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NGOLA IS EXPERIENCING RAPID economic growth.
Stimulated by high international oil prices and rapidly
increasing output from new oil fields, real GDP growth
exceeded 11 per cent in 2004 and, with oil production
set to surge still higher, growth is expected to increase
further to about 15.5 per cent in 2005, 26 per cent in
2006 and 20 per cent in 2007. While offshore oil
exploration and production create very few linkages to
the rest of the economy, the sheer size of this sector
– accounting for 50 per cent of GDP – provides
opportunities for the construction industry and the
incipient services sector, as well as recycling of oil
revenue through the government budget. Regional
disparities remain huge, with the Cabinda enclave and
Luanda benefiting much more from the boom than the
rest of the country, which remains isolated due to poor
infrastructure, limited progress with mine clearance
and slow resettlement of displaced populations and
former combatants. The consolidation of the peace
process is finally making it possible for the government
and its development partners to proceed with
infrastructure reconstruction, agriculture recovery and
social policies aimed at reducing poverty.

Considerable efforts have been made to improve
macroeconomic management. A less expansive fiscal
policy, together with currency
Oil is boosting Angolan
appreciation, brought the rate of
growth but there is a
inflation down from 43 per cent in
need for greater
2004 to an estimated 22 per cent in
transparency and better
2005. Some progress has been made
long-term development
in consolidating and unifying the
planning.
reporting of government revenue and
expenditure and in improving debt management.
Although a much greater effort is required to improve
fiscal transparency and balances, new sources of
international finance, in particular from China, have
reduced the leverage of those in the international donor
community who have been pressing for more rapid
reform.
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The currently favourable external environment
may pave the way for considerable progress towards the
Millennium Development Goals (MDGs), but there
is a continuing need for greater transparency and longterm development planning, as well as additional efforts
to improve the investment climate. The authorities

Figure 1 - Real GDP Growth and Per Capita GDP
($ PPP at current prices)
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Source: IMF and National Institute of Statistics data; estimates (e) and projections (p) based on authors’ calculations.
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now openly acknowledge that corruption is pervasive
and that better public management is key to reducing
it. As the country approaches its first elections since
1992, policy choices will come under closer scrutiny
although, after three decades of external intervention,
Angola’s government is sensitive to close monitoring
by the international community and has preferred to
negotiate a Policy Support Instrument (PSI)1 with the
IMF, allowing it to retain a higher degree of control
over macroeconomic policies. In order to foster
sustainable long-term growth, it is crucial to include
structural reforms in the PSI with clear medium-term
deliverables and to demonstrate strong commitment
to implementation. Should this be achieved, there
appears to be support within the international
community for organising an investors’ conference.

Recent Economic Developments

108

Developments in the oil sector are driving the
currently high rate of GDP growth. Although this
sector has little direct impact on employment, creates
few direct linkages to other sectors of the economy
and relies on imports of capital equipment and
specialised services, the pace of oil growth is bringing
about a construction boom. Moreover, new actors are
challenging the traditional dominance of the western
majors and modifying the bargaining power of national
authorities.
Production in offshore fields, mostly in the Congo
river basin opposite the Cabinda enclave, totalled
1.2 million barrels a day in 2005 and is expected to reach
2.1 million barrels in 2008. In 2005, oil accounted for
more than 52 per cent of GDP, 78 per cent of
government revenues and 93 per cent of exports. In mid2005, extraction started at the Kizomba B facility, the
world’s largest floating production, storage and
offloading vessel. With international prices rising,
exploration is moving to ultra-deep fields, where both
technical difficulties and costs are much higher.

Government has traditionally intervened in the oil
industry through a state-owned enterprise, Sonangol,
which retains responsibility for contract negotiations,
is sole owner of the fields and has entered into
production-sharing agreements with major western oil
companies, led by Chevron and Total. Sonangol recently
created a separate joint venture with China’s Sinopec
to operate a deep-water field and invested in Gabon
with Ireland’s Tullow Oil. The decision was also made,
allegedly owing to political tension with France, not
to renew a concession to Total and instead to transfer
the licence to a Chinese-led consortium. In an effort
to increase local participation in the industry, the
government is in the process of introducing new
procurement and employment clauses in the
production-sharing agreements, and is also considering
a policy to promote local oil companies. Foreign
investors, which have already resisted a previous proposal
to route all industry payments through the domestic
financial system, are now opposing these moves,
claiming that the Angolan business community lacks
the necessary skills.
Diamond mining is the second-largest source of
export revenues (about 6 per cent of total exports),
with 2005 output equal to $892.7 million. It is
difficult to estimate the increase in real production,
as a larger share of informal mining has recently been
included in official statistics. There are extensive
kimberlite and alluvial projects, the latter both formal
and informal. In 2005, De Beers re-entered Angola
through an agreement with state-owned Empresa
Nacional de Diamantes de Angola (Endiama), in
which it will hold a 49 per cent stake, to explore a
3 000 sq km kimberlite concession. In November
2005, the first polishing and cutting factory was
opened in Luanda, capable of processing $20 million
worth of diamonds per month. Diamond mining is
expected to increase in the short term, as a
consequence of the 296 licences granted in 2004 and
2005. Oil, diamond and other mining projects
together employ an estimated 20 000 people.

