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 EXECUTIVE SUMMARY

 
This study initially summarises the historical, political and economical background in Angola of relevance to the prevailing conditions for Private Sector Development. The study has paid special attention to Norwegian and Angolan policies, including the recent Interim Poverty Reduction Strategy Paper. 

 
This study includes reviews of previous studies covering the topic, their conclusions and recommendations, while aiming at narrowing the focus for Norwegian commercial and aid-funded interventions, and identifying specific initiatives and opportunities.

The study supplements and updates some of the findings for specific fields in the report “Diagnostic Study on Private Sector Development in Angola”, prepared by the Bridge Group in 2002 (the Bridge report 2002). 

Although Angola is still struggling with many of the same structural constraints as in 2002, the country seems to have achieved a lasting peace, and there are increasing signs of positive economic and social changes. In this context Angola's recent Strategy for Poverty Reduction is considered a positive step, and a basis for further dialogue with the donor community. The national budget for 2004 also represents a positive step in terms of increased spending in the social sectors, including education. 

Angola's oil revenue is rapidly increasing, permitting the Government to initiate and finance considerable physical rehabilitation, demobilisation of soldiers and resettlement of displaced populations. This shows that the Government is able to finance substantial investments with their own funds. Government revenue is nevertheless far from sufficient to cover the immediate reconstruction and resettlement needs, and there is ample opportunity for private and publicly financed foreign initiatives. This window of opportunity is likely to diminish as petroleum revenue increases and business interests and political influence exercised by other nations seize opportunities. The enormous social and physical rehabilitation needs require willingness also among donors to consider using unconventional interventions and financing instruments. It is thus important not to let the focus on system failures and shortcomings alone guide the Norwegian policy approach to Private Sector Development in Angola. 

Angola can be characterised as a high-risk market with high entry costs and number of constraints to business such as corruption, inefficient in public institutions, lack of finance and reliable business information, and lack of basic infrastructure and trained personnel. It is therefore not realistic to expect that Norwegian interest in investing outside the petroleum sector will differ from other sub-Saharan countries, on the contrary, one should expect greater caution.

The study presents a number of factors affecting the enabling environment for Private Sector Development in Angola. 

With regard to financing mechanisms, the establishment of a venture fund with the participation of NORFUND is expected to materialise in the first half of 2004, and will be a positive contribution to increasing the availability of capital to the business community. This is looked at with considerable expectations.

A negative factor is the recent decision by GIEK not to provide guarantees for investments in Angola. This is likely to have a negative effect on other Norwegian financing mechanisms. 

Although the team met representatives from a variety of sectors and business areas, it is obvious that the petroleum sector still holds the most promising and interesting market for Norwegian companies. 

In addition to the development of large oil fields it is expected that Angola will develop a LNG plant for liquefaction of natural gas. The capacity and investments are estimated to exceed the present Melkøya LNG plant at Hammerfest, Norway, and therefore represent major business opportunities for Norwegian companies. 

The entry costs in the petroleum market are very high, and incentives that will permit INTSOK to have a full-time presence and play a more active role in promoting Norwegian companies, including small and medium sized suppliers, in this market are highly recommended. 

In the fisheries sector there is scope both for continued institutional cooperation to further develop the management of the sector, and for commercial initiatives related to production of fish oil, fish-meal, and aquaculture. 

The team also identified an interest to develop institutional cooperation related to the interaction of petroleum production & the environment, particularly fisheries. This field also holds potential for commercial and institutional initiatives related to oil spill protection. Protection equipment is also needed locally at the ports, and a specific request was received from Lobito port. 

In the maritime sector there is a need to strengthen physical monitoring of the coast and fisheries, and a Norwegian pilot study is already in progress with finance from NORAD. 

The electricity sector in Angola is in dire need of rehabilitation, and Angolan institutions presented several specific projects for rehabilitation of hydropower plants supplying Benguela, Huambo and Huila provinces, in addition to their intention to develop isolated mini-hydro systems. All these initiatives require feasibility studies that could be financed from Norwegian consultancy- or trust-funds.  There is further scope for continuing institutional cooperation in the sector. The role of NVE in preparation and evaluation of tenders is particularly emphasised by the team as a means of preventing corruption.   

In the telecom sector there are opportunities for supply, installation and service contracts related to improvement and upgrading of fixed line centrals. Norway has a network and contacts from previous support to the sector. 

At present, there is little scope for cooperation in trade as Angola's export apart form petroleum products and diamonds, is very limited.  

There is a clear interest among Angolan and Norwegian institutions for continuing the ongoing institutional support. In addition this study  shows that similar mechanisms could expand to the private sector and include institutions such as INTSOK and to also cover training needs in the private sector. 

The study recommends establishment of financial and institutional incentives that can mitigate the commercial and political risk that companies are exposed to in Angola. This could be in the form of direct loans, guarantees, and tender guarantees. 

Finally the study recommends the establishment of a Norwegian business centre in Angola, and to strengthen the capacity at the Norwegian Embassy to promote the private sector. 

It is the team's view that there is now ample documentation and knowledge available on which to base prioritising and decision making on Norway's involvement and financing of Private Sector Development in Angola, and that there is a need for such decisions to be taken at the political level.
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1 introduction

 
The Norwegian Foreign Ministry has prepared an overall strategy for Norway’s support for private sector in developing countries. The objective of the strategy is to promote economic growth and sustainable development, which is essential for reducing by half severe poverty by 2015 as stated in the Millennium Development Goals. Angola has adopted these Goals. In addition, the Norwegian Foreign Ministry has developed a strategic framework for co-operation with Angola for 2003–05, and the Angolan Government has given access to a draft Strategy for Poverty Reduction. 

This study supplements and updates some of the findings in the report “Diagnostic Study on Private Sector Development in Angola”, prepared by the Bridge Group in 2002 (the Bridge report). The diagnostic study is comprehensive, and provides substantial information as a basis for decision-making. Surprisingly enough, few decisions have been taken based on the suggested actions and projects of the mentioned report since its finalization in 2002. 

A sense of optimism and new opportunities has emerged in Angola since the signing of a pace agreement in 2002. This is also reflected as an increased interest for Angola in the private sector. Although Angola seems to have achieved peace, the country and the various sectors are struggling with many of the same constraints as in 2002 when the Bridge report was publicised. This report aims at narrowing the focus for Norwegian commercial and aid-funded interventions, by identifying specific initiatives and opportunities. 

It is the team’s opinion that although the country still suffers from serious governance shortcomings, including severe lack of documentation and transparency in financial management, there are signs of a growing commitment to improve this situation both at policy level and in practical action. At the same time, government revenue is far from sufficient to cover the immediate reconstruction and resettlement needs, and there is ample opportunity for private and publicly financed foreign initiatives. This window of opportunity is likely to diminish as petroleum revenue increases and business interests and political influence exercised by other nations seize opportunities. It is thus important not to let the focus on system failures and shortcomings alone guide the Norwegian policy approach to Private Sector Development in Angola. A balanced approach that take into consideration the apparent constraints with the need for improving social, economic and physical infrastructure and thus the living conditions in the country is needed. A well functioning Private Sector based on acceptable financial management can contribute to meeting some of these needs.

The team would like to emphasize that the amount of information now available, provides an extensive basis for decision-making on concrete actions to increase private and public contributions to developing Angola’s private sector. 

2 THE ANGOLAN CONTEXT

2.1 Natural Resources

Angola is endowed with some of Africa’s richest natural resources. The ecologic zones vary from tropical rainforests and high rainfall in the north to arid areas of very low rainfall in the south. The ecologic zones include a vast highland plateau in central Angola, large river plains, valuable forest resources, large areas of rich agricultural and grazing land, and a large hydropower potential. The sub-sea and coastal sediments hold giant oil and gas reservoirs, while the mainland geology contains diamonds and a number of other minerals. Angola’s marine resources have a high production potential and important populations of pelagic and demersal fish species in addition to crustaceans, all of which have high economic value.  

2.2 History

Angola gained independence form Portugal in 1975 after nearly 500 years of colonial rule. At the time of independence the white population was approximately 330.000 in addition to a substantial mixed race population. 

Armed struggle for independence started in 1961. After a military coup in Portugal in 1974 a transitional government was established in Angola, including UNITA, MPLA and FNLA. The government rapidly collapsed, and fighting erupted. MPLA maintained power with Cuban support, while UNITA received substantial support form South Africa, and later form the United States. At independence in 1975 power was handed over to MPLA. The Portuguese evacuated, leaving an administrative and technological vacuum for which Angolans had not been trained nor prepared. Very few Angolans had received proper education during the colonial era. 

Civil war
As the conflict evolved, UNITA dominated an increasing part of rural areas while MPLA controlled most urban centres. This situation remained during most of the civil war. After a peace agreement elections were held in 1992, but UNITA refused to accept the results that gave MPLA’s Jose dos Santos a 49% of votes, and returned to war. Another peace agreement was signed in 1994, but the agreement collapsed in 1998 and fighting resumed. UNITA’s leader Jonas Savimbi was killed in an army ambush in February 2002. On April 4, 2002, the Angolan armed Forces and the (UNITA) signed an agreement to end the 27-year long civil war after.  The civil war lead to massive destruction of infrastructure and cities and displaced several million people.

2.3 Political background

MPLA
After independence in 1975 Angola was ruled as a one party state by MPLA who defined itself as a Marxist Leninist party. Marxism Leninism was not abolished until 1990, when a nominal multiparty system was introduced. 

UNITA
The former guerrilla movement UNITA is struggling to change into a unified political opposition party. 

Demobilisation 
The Government has financed the majority of efforts to demobilise and integrate former UNITA soldiers and their dependants. This has progressed rather slowly and by the end of 2003 many combatants still remained in government controlled reception centres. 

Governance
The state remains heavily centralised under the MPLA party. In practice respect for democratic governance is weak. Power is concentrated in the presidency, with a handful of people dominating decision-making. Because of generally poor governance and lack of transparency in government finances, with large sums of oil revenue unaccounted for, Angola has an international credibility problem. Negotiations with IMF have been problematic and at present no agreement exists, although dialogue continues. Bilateral donors are apprehensive about entering into bilateral agreements, and attempts to organise a donor conference for Angola have so far failed.

Civil Society
Civil Society is generally weak, but has been playing an increasingly important role confronting the culture of war and mismanagement, although the media has sometimes been met with arbitrary detentions, and temporary closing of independent radio stations. The churches have played an important role in representing the voice of civil society. A number of private weekly newspapers exist, some of which voice fierce criticism apparently without being sanctioned.

Elections
General elections were planned for 2004, but are more likely to be held in 2005. There are huge challenges ahead in order to enable elections. General elections have not been held since 1992. 

Strategic role
Angola plays a strong political and military role in the region. The country has been involved in military campaigns in DRC and Congo, as well as Namibia, but military involvement in these countries has now ceased. In 2002 dos Santos assumed chairmanship of SADC for one year. 

2.4 Economy

At the end of the colonial period Angola had a diversified industrial and manufacturing sector, and a well-established infrastructure network including long distance railways, numerous airports and 70.000 km of roads of which more than 15.000 km were paved roads. The country exported large volumes of grains, meat, coffee, minerals and fish. The exodus of the Portuguese, Marxist policy, lack of trained personnel and 30 years of civil war shattered the economic, administrative and physical infrastructure, and led to a dramatic decline in production, manufacture and export. 

