who themselves became involved in commerce and in
the course of time gained complete control of customs at
Kasindi on the Ugandan border. OFIDA was staffed by
relatives of rebel chiefs. All this allowed import goods to reach
the market of Butembo at low prices, which made the RCD-
K/ ML rebellion hugely popular. Snce the rebellion was
basically created by the local traders to protect their own
interests, it was natural that such a system should emerge; it
corresponded to the flourishing system of unrecorded trade
which had already characterised the economy of the region
during the time of the Mobutu dictatorship.

24 Interviews with tradersin Beni and Butembo, April 2007
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When the RCD-K/ ML government in Beni was dissolved on
the reunification of North Kivu and the DRC asawhole in duly
2003, this structure did not immediately change but remained
in place for at least six months. In this time, the heads of state
services in Beni, the military and the traders continued to work
the old system. Official - much higher - tax rates have been
imposed since, but they are not often respected. Some state
services deplore that ,trafficking networks” from wartime
continue to dominate the administration.

Table 13: Old and new tax rates in Kasindi?

Product Itinerary Quantity RCD- Current tax
K/ML
tax
Printed Hong Kong - 1 container $6000  $45,000
cloths Kasindi (20"
Diesel Mombasa - 55 m3 $5000  $13,838
Kasindi
4-star Mombasa - 30 m3 $5000  $9,500

petrol  Kasindi
,Divers Dubai - Kasindi 1 container $3000  $15,000

“ (209

Timber Kasindi - 1m3 $50 $135
Mombasa

Papain Kasindi - 1t $500 $12,310.5
Mombasa

Economic operators who were used to the lower old rates find

25 Thisand the following: Interviews with traders and service chiefsin Beni and
Butembo, April 2007
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it hard to adapt to the new higher ones and instead prefer to
resort to fraud to declare lower amounts in order to arrive at
the old lower tax rate. Thus a fuel declaration of 55m3 may be
used to pass five cisterns of that amount through customs,
paying not $13,838 but $6000. The customs officials and all
other services know this and share the $6000 between
themselves.

There is no means of verifying import declarations made at
OFIDA in Kasindi. There are two kinds of customs officials who
register declarations:

e ,déclarants assis”, sent by Kinshasa, who sit in their
offices and wait for traders to come and declare their
goods

e ,déclarants debout”, recruited locally, who wander
around the border between traders, officials and their
,Sitting” colleagues to organise fraud.

Petroleum import fraud

North Kivu has alarge and growing energy deficit. Its transport
sector and to a growing extent its household and commercial
energy needs depend on shipments of petrol and other
petroleum products from the Middle East to Mombasa, from
where North Kivu lies at the end of the complicated trading
chain comprising the Mombasa-Eldoret pipeline, road transport
to Uganda and then either directly into North Kivu through
Kasindi or Ishasha or to Rwanda and then on to Goma. Any
disturbances or scarcities along this trade route are felt in
Eastern Congo a few days after they are experienced in Uganda
and Rwanda. It is noticeable, however, that petrol prices in
North Kivu are hardly higher than in Rwanda and sometimes
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lower.

Most petrol entering North Kivu passes through Uganda,
avoiding the mountain roads of Rwanda and the additional
burdens imposed by adding another transit country to the
import route. In 2006, Rwanda officially exported between
petrol worth between $2m and $3m to DRC%, but Goma
registered petrol imports worth $17,127,698.92. Thus despite the
prevailing insecurity at Ishasha and Bunagana, most petrol
came along these hasardous routes.

The tax and customs mechanisms for Kasindi described above
are especially visible for petroleum products, which are a
strategic good on a par with cassiterite exports. One litre of
petrol currently costs FC 600 in Beni and FC 650-675 in Goma.
On the black market in Beni and Butembo it costs FC 580.

According to sources in the Grand Nord, petrol imports there
are systematically under-declared. Pole Institute has obtained a
table of real and declared petrol imports for the period January
to September 2005 prepared by the Beni branch of the state
petroleum distribution company SEP-Congo which provides
statistical proof of the extent of import fraud.