1. PSIs are designed to address the needs of low-income members that may not need IMF financial assistance, but seek Fund endorsement
and assessment of their economic policies.
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Figure 2 - GDP by Sector in 2004
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Figure 3 - Sectoral Contribution to GDP Growth in 2004
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The year 2005 saw a long-delayed recovery of the
domestic non-mining economy, which has finally
exceeded the level prevailing in the early 1990s. Despite
the presence of land mines and devastated infrastructure,
which continue to restrict the availability of seeds and
fertilisers and to impede marketing, agricultural
production has begun to recover. Improved rainfall, the
return of refugees to the Planalto rural areas and an
© AfDB/OECD 2006

increase of about 9.5 per cent in the area under
cultivation in 2004 led to a 17 per cent increase in the
2004/05 harvest, including both staples (maize, cassava,
sorghum) and export crops such as coffee (of which
Angola was once the world’s fourth-largest producer),
sisal, tobacco, cotton, palm, sugar, citrus fruits and
sesame. According to the World Food Programme,
however, the rise in production is smaller than
African Economic Outlook
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government estimates, and Angola still suffers from a
huge food deficit of 625 000 tonnes per year, partly
owing to the inefficiencies of the distribution system.
As a result, the country has to import three-quarters
of its food requirements. The livestock situation suffered
less from the war, as cattle were not decimated, and
investment from Israel and Russia has begun to support
the development of this sector.
Manufacturing, a thriving sector before the civil war,
is now reduced to light industries such as food
processing, beverages and textiles. The sector recorded
9 per cent growth in 2005, compared to 13.5 per cent
in 2004. Firms that are shielded from international
competition by either transport costs or trade barriers
are benefiting from the growth, as testified by the

results of cement and beverages producers. Petroleum
refining, on the other hand, is operating well under
maximum capacity, due to bottlenecks in provisioning
the only existing facility. The pace of infrastructure
rehabilitation is accelerating, with the emphasis mostly
on roads. This activity, together with a mini-boom in
residential and office buildings in Luanda (including
a few skyscrapers built for oil companies), has sustained
the construction sector, which expanded by an estimated
10 per cent in 2005. In services, the communications
sub-sector grew by 35 per cent in the first half of 2005,
reflecting the launch of a second cellular phone operator
and increased traffic volumes, and financial services
also developed at a brisk pace, particularly in Luanda
where the number of bank branches more than doubled
in 2005.

Table 1 - Demand Composition
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(percentage of GDP)

1997

2002

2003

2004

2005(e)

2006(p)

2007(p)

Gross capital formation
Public
Private

25.5
4.7
20.8

13.3
7.1
6.1

12.8
7.7
5.1

9.2
5.0
4.3

6.7
3.4
3.3

5.7
2.8
2.9

5.5
2.7
2.8

Consumption
Public
Private

75.2
53.8
21.4

74.8
36.9
37.9

80.6
34.0
46.7

75.3
29.4
45.9

57.5
22.5
35.0

51.9
19.9
32.0

52.5
20.2
32.2

-0.7
68.5
-69.2

12.0
77.6
-65.6

6.6
70.2
-63.7

15.5
70.5
-55.0

35.8
74.8
-38.9

42.4
72.5
-30.1

42.0
69.3
-27.3

External sector
Exports
Imports

Source: : IMF and National Institute of Statistics data; estimates (e) and projections (p) based on authors’ calculations.

Table 1 provides some detail on the historical structure
of final demand, clearly revealing the economy’s
dependence on exports and its reliance on imports for
most consumer goods. Oil and mineral development
continue to dominate Angola’s economic growth
prospects. In 2006 and 2007, mineral exports will
improve the external sector balance, adding further
stimulus to growth. Import volumes are expected to
grow by 12 per cent, in tandem with an increase in
private investment of 17 per cent in real terms; this new
investment, almost entirely foreign, is concentrated in
minerals. Public investment will also rise by 10 per cent
in real terms in 2006 and 2007, reflecting poverty
alleviation programmes and infrastructure reconstruction.
The positive sectoral developments mentioned above
are also expected to increase household incomes, raising
African Economic Outlook

the rate of growth in private consumption to 9 per cent
in real terms in both 2006 and 2007.