 
The only substantial growth over the last 15 years has been in the oil economy, which only to a limited extent has been affected by developments on the mainland. The rehabilitation and growth of the non-oil economy is lagging far behind and although primary production is slowly picking up, Angola continues to depend on imports and food aid for about half of its grains requirements. 

Inflation
The 12- month inflation remained above 80 percent throughout the year 2003, this is down from 105,6% in 2002. For the fiscal year 2004, the Government's inflation target is 20%, which is considered to be very ambitious.  

Fiscal deficit
The general government fiscal deficit was reduced from to 5 % of GDP from 2002 to 2003. Financing of the 2002 fiscal deficit depleted almost all balances held in Angola’s oil bonus offshore accounts, led to costly borrowing from international commercial banks, and to expansion of the central bank net credit to the Government. By the end of 2002 about half of Angola’s external debt was arrears.

It is estimated that about 30 percent of total government expenditure was executed outside the regular budgetary system. 

Stock exchange 
A presidential decree has approved the establishment of an Angolan Stock Exchange, and companies are presently tendering for organising the Stock Exchange. However, regulations for companies to disclose financial audits were only recently introduced, and are not being practiced by most companies. It is therefore uncertain if the decision to establish the stock exchange will have the intended effect. 

2.5 The Oil Economy

The petroleum sector has grown substantially after 1990 independently of the war situation. In 2002 the Angolan Economy grew by 15 percent on account of the booming energy Sector, (oil sector 22,1% and the non-oil sector 7,6%) (IMF 2003). 

The oil production dominates the Angolan economy. The country currently produces more than 900,000 barrels per day (bpd) and it is estimated that production will reach 2 million bpd around 2008. (Norwegian production was approximately 2,9 million bpd in January 2004). Oil revenue accounts for the major share of exports (90%) and GDP growth. The present value of all commercial discoveries not yet produced is almost 100 billion USD. 40 billion USD is investments and operating costs, and represent a huge business potential. Another 40 billion USD is due to the state. The structure of Production Sharing Agreements between the State oil company Sonangol and foreign oil companies provide for an initial large share of production value to be allocated to cost recovery (the Bridge report, 2002). If the present high oil price level is maintained, the payments to Sonangol and thus the state will soon increase.  

Oil backed loans
A factor limiting the availability of government oil revenues for domestic spending is that Angola has taken large oil backed loans to finance the war, reschedule its debt and cover budget deficits. The practice of arms purchased for oil backed loans has raised substantial international controversy and on several occasions been linked to shady arms dealers and middlemen. 

 Foreign debt 
Rescheduling foreign debt has to a large extent been done through bilateral negotiations. This has made it difficult for the international community to agree on and demand reforms in Angola. Recently, Portugal and Angola agreed to negotiate a rescheduling of foreign debt to Portugal by 2/3 by Angola taking on an oil-backed loan of USD 600 million in a commercial Portuguese bank. Similar agreements have been reached with other countries.  

2.6 Trade

Angolan trade is dominated by imports, with the exception of exports of oil, diamonds and some fish. Access to external markets through trade agreements is of limited value as the present production and export outside the petroleum and mineral sectors is very low.

Trade agreements
Angola is a member of Comesa, the Cotonou Convention, the SADC trade protocol, WTO, and has recently been accepted for AGOA.  

Trade partners 
Nearly 50% of Angola’s exports are to the United States, most of which is crude oil. The EU and China are the second and third major markets for Angola. Portugal is the largest exporter to Angola, with South Africa and the United States following, the latter exporting mainly inputs to the oil sector. South Africa is gaining position as an exporter, as it is close by and supplies a wide range of goods and services at competitive prices. Angola has also strong ties with Brazil.

Internal markets
Angola’s internal marketing network, particularly in rural areas has to a large extent collapsed. Incentives are desperately needed to revitalise these marketing networks through increased production, rehabilitation of infrastructure and reestablishment of economic networks.

 
The Bridge Group report, 2002, addresses the urgent need to diversify the economy away from the oil sector and into land-based activities aiming in the first place at import substitution. The agricultural sector, food processing and light mechanical and chemical industries have a particular immediate potential. Extensive administrative and economic reforms are needed in order to trigger diversification. 

2.7 Previous Studies

NORAD 
A delegation from NORAD made a preliminary assessment of the private sector in Angola during a visit from October 15 – 21, 2001. Below are the main points that were identified for further follow-up: 

· Expectations to IIE (now ANIP) as channel for DFI

· Development of the supply service industry for the oil sector

· AIA's potential as a partner

· Kværner-SUAPRO cooperation

· The fishery sector 

· High priority to institutional framework building

· Large expectations to NORFUND's presence as a link also for NORAD programs.

Bridge Group 
A comprehensive diagnostic study was carried out from October-November 2001 by Klaus Endresen from the Bridge Group, and Emilio Moreso Grion (the Bridge report). The final report was delivered April 2002. This study provides detailed information of the enabling environment for the private sector, with specific focus on the petroleum sector, and has been a valuable tool and reference for this study. The diagnostic study is a good tool for firms who seek a more detailed introduction to the country and particularly the petroleum sector. The Bridge report gave a number of recommendations. The most important recommendations are referred to below. Regrettably, little action has been taken on the recommendations in the report. The direct reason for this is the fact that the Norwegian Ministry of Foreign Affairs and NORAD decided not to start any new initiatives before the Strategic Framework for Angola 2003 – 2005 was finalised. This document was only released in 2003. 

Statistics 
An institutional agreement between the Norwegian and Angolan central bureaus of statistics, SSB and INE was recommended and is now effective. SSB is focussing on economic and social statistics and has two fulltime advisors in Luanda since the second half of 2003. The agreement duration is from 2002 – 2005.  

Fisheries 
There is still no Norwegian financing mechanism available for this sector, although NORFUND is preparing a joint fund with Banco Africano do Investimento, targeting the private sector in general. The fishery sector is still considered a high-risk sector. Norwegian initiatives in the areas of fishmeal and oil need follow-up.

 
There has been an initiative from the provincial Governor of Namibe and the Norwegian company Nordenfjeldske regarding combined coastal monitoring and research. This initiative still awaits follow-up from NORAD. 

 Marine research
Instituto de Investigacao Marinha IIM, is mainly engaged in marine research, including recently also aquaculture. Norway has supported a comprehensive programme that includes a strategic study of the sector. The study identifies opportunities and challenges both related to resource management, industrial fisheries, coastal fisheries, artisan fisheries, and fish processing. 

The Power Sector  
There are at present two institutional agreements between NVE and the National Directorates for Water and for Energy respectively. These agreements imply some need for consultancy services. Direct initiatives regarding infrastructure rehabilitation and financing have so far not been taken. 

Agriculture 
There are no Norwegian public or private initiatives in this sector yet.

Mining
There are no Norwegian public or private initiatives in this sector yet.

The service industry
The role of INTSOK needs to be strengthened, as their presence in Angola has been reduced to a part-time presence, mainly due to financial constraints. Norwegian support mechanisms for facilitating entry to the petroleum and service sector are still not in place. 

Business centre
The recommended establishment of a Norwegian business centre was much supported by Norwegian companies met during this study. Today, several Norwegian companies are located in the same building as the Norwegian embassy, although no formal network organisation has been established. NORFUND and INTSOK are no longer present at the offices, as they have chosen to be represented in Luanda by local part-time representatives. As for NORFUND this will change once their negotiations for establishing a venture fund for Angola is finalised. 

 Local oil fund 
The Bridge study proposed to establish a local Oil Fund financed with a percentage of the tax revenue accrued to the Angolan government from operations by the Norwegian oil companies (i.e. Statoil/Hydro), to be invested in the land-based private productive sector. This could help channelling funds from the petroleum sector to other sectors in need. The proposal to establish an oil tax based investment fund met with interest in Angola particularly from FDES, and the modalities for establishing such a fund need to be studied in more detail.

Guarantees
The Bridge study strongly recommended improving Norwegian financial mechanisms, including guarantees to the private sector. GIEK has assessed an application for guarantee to Angola under the poor country scheme, and concluded that guarantees will not be offered due to high risk. 

Training
It was recommended to increase financing for training needs, particularly training targeting the petroleum sector and covering topics such as management and petroleum technology. Today vocational and management training for the petroleum sector is established in Sumbe, and it is thus natural to strengthen this institution further, possibly also to cover general topics such as business management. 

Financial instruments  
Although NORFUND will invest in a venture fund in Angola, few other Norwegian financial mechanisms are in place. It is expected that financing through NORAD will be maintained at the present level. 

Privatisation
A public tender for setting up the Luanda Stock Exchange has already been floated. It is not yet known when the Stock Exchange will be in operation. A notable Norwegian input in facilitating privatisation, market economy and transparency would be the establishment of a database or company registry. 

Presentation 
The Bridge Report recommended a public presentation of their findings. A joint presentation of the Bridge Report and the present study to the business community is considered relevant to promoting interest in the Angolan market. A joint effort with INTSOK will probably have the best impact. 

THE ENABLING ENVIRONMENT FOR PSD

2.8 Social and Institutional Framework

Angola is in a post-conflict reconstruction phase that requires large-scale humanitarian assistance, and massive infrastructure and economic rehabilitation. To meet the enormous needs, conventional and unconventional instruments and incentives adapted to the prevailing context and to the capacity and needs of the respective sectors should be considered.
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Population 
UNOCHA reported in December 2003 that more than 800.000 people out of an estimated population of 13,5 million are still internally displaced, while over 3,4 million have returned to their places of origin. As one of the worlds most heavily mined countries, resettlement is an enormous challenge. 

Education
From a level of 12% in 1970, literacy is assumed to have reached approximately 40% by 2000. However, since then primary school enrolment has declined substantially. Only 37% of school age children were estimated enrolled in 2001. Many rural schools closed during the war. For the fiscal year 2004, the Government has proposed to spend 10,5% of GDP on education, which is a substantial increase.

Health
Health, nutritional and other indicators are among the worst in Africa. Angola has one of the highest rates of infant and child mortality in the world. Health spending was only 6% in the 2003 budget. HIV/AIDS infections data is inaccurate and indicate infection rates of 5,5%, this is most probably an underestimate. Several companies carry out HIV screening of their staff with or without previous information to the staff. Malaria is perceived as the greatest health problem and cause of absenteeism by far.

Gender 
Literacy and school enrolment is very low among women and girls in general. The rate of women in formal employment is also much lower than that of men. It is estimated that 88% of women do not have formal skills training. 

The Media
The state has a dominating role in the press and control the major newspaper, press agency, radio and TV station. Independent weekly newspapers, and private radio stations exist, and tend to be very outspoken in their criticism, but harassment and detention of journalists has taken place. 

Legal framework
A comprehensive overview of the Angolan legal framework was produced for the Angola Country Seminar held in Stavanger in September 2003 (“Doing Business in Angola” - Miranda, Correia, Amendoeira & Associados 2003) and further details are therefore not given here. A new investment law has been passed that equals treatment of foreign and Angolan firms with small exceptions. The team received information that regulations on ISO 9000 certification are now in place. The regulations imply that any foreign firm that wants to register requires an ISO 9000 certificate. 

Land Tenure
A new Land Tenure Law has been presented. It suggests that housing may be used as collateral, but there are still great uncertainties about land tenure. The registries from the colonial times have to some extent been destroyed, and registration of transfer of ownership, occupation, and concessions is in disarray. Utilisation of land may have shifted several times during the war without formal transfer of ownership. It is generally common that plots are transferred without transfer of title deeds. There is a long and very complicated way to go in order to obtain an acceptable legal situation with regards to land tenure and property rights.