26 The precise RRA figure is Frw 1,115,266,851 ($2,027,757), but several months
are missing from the statistics provided
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Table 14: Declared and real petroleum products importsinto

Beni, Jan-Sep 200527

Declared

vol. (m3)
Jan 2005 993
Feb 2005 1387.9
Mar 2005 1888.6
Apr 2005 2116.8
May 2005 2221
June 2005 1343.1
July 2005 1683
Aug 2005 1950
Sep 2005 26815
Total 16,264.9

Import duty
declared ($)

98,739
136,656
229,061
257,075
229,903.57
174,767.736
226,365.43
265,729.64
382,720.8
2,001,018.176

Real vol.

(m?3)
2123
2342.9
2454
3162.8
4313
2483.1
3202
2578
3146.5
25,805.3

27 Own calculations from detailed tables of SEP-Congo
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Import duty
due ($)

251,066
285,898
343,615
461,988
613,979.97
335,003.278
449,088.4
357,205.59
451,099.3
3,548,943,538

in volume

-9540.4

Difference Differenceir

takings

-1,547,925.36.



The fact that some imports are tax-exempt, for example for the
UN, has no bearing on this, as these are properly declared and a
tax declaration made; there is just no tax due. The import
transactions in which declared and real numbers do not match
are simply under-declared or not declared at all by private
traders. Thus in January 2005, of 42 actual petroleum product
movements 19 were under-declared and 13 were not declared;
one was over-declared, presumably to make up for a previous
under-declaration, and 9 were correct. In a special column
,Observations” used to explain non-declarations, SEP-Congo
gualifies five of the 13 transactions as ,non déclaré” and six as
,sortie forcée” (moved by force), while one is not observed on.
The ,Observations” column is only patchily filled in later and
left blank from July 2005 onwards.

Whereas in Kasindi import fraud is conducted through non- or
under-declarations, in Goma - where traders pride themselves
on saying that the petroleum import sector is the only one that
works properly - the preferred instrument of fraud in the
petroleum sector is the misuse of tax exemptions. A so-called
~enlévement d'urgence”, used for example by MONUC, aid
agencies such as Agro-Action Allemande, or by filling station
chains using their own fleet, but not by private traders or
individuals, is taxed at only a fraction of the ordinary rate, but
it isused suspiciously widely - especially for diesel fuel which
Is also heavily used for generators:
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Table 15: Declared petroleum product imports into Goma

2006%

,Ordinary”
petrol

,Ordinary”
diesd
,Ordinary”
Jet Al

Lighting
fuel

L ubricants
Total

LuUrgent”
petrol

LuUrgent”
diesdl
,Urgent”
Jet Al
Total

Grand
Total

Volume (in
m3)
1,232,718.63
1,445,077.08
10,331,086.08

1,143,175.95

746,436.7
14,898,494.43
758,920.152

4,450,474.474

3,637,534.177

8,846,928.804
23,745,543.234

Value(in $CIF) OFIDA import duty

902,123.75

1,062,932.95

7,445,352.43

803,682.34

339,435.74
10,553,527.21
503,011

3,234,421

2,836,740

6,574,172
17,127,699.21

(in$)
200,065.41

289,131.37

1,189,147.26

39,226.32

53,805.24
1,771,375.59
4,506.47

16,437.52

20,943.99
1,792,319.58

The petrol trade is one of the most lucrative in the region and of
the utmost strategic importance, as without fuel economic
activity literally grinds to a halt. Thus every player in the
market is determined to control the petrol tradein hisown area
of activity so as not to become dependent on potential rivals.
Goma traders warn that they will not tolerate cheaper Kasindi

28 Source: OFIDA Gomawith own calculations
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imports penetrating into the , Petit Nord” around Goma from
the ,Grand Nord” around Beni. ,If their petrol tankers arrive
here, | will start financing insecurity”, one of them proclaims
and points out that given the nature of the border and the state
of the official servides it would be extremely easy to organise
fraudulent petroleum imports completely outside the official
system if necessary without any risk of being caught?°.

Informal imports: the case of tomatoes

The import of Rwandan tomatoes into North Kivu is a typical
counter-example of how small-scale traders can work the
border. The trade escapes official statistics because of the lack of
taxes at the border, but it is clearly part of the formal economy
(at least in Rwanda) and well organiseds.

