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1 - INTRODUCTION

The international experience accumulated by United
Nation Industrial Developeent Organization points out that
1he industrial sector can have an important role in the
economic and social growth of the develeping countries.
Thus, UNIDO decided to re-issue the programme for the II
Induetrial Development Decade for Africa (1IDDA). in
cooperation with the Economic Ccommission for Africa (ECA)
and the Organization for African Unity (0AU), aimming at the
self-sustained expansion of the African continent.

Based on the "Framework and Guidelines"” e2laborated
for the 1II IDDA, and on the miscion by consultant Carlos de
Faro Passcs , during a period of three weeks (28/01 to
18/702/791) , a writen report was elaborated containing a plan
of action for the Industrial Rehabilitation and Development
of Angola during the 1990‘'s (1990 to 2000). This work was
developed in close cooperation with the Angolan governsent
and particularly with the Ministry of Industry and the
Industrial Development Institute (I101); this last
organization which was created in September 1990, may have
an important role in both the strategic management of

industrial development and implementation of the vproposed

11 10DA programme for Angola.




‘The working methodology followed during the
mission tried to gather and harmonize the weaost recent
studies and politics about the sector. to optimize the use
of available resources and define common guidelines toc be
followed by the local government. and eventually by donnors
countries and other international organizations concerned
about the economic and industrial developmsent of the nation.
In this way, we used several UNIDO documents and researches.
in particular the analusis, conclusions and recommendations
of the report *“Industrial Structure and Dévelopnent of
Angolaf (1) which was approved both by UNIDO and the Angolan
government. The studies and researches done by IDI and the
support received from director €ngeneer Bernarda ANAPAZ and
her staff were of great value for the execution of this
. work.

To conclude, we aust observe that this proposal
for the II IDDA was elaborated based on the obtained
development level, on the availability of naturxl resources,
on economic priorities and on Angola’s social econoamic
ambitions, as recomended by UNIDO. Therefore. the proposed
investments include not only the industrial sector but alco
several important support programmes (development of human

PASS0OS. Carlos de Faro - "Industrial Structure andg

Development of Angola”., UNIDO, §evte-ber 1990.
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resources, substructure rehabilitailion and expansion, small
and sedium enterprise promotion, and others) for the growth

of industrial production in the country.
2 - ANALISYS OF THE INDUSTRIAL SECTOR

To have a precise idea of the potentialities and
limitations of the Angolan _nanufacturing sector we have to
place it in the political-economic context in which the
country has lived for the last 30 years; we aiso need to
evaluate the obstacles created by a deteriorated
infrastructure and by lack of human, phisical or financial
resources as a result of a long period of internal military
conflicts.

As we know., the fight for national independence
begun in the early 1960’s, culminating with the retreat of
the colonial Portuguese troops in 19/5. However, internal
hostilities have continued until the present moment damaging
the .infrastructure, reducing local production and wasting
substantial financial resources which could have been used
for cconomic and social development of Angola.

Therefore. the present government has tried to end
internal hostilities by means of a direct negociation with
oposition (UNITA - Uni%o Nacional Para a Independencia
Yotal de Angola) aiming at the pacification of the country
and the implementation of & new wmulti-party political

structure. The aovernment hes also tried to introduce




relevant- economic reforss to create =»

amplify the entrance of external i
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sources. The rehabilitation, expansion

msanufacturing sector will depend mainly

from the mentioned reforas.
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Therefore at the end of the colonial period,
Angola was an cxporter of agricultural raw materials
(coffee, sizal, corn. sugar. tabacco, cotton etc.) and
aineral products (petroleus, diamonds, iron ore etc.) as
follows:
TABLE I : MAIN EXPORTED PRODUCTS (Z)
1950 1960 1970 1975
Coffee 34.0 35,0 32,0 26,0
Diamonds 9,0 14.0 19,0 10.0
Petroleum ———— ———- 11,0 30,0
Sisal 9.0 11.0 2.0 2.0
Others 48,0 40,0 36,0 32,0
Sources: Bank of Angola, World Bank
At that time the country was nearly self-

sufficient on basic food. being able to e:xport exceeding

corn and to explore the rich fishing coast of the south of

Angola.