2.9 Physical infrastructure


Basic infrastructure has suffered badly from 27 years of war damage and lack of regular maintenance. This represents a serious obstacle to investment and development, but also an opportunity for investment and contracts for its rehabilitation. 

Road transport
The national road network that previously consisted of 70.000 km of roads is in dire need of repair, and numerous war damaged bridges need rehabilitation. The end of the war has created a rapid growth in road transport as more roads and areas are cleared of mines and eventually rehabilitated. A Government led programme for reconstruction of bridges is taking place, and roads are gradually opening after being de-mined. Most non-paved roads are only partially passable during the rainy season, and frequent interruptions due to rain and floods occur. The road network in Luanda suffers from heavy congestion, and there is urgent need for traffic planning and modernisation of the road system. 

Railways
The three railway lines linking the major Angolan ports Luanda, Lobito and Namibe to the interior have been disrupted except for limited local services.  The Government has identified three development corridors along the railway lines. A pre-study, named the Ango-ferro Project has been approved, which entails four connected implementation phases for rehabilitation of the railway infrastructure:

· Rehabilitation of the existing railway infrastructure (all track lines simultaneously), repair of existing rolling stocks and connections with other transport modes

· Improvement of the existing railway network (compliance with SADC & international standards)

· Expansion of the existing railway network (connections between all railways, within the country)

· Expansion of the existing railway network (linking Angola to neighbouring countries)

 
A 200 km stretch on the Benguela railway line from Lobito to the east is soon to be reopened. This line is of particular importance as it used to service the economically important Huambo plateau and the neighbouring country DR Congo, and further rehabilitation will greatly improve communication between the regions. The cost and viability of rehabilitating and operating the railways will be critical to its implementation. 

Power 
Angola has a vast hydroelectric potential, and one large and several medium sized hydropower plants in operation. Power supply is very unreliable in most places, including in the capital. Angola's largest hydropower plant at Capanda on the Kwanza River is still under construction. The installation of the first 130 MW turbine, and probably also a second one during 2004 will significantly improve the supply situation. By finishing the Capanda dam, Angola will have a production that surpasses its present consumption. The transmission system does not have the capacity to fully utilise this new generation. There are plans to increase the transmission capacity to Luanda and interconnect the northern and central grid. However, the three transmission systems are not yet interconnected, and there is potential for interconnections and for further hydropower developments in isolated areas. The present installed capacity at other hydropower plants is also to a large extent out of operation or operating at very low levels due to lack of maintenance and war damage. 

 
Table 1: Summary of Hydro Capacity, Source ANIP.
	 
 Scheme
	Location
	River
	Groups
	MW
	Present condition

	Capanda 
	Malanje
	Kwanza
	4
	520
	Construction in progress

	Cambambe
	K.Norte
	Kwanza
	4
	180
	Operational - for rehabilitation

	Matala
	Huila   
	Cunene
	3
	40.8
	2 operational in rehabilitation

	Lomaum
	Benguela 
	Catumbela
	3
	35
	Not operational- for rehabilitation

	Mabubas 
	Bengo 
	 Dande
	4
	17.8
	Not operational - for rehabilitation

	Biópio 
	 Benguela  
	Catumbela
	4
	14.4
	3 operational in rehabilitation

	Chicapa 
	L. Sul   
	 Chicapa
	4
	20
	About to be built


 
A comprehensive overview of the rehabilitation needs and estimated costs can be found at ANIP's web page: http://www.iie-angola-us.org/power.htm  

Water supply  
Water supply is not adequate, particularly not in the provinces and rural areas. In urban areas, estimates indicate that 50 % of the population has access to potable water, but only 16 % have piped water. The remainder relies on water standpipes or trucks. In rural areas, no more than 15% of the population have access to clean water.

 
The population in Luanda and other cities depending on water trucks, pay prices far higher than what is paid for piped water. Details on the water supply network can be found at http://www.iie-angola-us.org/water.htm A national strategy for the water sector has been prepared recently. Norwegian companies have previously been involved in rehabilitation of water supply and sanitation in Benguela, and there is scope to further market relevant services.

Ports
Luanda, Namibe and Lobito are the main ports. Traffic declined from 15,9 tonnes of goods handled in 1973 to 2 tonnes in 2001. Clearing of goods at the ports may be very slow, although there has been an improvement of the services since the introduction of a programme that is overseen by the company Crown Agents. All ports are in need of modernisation.

Maritime 
Rehabilitation of navigation aids for maritime transport along the Angolan coast is needed. Previously the state owned companies Angonave and Capangola have dominated coastal transport. 

Air Transport
During the war air transport was the main vehicle for linking urban centres, reaching 70-80% of total interior traffic. Domestic air transport is now expected to decline, particularly for goods, as roads are opening, while international traffic is likely to increase. A feasibility study for upgrading of the Luanda International Airport is being carried out by the Luis Berger Group.

Telecommunications
Fixed link communication has been a monopoly of state owned Angola Telecom up to 2002. Angola Telecom also operates a mobile network. A second private operator of fixed lines has been given a licence. Four new licences for fixed line networks will be issued. A private operator, Unitel, has established a separate mobile network, and several new licences are expected. Several companies provide Internet access. Norway provided finance for upgrading Angola Telecom's fixed line terminal in Benguela in 1995. 

Mines
Angola is one of the most heavily mined countries in terms of mines per person. It has not been possible to obtain updated and reliable information on the presence of mines and unexploded objects in Angola, and figures vary considerably. UNOCHA reports less mine accidents during the return of refugees and their first agricultural season than what had been expected. Norway provides aid finance and government finance for mine clearing. Norwegian People's Aid is active in mine clearance. 

2.10 Strategies and Policies

Millennium Goals 
Angola has adopted the eight Millennium Goals. Of particular relevance to this study is Goal no. 8; "Build a global partnership for development". This target covers policy changes in rich countries for aid, debt, trade and technology transfers, and a national commitment to good governance i.e. These steps are all essential to achieving the Millennium Goals. It has not been possible to obtain Angola's strategy for implementing the MDGs.


 Poverty Reduction 
A preparation of a Strategy for Poverty Reduction is a condition and part of further dialogue with the Bretton Woods institutions, and for enhancing the dialogue with bilateral donors. Angola has prepared a Strategy for Poverty Reduction. The process has been slow and at first also marked by limited public participation and intra-ministerial coordination. UNDP and DFID have contributed to facilitating the process and strengthening public participation. The process has thus finally also included consultations with civil society. The document is despite shortcomings a positive step, and should be used as the basis for further dialogue with the government. The document includes a component on governance, including reform of the judicial and transparency. The following are the main target areas of the Strategy: 

i) Social reintegration

ii) Security and protection

iii) Food security and rural development

iv) HIV/AIDS

v) Education

vi) Health

vii) Basic infrastructure

viii) Job creation and skills training

ix) Governance

x) Macroeconomic management

 State budget 
The budget for 2004 was for the first time presented to the Parliament and approved before the FY 2004, something that is unprecedented in recent history. The budget refers to the Strategy, and although budget figures are not directly found in the Strategy, they may be said to be consistent in broad terms with the Strategy. Reference to the Strategy was also made by several of the representatives met by the team. This shows that the process has received certain attention among ministries and other public sector entities. 

2.11 Banking and the financial sector

Commercial banks
There is a growing number of private banks in Angola in addition the government owned banks. Interest rates for USD accounts and loans are in the range of 8-10%, while local currency interest rates reflect the general inflation, and may range from 60- 85%.  There are an increasing number of banks being established, many of which have Portuguese capital. Banks are mainly engaged in currency conversion and transfers, and only to a small extent in lending. Lending is mainly short-term loans for trade. Little is for investments. 

 The National Bank 
The National Bank of Angola has a supervisory role over foreign exchange transactions of oil operations and is the only bank permitted to engage in repatriation of profits. Repatriation of profits is legal, but in practice this may be a cumbersome process, although reports on this varied among companies met. Repatriation of profits is subject to the availability of foreign exchange in the National Bank.

 
Lack of fixed property registration makes it difficult to arrange proper mortgage, and is a serious obstacle to economic activity and growth. 

BESA 
The delegation met with representatives from Banco Espirito Santo de Angola, BESA. According to information obtained from BESA, they are the first and so far the only bank with a trading facility for currency and stocks. It is in the establishing phase (2 years old, owned to 99,6% by a Portuguese bank) aiming at becoming a commercial bank for the corporate as well as the private market. Necessary collateral for BESA's lending are still bank-guarantees or equal, but they try to signal a future possibility for using property user-rights as collateral. 

Investment funds
Fundo do Desenvolvimento Economico e Social, FDES gives loans to Angolan owned companies with 5-7 years repayment and interest rate of approximately 7-9%. Priorities are agriculture, fisheries, industry, construction and transport. The fund has government approval for a capital of USD 150 million, of which 70 million have been received from the government. USD 37 million has so far been disbursed as loans. The funds are disbursed through commercial banks that enter into agreements with the borrowers. The team requested more detailed information about loans and projects form FDES, but no such information was received. It is thus not possible to present a clear picture of the status of loans issued through FDES. 

 FADEPA 
Fundo de Apoio ao Desenvolvimento da Indústria Pesqueira, FADEPA used to provide financing to the fisheries sector. Financing came from funds generated by the Ministry of Fisheries The fund is presently decapitalised and is not able to provide financing. The team was not able to obtain information on the performance of borrowers.
2.12 The Labour Market

The labour marked suffers under a severe shortage of skilled personnel at all levels. The situation is particularly precarious with respect to technical staff.  Reductions on investment in education were significant during the last war years and it is estimated that 50% of Angolans do not have formal nor informal professional skills, this being even more serious for women of whom 88% are estimated to have no such skills. Most firms and institutions mention the lack of skilled and educated personnel as the most important constraint, limiting the impact of investments and posing an extra risk and cost to investors.  Weak management capacity is another serious effect of this situation. 

Training
Most companies in the petroleum sector finance extensive training programmes, including training abroad at various levels also at master level. Vocational training is also being carried out, and the results are very promising. NORAD, INTSOK and several oil companies have supported a training centre for the petroleum industry at Sumbe. There was a strong request from the sector and from companies met to continue and even expand the services provided by this institution. A pilot study for training in quality control was initiated by INTSOK and is being implemented by DNV. There is also an initiative by the major Norwegian engineering companies for training of trainers  in operation of sub-sea installations. The initiative uses Norwegian expertise and training facilities in Stavanger. It is rather questionable if companies outside the petroleum sector will have resources to undertake any extensive training or education. 

Local content
Angola is implementing strict conditions in order to achieve "angolanisation" of companies. There are restrictions on the use of foreign employees. It may take very long time to acquire a work permit for a non-resident. Costs of maintaining expatriate staff in Angola are also very high, and most foreign companies aim at reducing expatriate staff to the lowest possible level. The Angolan Government pressures companies with foreign workers/staff to speed up the "angolanisation". There are also increasing demands for local content in all contracts, and local companies are given a preferential advantage in tenders. There is a risk for negative effects on businesses if this process is driven too far or too rapid.

Wages
The minimum wages for public servants is USD 50 per month. Unskilled labour at some major oil related industries is paid USD 250. Casual labour in primary production may be paid USD 10 per week. There seem to be a desire in some sectors to use more casual labour, also because personnel reduction among the permanent labour force is expensive and cumbersome under the present labour laws.