Most tomatoes sold in Goma come from Rwanda, and
Rwandan tomatoes even reach the towns of Sake and Walikale.
Conversely, North Kivu is an attractive market for Rwandan
tomato growers compared to the home market. First,
cultivators' associations in different parts of Rwanda buy
tomatoes from individual farmers on Rwandan markets. One of
the main districts of origin for Rwandan tomatoes in Goma is
Cyangugu in South-West Rwanda - from there, tomatoes are
transported along Lake Kivu to Gisenyi. After sale to local
traders on Gisenyi market, they are bought by Goma retailers
who come to Rwanda for that purpose. Two stalls on
Nyakabungo market in Gisenyi are used by trade buyers from
Goma

29 Interview in Goma, February 2007
30 Interviews in Rwanda and Goma, February 2007

71



Sale prices.

Cyangugu: 1600 Frw/25kg

Sale in Gisenyi: 3000 Frw/25kg

Resale in Gisenyi for Goma: 3500 Frw/25kg
Retail price in Goma: $10 (Frw 5500)/25kg

Transport costs:

Cyangugu: 550 Frw/25kg
within Gisenyi: 100 Frw/25kg
Gisenyi to Goma: 200 Frw/25kg

Taxes:

Cyangugu: 50Frw each at the market, Cyangugu port, Brasserie
port

Gisenyi: 50Frw at the market

Border: None

Once bought by Goma retailers, the tomatoes are carried across
the border by members of the porters' association Dukundane,
which has 80 members and is part of the wider transporters'
associations collective Karani-Ngufu registered in Gisenyi. A
porter charges 200 Frw to carry a 25kg sack of tomatoes from
Nyakabungo market in Gisenyi to Virunga market in Goma. If
he is strong, he can carry two sacks at once, giving 400 Frw per
trip. Thisis more than the daily wage on the fields (300 Frw). At
the border, no tax is paid, but some tomatoes may be given to
the soldiers present to keep them happy.

This cross-border trade usually happensin the mornings, as the
tomatoes can then be resold on Birere and Virunga markets in
Goma in smaller quantities to individual traders from late
morning onwards. Tuesdays and Fridays are the best days for
tomatoes on Gisenyi market, when up to 1200 sacks of 25kg
may be sold every day. The amount reaching Goma will not
exceed 600 sacks per day, which is still 20 tonsin one day with
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avalue of 21m Frw ($3800). Goma market traders deplore the
fact that many tomatoes are snapped up by roadside traders
before reaching Birere and Virunga markets. These roadside
traders then conduct long-distance trade up to Walikale, where
tomatoes may be among the goods exchanged for cassiterite.
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CHAPTER 5: GOLD TRADE IN EASTERN CONGO

The gold trade is one of the main features of Eastern Congo's
export trade and possibly historically the most important
branch of unrecorded or fraudulent trade. Being very easy to
transport and to hide, but very difficult to mine, gold gives
traders a great advantage over miners and imparts the sector
with a particular power structure. Gold is used as a store of
value as well as being a commodity in its own right, which
makes it attractive in another way too. Today, the return of
industrial gold mining in areas long dominated by artisanal
mining is set to create a whole new set of conflicts in which
future control over gold exports may well be decisive. In this
chapter, we look at the gold economy of South Kivu and lturi,
the most important gold-producing areas of the DRC.

The population of what today is Eastern Congo was unaware of
the existence of gold depositsin the region before colonial rule.
Until well after independence it was forbidden for the local
population to mine or even to possess gold. Only in 1982 did
the government of what was then called Zaire allow artisanal
mining in specially designated areas with special permits, and
nationals were allowed for the first time to possess gold and
diamonds - but only outside mining concessions3.. This was
partially designed to gain a hold on the informal gold trade
which by then was already well established.