Since independence in 1975, after a frustrated
effort to establish a coalition government bringing together
Portuguese ministers and representatives oé the three
liberation sovements (NPLA, FNLA and UNITA), the
governamental control was taken over by the Movimento
Popu]ar de Libertacio de Angola - Partido dos Trabalhadores
(MPLA-PT) located in Luanda. Since then. the new Popular
Republic of Angela has become & socialist country with all
its public departments directly subordinated to the MPLA -
PT.

The military conflict. which begun in the 1960°s
and continues until today, has damaged domestic
infrastructure, production activities and life quality of
the population. In addition, the flight of specialized
Portuguese workers, caused great desorder to economic life,
because only a reduced number of Angolans were capable to
sanage domestic entreprises «t the time of independence. To
overcome these obstacles and recuperate prodution levels
obtained at the beginning of the 1970’s, the federal
government invested great amounts of resources on the
educational sector, although the results obtained are still
modest regarding the country’s needs.

fs a consequence, ®any economic sectors reach
lower production levels tompared to those before
independence. However, the wminning sector is a rare

exception. because there was a real growth in crude oil
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production and dimond expioration which will probalbly

attain 1973 levels in a near future.

TABLE 2 : MAIN MINNING PRODUCTION

C m e e e mEE E— e, — - e e e e e e s S - - - - e -

Crude Cil (1000 b/c) 144 232 282 359

D*monds (1000Carats)2000 714 266 871 1045 1316

Sources: Planning Rinistry. “The Economist Inteligence Unit”

(EIU), World Bank and UNIDO.

Therefore. macroeconomic indicators show that
Angolan economy depends significantly on minning activities.,

amounting to S67Z of the GNP in 1989.




Primary:

Secondary:

- flinning

- Industry

- Construction

Tertiary:

(Transport, Services and Public
Administration)

TOTAL

{I) unavailable data

Evports also depend
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Sources: Planning Ministry, World Bank
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TABLE 3 : ORIGIN OF THE GROSS NATIONAL PRODUCT

(GNP)
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—__-_-_-—__-_--_--_..--------—--—--—-—-----—_----_--—---_—-—_

the wminning

sector. reaching more than 987 of total exports in 1989.
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TABLE 4: MACROECONORIC INDICATORS

.--——----_---—__-—---——--------——-——--_--..—.—__-_--——-—_..---.

1985 1987 1989
EXPORTS (US$ RILLIONS) 2.302.0 2.322.0 3.013.0
- Petrolium and derivatives - - 2.740.0
- Diamonds - - - 230,90
- Coffee - - 12,0
- Others - - 31.0
T0TAL EXTERNAL DEBT
(US$ Millions) ’ - - 6.950,90
INTERNATIONAL RESERVES
(US$ Millions) 170 154 1913
EXCHANGE RATE
(Kz per USS$) 29.92 29.92 29.92

..—-_---_-.—-u—-—---—-_—--——--—_--—--_-—-_----——_--—-———.-- .-

Sources: Planning flinistry, EIU

To solve existing economic problems that occured
during the 1970’s and 1980’s, in 1987 the Angolan government
adopted a programme to liberalize and restructure the
economy which was denominated Saneamento Economico -~
Financeiro (SEF). Soon after, an Economic Restructuring Plan
(Plano de Reestruturacio Economica - PRE) was elaborated for

1969 - 1990 directed to implement the desired reforms.




fixing rules for: macroeconowic adjustment. retaking of past
product;o; levels, both the exchange rate and foreign
payments policies., budgetary and financial policies, wage
policy, etc..

The results obtained by the (PRE) until the third
quarter of 1990 were still modest in relation to the
production levels of the beginning of the 1970‘s. In the
wanufacturing sector. for example, studies from the World
Bank, show that production 1levels in 1989 amounted to lesc
than 407 of those in 1980, when the process for recuperation
of the industrial production started ( in 1985 it amounted
only S47 of the level obtxined in 1973),

As a consequence, the Angolan government approved
in september 1990 a2 number of new procedures to promole
structural adjustment of domestic economy and to reduce the
macroeconomic obstacles for the country’s growth. Amongst
the main proredures we tan mention:

# Ibe_creation_of _pew_currency: the wmain objective
for the change of the old currency for the New Kwanga was to
reduce the liquidity of the economy, and a< a consequence
reduce black wmarket demand (Candoﬁga) where prices were 15
to 30 times higher ¢than official frozen prices. Therefore,
currency changement caused a monetary confisc which varied
between 87.57 and 957, respectively on bank deposits and
circulating currency: blocked recourses will be invested in

bank certificates of deposits and bonds of the public debt.
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whose financial conditions (maturities, interest rates. etc)
had still not beca defined during the smonth of January 1991.