Unions 
The two major labour unions are the Angolan Workers National Union (UNTA- CS) and the Angolan Confederation of Free Trade Unions (CGSILA). Labour laws are strict and give employees rather strong protection against dismissals. ILO is present in Angola. 

2.13 Company registration

Angola has established a “One stop shop” for registration of companies, ANIP. Companies still regard registration as quite cumbersome as documents still have to be acquired, approved and submitted to a number of different institutions, but the situation is improving. ANIP's role is much needed and it has recruited well-qualified people for its management, with extensive experience from international business. 

2.14 Public Sector Management

Generally widespread corruption and poorly functioning government institutions pose great risks to business in Angola. Enforcement of contracts cannot be guaranteed through the judiciary, and lack of transparency in general is a major obstacle to fair competition. Until very recently it was not mandatory for private companies to present accounts or audit reports, and information about potential business partners may therefore be quite unreliable. Businesses with a turnover above a certain threshold are now required to submit audited accounts, but this is not always being complied with.  

The IMF has pointed at vast for sums of money from government oil revenue that is not reflected in the state budget or accounts. This has been a major obstacle to Angola and the IMF reaching an agreement. In the view of IMF, steps to improve transparency have been insufficient. The government’s position has been that the reasons for this is that country has been trough almost thirty years of war, while it admits that accounting and budgeting routines have shortcomings. There seems however to be an interest on both sides to continue dialogue towards reaching an agreement. An Angolan high-level mission visited the IMF and WB as recent as February 2004. Counter- reform forces with interest of status quo are nevertheless still strong.

Angola has been able to raise own funds for immediate rehabilitation and limited investment needs. This shows that there are opportunities for commercial contracts financed by the government.  

2.15 Development Financing

Development financing to Angola is limited, to a large extent due to the lack of an agreement with the IMF and to donor's reluctance to enter into comprehensive bilateral assistance programmes. This can be attributed to the serious problems concerning lack of transparency in government finances. Total development aid in 2001 was approximately 10% of the national budget, as compared to 60% of the national budget in Mozambique.

NORFUND
Negotiations to establish an equity fund in Angola are underway, and NORFUND aims at having the fund operational by mid 2004. The fund will be a joint venture between NORFUND and the Angolan bank Banco Africano do Investimento (BAI), which is partially owned by Sonangol (17%), Investec Bank, Amercon Int. the Portuguese bank BPC, and private investors among others. The fund will be managed by an independent legal entitiy owned 50% by NORFUND and 50% by BAI. NORFUND will be member of the board. The capital committed from NORFUND and BAI is USD 7,5 million each , with investments ranging from USD 500.0000 upwards to USD 4 million each, and not exceeding 49% of the total share capital of the company in which the investment is made. The Investment horizon will be 3 – 7 years. 

 
Members of the business community regard the bank's link to Sonangol with certain scepticism. Sonangol has ownership in a large number of companies and business areas, and the ownership structure of these companies may not be very obvious to the public. 

GIEK
Previously GIEK announced that they would be willing to consider guarantees for specific sectors if co-financing from other IFI’s were part of the investment package. In March 2004, GIEK concluded an assessed of the possibility of providing guarantees to initiatives in Angola based on a specific application from a Norwegian company. GIEK's conclusion is that they will not provide guarantees for Angola. This applies both to their regular mechanisms and to the specific mechanisms for least developed countries. GIEK's position cannot be expected to change in the near future unless there are considerable changes in Angola's credit worthiness, financial management, political risk and debt situation. The decision is also likely to affect the possibility to provide mixed credits. 

Eksportfinans 
Eksportfinans has processed four applications for financing to Angola during the last two years, only one of which is still under consideration. Eksportfinans depends on cooperation from GIEK or other guarantee institutions to be able to raise finance for an investment, and strongly recommends a greater involvement of NORFUND for equity financing and GIEK or NORAD for the provision of guarantees. 

NORAD 
At present NORAD maintains the general incentives for the private sector such as training related to exports, financing of pilot studies etc. There is also the possibility of providing untied mixed credits, although this has not been tried in Angola, and will depend of the availability of the necessary guarantees from external sources. 

2.16 Other Bilateral and Multilateral Financing

 Norsad
Norsad views Angola as a regionally important and growing market, and has financed several initiatives in Angola in the past: 

 
Project Company
NORSAD Loan
Sector
Brief Project Description
 
FLECOL Limitada
DKK   4,000,000
Manufacture
Soap/Detergent Production
 
Guarda Segura III Limitada
EUR      650,000
Service Providers
Security Services company

Nova Cimangola SARL
DKK 10,000,000
Manufacture
Cement
 
Veliero Limitada
EUR      600,000
Manufacture
Ice Cream 
NDF
Due to a general policy of reducing the number of target countries, NDF will not provide regular financing or credits for initiatives in, and does not have any present programme in Angola. It may be possible to consider co-financing with other institutions on a case to case basis.

Enterprise Fund
UNDP, Chevron Texaco Corporation with USAID, and the Angolan Government have signed an agreement to establish a public- private partnership to support small business development in Angola. Initial contributions are USD 5 million from Chevron Texaco/USAID, (with USD 25 million in total to be equally matched over five years), USD 1 million from UNDP and USD 4 million from other philanthropic sources. Disbursements to date are not known.

World Bank
Current World Bank portfolio lending includes commitments of USD 82,6 million in three active projects: 

 
Economic Management Technical Assistance: USD 16.6 million.

 
Emergency Demobilisation and Reintegration: USD 33 million.

 
Second Social Action Project: USD 33 million. 

 
Projects under negotiations include an HIV/AIDS Project of USD 20 million, and an Emergency Multi-sector Rehabilitation Project of USD 120 million.

 IFC 
The IFC has in the past eight years only processed three projects, of which two were approved:  Enterprise Bank of Angola with  USD 700.000 and Flecol Soap Factory with USD 610.000. 

MIGA
The Multilateral Investment Guarantee Agency has four guarantees in the manufacturing sector totalling USD 20.8 million in gross exposures, of which USD 18.4 to Barlow’s Tractor International Ltd. 

3 OPPORTUNITIES FOR NORWEGIAN TRADE AND INVESTMENT

3.1 Success Stories

Nova Cimangola
In 1994 the Angolan Government opened up for privatisation of Cimangola, the dominating cement factory in the country. The then Norwegian owned company Scancem International acquired ownership of 49% in the renamed Nova Cimangola. The Government remained with a 39% share while individual owners in the government own the remaining 12%. Scancem, with headquarters still in Norway, is now owned by Heidelberg Cement, and remains their branch for cement production in Africa.

 
The Company produces 628.000 tonnes of cement per annum and 480.000 tonnes clinker, importing an additional 200.000 tons of clinker for milling and bagging. The company has a 90% share of the internal marked, in practice a monopoly. The government sets factory prices of cement, and there is thus not a free market at the moment. 

 
In 1995 NORAD financed two new generator sets for emergency power as frequent power cuts seriously threatened production. 


Nova Cimangola generates a substantial profit, and plans an extensive expansion of both kilns and mills. Outside the petroleum sector, Nova Cimangola is the only significant Norwegian investment in Angola (the Bridge report 2002).

Oil companies
Norwegian oil companies have invested in the petroleum sector since the early 90ies, with substantial success. Both Hydro and Statoil ASA have shares in some of the most important blocks. Statoil has a very successful non-operating share in blocks 15 and 17. Hydro participates in block 17 and has also relatively large shares in other deepwater blocks so far without finds. Hydro is also a technical assistant to Sonangol in the Sonangol operated block 34. The presence of the two Norwegian oil companies in Angola is in itself a strong signal of the importance of the country in the international oil scene and a signal to the highly qualified Norwegian supply industry to involve itself in Angola. This sector is by far the most obvious and important area where Norwegian industry can play a role in Angola under full international competition. 

Contractors 
Large contractors and engineering companies such as Aker Kværner, FMC Kongsberg International AG (now 100% US owned), and Stolt Offshore - through the Joint Venture SONAMET- have recently secured large contracts for deep-sea installations. ABB SMM (Vetco) has also opened a workshop facility in Luanda directed towards the petroleum market.

Drilling 
Ocean Rig has secured high value contracts off-shore Angola for ultra deep-water rigs. Smedvik Offshore AS have recently established an office in Luanda to market their services and tender for contracts, and expect to win contracts within a few years.

Shipping
Fred. Olsen Production operated a floating production, storage and offloading vessel off the Angolan coast until to 2002. The contract is completed. 


Farstad Shipping ASA has entered into a joint venture with Angolan investors and will soon transfer two supply ships to Luanda. 

Services
Det Norske Veritas (DNV) has established an office in Luanda, mainly targeting the petroleum sector, but also carrying out an increasing number of contracts in the on-oil sectors. DNV has plans to open an office in Benguela within short. 


Petroleum Geo Services, PGS has made a decision to open an office in Luanda and is expected to be operational in the first half of 2004. 

Manufacture
The Norwegian company Reslink produces sand filters for oil wells and are in the preparation stage of establishing an assembly plant in Angola. 

Coastal Monitoring 
Nordenfjeldske Development Services has applied to NORAD for financing for a pilot study related to coastal monitoring services.  

3.2 The Petroleum Sector

In general the market for products and services to the petroleum sector still holds extensive opportunities, and will continue to be the most interesting market for interaction between Norwegian and Angolan business. However, the entry costs are very high, and winning a contract may require several years of marketing and tendering. This cost is probably too high for most small and medium sized Norwegian enterprises, which may need specific incentives to be able to carry part of the entry costs. Companies will require sufficient capital to succeed. Strategies already widely used are to focus market activities towards the international headquarters of the main operators and suppliers, and/or towards the Norwegian companies that already have contracts in Angola. As most contracts require approval by Sonangol and increasingly also Angolan participation or components, it is vital to establish relations with Sonangol too, and a certain presence in Angola is thus increasingly required.  

INTSOK 
INTSOK has a part-time representative in Angola, but should ideally be able to play a stronger role in marketing Norwegian petroleum expertise than today given the magnitude of the market. The role of INTSOK is of particular importance to small and medium sized companies that do not have the resources to establish permanent presence in Angola. 

 
The establishment of financial incentives that can strengthen INTSOK's presence in Angola is recommended. The incentives could be as a financial contribution to maintaining a permanent fulltime presence, perhaps co-financed with the petroleum sector, and such presence will most probably be optimal if closely linked to the Norwegian Embassy in Luanda. INTSOK has estimated the combined operation and investment level in the petroleum sector in Angola to be in the range of 6 billion USD per year during the next 4 years. Considering the high barriers and entry costs particularly facing smaller firms, the value of INTSOK's assistance in this promising market should be obvious. However, the degree of presence in this market is a priority that in the end must be decided by INTSOK's owners and members.

LNG Plant
Gas from Angolan oil fields has so far been flared, new regulations require an end to flaring, a decision that at present implies re-injection of natural gas. There is a growing interest in exploring this gas by investing in an LNG facility that could serve the Congo basin fields at first. The proposed construction of a 4 mmt/yr LNG export project at Soyo, the main oil base at the outlet of the river Congo, will require about 6 bcm of feed gas per year. A Front End Engineering Design (FEED) study is expected to start early in 2004. The plant will be a joint investment by the lead operators on the Angolan oil fields, and production directed mainly at the export market. 