Today, artisanal gold mining and informal gold exports
constitute a major branch of the Eastern Congolese economy,

31 ,Inside the nationa territory, but outside the perimeter of exclusive mining
permits, Zairian nationals are authorised to possess and transport gold and
diamonds* (Arreté départemental 00734/DPT MINIER/82 of 1 Decmber 1982,
83). ,In nationa airports and on interior flights barriers concerning the
possession of gold and diamonds are abolished. But they remain in place at the
exit points of the national territory* (ibid. §6)
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possibly larger in value than all other export products of the
region. As the analysis below shows, it can be estimated that
around 5 tonnes of gold leave South Kivu and Ituri each per
year, giving a total of 10 tonnes. With current export prices of
around $20/ gram - $20.000/ kg and $20m/ tonne - this gives
export earnings of around $200 million a year, hardly any
which shows up in official statistics. Gold exports lubricate the
entire local economy of Eastern Congo, and the battle over
control of gold trade and gold mining is shaping up to be one of
the biggest conflicts of the future in the region.

The South Kivu gold mines

The Belgian ,Compagnie Miniére Belge des Grands Lacs”
(MGL) began prospection in South Kivu 1902 and mined its
first gold in Mufwa (Kabare district, South Kivu) in 1923.

South Kivu today has three gold concessions: Twangiza (93.000
ha), Kamituga (52.550 ha) and Lugushwa (46.750 ha), the latter
today also including Kabereke (2.500 ha). The neighbouring
concession of Namoya (7.511 ha) is part of Maniema province.
All of these concessions used to be part of the gold and
cassiterite mining concessions of the now defunct parastatal
Sominki (Societe Miniéere et Industrielle du Kivu). This was
formed in 1976 out of a merger of smaller mining firms. Its
mining rights have been the object of military and legal battles
since 1996 after it first entered into a partnership with the
Canadian firm Banro which was then rescinded during the
Congo war.

Today, Banro has re-acquired the Sominki gold concessions
through Sakima (Société Aurifere du Kivu et du Maniema)
which it had first created in 1995 as the gold mining arm of
Sominki in a joint venture. Sakima/ Banro kept Sominki's gold
mining concessions and formed Banro Congo Mining for the
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purposes of prospection and exploration in other areas on 13
March 2003; the remaining, tin-bearing Sominki concessions
were left to the state, and it is still not clear what is happening
to them. A rival state firm Somico (Société Miniére du Congo),
formed by the Kabila government on 29 July 1998 in
replacement of Sakima, and whose claims to the Sominki
concessions were successfully challenged by Banro in court,
was officially dissolved by the DRC Supreme Court on 20
November 2006.

Banro has since undertaken extensive prospection work in the
gold concessions. In Sominki times, the concessions gold
reserves were estimated at 1.545m tr.oz (48.095 tonnes)3,
almost all of which was in Kamituga. Kamituga was first
prospected by Sominki to contain gold reserves of 43.52 tonnes,
with a gold content of up to 6 grams per tonne of earth in the
most productive mine Mobale. This mine, which was the first in
the concession to be exploited in 1954 and is situated on the
southern slope of Mont Kibulika in the centre of the concession,
was also the last to cease industrial production in 1996. Until
then it had yielded around 20 tonnes of gold. Since its closure, it
has been intensively mined by artisanal miners and isin danger
of collapse. The lower part of it is already flooded and
inaccessible. Banro today estimates Kamituga/ Mobale's gold
reserves at 2.526m tr.oz (78.559 tonnes)33.

Lugushwa was prospected by Sominki in 1994 to contain 401.7
kg gold in the alluvial mines and 10.550 tonnes in other sites,
but prospection was never as complete as in Kamituga.
Between 1985 and 1996, when industrial mining stopped and
was replaced by artisanal mining, it had produced around 105
kg of gold per month. Known reserves are expected to increase

32 Ingold mining, 12 tr.oz (troy ounces) = 0.3732 kg or 1 Ib; 1 tr.oz = 0.0311 kg.
The common Congolese measurement, derived from India, of 1 tola=11.666 g
33 These and other Banro figures: Banro website presentation, 2003
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substantially once Banro's prospection is completed. Before
that, Banro estimated gold reserves at 755,000 tr.oz (23.496
tonnes).

Twangiza is the only concession where prospection never
stopped. Discovered in 1927 and further opened to small-scale
mining in 1950, it was the object of Banro prospection work in
1997-98. This work proved the existence of 51.685 tonnes of
gold in 39,156,000 tonnes of mineral in an area measuring 4 by
0.8 km. The Belgian prospection of 1957-66 had proved the
existence of around 15 tonnes in another area. Satellite images
taken between 1998 and 2003 showed that artisanal miners
removed 1,348,000 tonnes of mineral in Twangiza, leaving most
of the gold deposits in place. Banro today estimates the
exploitable resource at 104,600,000 tonnes, containing 7,127,915
tr.0z (221.678 tonnes) gold.