Soon after currency substitution there was a
Qignificant price reduction in the black market mainly due
to a drastic reduction of the demand fros the Angolan
population. Afterwards, however, the prices returned to
their noraal tradidional growth because there is a
considerable lack of consuser goods due to the reduction of
domestic . agricultural and industrial production, and also
due to the wuse of significant financial Eesourses for
military purposes, in substitution to the purchase of
popular consumer goods and inputs for agricultural and
industrial production.

»_Tayes._on_lelecomunications ._(100%) .and Natioocl
and-Intecnatlnnal--eic-Eacea--LﬁQQ'/.). - With this measure the
gnvernment intended to reduce international traveling (4007
tax on tickets) by encreasing significantly air ticket
prices to save foreign exchange and reduce operational loss
of transport enterprises; during the first' four months of
1990, for example, considerable amounts were spent on
trav2ling: US$ 40 million, representing more than half of
the expenses with goods imported during the same period.

The pocitive results of this policy may already be
observed by the significant reduction of international
trips; in 1990 when air tickets were subsidized by the

government. it was possible to travel to Europe with the

11
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proceeds from the sale of 2 tin beer crates in the black
sarket.

%_Euchange__Rate_Qevaluatico - Durins' the second
half of 1990 the dollar value in the black wsarket
(*Candonga®) was 70 to 80 times higher than the official
rate (1 US$ = 29,62 Kwanzas; and 2000/2500 Kwanzas in the
black market). Thus, the government decided to devaluate the
currency aproximately from 30 to 60 Kwanzas vper dollar.
Despite the permission received fros the People’s Assembly.
the Government had still not implemented the real
devaluation in february 1991; seanwhile. imported goods were
already sold in the duty free <chops ("lojas francas")with
prices in dollars or convertible Kwanzas to approximately
the double of their values in the international warkets.
This occured basically because of the expected exchange rate
devaluation and elimination of fiscal exemptions sentioned
as follows:

% Elieinaticn__of Eiscal__and_Cusious _Eseaeticns -
Commercial enterprises which cell imported goods in foreign
currency will not have any more the benefit of fiscal and
customs exemptions.

* locrease..in_Euel_Brices - Aimming to reduce the
existing subsidies and to cover the industrial
transformation costs, the government has raised the taes
and charges existing on petroleun by-products. Therefore.

"

gasoline is now sold to the public at the price of 62

Kwanzas/liter. equivalent to more than US$2.0 in the




official.exchange rate and approximately US$0.08 in the
black market rate (February 1991).

x_Flexibility__of Frozen__Prices - The Counsil of
Ministers decided to give economic agents independence to
fix prices, according to the local market demand, aimming to
;ontribute positively for the reorganization and

revigoration of econosy. Therefore, the State could only fix

the prices of a limited nusber of essential goods, such as:

13

cement, fiber cement lining, nourishing flours, bread, fish,

urban transport, post office services, etc.

% Prafit . Distribytion -~ Aimeing to increase work
productivitu, the acvernment decided to distribute 307 of
the operational net profit to the workers of state owned
enterprises.

The wmeasures aproved by the agaovernment in
september 1990, will certainly contribute in a favorable wau
to dynamise national economy, making it more efficient, less
dependent on governamental subsidies, and nearer to market
economy aspired by Angolan authorities. Meanwhile, real
results are still difficult to be evaluated; previous
experience with governamental regulations and projects were
not totally satisfactory obligating the government to apply
successive plans such as the SEF and after the PRE. to try

to eliminate the obstacles to the country’s economic

development.




}n the case of the industrial sector, there are
still several wmacroeconomic obstacles for the development
and rehabilitation of this sector. such as;

. _Shortase .of__foreisn_ Exchange: Many of the

visited companies sentioned that the lack of foreign

-resources ( commonly denominated “plafonds”), to import raw

saterials, svare parts and equipments, is a great obstacle
for the development of the sector. It is possible that still
in 1991 there will be a lack of governmental resources for
the industrial sector as the actual budget for the Ministru
of Industry and Commerce (which was recently divided in two)
is of only US$ 59.3 millior (of which USs 13.8 million for
*plafonds”) and the industry has an annual need of US$ 400
million, according to declarations of industrial authorities

to the local press in February 19¢1.