Macroeconomic Policies
Fiscal Policy
Success in the fight against inflation, which
consistently exceeded 100 per cent a year throughout
the civil war, is one of the Angolan authorities’ major
achievements. As illustrated below, inflation fell to
18.5 per cent at end 2005. Previous price stabilisation
efforts were undermined by large fiscal imbalances and
sizeable central bank operating deficits caused by the
use of oil revenues and expensive oil-backed loans from
© AfDB/OECD 2006
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international commercial banks to finance sustained
expenditure increases (such as a large army and civil
service payroll, arms purchases and consumer subsidies).
Progress in tackling these issues has been slow, although
the government has reformed the fiscal accounts to
reflect reality more accurately than in the past. These
accounts now include most off-budget expenditures,
including transfers to the military, the quasi-fiscal
operations carried out by Sonangol on behalf of the
government and the central bank’s operating deficit.
Moreover, the government has made considerable
progress in consolidating and unifying the reporting
of government revenue and expenditure.
In 2004, the fiscal deficit fell to 1.5 per cent of GDP
as a result of tighter control of current expenditure,
higher oil revenues and measures to improve budget

execution procedures. Efforts to contain and monitor
expenditure continued in 2005, notably through the
phasing out of price subsidies on petrol (from 3.8 per
cent of GDP in 2004 to 0.8 per cent in 2005) and public
utilities. Increased oil production combined with high
world oil prices resulted in a 7.9 per cent surplus in 2005.
Substantial surpluses are expected in 2006 and 2007
as well.
The 2006 draft budget gave higher priority to
transport infrastructure, with allocations increasing by
10 per cent in real terms to reach 10 per cent of total
outlays. Infrastructure rehabilitation will be financed
with oil-backed credit lines provided by foreign partners
such as China, Brazil, Portugal and Spain. Defence
and security spending is expected to consume 12 per
cent of total receipts in 2006, down from 17.9 per

Table 2 - Public Finances

(percentage of GDP)

1997

2002

2003

2004

2005(e)

2006(p)

2007(p)

Total revenue and grantsa
Tax revenue
Oil revenue

39.6
4.9
33.9

40.5
8.0
32.5

38.3
7.8
29.7

37.4
6.9
30.1

38.5
5.6
32.6

37.3
5.0
32.0

35.8
4.9
30.7

Total expenditure and net lendinga
Current expenditure
Excluding interest
Wages and salaries
Interest
Capital expenditure

55.0
51.1
45.4
9.6
5.7
4.6

49.7
36.9
33.6
11.3
3.3
7.1

45.7
37.3
34.8
12.5
2.4
7.4

38.9
31.8
29.5
10.5
2.4
4.5

31.0
25.1
23.0
7.8
2.1
3.1

26.7
22.7
20.9
6.7
1.8
2.6

26.9
23.5
21.8
6.6
1.7
2.5

-9.6
-15.4

-6.0
-9.3

-4.9
-7.4

0.9
-1.5

9.5
7.5

12.4
10.6

10.6
8.9

Primary balance
Overall balance

a. Only major items are reported.
Source: IMF and Ministry of Finance data; estimates (e) and projections (p) based on authors’ calculations.

cent in 2005. The shares of the 2006 budget allocated
to health and education, however, have been reduced
to 4.4 and 3.8 per cent respectively, from 4.9 and
7.1 per cent in 2005. In response to donors’ concerns
regarding these low allocations to the social sectors, the
authorities argue that the limited absorption capacity
of these sectors, and in particular their shortage of
human resources, militate against increasing resources.

to intervene through open-market operations, stabilise
the kwanza’s nominal exchange rate against the dollar
and dampen inflationary pressures. Year-on-year
consumer price index inflation fell to 18.5 per cent in
December 2005, from 31 per cent one year earlier,
despite a 40 per cent increase in the retail price of
petroleum products. Inflation averaged 22 per cent in
2005 and is expected to average 20 per cent and 16 per
cent in 2006 and 2007 respectively.