Namoya in Maniema province was shown in 1961 to contain
10.337 tonnes of gold, mostly in Mont Mwendamboko. Thiswas
regarded as sufficiently important to justify the construction of
a processing plant with a capacity of 10.000 tonnes of mineral
per month, powered by the hydro-electric dam of Magembe
situated 70km to the East in Fizi territory, South Kivu. This dam
had a capacity of 1200 KW. Today, all this no longer exists and
Namoya is inaccessible by road. Only the airstrip is still
operational. But artisanal activity in Mont Mwendamboko is
intense. It is also extremely difficult: The miners dig into the
side of the mountain and carry the mineral on their head for
long distances down a steep slope to the bottom to find water
for washing it. Banro today estimates its reserves at 2,501,875
tr.oz (77.808 tonnes).

All ex-Sominki concessions together thus today have known

reserves of at least 401 tonnes of gold, with many regions not
yet prospected. There are other gold sites in South Kivu,
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Maniema and parts of North Kivu and northern Katanga not
covered by existing concessions, but whose produce is mined
artisanally and traded in Bukavu.

The Ituri gold mines

In Ituri, alluvial gold was discovered by Australian prospectors
in 1903 in the Agola river which flows into the Ituri river near
the village of Kr'lo. The Belgian authorities called thisriver Kilo
and organised further prospection in the Shari and Nizi river
valleys. Gold mining in Kilo began 1904. Further prospection in
the Moto river basin in Uélé region was successful in 1906, but
due to greater technical difficulties gold mining there only
began in 1911. The ,Régie Industrielle des Mines de Kilo” was
formed in 1919 and extended to form the ,Société des Mines
d'Or de Kilo Moto” in 1926. This was nationalised in 1966 as
, Office des Mines d'Or de Kilo Moto” (Okimo), a parastatal still
in existence today.

The Okimo concessions total around 83.000 km2 and reach from
Ituri into Haut-Uélé. Concession 38 in the Watsa area of Haut-
Uélé contains three mineral-rich sites. Durba, Gorumbwa and
Agbarabo. They together are known as the Moto gold mines
and were once the most productive of the entire Okimo area,
with a production peak of 2309 kg in 1973 and 2915 kg in 1974.
Gorumbwa, with an area of around 10,000 km?, is the most
important part of this concession. After 1974, production
declined as the richest deposits were exhausted.

Concession 39 isin the Mahagi and Aru area of Ituri district,
along Lake Albert and the Ugandan border.

Concession 40, which covers 9191 km2 in the rest of Ituri

district, is centred around Mongbwalu and is known as the Kilo
gold mines. It is the main centre of artisanal gold mining in
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Ituri today. Ashanti Goldfields Kilo (AGK), owner of this
concession, has invested large sums in new exploration in this
area with a view to restarting industrial gold mining in
Mongbwalu in 2008. However, AGK's exploration activities are
not yet sufficiently advanced for planning to be presice. Much
of the earlier prospection by Okimo either disappeared during
the war or isunreliable

GOLD IN SOUTH KIVU: FROM MINE TO MARKET
The mines

Kamituga concession contains 194 artisanal mines, not counting
the large underground mine at Mobale which is no longer in
use. Estimating between five and ten miners per pit, there are
1000 to 2000 artisanal miners in Kamituga, working six days a
week. The pits belong to the customary chief who can do with
them what he likes?.

People with money can rent a pit for $4000 a year; they are
called ,PDG”, meaning ,director-general”. Apart from paying
$4000, the PDGs pay FC100 ($0.20) a day to the customary chief,
$10 per month to the army, $5 registration fee to the Mining
Service of the province, $220 (1 tola of gold) for the ,carte
jaune”, $250 for the mining licence, $20 per month to the
,Structure transitoire”.