 
The plant will represent extensive business opportunities for Norwegian firms with a record in the international market. Opportunities will arise in all areas of offshore and onshore petroleum engineering, supplies, design, construction and supervision, as well as LNG shipping. Companies interested in positioning themselves for contracts should be prepared to invest considerable time and effort over several years to acquaint themselves with the market and the international and Angolan players. Partnerships with Angolan firms, although not necessarily with Angolan majority, will most certainly be a requirement. 

Refinery 
Angola is developing plans for a new 200,000-bbl/d refinery, to be located in the central coastal city of Lobito. Planned investments are between 3.5 billion USD. 

3.3  Fisheries 


 
The delegation visited the Province of Benguela, the cities Benguela and Lobito, and the fishing and salt industries at Bahia Farta. 

Coastal fleet 
Bahia Farta is an important centre for coastal fisheries south of Benguela. Medium size boats up to 25 m and 40-50 tons dominate this fishery. 12-14 small fish industries are located around Bahia Farta. The exact number of firms in operation is uncertain, but those visited had their own boats in addition to having delivery contracts with individual boats. The fish landed is mainly Sardines and Horse Mackerel that is either sold fresh locally or salted and dried for distribution throughout the country. One firm buys high value fish and shellfish that is packed, frozen and exported to the EU. This requires EU certification of ships and processing plants, and cooling facilities on board the boats. The sector is generally labour intensive and otherwise working on an elementary level, and employs a large number of female workers. The workers are to large extent casual labourers on minimum salaries.

The fishing of Horse Mackerel has recently been stopped due to over-exploitation. 

 Fishmeal
At present most fish residues are dumped, while the raw material could have been used for high value fishmeal for export. There is a strong interest in the sector to invest in equipment to produce fish- meal and oil, for which there is a market internationally. Norwegian investors have shown interest for JV or investment in oil and meal production and have applied for NORAD support. As Angola does have a history as fishmeal producers this opportunity should be studied for possible implementation, even if it the international market is extremely competitive.

 Shipyards 
There are shipyards that build and repair the wooden boats used by the coastal fleet, their expansion restricted mostly by the fisherman's ability to obtain financing for upgrading or building of new vessels. 


Expansion of the industries as well as purchase of new boats is hampered by the lack of credits and loans in general. Some loans have been provided by FDES and FADEPA, and although the loans to fishing vessels are among the largest given by these funds, they are also high-risk loans. 

 
The sector could be an interesting sector for Norwegian finance i.e. through NORFUND, although detailed feasibility studies are needed, and lending conditions need to be adapted to the specific needs of the sector. 

3.4 Environment


 
Control of industrial pollution and environmental protection are in their very early stages in Angola. Certain regulations, restrictions and consequential measures are included in the legal framework. There is a general Environmental Law.  The time limits of this study did not permit further analysis of the legal framework governing the land and water environment. 

Oil & Environment 
Environmental considerations for the petroleum sector are governed by a specific decree. This decree requires companies to prepare and submit for approval of the Ministry of Petroleum plans regarding operation spills, waste discharge and site abandonment. Angola shows considerable interest in learning more about the Norwegian way of handling the environmental impacts of the petroleum activity and possible consequences for other users of the marine and coastal areas and resources, such as fisheries and recreation. Norway has relevant expertise in this field. This was emphasised by the Angolan Institute for Marine Research IIM that the team met. 

 
IIM requested support to share and develop this experience and information. This field may have potential for expanding institutional cooperation both with marine research and pollution control, and should be considered for further Norwegian institutional cooperation

 NOFO 
Protective measures for coastal areas in case of oil spills are non-existent in Angola. Norwegian Clean Seas Association for Operating Companies, NOFO, and the associated Norwegian municipal protection infrastructure may prove a useful concept for Angola, and contacts with relevant companies and institutions should be established. These would be the main oil field operators and port authorities in Angola.
3.5 Maritime

Ports 
Few direct contacts were made with the maritime sector, but the delegation had a brief meeting with the director of the port of Lobito. The port is the starting point for the damaged 1300 km railway line to the Democratic Republic of Congo, a railway line that runs through the most productive areas of Angola; Huambo and Bié. Ongoing works to rehabilitate the first 200 km of this line are almost completed. The port has recently invested considerably to improve its infrastructure and handling capacity, particularly in container handling mobile cranes. At present the port handles nearly 40.000 containers per year, which is considerably more than the 10.000 containers/year originally planned for. The port generates and administers its own funds. 

Oil spills
A much-desired investment at the port is for equipment for containing and removing spills from ships. Several Norwegian manufacturers produce this equipment, and there may be a potential for exports and training either on a purely commercial basis or in combination with Norwegian financing incentives. There is scope for establishing contacts between the port of Lobito and Norwegian suppliers of oil spill contingency equipment. 

 Coastal monitoring 
Angola has a 1600 km long coastline with important fisheries and extensive legal and illegal industrialised fishing. There is an urgent need to improve monitoring and control of the fishing. Angolan authorities have expressed interest in improving the coastal monitoring. The Norwegian company Nordenfjeldske has shown interest in developing ties with Angola and to develop institutional cooperation and capacity building for monitoring the Angolan fisheries. This will permit Angola to improve its control over their marine resources. It is recommended to follow up previous initiatives, and to consider possible links with  research and with pollution control and prevention measures.

3.6 Electricity

The needs and potential in the power sector were emphasised by the Angolan representatives from ENE, DNE and MINEA. The Angolan Government’s capacity to finance these needs is very limited. The new legislation for the sector permits private participation and investment. However, with the present electricity tariffs at 2 US c/kWh, expecting private investment in the sector is not realistic, except where the investor can set independent tariffs. The Government has admitted the need to raise tariffs above 9 US c/kWh, but this will only be done gradually over a period of several years, and major tariff increases are unlikely in the period up to the first elections. 

Mini hydro 
Construction of mini-hydropower plants for which 4-5 studies already exist was also emphasised, and may provide opportunities for Norwegian companies. Such projects would be aimed at remote off-grid areas, as preliminary solutions awaiting grid expansion and implementation of larger projects. In remote areas, intermediate small hydropower stations installed in mobile containers may be an interesting alternative for rehabilitation of power supply. Containerised solutions, preferably with local value added content should be prioritised. Norwegian project suggestions and initiatives exist.

  Hydro rehabilitation 
The institutions mentioned all pointed to the need and priority of rehabilitating power production and transmission. ENE expressed an urgent need to rehabilitate power production in the Benguela province, including the Lumaum hydro power station (35MW) and the Gove dam. The stations serve Lobito, Benguela and the Huambo area. In addition there is a priority to rehabilitate the Matala hydropower station (41MW) in Huila province. It is also a priority to rehabilitate and upgrade the Cambambe hydro power station (180MW) the main supplier to Luanda once Capanda can fully substitute its power. There is a potential for developing seven additional hydropower stations on the Kwanza River in the long run. Both Portuguese and Brazilian interests are strong in the electricity sector.

Feasibility studies 
ENE expressed the need for assessment and feasibility studies for rehabilitation of the above-mentioned plants. Without such studies decisions on rehabilitation and financing cannot be taken. Norwegian Consulting companies have extensive experience with such studies in the region. Financing mechanisms could be consultancy funds from the WB or NORAD. 

Regulatory body 
The new electricity law foresees the establishment of a regulatory body for the electricity sector. There is scope for Norwegian technical assistance to further study and develop such a regulator. 

 
In addition there is scope for initiatives to work with restructuring electricity tariffs that at the present level do not permit operators to recover costs. 

 NVE
Financing for the two initiatives could be done either through the institutional agreement with the Norwegian Directorate for Energy and Water Resources, NVE, with NVE supervising the tender and disbursement of funds, even for untied contracts, or through direct financing of technical assistance or consultancies.

 
NVE has an institutional agreement with the Ministry of Energy and Water, MINEA through the National Directorate for Water and National Directorate for Energy.  The agreements cover sector studies and Institutional training. As part of this agreement several Technical Assistance contracts have been let, and Norwegian companies have shown keen interest and secured contracts. The contracts are valuable also in terms of establishing business networks and promoting Norwegian expertise, thus facilitating entry to other sectors.

 Procurement  
As a means of reducing corruption in procurement, the role of NVE in preparing and participating in evaluation of tenders is highly appreciated by Norwegian companies. It is strongly recommended by the team that future tenders are carried out with the assistance of NVE or similar Norwegian public institutions, including for untied financing. 

3.7 Telecom

The team met Angola Telecom in Benguela who expressed a need to upgrade the fixed line centrals in Lobito. Their intention is to move parts of the Benguela central to Lobito, and upgrade the Benguela central. As Angola Telecom expressed the wish to diversify away from too much dependency on one single supplier by introducing equipment from Ericsson, there may be scope for cooperation between Norwegian and Swedish branches of Ericsson to compete for contracts. The provision of Norwegian financing through a Norwegian untied mixed credit could be a possible solution to this initiative from Angola Telecom  

3.8 Trade

This topic has been extensively covered in the Bridge Group report. Angola’s trade pattern is almost entirely dominated by imports of consumer and investment goods, except from the petroleum and diamond sectors. At present there seems to be little scope for Norwegian involvement in trade except from the petroleum sector. 

In the medium and long term Angola may prove interesting for trade in minerals, ornamental stone, and eventually agricultural products but this will all require significant infrastructure rehabilitation and investments. Also mentioned by Angolan institutions was the potential for trade in tropical timber, where Angola has ample resources, but lacks logging and processing technology. This however is a highly controversial sector on a global scale.    

3.9 Investment

Angola can be characterised as a high risk market with high entry costs and number of constraints to business related to corruption, lack of means for assessing credit rating, and lack of basic infrastructure and trained personnel. It is therefore not realistic to expect that Norwegian interest for investing in Angola outside the petroleum sector will differ form other sub-Saharan countries, on the contrary, one should expect greater caution. 

The environment in the petroleum sector is somewhat different, as it is a booming market that is not to the same extent dependent on the prevailing economy and infrastructure as mainland activities. Investments are likely to increase substantially during the next decade, including large investments in land based oil related activity. 

However, the potential for an acceptable (and partly also high) return on investments is, as in most developing markets, present. As this is an important factor driving economic growth, the donor community should consider measures to lift some of the political and economic risk off the projects.

3.10 Institutional Support and Technical Assistance

 
Norway has had extensive programmes for institutional development for a number of years. There is scope for continued and expanded cooperation within management of the fisheries, petroleum, water and energy sectors, all fields where Norway has strong competence and relevant experience, and where contacts, mutual knowledge and  trust has been built over many years. To this may be added Norway’s competence on oil& fisheries interaction, as well as oil spills contingency planning and clean-up technology, all closely linked to the mentioned sectors. All the above sectors are directly related to resource management to which the Norwegian Strategic Framework for Angola gives high priority. 

Fisheries 
Norway has provided institutional support to the fishery research institute, Instituto de Investigacao Marinha, IIM, including a Sector Study focusing on data collection and resource management as well as a Strategic Plan. There is an interest on both sides to continue this cooperation. IIM is mainly engaged in marine research, including recently also aquaculture. Norway has supported a comprehensive programme that includes a strategic study of the sector. The study identifies opportunities and challenges both related to resource management, industrial fisheries, coastal fisheries, artisan fisheries, and fish processing. Aquaculture and clam production could be a basis for further cooperation and may provide the basis for an export-oriented industry. 