Monetary Policy
Since September 2003, the rapid accumulation of
foreign exchange earnings has allowed the government
© AfDB/OECD 2006

The improvement in fiscal outcomes thus far has
been due to increases in oil revenue. The government
continues to undertake substantial expenditure that
African Economic Outlook
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injects large amounts of kwanzas into the economy
and threatens to spark inflation, although spending
on domestically produced goods and services has fallen
in real terms, obliging the Banco Nacional de Angola
to slow money creation by purchasing kwanzas with
dollars derived either from oil receipts or from loans
backed by promises of future oil receipts. The gross cost
of such measures (that is, excluding the gains obtained
by maintaining low inflation) is estimated to amount
to more than $2 billion a year. Moreover, exchange ratebased stabilisation policies entail additional costs such
as currency appreciation, which detracts from the
competitiveness of domestically produced tradeable
goods. It should be noted, however, that the domestic
economy consists mostly of non-tradeable services.
Furthermore, all these costs must be weighed against
the fiscal benefits, in terms of improved tax collection,
brought about by the decline in inflation. Finally,
despite some improvements, a great deal more progress
is needed to achieve transparency concerning oil
revenues. Angola has subscribed to the Extractive
Industry Transparency Initiative, but de facto
implementation has been limited.
External Position
Angola eliminated export tariffs in 1999, and average
import duties declined from 17 to 14 per cent between
2002 and 2004. A new customs law is being drafted,
but no date has been scheduled for its implementation.
Angola formally acceded to the Southern African
Development Community (SADC) Trade Protocol in
March 2003 and is currently preparing a schedule for
its implementation. The bulk of SADC trade
liberalisation measures are scheduled to be introduced
by 2008, and member states are carrying out a midterm review of the Trade Protocol to that effect – a
process in which Angola is expected to play an important
role as a member of the steering committee.
Angola has been the leading beneficiary of the
Generalised System of Preferences (GSP) with the
United States since 1999 and became eligible to benefit
from the African Growth and Opportunity Act (AGOA)
in December 2003. Angola’s exports under AGOA and
its GSP provisions in 2004 – almost entirely oil and
African Economic Outlook

energy products – were valued at $4.3 billion,
representing 96 per cent of the country’s total exports
to the United States.
High oil prices coupled with increased production
boosted exports in 2004, resulting in a $7.6 billion
trade surplus. Oil and diamond exports are estimated
to have risen by 65 and 24 per cent respectively over
the 2002-04 period. In 2004, the United States was the
largest export destination (31 per cent), followed by
China at 30 per cent. During the 2000-03 period, these
two countries accounted respectively for 41 and 17 per
cent of total exports. European Union countries are the
single largest source of imports, accounting for roughly
half of Angola’s external purchases. Processed and fresh
food products are mostly imported from Portugal and
South Africa respectively, while the main import item
from the United States is equipment and machinery.
Angola recorded its first-ever current account surplus
in 2004 (3.5 per cent of GDP), as the trade surplus more
than offset the traditional services account deficit. The
latter reflects the high levels of services imports required
by the oil industry. The large deficit in the factor income
account corresponds mainly to remittances of profits.
Exports rose sharply in 2005 to $17.3 million,
from $13.4 million in 2004, as a result of rising oil
production and prices and of increased diamond
production. Continuing growth in crude oil production
is expected to enhance export volumes further over
the projection period, by an estimated 30 per cent in
real terms in 2006 and 2007. This growth should lead
in turn to an increase in imports of capital goods,
which are projected to grow by 13 per cent per year in
real terms in 2006 and 2007.
The further increase in international oil prices is
making deep-water exploration in the South Atlantic
financially viable, to the point where the world’s most
advanced technologies are being used in Angola first.
The country was Africa’s largest recipient of foreign
direct investment (FDI) flows in 2003 and the secondlargest after Nigeria in 2004. New licences for 23 blocks
were advertised in the international financial press in
November 2005.
© AfDB/OECD 2006
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Table 3 - Current Account

(percentage of GDP)

1997

2002

2003

2004

2005(e)

2006(p)

2007(p)

Trade balance
Exports of goods (f.o.b.)
Imports of goods (f.o.b.)
Services
Factor income
Current transfers

31.4
65.2
-33.8
-32.1
-12.0
1.2

40.8
75.7
-34.8
-28.9
-15.1
0.3

29.1
68.8
-39.6
-22.6
-12.5
0.7

39.1
69.0
-29.9
-22.9
-12.7
0.0

52.4
73.8
-21.4

55.4
71.9
-16.5

54.0
68.9
-14.9

Current account balance

-11.5

-2.9

-5.2

3.5

Source: IMF and National Bank of Angola data; estimates (e) and projections (p) based on authors’ calculations.