The PDG hires artisanal miners who work on a self-employed
basis but have to pay taxes: FC100/ day each to the collectivity,
the army and the Mining Service, FC250/ day to the ,structure
transitoire”. Women miners do not pay taxes but do some of
the most demanding work, crushing rocks in the hope of
finding gold. These so-called ,Twangaises” earn FC1000/ day.
But often they are not paid on the pretext that there was

34 This section is based on interviews in the mining areas, January-March 2007
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supposedly no gold in their rock. Artisanal miners are also
supposed to have an artisanal mining licence ($20) and pay
income tax of $0.5/ day. If they are foreigners they pay $5 extra
per month.

Earnings are not divided equally and can be substantial. A PDG
earns on average $144.22 a day, an independent miner $10.74,
an employed miner $5.60, and washers, carriers and guards $1
or slightly more. But employed miners bear fewer costs than
independent ones and thus end up earning more. Independent
miners pay over half their earnings in running costs. These
consist of explosives, motor pumps, taxes and wages for co-
workers.

Conditions in the mines are difficult. The head of the artisanal
miners cooperative in Mwenga gives his view of the main
problems:

e Kamitugaisa,,red zone” in which the military reign
supreme and carry out the functions of the police, the
administration, the judiciary and the customary
authorities.

¢ |nsecurity in the countryside and the lure of gold has
caused peasants to move into the Kamituga mines and
agriculture to stagnate, making the area dependent on
food transports by air from Bukavu. Thius one sack of
50kg salt costs $13 in Bukavu and $70 in Kamituga, with
$50 air freight costs.

¢ Artisana gold mining is difficult especially in the rainy
season as the pits get flooded and the motor pumps used
to pump water out ar not very functional and hugely
expensive to run.

e Taxes are too high because everybody wants something:
the community head, the collectivity, the Mwami, the
district, the police, the army. The old times where a
symbolic gift was given to the Mwami in return for him
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allowing you to mine his territory are long gone.

e Tradersfix gold prices but their criteria are unclear.

e Living conditionsin the pits are atrocious: some of them
resembl e refugee camps, there is no clean water or food,
no medical care, no shelter or clothes and some people
spend a month without washing. The traders do not
invest in the mines.

e |t isimpossible to accumulate savings. Consumer goods
are expensive - aplate of beans costs $1, beef fufu $2, a
bottle of Primus beer $1.5. Many payments are made in
gold, beer, drugs or women. In Kamituga, some men
who are short of cash send their wivesinto the
L ugushwa pits to buy radios or other wares without
money. The only way to accumulate savingsis through
cassiterite because it cannot be used as a currency.

A further dimension of artisanal gold mining in South Kivu is
the high presence of the army and armed groups. The Rwandan
FDLR is present in the mines of Shabunda, Mwenga, Walungu,
Uvira and Fizi. They run mines, occasionally demand taxes or
engage forced labour. In Mukungwe mine in Mushinga there
are alarge number of demobilised or deserted soldiers and also
active FARDC troops; the son of one of the traditional land
owners here was one of the leaders of the Mai-Mai militia ,M-
40” during the war. They participated in the Nkunda-Mutebutsi
attack on Bukavu in June 2004 and returned to the mine
afterwards. In the same mine, there are representatives of the
10th military region (South Kivu) who levy taxes on artisanal
miners and use soldiers as minersin their own pit.

In the case of conflicts between miners in Kamituga, the police
will first arrest them arbitrarily and then demand $10 from each
arrested person to cover costs (,Makolo ya I'Etat”). They then
demand a further $20 each to free those under arrest.
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Owner ship disputes

When Banro regained the Sakima gold concessions in 2003, it
did not immediately regain control over the whole area%. The
existing mines of Kamituga, Lugushwa, Twangiza and
Namoya, together covering 2688 km2?, were constituted as
wholly Banro owned societies (Twangiza Gold SARL etc), each
covered with a 25-year Mining Convention. A further wholly
Banro owned company, Banro Congo Mining, was in December
2003 granted an exploration permit for a 7335 km? area in
between these concessions, called ,Twangiza-Namoya
Extension”, which was later extended to 8400 km? stretching
right up to the Burundian border. But these areas were not
mining concessions.