Petroleum
The Norwegian Petroleum Directorate has an Institutional Agreement with MINPET covering 2000 - 2004. The Agreement covers institutional development, legal and regulatory framework, policy and management, safety and environment, and training. The cooperation has identified massive needs for skills training to the sector, further needs for institutional development, and greater need for coordinating the knowledge and statistics related to fisheries, environment and petroleum. 

PETRAD 
International Programme for Petroleum Management and Administration (PETRAD) carries out courses in Norway and abroad for internationalisation of Norwegian petroleum competence. There has been extensive Angolan participation in the training programmes, which are valuable contribution to improving petroleum sector knowledge in Angola. 
Energy 
The present agreement between DNA and NVE expires in mid 2004. There is however sufficient remaining funding to continue for some time due to delays in implementation of part of the programme. Both institutions are interested in continuing the cooperation. 


With regards to feasibility studies for hydropower rehabilitation, these may be carried out at limited cost and simplified tendering procedures. NVE could be given a mandate to assist in organising the tender preparations together with DNE. 

 
Rehabilitation of hydropower plants is not yet likely to attract private capital. The experience from other African countries shows that the market is still somehow apprehensive. No private initiative can be expected as long as the present tariff regime remains in place. Other financial incentives are needed. Untied mixed credits could prove a useful tool. NORAD should study this possibility further. 

Mapping 
It was not possible for the team to go into details of the status of base maps in Angola. Some initiatives are taking place, although they seem to be local and not solutions coordinated at national level. Benguela cooperates with the Portuguese town Oeiras for upgrading their base maps. There may be scope for digitising and upgrading base maps for other urban centres. A national company Techno4 provides aerial surveys and digitisation of maps in Angola. 

Registry 
Today, companies have to register when establishing, but there is no formal requirement to update this information on a yearly basis. Reliable information about companies is thus difficult to obtain. Financial auditing has only recently been introduced and only for companies above a certain turnover, but this is only being practiced to a very limited extent. The availability of reliable and accurate data on Angolan companies is essential to increase confidence in the business community and, to improve access to credit. 


Norway has relevant competence in this field, and Norwegian companies have provided assistance to establish business registries in other countries, including in Mozambique. There is scope for introducing Angola to the Norwegian experience, with the aim of exploring possibilities for the establishment of a registry in Angola. 

3.11 Opportunities arising from donor coordination

Norwegian and other bilateral aid to Angola is limited. At present Angola and the IMF are in dialogue about the conditions for eventual IMF involvement in the country. Angolan officials negotiating with the IMF announced in March that they intend to reach an agreement within three months. It is expected that an agreement with IMF will have decisive effect in opening up for increased bilateral financing to Angola. Such an agreement is also likely to pave the way for a joint donor's conference, and for greater donor coordination. This is likely to increase financing to Angola, including untied financing for sector specific programmes and thus increase the business opportunities.  

Co-financing 
As the Norwegian Strategic Framework for aid to Angola recommends to maintain the present budget level, it will be essential to study the possibilities that lie in combining financing provided by the various international financing institutions such as WB, AFDB, IFC, MIGA, NIB, NDF, Norsad, NORFUND, Swedfund, IFU etc. This however requires an increase in the number of staff at the Embassy.

UNIDO 
UNIDO has carried out a study on initiatives for industrial rehabilitation and reconstruction in Angola. The UNIDO study suggests involvement of bi- and multilateral funding agencies in their programme. Norway is considering co-financing with UNIDO, primarily on capacity building. The absorption capacity among relevant institutions seems to be very limited, and caution should be taken as not to over-fund institutions. 

3.12 Mitigating Risk; Required financial and institutional incentives

As result of changes in Norwegian development aid policies in the recent years, there has been a significant change in the type and volume of incentives available for the private sector. Some incentives have disappeared altogether. Traditional bilateral aid, soft loans and mixed credits have often permitted a first introduction to markets in developing countries for Norwegian companies, a position that has allowed development of investments and competitive business in many areas, and the establishment of considerable employment opportunities in the recipient countries. 

The role of Norwegian development aid in Angola differs substantially from Norwegian aid to other countries, as bilateral agreements are few. This implies that traditional means of channelling aid are very limited. In addition, the confidence in the local banking sector is still limited, with many Angolan companies hesitant to take up commercial loans. The creditworthiness of potential Angolan customers outside the petroleum sector is thus very low. 

Project  Financing  
It may be concluded that the remaining financial incentives for private sector development administered by NORAD are limited to marketing, pre-project appraisals and social, environmental and training issues. There is no project specific investment financing available. There is therefore a need to consider unconventional incentives that can contribute to revitalise the private sector. This could be a combination of loans, credits, guarantees and other incentives that can provide the necessary capital that is not available from conventional venture funds, and so mitigate the risk for potential investors.

Direct Finance
The team recommends that NORAD and the Norwegian Ministry of Foreign Affairs considers the possibility of making available direct financing mechanisms that permit Angolan companies or associations between Norwegian and Angolan companies to acquire equity through direct loans. NORFUND has the scope for playing an important role in this respect, but investors may not find that the conditions offered by NORFUND adequate in high risk sectors. 

 Political risk 
There are no mechanisms today that secure against political risk. This is a highly relevant issue, and possible mitigation mechanisms should be studied. 

Guarantees
Such a  mechanism should come in addition to equity, NORFUND or other loan financing. The financing could be in the form of a state guarantee and secure full financing. 

Tender guarantees
The establishment of a tender guarantee that covers part of the costs of participating in tenders will reduce the risk and most likely attract greater interest in the Angolan market. It is recommended that such a mechanism is made operational as soon as possible. 

 Collateral 
There is also a need to consider financing mechanisms that may be used as an alternative to mortgage, as the title registry in Angola is in disarray and banks will not accept fixed property as collateral.

 NORFUND
After two years of market research NORFUND is now in the process of finalising negotiations for the establishment of a venture fund with an Angolan bank, Banco Africano do Investimento, BAI. The fund will be launched under the name Fundo de Investimento Privado Angola. NORFUND will be represented in the fund board in Angola. The total fund capital is provided 1/3 by NORFUND and the remainder from Angolan investors, with options open for attracting further capital if successful. The fund will provide a combination of equity and loans, the composition and conditions of which will be tailored to suit each investment. NORFUND aims at having the fund operational during the first half of 2004. In addition to acting as one of several owners in a company, NORFUND can also provide capacity building in business management, which eventually may improve the general operations of the borrower. Such financing should be coordinated with financing mechanisms from NORAD. 

 
Nevertheless, some of the companies met expressed reluctance to admit a bank or other relatively unknown institution such as NORFUND as owners and board members, as this changes the ownership structure. This is clearly also the position among a great number of Norwegian companies, and NORFUND should thus consider alternative ways of exercising their influence. However, if conditions provided by the new fund are favourable enough compared to other sources of finance, it is evident that this financing mechanism will be attractive. 

 Business Centre 
A business centre servicing the Norwegian private sector should be established in Luanda, and be either fee based and/or based on membership, and locally registered. Partnerships with the Angolan Industrial Association, AIA and/or Chamber of Commerce and Industry of Angola, CCIA could be considered. The centre could also function as an incubator for Norwegian business initiatives in the country. Financing may be secured by a combination of contributions/fees from members/the private sector, from the Ministry of Foreign Affairs, and Innovasjon Norge. Ideally, such a centre should be linked to a lending facility specially designed to facilitate establishment of businesses in Angola. 

 
A permanent presence in Luanda could contribute substantially to reducing the entry costs to the Angolan market, and permit a more continuous networking and market screening.  

 Commercial  attaché 
In addition to finance, there is a need to strengthen the capacity at the embassy in private sector development and project financing in particular. This should also cover competence in preparing and negotiating combined financing packages with finance from bilateral and multilateral institutions, guarantees, and commercial financing. In addition the person in question should also be able to search for and disseminate information on tenders and business opportunities, and be able to guide companies through shortlisting and proposal procedures. Financing of such position(s) may be secured by joint financing form the Norwegian Ministry of Foreign Affairs, Innovasjon Norge and the private sector. This model has been tried with success at other Norwegian embassies.

4 conclusions and RECOMMENDATIONS

Based on the analysis of information gathered during this study the following is recommended for further follow-up: 

 
1) The team strongly recommends strengthening the capacity at the Embassy related to promotion of the private sector, preparing co-financing packages and screening of business opportunities.

 
2) The team recommends the establishment of a Norwegian business centre that may serve as an incubator for Norwegian companies and business ideas in Angola. The centre could possibly be co-financed between MFA, Innovasjon Norge and  users, and the centre should be closely linked to the Norwegian Embassy in Luanda. 


3) The petroleum sector in Angola will continue to be the largest and most attractive market for Norwegian companies for years. This market has high entry and production costs. The team recommends that incentives are provided that will strengthen INTSOK's presence through a permanent full time representative in order to facilitate the entry of small and medium size Norwegian companies to the sector.


4) In addition to offshore oil field development, it is expected that a major land based LNG plant will be constructed. Companies interested in positioning themselves should prepare marketing at an early stage. 

 
5) The fishery sector holds interesting potentials for fishmeal and fish oil production, as well as  capacity building and technology transfer for boat building. Pilot studies to explore the potential for Norwegian companies should be facilitated. The sector is  interesting for Norwegian financing mechanisms i.e. through NORFUND. 

 
6) The market for equipment to contain oils spills and spills from ships should be explored. The administration of the port of Lobito requested information about suppliers of such equipment. There may be a potential for exports and training either on a purely commercial basis or in combination with Norwegian financing incentives

 
7) It is recommended to follow up and further explore the possibility for  supply or  lease of ships, equipment and service delivery to marine research and coastal monitoring in Angola.  

 
8) The team recommends that the possibilities of providing finance for feasibility studies and rehabilitation of hydropower plants, transmission capacity, and the supply of min hydro plants are studied. It is recommended that such initiatives are concentrated along the Benguela – Huambo corridor.  

 
9) In order to foster transparency and improve the enabling business environment, the possibilities of establishing a business registry based on Norwegian competence should be explored further. This may also be expanded to cover property registry and mapping services. 
 

 
10) The institutional cooperation in the petroleum, fisheries, energy and water sectors may be expanded to also include Norway’s competence in petroleum & fisheries interaction, as well as oil spill contingency planning and clean-up technology. The possibility to also expand these agreements to include partners in the private sector should be explored. Training needs in the petroleum, electricity, water and fisheries sectors should be given higher priority and considered for further financing as part of this. Training facilities at Sumbe should be prioritised.

 
11) It is strongly recommended to continue and expand the practice with assistance from Norwegian institutions for preparation and evaluation of tenders in order to prevent corruption in tender procedures. 

 
12) The business opportunities for deliveries to the telecom sector in Benguela province should be explored. 