In other cases there is an unbalanced
distribution of resources which are driven to the
acquisition of imported consumer goods which could be

produced locally: this was the case of the brewery sector
that could not import production inputs, while there was
available resource for the diversified import of beer.

. Over-Yalued_ _Excbanse.  _Bale: &s we have seen
bcfore the dollar rate in the black market was 70 to &0
times higher than the official rate (USS 1 = 29.62 Kwanzaz):
and 2000/2500 Kwanzas in the black marketr; after last

September ecconomic wmeasures the black market exchange rete

14




had a significant drop, but in the beginning of 1991 it
already amounted to 30 times more than the official rate.

. Dfficia)_Price_Conirpl}: Several agricultural and
industrial entrepreneurs demonstrated lack of interest in
increasing their production and szlling their products at
very low prices (the companies visited pointed out that
their products are usually sold in the “candonga™ at prices
15 to 30 times higher tha~ the official ones); meanwhile.
several entrepreneurs are waiting for the recent changesents
to viabilize true price freedom. which will permit the
production expantion and sell out of goods and services in
an outstanding way.

. Dewcnetization__of_Ecooouuy: the wages are pauyed
through a combination of the local currency plus an official
wgupply card", together with the goods produced by the
emplouer enterprise, which are then sold by the employees in
the black market. Besides reducing professional dedication
and making the trading of goods difficult, these factors can
eventually inhibit production and productivity increase,
beuuse a major supply tends to a reduction of prices in the
black market and consequently a diminution of the employces
income.

. Lieited____Baoking___Suskea: the present
configuration of the system almost dependent on & sole
institution (National Bank of Angola: BNA)

does not motivate any financial investment (generally with




no inte(egt revenue) and very seldom provides credits for
investments and working capital for enterprises.

. Excessive._Participation_of__the__Siate__ipo__ibe
Ecoposu: political and historical reasons the State became

the owner of many economical units, even of some sicro

‘entreprises with no social or strategic importance in the

countru; the present privatization process underway would

certainly bring wmore efficiency in terms of the resources

distribution and the decentralization of decisions,leaving

the State free to operate in important areas for the growth
of the country.

. Excess--o£--teutcali:atinn__iu-_EntceeceneucLal
Decisioas: the “"plafond”, associated to other government
requirements (over supply of statistic data, obedience to
the governamental trading policy. inexistent freedom to hire
and dismiss employees etc.), reduces dynamism of private and
public enterprises that tend to be accomodated and to blanme
the federal governnent responsible for their
inefficiencies. During our visits we verified different
executive attitudes from entrepreneurs: some of them showed
great professional dynamics, uhilé others prefered to
regret the lack of support and the exccess of centralization
in the decision making process concentrated in the hands of
the of the State.

Besides the wmentioned wacroeconomic obstacles.

there are several sectorial impediments for the industrial

16




growth which will be analysed in the fcllowing chapter 2,3

-

(Structure and Performance of the Indusirial Sector)

2.2 - INFRASTRUCTURE AND RESOURCES AVAILABLE

History has demonstrated that eany colonizing
countries had invested first in infrastructures to
facilitate territorial penetration and expand economic
exploration of sines and other natural resources and also to
enlarge agricultural production and cattle raising.
Therefore. Angola fits perfectly in this colonizing model
because it received wmany external investments for the
construction of railroads, roads., ports, navigation
ctompanies and others.

Thus, in 1975 the country owned an enviable
trarsportation system for African developing countries:
trains, highways, air and sea transportation, wmaking
economic penetration and adequate passenger and merchandise
circulation poscible.

Mineral exploration and agricultural production
were also improved with plentu of resources making these
sectors responsible for a significant participation i~ the
GNP (almost 447 of the total in 1970) and in Angolan exports
(687 of the total in 1973) according to tablez 1 and 3.

However. 30 wuears of war activities (1961-1991)

damaged the accompliched investments hampering the domestic

17




production and desanding new financial resources for the
infrastructure recuperation of the productive sectors
(agricultural, minning and industrial). The IT 1IDDA
prograsme proposes new investments for the rehabilitation of
the transportation, communication and other infrastructures
which are very important for recovering and developing the
industrial sector (Chapter 3).