The rest of the economy attracts little FDI, but the
amount is growing. Services, in particular, are viewed
as having strong growth potential, as shown by new
projects financed by the Portuguese banks Banco
Internacional de Crédito (BIC) and Banco Comercial
Portugues (BCP Millennium) and by other investors
in retail trade, telecommunications (Telecom Namibia
is to launch the first private fixed-line telephone
network), electricity and construction. Belgian and
Swiss food companies have invested to expand their
operations. Investors from Brazil, South Africa and
other countries are also thought to be exploring business
opportunities in fertilisers and breweries.

The burden of external debt has eased in recent years.
At end-2004, according to IMF and World Bank
estimates, Angola’s debt amounted to $8.9 billion
including arrears and overdue interest, the equivalent
of 65.9 per cent of GNI, down from 86.8 per cent in
2003. Reliance on costly short-term oil-backed loans
is also declining thanks to $2 billion worth of official
credit lines from China and others. As new financial
sources emerge, Angola is now less dependent on
traditional ones such as the OECD countries and the
IMF. Moreover, it has restructured its official bilateral
debt obligations with several of its major creditors in
a series of bilateral negotiations. Although these trade

Figure 4 - Stock of Total External Debt (percentage of GNI)
and Debt Service (percentage of exports of goods and services)
■ Debt/GNI
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credit lines carry a higher cost than official multilateral
finance, the authorities are unwilling to weaken their
operational autonomy, commit firmly to a range of
structural reforms and reduce their current reliance on
selling foreign exchange to contain inflation. At this
stage, a likely compromise is the signing of a homegrown PSI programme that takes into account some
of the IMF recommendations.

Structural Issues
Recent Developments
Angola has significantly improved its
macroeconomic management since the end of the civil
war in 2002. Structural reform should build on this
momentum: in the event that efforts to diminish the
country’s reliance on oil and diamonds fail, Angola
will soon face an abrupt deceleration of growth, since
oil production is expected to reach a ceiling in 2008.
114
Unfortunately, new measures2 to deregulate
economic activity, sustain the privatisation process and
attract foreign investment in the non-oil sectors have
been slow to produce results. Private investors complain
that risk-taking and job-creating activities are jeopardised
by widespread corruption, outdated regulations and
rent-seeking behaviour – an assessment that is confirmed
by international rankings such as Doing Business and
the Transparency International index. The domestic
business sector includes a small number of businesses
thought to have strong political influence (the so-called
empresarios de confiança), and barriers to entry are high.
The authorities have begun to address this issue through
efforts to improve the tendering and auditing of public
sector procurement contracts, among other things by
employing new staff at the Accounts Tribunal. In the
case of land reform, major problems remain: most
colonial registries have been destroyed, and registration
of transfers of ownership, occupation and concessions
is in disarray as ministerial jurisdictions are badly

defined and often overlapping. Decentralisation, which
was supposed to accelerate the implementation of such
reforms, is incomplete: in practice, it has meant
decentralisation of administrative tasks but not
delegation of spending or taxation authority.
In 2005, structural reforms largely stalled. In the
case of the oil sector, a new bill was presented to the
National Assembly in mid-2005, dealing inter alia
with the handling of foreign currency proceeds from
exports. Foreign investors had claimed that national
banks were not prepared to accommodate massive
foreign currency flows efficiently and managed to
remove from the law a controversial provision that
required oil companies to route their export revenues
through domestic rather than international banks.
A competition bill has been drafted, but has not
yet been transmitted to parliament. Concerns regarding
the status and success of the privatisation process led
the authorities to suspend it in 2001. To reactivate this
process, the authorities intend to create an independent
agency and to establish a legal framework for setting
up a stock exchange.
Some state-owned enterprises, such as Angola
Telecom, the railways and the national airline TAAG,
have engaged in corporate restructuring with a view to
attracting FDI, but improvements in service delivery and
financial viability have yet to materialise. TAAG, in
particular, has been in debt for years and has periodically
been suspended from the International Air Transport
Association (IATA), although in 2004 it presented
certified accounts for the first time. The state-owned
diamond company, Endiama, currently combines
regulatory responsibilities with commercial operations,
and these two functions should be separated. This is a
necessary condition for opening up the diamond sector
to small and medium-scale private operators.
Two of the longest-lasting legacies of the civil war
and successive bouts of high inflation have been the