13) The team recommends that financing mechanism such as untied mixed credits and state guarantees, as well as the role of Norwegian financing and guarantee institutions is further explored in order to make some of the recommendations above possible to implement. It is further recommended that incentives in the form of guarantees, tender guarantees, and or loans that may reduce the risk of establishing or initiating business in Angola are provided.  
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	Angola Telecom
	Rui A. V.F. de Sá (Dibala) 

- Administrador
	rfsa@angolatelecom.com 
	Rua Guilherme Pererira Inglés, no 43, 6o andar
	

	ANIP
	Ari Carvalho,

 - Administrator


	carvalhoari@hotmail.com 
	Rua Cerqueira Lukoki No 25, Edificio do Ministerio da Industria, 9. andar, Luanda
	m.: 091 510963
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	Paulo Kwenha da Ceuz Gouveia, 

Gabinete de Informacao
	paulokwenha@hotmail.com 
	Rua Cerqueira Lukoki No 25, Edificio do Ministerio da Industria, 9. andar, Luanda
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	Associacão Industrial de Angola AIA
	José Severino, 

- Presidente
	sermar@netangola.com
	C.P. 349, Luanda, Angola
	p.:091 501544

m.:(0)92 418510

	Atelier de Arquitectura AARQ
	António Cortez de Lobão 

Arquitect
	Antonio.lobao@nect.pt 
	Rua Ralph Delgado 10,  Benguela
	+244 072 34165

m.:091 573001/ 092 510938

	Banco Espirito Santo de Angola BESA
	Anabela de Almeida

- Assistente de Direccão
	anabela.almeida@angola.bes.pt 
	Rua Guilherme Pereira Ingles, 43-2., Largo das Ingombotas, Luanda
	p.: 244 2 333 722

	Camera de Commercio e Industria de Angola, CCIA
	António Tiago Gomes 

– General Secretary
	tiagogomes@ebonet.net
	P.O. Box 92, Largo do Kinaxixi 14, 1o  andar, Luanda Angola
	+244 444526/629



	Det Norske Veritas
	Jean Pierre Marongiu,

- General Manager
	jean-pierre.marongiu@dnv.com
www.dnv.com 
	Rua de Benguela no17, Miramar, Luanda
	p.:+244 81838/7521 m.:092 328101

	Det Norske Veritas
	Leif Magne Nesheim

- Project Manager
	leif.nesheim@dnv.com 
	N-1322 Høvik, Norway
	p.:+47 67579900/08 m.:+47 913 76 351

	Development Workshop DW
	Allan Cain

 – Director
	allan.dwang@angonet.org
www.dw.angonet.org 
	C.P. 3360 Luanda, Rua Rei Katyavala, Luanda Angola
	p.:+244 2 448366/71/77

fax: 244 2 449494

	Empresa Nacional de Electricidade, ENE
	José de Jesus Marinho 

– Member of the Board
	endrn@ebonet.net 
	Prédio Geominas, 6-7 floors C.P. 772 Luanda, Angola
	+244 2 321529/4214

Fax:244 2 392764

	Empresa Nacional de Electricidade, ENE
	Eduardo Gomes Nelumba 

 - Presidente do Conselho Administativo
	ene-pdg@netangola.com 
	Prédio Geominas, 6-7 floors C.P. 772 Luanda, Angola
	p.:+244 2 321529/4214

Fax:244 2 392764

	Estaleiro Naval Deolinda Rodrigues
	Germano Trindade

 - Director
	
	Benguela, Angola
	p.:244 72 80313

fax. 244 72 80444

	FADEPA
	Falviano  Ferraz
	
	
	

	FMC Energy Systems
	Jaques Stevenin 

– Country Manager
	
	Sonil's Oilfield Service Centre Rua Kim Kienda, Boavista, Luanda, Angola
	p.:+244 2 310916/0890

Fax: +244 2 310880

	Fundo de Desenvolvimento Economico e Social, FDES
	T. Paixao Franco Jr. 

– Presidente do Conselho de Administracão 
	fdes1@netangola.net 
	Rua Rha Ginga no 83, Luanda, Angola
	fax: 244 2 370487

	Fundo do Desenvolvimento Economico e Social 
	T. Paixao Franco Jr. -Presidente do Conselho Administrativo
	
	
	

	Grupo Adérito Areias
	Adérito Areias, 
	aderitoareias@ebonet.net 

calombolo@ebonet.net 
	Rua Vasco da Gama 7, Benguela, Angola
	p.;+244 72 50036 m.:091 570361

	Instituto de Investigacao Marinha IIM
	Maira Filomena F. Mata

- Deputy Director 
	directoratecnica@netangola.com 
	
	

	INTSOK Luanda
	Emilio Moreso Grion
	em.grion@ebonet.net
	
	m.:244 91 502 426/ 092 400227

	KPMG Angola
	José Sequeira, - Partner
	jose.sequeira@kpmg.co.ao

	Edificio Presidente, Largo 4 de Fevreiro no 3, 10, CP 2021 Luanda
	p.:+244 2 310791

m.:244 (0)91 51 03 34

Fax: 244 2 310 549

	Kvaerner Oil & Gas
	Tor Smestad – Senior Vice President
	tor.smestad@akerkvaerner.com tor.smestad@snet.co.ao 

www.akerkvaerner.com 
	Rua Commandante Che Guevara 58, Luanda, Angola
	+244 2 392970

m:244 91509145

	Ministério da Energia e Águas

Direccão Nacional de Águas
	Abel Fonseca – Director Nacional
	abelfonseca@yahoo.com
dna-minea@netangola.com 
	Rua Rainha Ginga no 210, Luanda, Angola
	p.:244 2 333890/9988

Fax: 244 2 334037/397979

	Ministério da Indústria e Commercio
	Dr. Gama – Chefe de departamento de Cooperaco bilateral
	
	
	

	Ministério da Indústria e Commercio/ UNIDO project
	Homar Simao, - Coordenador Nacional, Projecto Rehabilitacao de Industria Alimentar, UNIDO
	
	Rua Cerqueira Lukoki No 25, 8o A
	p.:244 2 337294 

m.:244 (0)92 608 488



	Ministério de Geologia e Minas
	Eng. Paulo Mvika,

 - Director
	
	Rua Ho Chi Min CP 12 60 Luanda
	p.:244 02 322766 

m.:(0)92 538512

	Ministry of Energy and Water Affairs
	Rui Agusto Tito, - Vice Minister
	ruitito@hotmail.com 
	Av. 4 de Fevreiro 104, P.O. Box 2229, Luanda Angola
	p.:244 2 393342 Fax: +244 2 393687

	Ministry of Energy and Water, National Directorate of Water
	Olav Osvoll 

- Hydrological Adviser
	olav-osvoll@netangola.com 
	
	p.:+244 2 338001

fax: +244 2338001

m.: 244 91 222909

	National Directorate of Energy
	Fransico Talino – National Director
	
	
	

	Nordenfjeldske
	Kjell Fløttum
	kjflot@online.no
	
	p.: +47 73 84 63 33

	NORFUND
	Ole Magnus Bjerke,

- Investment Manager
	olemagnus.Bjerke@norfund.no
www.norfund.no
	PO. Box 1280 Vika, NO-0111 Oslo, Norway
	p.:+47 22 019393 m.:+47 95873330 fax:+47 2 2019394

	NORFUND
	Kjartan Stigen, 

Director Development Affairs
	kjartan.stigen@norfund.no 

www.norfund.no 
	PO. Box 1280 Vika, NO-0111 Oslo, Norway
	p.:+47 22 019393/88 Fax:+47 22019394

	Nova Cimangola
	Jon Steinar Bergum
	
	
	

	Porto Commercial do Lobito
	Dr. José Carlos Gomes

- Director Geral
	carlos.gomes@epolobito.com
www.epolobito.com 
	Av. Independencia no. 16 Lobito, Angola
	p.:+244 72 2717 fax:244 722 2719 m.:092 425727

	SMEDVIG
	Jean R. Garder – Vice President Marketing and Contract
	jean.garder@smedvig.no
	Norway office: Finnestadveien 28 P.O. Box 110, N-4001 Stavanger, Norway
	+ 47 51509675

m.:+47 91218964 

	SONAMET
	Nicolas Monnot

 – Director General
	Nicolas.monnot@sonamet.com 
	c/o Foraid, Rua Kima Kyenda 309, Boavista Angola 
	p.:244 2 310370/311233

fax: 244 2 310932

m.:244 91 573 953

	SOPESCA
	Duarte de Carvalho – Presidente do Conselho de Administracão
	sopesca@ebonet.net 
	Baia Farta, Benguela, Angola
	p.:+244 072 80133/319

m.:091 502433/ 092 514792

	STATOIL
	Holger Boge

 – General Manager
	hbog@statoil.com
www.statoil.com 
	Statoil Angola Rua de Benguela 17, Patrice Lumumba, Luanda, Angola
	p.:+244 2 448080

Fax.: 244 2 448103

	Tecnimil
	Fernando Jorge P. Bronze

- Engenheiro Mecanico
	tecnimil@ebonet.net 
	Av. De Mocambique, Edificios do Transportes, 3 floor, Lobito, Angola
	p.:244 72 22 595

Fax: +244 72 21311

m.:091 570173
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ANNEX 1:  KEY FACTS ABOUT ANGOLA
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1998

 

2001

 

2002

 

People 

 

Population, total 

 

12.4 million 

 

13.5 million 

 

13.9 million 

 

 

Population growth (annual %) 

 

2.9 

 

2.8 

 

2.8 

 

 

Life expectancy (years) 

 

.. 

 

46.6 

 

46.7 

 

 

Fertility rate (births per woman) 

 

.. 

 

6.6 

 

6.5 

 

 

Infant mortality rate (per 1,000 live births) 

 

.. 

 

154.0 

 

.. 

 

 

Under 5 mortality rate (per 1,000 children) 

 

.. 

 

260.0 

 

.. 

 

 

Births attended by skil

led health staff (% of total) 

 

.. 

 

.. 

 

.. 

 

 

Child malnutrition, weight for age (% of under 5) 

 

.. 

 

.. 

 

.. 

 

 

Child immunization, measles (% of under 12 mos) 

 

65.0 

 

72.0 

 

.. 

 

 

Prevalence of HIV (female, % ages 15

-

24) 

 

.. 

 

5.7 

 

.. 

 

 

Primary completion rate, total (% age group) 

 

.. 

 

.. 

 

.. 

 

 

Net primary enrollment (% r

elevant age group) 

 

56.1 

 

.. 

 

.. 

 

 

Environment 

 

Surface area (sq. km) 

 

1.2 million 

 

1.2 million 

 

1.2 million 

 

 

Forests (1,000 sq. km) 

 

.. 

 

.. 

 

.. 

 

 

Deforestation (avearge annual % 1990

-

2000) 

 

.. 

 

.. 

 

.. 

 

 

Freshwater resources per capita (cubic meters) 

 

.. 

 

.. 

 

.. 

 

 

CO2 emissions (metric tons per capita) 

 

0.5 

 

.. 

 

.. 

 

 

Access to improved water source (% of total pop.) 

 

.. 

 

.. 

 

.. 

 

 

Ac

cess to improved sanitation (% of urban pop.) 

 

.. 

 

.. 

 

.. 

 

 

Energy use per capita (kg of oil equivalent) 

 

578.8 

 

.. 

 

.. 

 

 

Electricity use per capita (kWh) 

 

85.2 

 

.. 

 

.. 

 

 

Economy 

 

GNI, Atlas method (current US$) 

 

6.2 billion 

 

6.7 b

illion 

 

9.2 billion 

 

 

GNI per capita, Atlas method (current US$) 

 

500.0 

 

500.0 

 

660.0 

 

 

GDP (current $) 

 

6.4 billion 

 

9.5 billion 

 

11.4 billion 

 

 

GDP growth (annual %) 

 

6.8 

 

3.2 

 

17.1 

 

 

GDP implicit price deflator (annual % growth) 

 

35.3 

 

127.7 

 

102.6 

 

 

Value added in agriculture (% of GDP) 

 

13.0 

 

8.0 

 

.. 