4

A - TRANSPORTS AND COMRUNICATIONS

The Angolan transportation system continues with
the same basic infrastructure existing before independence.
composed by roads (72.300 ka in 1991), 4 railroads (2.500 Kn
extension. specially the Caminho de Ferro de Benguela, CFB.
with 1342Km, that reached Zaire and the copper producing
region in Zambia) and 3 principal international vports
(Namibe, Luanda and Lobito) for freighters. 9 secundary
ports and 31 airports one of which international.

After independency, the war ended up by destrouying
a significant part of the existing transport infrastructure.
Consequently, the domestic industry can not count on regular
delivery of required inputs and therefore is obbliged to
discontinue its &anual production for the domestic market;
this situstion is even worse inland. as in the case of the
province of Huambo.

Mass transportation is also insufficient. In urban

industrial zcones we Can usually find many workers walking to

18




g5 to work. This fact. in addition of being undesirable fros
the social viewpoint, stimulates the decline of sroductivity
since labor gets to production unities tired after having

valked several miles dayly.

Some companies with financial surpluses, and
;overna-enta] agencies try to solve the problem by means of
the acquisition of vehicles (buses. trucks etc.) for
bringing their employees to work. dowever this is not the
best solution since the vehicles remain most of the day
parked at the plants or «t the state agencies’ yards. while
a large part of the population continues without public
transportation in the cities ( one of the interviewed public
entrepreneurs intended to obtain the permission from the
government to transport other passengers during the day.
viewing to reduce mantainance cost and to optimize the
frozen capital used for the acquisition of the fleet).

To summarize, the integration between productive
sectors s very deficient particularly between the
industrial enterprises and the transport sector be it for

freight or passengers. As a consequence, the latter has had

an income decrease dur.ng the 1980’'s.

19
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TABLE 5 = TRANSPORTS AND COMMUNICATIONS

Indexes (1)

.—-_-_--——-——-----_----—_-—-_---—-_—-—---—---——---—_—_--_-. -

SECTOR 1974 1985 1927
TRANSPORTS

- Roads 100 33 S50

- Railway 100 12 12

- Naval 100 176 251

- Air 100 489 349

- Ports 100 15 13
COMMUNICATIONS 100 200 200
T0TAL 100 49 50

Sources: fMinistry of Transports and Communications, The
World Bank.

(1) Indexes based on the nominal value of incomes.

Communications: The communication sudstem needs
urgent improvements to optimize efficiency of the
sanufacturing sector and of the entire Angolan society. The
Post Dffice services are slow and inadequates during our
visit inland several members of local governments mentioned
that mail sent from Luanda took more than 30 days to arrive

to the provinces (350 to 400 Km fro; the capital).




In Telecomunications. the number of installed

telephone sets amount nearly 50.000, or more than the twice
the number of units existing in 1974 (24.501). In spite of
this, the service is still defficient, hampering
cosmunications even in the aore developed regions of the
country; until 1990 the service operated with deficit mainly
due to subsidized tariffs which did not cover the
operztional costs. A recent The World Bank study shows that
the sector needs major reforass in the following areac;
tariffs., salaries, maintenance. technical training and
efficient control of adminisirative and technical personnel.

Economic measures introduced in september 1990 mway
reduce, or elininaté, the operacional deficit of the sector
because there has been a 100Z tariff increase. The reformss
proposed, however,are still needed to enlarge and improve

the quality of the cervices.

B - AGRICULTURAL RESOURCES

Angola has an area of 1247 thousand ka2 (2.3 times
larger than France), allowing a great variety of iropical
plantations. In 1989. agriculture contributed with only 7.87%
of the GDP, contrasting with the 1960°s when the country was
self-sufficient in the production of the main nouriching

crops, cattles, and dairy products:




TABLE 6 - AGRICULTURAL AND CATTLE PRODUCTIONS (th. ton)