2. These include a new investment law that provides for equal treatment of foreign and Angolan firms (with few exceptions); the new commercial
code enacted in early 2004; the establishment of a national private investment agency (ANIP), a one-stop registration office for companies;
and a land tenure law passed in 2004 with the aim of clarifying property rights and customary tenure.
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dollarisation of the economy and the reluctance of
households to place their savings in formal financial
institutions. With the return of price stability, the entry
of new banks, the opening of a substantial number of
new branches including in the provinces, and the
availability of withdrawal facilities, total banking deposits
increased by 13.5 per cent in real terms in the first half
of 2005. Access to credit remains severely restricted,
however, especially for smaller firms, as banks invest
in treasury and central bank instruments and have to
date shown little inclination to compete for private
sector borrowing. A major achievement was a
$200 million syndicated loan negotiated by TAAG in
July 2005 with three local banks, led by the Banco
Africano de Investimentos and including the Banco
Espírito Santo Angola and Banco Comercial Angolano,
to finance the purchase of new aircraft. The government
will repay the banks with special Treasury notes.
In 2000, the authorities set up a credit institution
(Fundo de Desenvolvimento Economico e Social – FDES)
to channel part of the country’s large oil revenues to
support investment in the private sector. According to
the original plan, FDES was supposed to receive
$150 million from oil “bonuses” in 2000, but as of mid2004, only $30 million had been disbursed. A new
development bank, partly modelled on Latin American
experiences, will be created in 2006.
Energy infrastructure has not kept pace with the
dynamism of the economy, especially in Luanda. The
frequency of brownouts and power cuts has increased,
owing to inefficiencies in thermal generation facilities
and delays in completing the Capanda dam and
hydroelectric plant. This four-turbine plant has been
operating on an experimental basis since January 2004,
when the first 130 MW turbine came on line; this was
followed by a second one later the same year. Currently,
the power transmission lines are connected to
Cambambe dam, located in northern Kwanza-Norte
Province. The government approved a $113 million loan
secured by Russia Unified Bank that, along with another
$130 million from Brazil, will be used for the second

stage of the project, which is scheduled to be completed
in 2007.
Transport Infrastructure
The war left a legacy of destruction, mainly in rural
areas, as well as years of neglect and lack of maintenance
in Luanda. According to a recent survey on transport
conditions in the central highlands, 82 per cent of
communities are connected to the road network, but
each year 31 per cent of them remain isolated for at
least five months. The road network is the least dense
in the northern part of the highlands. In villages where
there are no roads, the average distance to the nearest
road is five km. The still extensive presence of mines
is also a major constraint on mobility, as public
transportation is available to only half of communities
(59 per cent of communities during the dry season,
47 per cent during the rains).
The task of rehabilitating and expanding transport
infrastructure is enormous. The government initially
focused on emergency measures and is now gradually
shifting towards a medium-term multi-modal strategy
comprising three interrelated strands:
• the rehabilitation of 457 km of national primary
and secondary roads and the construction of five
metal bridges;
• rehabilitation of the three main rail corridors
dating from the colonial era, mostly financed by
a loan from China (see box). At a later stage, new
railway lines may be constructed linking Angola
to the Namibian and Zambian networks. By
supporting trade relations with South Africa and
offering easier Atlantic access to the Zambian
Copperbelt, these rail links could have significant
effects on regional trade, facilitate the resettlement
of internally displaced persons and consolidate the
recovery of the agricultural sector;
• continued efforts to expand capacity at the port
of Luanda3. In August 2005, state-owned
Unicargas began operating a new general-purpose
port terminal with capacity to handle

3. The port reportedly received 2 645 commercial ships in 2004, of which 1 925 were on cabotage (local) missions and 739 on long-haul
missions. The port handled 3.19 million tonnes of cargo during the year, 122 000 tonnes more than in 2003.
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244 000 tonnes of general cargo a year, under a
20-year concession agreement.
Lastly, air travel played a predominant role during
the war because of military insecurity in the countryside.
The country has 13 airports, all of which are in need
of rehabilitation. The national privatisation agency
ANIP set a target of $250 million in funding for this
purpose in 2002. Projects at Luanda International
Airport, which are being undertaken by G.M.
International in a joint venture with Sarroch Granulati
Srl, are focused mainly on rehabilitating the runway.
An amount of 2.7 million has been allocated for this
project. There are also plans to develop a new airport

30 km north of Luanda, to be built by Chinese
contractors. Other major airports, at Cabinda, Huambo
and Bié, are also being rehabilitated.
With the exception of a toll bridge over the Kwanza
river, authorities have been reluctant to introduce costrecovery mechanisms for two main reasons. First,
transport infrastructure is seen as a crucial instrument
for post-war nation building, with large and positive
net economic and social externalities that the
government is willing to subsidise. Second, in order for
providers to charge for improved roads, users must be
provided with free-of-charge alternatives, the cost of
which would far exceed current budget allocations.