 

 

Value added in industry (% of GDP) 

 

55.7 

 

66.8 

 

.. 

 

 

Value added in servi

ces (% of GDP) 

 

31.3 

 

25.3 

 

.. 

 

 

Exports of goods and services (% of GDP) 

 

56.1 

 

74.5 

 

.. 

 

 

Imports of goods and services (% of GDP) 

 

73.1 

 

62.2 

 

.. 

 

 

Gross capital formation (% of GDP) 

 

35.5 

 

34.0 

 

29.0 

 

 

Technology and infrastructure 

 

Fixed lines and mobile telephones (per 1,000 people) 

 

6.1 

 

12.3 

 

.. 

 

 

Telep

hone average cost of local call (US$ per three 

minutes) 

 

0.1 

 

.. 

 

.. 

 

 

Personal computers (per 1,000 people) 

 

0.8 

 

1.3 

 

.. 

 

 

Internet users 

 

2,500.0 

 

60,000.0 

 

.. 

 

 

Paved roads (% of total) 

 

25.0 

 

.. 

 

.. 

 

 

Aircraft departures 

 

7,400.0 

 

4,400.0 

 

.. 

 

 

Trade and finance 

 

Trade in goods as a share of GDP (%) 

 

87.2 

 

1

06.1 

 

.. 

 

 

Trade in goods as a share of goods GDP (%) 

 

126.9 

 

141.9 

 

.. 

 

 

Net barter terms of trade (1995=100) 

 

64.8 

 

.. 

 

.. 

 

 

Foreign direct investment, net inflows in reporting country 

(current US$) 

 

1.1 billion 

 

1.1 billion 

 

..

 

 

 

Present value of debt (current US$) 

 

.. 

 

9.3 billion 

 

.. 

 

 

Total debt

 service (% of exports of goods and services) 

 

42.3 

 

27.6 

 

.. 

 

 

Short

-

term debt outstanding (current US$) 

 

1.7 billion 

 

2.2 billion 

 

.. 

 

 

Aid per capita (current US$) 

 

27.0 

 

19.9 

 

.. 

 

 



ANNEX 2: chronology of key events 

1300s 
- Kongo kingdom consolidates in the north. 

1483 
- Portuguese arrive. 

1575
 - Portuguese found Luanda. 

17th and 18th centuries - Angola becomes a major Portuguese trading arena for slaves. 

1836 
- Slave trade officially abolished by the Portuguese government. 

1885-1930 - Portugal consolidates colonial control over Angola, local resistance persists. 

1950s-1961 - Nationalist movement develops, guerrilla war begins. 

1961 - Forced labour abolished after revolts on coffee plantations leave 50,000 dead. The fight for independence is bolstered. 

1974 - Revolution in Portugal, colonial empire collapses. 

1975 - Angola gains independence but power struggle ensues between MPLA, backed by Cuba, and the FNLA plus Unita, backed by South Africa and the USA. 

1976 - MPLA gains upper hand. 

1979 - MPLA leader Agostinho Neto dies. Jose Eduardo dos Santos takes over as president. 

1987 - South African forces enter Angola to support Unita. 

1988 - South Africa, Angola, Cuba sign agreement on withdrawal of Cuba's 50,000 troops from Angola by mid-1991. South African army withdraws. 

1989 - Dos Santos, Unita leader Jonas Savimbi agree cease-fire, which collapses soon   afterwards and guerrilla activity resumes. 

1991 April - MPLA drops Marxism-Leninism in favour of social democracy. 

1991 May - Dos Santos, Savimbi sign peace deal in Lisbon which results in a new multiparty constitution. 

1992 September - Presidential and parliamentary polls certified by UN monitors as generally free and fair. Dos Santo gains more votes than Savimbi, who rejects results and resumes guerrilla war. 

1993 - UN imposes sanctions against Unita. The US acknowledges the MPLA. 

1994 - Government, Unita sign Lusaka Protocol peace accord. 

1995 - Dos Santos, Savimbi meet, confirm commitment to peace. First of 7,000 UN peacekeepers arrive. 

1996 - Dos Santos, Savimbi agree to form unity government join forces into national army. 

1997 April - Unified government inaugurated, with Savimbi declining post in unity government and failing to attend inauguration ceremony. 

1998 - Full-scale fighting resumes. Angola intervenes in civil war in Democratic Republic of Congo on the side of President Laurent-Desire Kabila. 

1999 - UN ends its peacekeeping mission. 

2002 February - Savimbi killed by government troops. 

2002 April - Government, Unita sign ceasefire agreement. 

2002 August - Unita officially scraps its armed wing. "The war has ended," proclaims Angola's defence minister. 

2003 January - President Dos Santos appoints Fernando da Piedade Dias dos Santos, known as Nando, as prime minister. The post had been vacant for more than three years. 

2003 February - UN mission overseeing the peace process winds up its operation. 

Source: BBC World

ANnex 3: Terms of reference

STUDY ON PRIVATE SECTOR DEVELOPMENT (PSD) AND PROSPECTS FOR NORWEGIAN TRADE AND INVESTMENT INTERESTS IN ANGOLA

Background

The Norwegian Government has presented an overall strategy for Norway’s support for private sector development in developing countries. The main objective of the strategy is to promote economic growth and sustainable production in developing countries, which is essential for reducing by half severe poverty by 2015 as stated in the Millennium Development Goals (MDGs). Angola has adopted these Goals. In addition a strategic framework for co-operation with Angola has been developed. The framework includes goals for stable and predictable conditions for economic development, institutional development and private sector development and will give the framework for the present study. 

As part of the renewed emphasis on private sector development in its countries of co-operation, NORAD will, together with representatives for the Norwegian private sector trade and industry, undertake a study on Private Sector Development ("PSD") in Angola. The study will focus on the enabling environment for PSD including investment climate and private sector development policies as well as physical and social infrastructure, and will take into consideration present areas of co-operation and the efforts of other donors. It will include an assessment of areas of co-operation where Norwegian private sector organisations or enterprises can enhance the development effects in terms of poverty reduction. Due consideration must be given to Angolas national policies and national strategies, including the Interim Poverty Reduction Strategy Papers ("I-PRSP") and updated views from relevant and recent reports on the topic, i.e. "Diagnostic Study on Private Sector Development in Angola" by Klaus Endresen (2002)

The study will assess investment or commercial opportunities for Norwegian enterprises, not necessary restricted to Norwegian Governmental development co-operation, but consideration will, however, be specially given to areas where Norway has relevant competence like the fisheries, petroleum, maritime and energy sectors as well as environment. A more detailed Scope of Work will follow. 

There is a need to explore the possibilities and constraints for broad based economic growth in primary, secondary and tertiary sectors on a general basis and within the guidelines given in the Strategy for Norwegian Support of Private Sector Development in Developing Countries and the framework for co-operation with Angola.  To be included here is to identify the important restrictions in business and public framework and infrastructure, hindering sound implementation of economic growth.

The study will be carried out by a team of 4-6 senior persons under team leadership of a representative from NORAD's Regional Department SAFR.  Members of the group will be appointed and selected from Norwegian trade and industry as represented by the Confederation of Norwegian Business and Industry (NHO), the Norwegian Embassy in Luanda and NORAD's Technical Department. Additionally NORAD will appoint a consultant to act as a secretary for the team.

Purpose

The team will assess how Norwegian enterprises and institutions, through investments and other commercial activities, could contribute to PSD in Angola. The study will focus on concrete areas and opportunities for business- to – business co-operation, and seek to identify specific business projects. Bearing in mind the existing obstacles to PSD identified in the report, the team may suggest areas for improvement in the present legal, institutional and political framework conditions, as well as broad termed "business infrastructure",  as appropriate.   

The team shall present an analysis covering:

3. General: A general assessment of the enabling environment, the investment climate and PSD policies, including bottlenecks and opportunities for PSD

4. Norwegian trade: Asses the possibilities for enhanced Norwegian trade relations with Angola and identify sectors or products with the greatest potential for access to the Norwegian market. This topic should be related to the argument of Angolas potential for substituting their import with own manufacturing. 

5. Investments:  Identify possibilities for Norwegian commerce and industry to invest and establish a sustainable involvement in Angola, and propose areas/sectors where Norwegian companies may have a comparative advantage.  Describe the bottlenecks for enhanced involvement and propose measures to be taken in order to improve the situation. Assess the possibilities and the comparative advantage of Norwegian companies’ investments in the development assistance budget and on commercial terms in the prioritised sectors. The team shall also assess the use of direct incentives for investments. And suggest what role NORFUND could play. 

4. Success stories and failures: The team will look at what can be learned from past business experiences in Angola.   

An assessment of how Norway’s decision to implement the principle of untied development assistance to both LDC and MDC countries affects the sustainability of such projects. 

5.
Untied development co-operation. This will include an assessment of prequalification in bidding procedures, strengths/weaknesses/fairness in bidding processes, - including elements like local skills development, Angolan demand for local content, transfer of technology and know-how to local partner, occupational health and safety (including HIV/Aids situation, environmental considerations, corporate social responsibility (CSR), etc. 

6. Technical Assistance and capacity building: The strategy for private sector development will imply using the Norwegian resource base, including Norwegian private sector organisations, commercial and non-commercial entities. The team will identify areas/projects where Norwegian private sector representatives may have a comparative advantage as technical advisers in institution and capacity building, in improvement of legal, institutional and political framework and other public/private business infrastructure and conditions important for private sector development. 

7. General co-operation consideration: The team shall give recommendations on potential co-operation with other donor organisations and make sure that possible gender differences and HIV/Aids aspects are assessed and brought forward in the recommendations.

Methodology/implementation

The team secretary shall make a draft of minimum the part of the report covering the anticipated description og the situation in Angola, based on the deskstudy of relevant available recent reports.  This draft should be critically updated throughout the fieldtrip, but will serve as a shortversion information base for the team members.

The team shall familiarise itself with the Norwegian Strategy for Private Sector Development and reports and a study carried out in 2002 as well as other relevant policies and strategies in Norway and in Angola that is of relevance for PSD. Herein are included the works and reports of relevant other bi- or multilateral donors or agencies. The team shall through interviews and written material, collect data and information from relevant sources in Norway and locally in Angola. 

The members of the team travelling from Norway will meet in NORAD in Oslo for briefing and debriefing.

The Norwegian Embassy in Luanda will be responsible for making appointments for interviews and meetings in accordance with requests from the team and make local transportation available. The team will be given a briefing in the Embassy on arrival and will give a debriefing in the Embassy before departure 

Time Schedule and Reporting

In total, the assignments will comprise approximately 15-20 working days (for team members, 22-28 days for the team secretary and team leader). This is including approximately 2-3 days briefing and preparation (5-7 days for the team secretary), 10-12 days fieldwork and 5-6 days report writing and debriefing (5-7 days for the team secretary and team leader). Fieldtrip is tentatively planned for November 13-25, 2003.

NORAD will receive a draft report not exceeding 40 pages (excluding attachments) for comments not later than December 13, 2003. 

The final report shall be submitted not later than 5 days after comments from NORAD have been received.

 The report shall be prepared in English and will include an executive summary, not exceeding 5 pages, comprising an overview of the assignment as well as major findings, conclusions and recommendations. A list of informants with e-mail addresses and telephone numbers shall be included in the report. 

Oslo, October 13, 2003

Jon Lomøy

Director/Head of Department

NORAD

Population density in Angola, source FAO
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