PRODUCT 1971 - 1973 1986 - 1988,
Cotton 86.015 (71) 2.224 (88)
Sugar Cane 20.000 (74) 14.000 (87)
Peanuts 26.936 (721) 1.4688 (84)
Rice 57.604 (71) 124 (88)
Bananas 75.000 (73 24.000 (86)
) Potatos 138.757 (71) 5.818 %2)
Sweet Potatos 250.000 (73) 1900.000 (27)
Coffee 240.000 (74) 3.278 A (88)
Beans 65.500 (71) 684 (%8)
Sunflowers 21.008 (72) 120 (86)
Wood 533.664 (73) 64.000 (86)
fManioc 1.134.262 (71) 7.552 (g8)
Sorghum 74.000 (71) 4.642 8e,
Corn 710.000 (71) 35.075 (28)
Palm Oil 20.000 (73) 748 (&e)
Sizal 47.920 (71) 238 (26)
Tobacco 4,800 (73 31 (88)
Flour 22.500 (71) 210 (86)
Cattle Meat 24,500 (73) 3.536 (86)
Heads of Cattle 4.300.000 (73) 3.420.000 (87)
Heads of Goat £72.000 (71) 1.300.000 (87
Pigs 500.000 (73) 150.000 (87)

- - -.-—_--_-_---..--_----—--—----—-.--_---_,.-----_-——-_--__—_ -

Sources: Ministry of Planning, The World Bank and UNIDO

rd
[N




Since independence there was a significant

decrease in agricultural production mainly due to the
following factors: (i) the flight of Portuguese farmers,
with consequent abandonmsent of fares directed and controled
by the colonizers. created an enoraous shortage of
spec ' alized labor; (ii) the war destroied infrastructure,
making the access to agricultural regions difficult, and
stimulating the exodus of Angolan workers to citieg far away
from military danger; (iii) the excessive intervention of
both bureaucracy and a governmental policy without orfering
suitabie incentives, support services and, finally.,
compatible selling prices to cover production costs.

More recently, between September 1989 and July
1990, a drought devastated the center and southeast of
Angolaz reducing crop production drasticaly causing the death
of thousands of people by inanition in the provinces of
Benguela. Huila, Huambo, Cunene. Namibe and others. The
United Nations estimates that approximately 1.900 thousand
people were affected by hunger.

Trying to reduce this calamity, the country ached
for support from the international comunity through the
United Nations Organization. In the case of grains, for
example. there is a na2ed of 186 thousand tonnes of
international aid that in addition to 200 thousand tonnes of

import can cover the expected deficit (approximately 386

L

thousand tons); in 1990 local production (251 thousand

"
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d only 397 of total grain needs (637 thousand

tonnes) covere

tonnes).
€ - FISHING RESOURCES

The Ministry of Fishina is responsable for all the

fiching activities from fishing proprer to the distribution

of fish. The Angolan coast has an extension of 1.600 Ku

long. allowing for capturing diferent types of fishes,

wainly in the south, in the regions of Mamibe and Benguela.

puring the period before independence, there were

700 to 800 fishing boats, many of which escaped the country

after 1975; industries were also abandoned at the same time

and many facilities were sabotaged by their ancient

Portuguese owners.

gy the end of 1989 the national fleet was composed

of 575 boats. of which 273 were in operation (47%) and 302

paralyced (53%Z); the fish caught by local fleet amounted to

104.5 thousand tonnes in 1989. while foreign boats (European

and Soviets) caught 218 thoucand tonnes during the same

period.

main fish species caught are sardines and

mackerel. representing approximately 907 of commercial

capturing; also tuna fish and mollusks are found in the

south.
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D - LIVESTOCK RESOURCES

Cattle raisins potential of Angola is wvery

important, although it undergoes cimilar difficulties to

those in the agricultural cector. Despite the lack of water

being a major obstacle in some reaions, the potential growth

for near future is quite relevant considering that almost

507 of the animals are concentrated in relatively safe.

regions.

The livestock resources are very important for the

development of the country., because they can supply natural

fertilizebs and animal traction to sow the land and seize

the agricultural domestic production, Additionally it can

contribute for the manufacturing growth suppluing inputs for

food and leather industries.

Despite present difficulties and the livestock

reduction occured between the 1970’s and the 1980’s (Table

6), Angola still has a high number of heads compared to

other African countries if we consider that there are 4,87

million heads (cattle, goat, hog) for an estimated

n of 7.8 million inhabitants (1989).

populatio
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E - FORESTRY RESOURCES

Angola has a considerable forestry resource
potential. In 1973. 550 thousand a3 were produc.d and 182,0
thousands tonnes of wood were exported; afterwards, during

the 1980‘s there was a drop in exports and production.