China’s Loan to Rehabilitate Transport Infrastructure
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Angola has seen a dramatic expansion of its relations with China since early 2005, when China Eximbank
extended Angola $2 billion worth of loans to rehabilitate roads and railways, especially in Benguela, which
is critical to mineral exports. China also accounts for a rapidly growing share of oil exports, and Chinese
companies are taking up old oil licences vacated by a French oil company, Total, whose reputation has been
damaged by the ongoing judicial inquiry in France. Chinese companies are rapidly establishing themselves
in the Angolan construction, telecommunications, power and mining sectors.
The conditions include repayment over 17 years, a period of grace of up to five years, and a 1.5 per cent
interest rate per annum. This credit has some advantages and disadvantages for Angola. First, the real cost
of this loan is higher than that implied by the published rates, because non-Chinese suppliers are excluded,
negatively affecting the prices of imports of goods and services. However, this real cost should still be clearly
under the rates at which Angola was already borrowing elsewhere. Second, Angola has urgent and large needs
of financing to support a rapid programme of investments for the recovery of the infrastructure, which would
allow the reintegration of the country, a basic condition for the reactivation of the economy and, especially
of the agriculture. This was seen as basic condition for the consolidation of peace and the alleviation of the
catastrophic social problems left by many years of war and economic mismanagement. Other sources of
financing were blocked by Paris Club rules, by the inability to reach an agreement with the IMF.
The project, funded by Chinese loans, involves not only the rehabilitation of the three main lines – the
1 336-km Benguela railway from Lobito to the eastern border with Zambia and the Democratic Republic
of Congo, the 479-km Caminho de Ferro de Luanda from Luanda to Malanje and the 907-km Moçamedes
railway inland from the coastal town of Namibe – but also construction of several transversal sections
linking the three existing east-west lines. According to the transport minister, André Luís Brandão, the Namibe
and Benguela lines should be operational within three years. Having already rehabilitated 17 de Setiembro
Airport, the Chinese government will also finance the construction of a new airport in the central Benguela
province.
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Political and Social Context
Thirty years after Angola won independence and four
years after a cease-fire was signed between the armed
forces and the rebels on 4 April 2002, the presidential
elections – initially scheduled for September 2006 and
eventually set for the first quarter of 2007 – will constitute
a milestone in national reconciliation and the
consolidation of democratic institutions. Parliament
has passed the legislation necessary for carrying out the
elections, which includes establishing a national electoral
commission (CNE), preparing the voter registry and
allowing the President to serve three consecutive terms
of office. Opinions differ as to the importance of delaying
the process. While this may be seen as a dilatory tactic
on the part of the Movimento Popular de Libertação
de Angola (MPLA), holding the vote in a context of
distrust among political parties could be detrimental to
the consolidation of peace. No opinion polls exist in
Angola, but the MPLA seems guaranteed to remain in
power owing to the weakness of, and divisions in, the
opposition parties, the dominance that the ruling party
exercises over state resources and the CNE, and the
feebleness of civil society, including the press. Although
peace seems to be firmly established, the continuing
armed conflict in Cabinda, albeit of low intensity,
remains a cause of concern in view of the strategic
importance of the enclave for oil exploration.
According to a World Food Programme survey, the
majority of household members (67 per cent) have
been displaced at least once during their lifetimes, and
the average period of displacement is 5.4 years. In
2005, the government reported that 2.34 million
internally displaced people, out of the 4.1 million
estimated at the end of the hostilities, had returned to
their areas of origin, primarily in the provinces of
Huambo, Benguela, Kwanza Sul and Bié. In addition,
approximately half of the estimated 450 000 refugees
to neighbouring countries had returned home since
2002. The average period since their return (as of
December 2004) is just over three years, allowing
households two or three harvests. The last important
wave of resettlement in the Planalto took place in
2002/03, when 47 per cent of the total displaced
population returned home.
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Major social indicators such as life expectancy,
malnutrition and access to water and sanitation
deteriorated sharply during the war and are still at
alarming levels. The rate of maternal mortality is one
of the highest in the world: 1 800 per 100 000 births,
compared to a Southern African Development
Community (SADC) average of 560. Angola has the
world’s third-highest under-five child mortality rate, with
250 deaths per 1 000 children, owing to malaria,
respiratory infections, diarrhoea, measles and neo-natal
tetanus; the SADC average is 137. Malnutrition is an
important underlying condition, estimated to affect
almost half of Angola’s 7.4 million children.
The majority of the population does not have access
to health care. Despite recent efforts to increase the
availability of health facilities, expenditure is still very
low. Owing to the effects of the civil war and the
insignificant resources allocated to the health sector
over more than two decades, indicators of health
outcomes will take considerable time to show