In 2006, another Canadian mining firm called La Quinta
Resources claimed to have entered into a partnership with the
Kinshasa-based Congolese firm ,Wa Balengela Kasai
Investments Congo” (WBK) which also laid claim to the
Twangiza-Namoya Extension. WBK is a diamond trader which
came into prominence during the war and was re-registered in
2005. According to La Quinta, a Memorandum of
Understanding between La Quinta and WBK for a Joint
Venture and exploration agreement in the Twangiza-Namoya
Extension was signed on 28 August 2006. According to the
terms of the MoU, La Quinta owns 10% of the Jint Venture
and can increase its share to 80% by paying WBK $1.5ms36.

Banro said it had a prior agreement with WBK for the same
area and took La Quinta to court in October 2006. WBK
proceeded to secure exploration permits for the disputed area
from the Cadastre Minier and itself took court action against

35 Dates and figures according to Banro presentations
36 LaQuinta presentation, 15 March 2007
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Banro3’. A court in Kinshasa found in favour of La Quintaon 14
March38. But Banro will appeal - on 8 March, Banro Congo
Mining had been awarded 14 exploration licences in the
disputed area covering 3130 km? by the Cadastre Minier3e,

On 20 February 2007, La Quinta signed a further Memorandum
of Understanding with a hitherto unknown ,Association
Miniére du Kivu“ for the Kampene area adjacent to the
TwangizaaNamoya Extension ,to mine and sell all mineral
products from the licence area including gold, silver, coltan and
cassiterite”#, The firm proceeded to hire a project manager
formerly with Anvil Mining from Katanga to commence
activities.

Beyond this, there is one other firm with gold exploration
licences in South Kivu: Saminki (Société Agricole et Miniére du
Kivu), created by the traditional chief of Mushinga mine (the
Kurhengamuzimu family). It acquired alicence in Kinshasa but
in fact all it does is to take 50% of the gold production of each
new pit created in its area. Its directors are part of the Bukavu
trading circuit. In Mushinga they asked miners to collect $7000
with which they wold buy a new generator; the machine they
brought has never worked4l. The ease with which the name
»Saminki“ might be confused with that of the former parastatal
,Sominki“ might be an attempt to add legitimacy to this
enterprise.

The presence of opposing military factions in the mining areas
adds a further problematic dimension, as FARDC, FDLR and
other militia each try to control various mines, trading centres

37 LaQuinta Press Release, 2 February 2007

38 LaQuinta press release, Market Wire Vancouver, 14 March 2007

39 ,,Banro granted DRC prospection licences*, Mining Weekly, 9 March 2007
40 La Quinta Press Release, 20 February 2007

41 Interviews with minersin Mushinga, February 2007
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and routes.
Thetrading chain

At Kamituga town, there are trading firms which have mostly
moved in from Bukavu42. In the DRC Mining Code, traders
(négociants) fall into two categories. Those called ,resident
traders” (Category A) need to buy a ,carte d'exploitant” for
$3000 a year. Those called ,,ambulant traders” (category B) are
supposed to pay $500 to their provincial Mining Division for a
trading licence. In South Kivu there are no ,resident traders” at
all - Category A isin practice limited to diamond traders in
Kinshasa, Kasai and Province Orientale. All traders fall into
Category B, but instead of paying $500 for a licence in fact they
pay $250 to the local agent of the Mining Service for a one-year
renewable licence. In addition, they pay $150 per year to the
revenue authority, $20 per year to the territorial administration
and $35 per year to the collectivity.

For 2007, 90 traders are known in South Kivu but only 34 of
these have paid their $250 licence. Of the 90, 21 arein Uviraand
only 4 of these have paid. Apart from the traders in the
Kamituga mines, there are some in Fizi territory who export
gold to Tanzania via Lake Tanganyika. Some of them are in fact
well-established businessmen in the gold trade but they
nevertheless content themselves with a cheap licence in
Category B.

On the gold market of Mubumbano in Mushia in Ngweshe
chiefdom (Walungu district), 16 gold traders are established
around the pit ,Maroc”. They buy gold every Sunday and pay
$24 per gram. They have to pay a multitide of local taxes: $1 to
the district, $2 to the collectivity, FC100 to the army, FC100 for

42 This section is based on interviews with traders, January-March 2007
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