TABLE & : WOOD PRODUCTION

———————t = e - o> e - - - - P e - - ----_--—-——-—----—---_—-

1962 1973 1980 1985 1988 1989
-Production - 550.0 - - 68.0(1) 75.0(1)
(thousand s3)
-Exports 51.2 182.0 1.2 . 24,9 - -

(thousand tonnes)

Sources: Bank of Angola, The World Bark and UNIDO

(1) Ectimation

forests are located in different regions of the
country (Cabinda. Dembos and others) producing special wood
such as: mahogany, aulberry, and exotic species as the

eucalyptus and pine; eucalyptus plantation overcame 150

thousand hectares in the beginning of the 1970’s. The




production was destinated to the cellulose plant located in

Alto Catusbela (out of operation today) and to the Benguela

Railroad (CFB).
F - ENERGY RESOURCES

Angola is a countra with plenty of eneragu

resources. according to African standards. It bhas large

petroleua and natural gas reserves, a significant
hydroelectrical potential and considerable stocks of
biomass.

Since 1983. it is the cecond largest oil producer

in sub-saharan Africa, after Nigeria. The oil sector
contributed with 41.9%Z of the GNP in 1989, producing 453
thousand barrels of crude oil daily.

Angola s also provided with a considerable
hydroelectrical potential, due to the existence of several
important rivers such as: Kwanza (960 Ka), Cunene (945 Km),
Kubango (975 Km) and Queve. In 1985. the installed
electrical capacity «mounted 429 wmw, out of which 289 mw
were of hydroelectrical origin. However.due to sabotage acts
carried out by UNITA, the current power availability s
small which reaquires considerable investments for poweor
rehabilitation (for example. to recover the I5mw
hydroelectrical plant of Lamaum. of 35 mw. which is out of

operatxtion since 1983).

27
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‘In addition, the government is building the new
hydroelectrical project of Capanda (520 aw) which will
double the country’s installed power capacitys this is a USS
2 pillion project that is being built by a Brazilian-Soviet
Consortius. The first phase of the 1lake formation is
expected for october 1992. when 90Z of the construction
works will be concludeds: the rest will be concluded after
the installeent of the soviet equipments.

As to the electric power transmission lines, the
Angolan governaent is presently carrying out an
international bid to choose the supplyer of equipment and
services.

"In spite of the available energy resources, there
is no effective integration of the power sector with the
industries. The lack of power, be it electrical or derived
from 0il. has been one of the major factors that affect the
growth of industrial production, since there is no regular
power distribution.

As a consequence of the lack of power. the
distribution of water for household and industrial purpoces

has also been affected.
G - MINERAL RESOURCES

Angola has & multiple offer of mineral products.

that has been charted and evplored since the colonial

period. The three main available products are: dianonds

Y




located im the province of Luanda North. jrpb__pre in
Cassinga and pbosehate in the provinces of Zaire and
Cabinda.

There are also csmaller reserves ofl copper, aold,
mica. kaolin, charcoal. marble. granite and quartz which
need more intense exploration and charting.

The following statal companies are responsable for
sineral exploration : National Diamond Company of Angola
(ENDIAMA) . National 1Iron Company (FERRANGOL); state owned
enterprises are also responsable for phosphate (FOSFANG),
granite and marble (ROREMINA). quartz (MINAQUARTZO) and
underground water (HIDROMINA).

The most important actual minning exploration is
done by ENDIAMA with the help of RST International. which is
a local subsidiary of ITHA company from Luxemburg. In 158¢%.
1.316 thousand caratc were produced, representing a growth
of 267 regarding the production of the year before.

On the other hand the iron ore mine of Cassinga is
not being explored now due to maintenance works done by the
government. It was discovered in 1910 and exported 5 to é
willion tonnes per year between 1968 and 1973, after being
developed the exploration project in association with the
Ky UPP aroup. The mine was closed in 1974 due to the
uncertain political environment and to the exhaustion of the
reserves kown for their large ammount of iron ore content.
Therefore. future exploration may not be economicaly viable

brcause. besides the end of the recerves, large e:xtra




amoiunt of investments wou'd be needed to recover the rail
access through Racamedes railroad and the loading equipment
in the port of Namibe.

Phosphate and other mineral explorations are
interrupted mainly due to wmilitar insecurity,both unreal
exchange rates and prices and lack of capable professionals

to manage the minning companies.
H - HUMAN RESOURCES

The I1 IDDA prograsme could give special attention
to bhuman resource development because the low qualification
and reduced offer -of skilled peoprle represent a great
obstacle for social. industrial and economical growth of
Angola.