improvement. In the central highlands only 13 per
cent of the communities have a hospital or health post;
the average distance to the nearest health facility is
more than 20 km; and 60 per cent of communities rely
on unqualified health providers, such as traditional
midwives, while only one-third of the health facilities
in the area are staffed with qualified health professionals.
The underlying causes of the low rate of access to
health services and the poor quality of those services
are the huge human capital deficit – there is only one
physician for every 13 000 people – and the very low
quality of social spending. The funds allocated to the
health sector are fragmented into distinct budgetary
units at provincial level and dispersed in a large number
of sub-sectoral policies, programmes and plans without
a sector-wide plan of action.
Faced with these enormous social challenges, the
government expressed its resolve to launch a series of
action plans. Although the finalisation of Angola’s first
Poverty Reduction Strategy Paper, released in draft
form in early 2004, has been delayed, the government
has launched a general programme for 2005/06 to
mobilise action in priority areas, including food security
African Economic Outlook
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and rural development, mine clearance and
infrastructure rehabilitation. At the same time, donors
are currently shifting from emergency intervention to
a developmental approach, focusing their initiatives
on achieving the MDGs and fostering democratic
governance. In this context, donors are pressing the
authorities to step up the fight against corruption and
improve transparency in the use of oil revenues.
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Largely owing to the population’s lack of mobility
during the war, HIV prevalence in Angola is
considerably lower than in neighbouring countries. A
UNICEF survey, which covered some 12 000 women
tested at pre-natal clinics in all 18 provinces, found that
only 2.8 per cent of them were infected, which would
imply an overall adult HIV infection rate of about
5 per cent. However, the results of a more recent
national survey have raised doubts regarding the
reliability of the earlier data, which may seriously have
underestimated the magnitude of the problem. The
recent study shows that HIV prevalence is significantly
higher in border provinces, suggesting that population
movements have been accelerating the rate at which the
infection is spreading across borders and along major
corridors. In Cunene province, at the border with
Namibia, the prevalence rate is as high as 9.1 per cent.
The perception of a relatively low prevalence of
HIV led to a lag in medical response and extremely low
budgetary allocations over the past three years. Although
the government has established a National AIDS
Commission and approved a National Strategic Plan
(estimated at $92 million for five years and financed
by the United Nations), progress in establishing
prevention and treatment measures has been slow.
Most activities related to preventive education and the
mitigation of discriminatory practices are still in the
early stages and depend mainly on the efforts of nongovernmental organisations and the international donor
community. Currently, awareness of preventive measures
is very low. For instance, only 17 per cent of the
population could correctly identify three ways of
avoiding HIV infection. In addition, there are few
testing and treatment facilities, especially in the
provinces, reflecting a low level of commitment by
many local authorities. In 2004, the government opened
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the first day hospital in Luanda to provide specialised
care and has subsidised antiretroviral (ARV) therapy for
2 000 patients, out of an estimated 40 000 people in
need of ARV treatment. Clearly, Angola still faces a
number of major challenges: expanding treatment
facilities in Luanda and priority provinces, providing
training for personnel, supplying tests and other
materials, and improving monitoring, with particular
emphasis on the most affected areas, border regions and
potential transmission corridors.
According to a rural household survey carried out
in 2005, the illiteracy rate among heads of household
is 60 per cent, and of those who are literate, 73 per cent
never completed primary education. The war has
compounded the lack of school infrastructure and
personnel, which is exacerbated in rural areas. Currently,
according to national sources the primary school
enrolment rate is 115 per cent, indicating that many
children above 10 years of age attend primary school.
The combined primary and secondary school enrolment
rate of children aged 5 to 18 years is 63 per cent, but
only 5 per cent of the 10-18 age group is enrolled in
secondary school. The performance of the educational
system is weakened by children’s late age at the time
of enrolment, high repetition and dropout rates, the
very poor quality of facilities and the irregularity with
which classes are held.
To address these challenges, the Ministry of
Education has reformulated the Plano-Quadro de
Reconstrução do Sistema Educativo, setting new targets
to be achieved by 2015. The challenges remain
enormous. In order to achieve universal primary
enrolment and completion rates while keeping pace with
the rapid growth of the school-age population, the
number of pupils enrolled in primary school needs to
grow from an estimated 1.2 million in 2002 to 5 million
by 2015. In addition, in order to improve the availability
and quality of primary education, large numbers of
additional well-trained teachers are needed. To that
end, the Ministry of Education with the assistance of
UNICEF has recently drawn up a national capacitybuilding plan that aims to improve the teaching skills
of some of the 29 000 teachers recruited in 2003.
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