After independence, the Angolan government wmade
considerable efforts in the education field; viewing to
einimize the problems arising froms massive exodus of the
Portuauese, who had specialized technical education and who
worked both in the private and public sectors.

At that time, the rate of illiteracy reached
approximately 907 of the population. Consequently.
investments on primary education tripled the number of
registered students between 1976 and 1979; lately in 1987.

however . there was a reduction of students reaching only 607

of the registrations done in 1979, according to The World

Bank data.
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This drop was due to war, but also to lack
significant investaents in educational equipment and
teacher’s training; consequently. low rate of efficiencd tis
causing waste of resources.

The development of secondary education. which alse
-grew fast imediately after independence, is suffering now
from lack of educational wmaterial. shortage of equipments
and intense use of partime teachers.

The registrations of university students nearly
doubled after independency; the university offered a
diversified number of courses. But 1like in the above
sentioned cases. the lack of qualified personnel. material

and equipments affects the quality of learning.

In the field of technical training education the
11 Party Congress in 1985 decided to provide considerable
support to the sector, aimming to train profissionals to
replace the foreign "cooperators” which shouid leave the
country due to the compulsory reduction of domestic costs,
stimulated by the drop in oil prices, during the second

half of the 1980’¢<.

Thus, several profecsional training courses were

created in the industrial and other sectors. ammounting to
135 inctitutions in 1989. However. teaching quality is not
catisfactory according to a study (October 1989) conducted
by the National Council for Professional Education (Ministry
cf Education); the total number of existing courses wers?

ranked a< follows:




QUANTITY 4

- 6ood 8 6,0

- Fair 71 53,0

-~ Poor 17 12,0

- Discontinued 34 25.0

- Unknoun S ) 4,0
135 100,0

From he point of view of installed capacity

_utilization, the performance is also insatisfactory since
there are only 5.515 registered students (557 of the total)

for a total of 10.040 existing vacancies.
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TABLE 9 : PROFESSIONAL TRAINING CENTERS - 1989

(Installed Capacity)

SPONSOR CENTERS INSTALLED UTILIZED Y4
CAPACITY CAPACITY

(1) (2) (2):(1)
Agritulture é 665 376 56,5
Social Studies 3 190 150 7%.9
Trade 10 1.430 787 55,0
Construction 11 5995 260 46.8
Culture 2 - : - -
onA i 40 - -
Defense 1 120 40 33.3
Education 17 2.100 1.251 59,46
Energy & 0il 8 664 437 65,8
Finances 9 280 200 71,4
Housing 1 - - -
Industry 9 1.120 720 64.3
Youth 1 - - -
Fishing 2 - 625 463 74,1
Health 21 370 220 59,35
Transport & Com 32 1.890 611 32,3
TOTAL 135 10,040 5,918 55,0
Source : " The Situation of Professional Formation in

Angola®”

(MED/DNPF - OCTOBER/1989)

2.3 . - STRUCTURE AND PERFORMANCE OF THE INDUSTRIAL SECTOR

A - Current Situation

The basic industrial structure of the country wes
inplemented before its independence, in 1975. Thus, the
industrial employment grew from 15.630 to 125.270 workerc.
from 1961 to 1973; the manufacturing value added (MVA) grew

by 117 per year in real terms during the same period.
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Therefore. in 1974 there were approximately 4000
industrial companies of which the majority were small scale

enterprises owned by European immigrants.

In 1987, the number of workers droped to 104.440
(of which 1less than 37 were of foreian origin) according to
data avilable at the Entrepreneurial Redimentioning Cabinet

(GARE) from the finistry of Planning.

TABLE 10 : STRUCTURE OF HUMAN RESOURCES

(1987)
National Foreign Total YA
Basic Level 98.533 1.900 100.433 96.2
fedium Level 2.4353 693 J.146 3.0
High Level 448 413 861 0.2

S I I e I i ol Al e G B B e E e e A e W -

Source: GARE

However. during the 1970’s and the 1980’s there
was a significant decline in the industrial production,

which in 1987 amounted to only 437 of the levels achieved in

1973.




YABLE 11 = INDEX OF MANUFACTURING PRODUCTION

{1973 = 100)

- v - = e e o - - - = e e W s Mm R A W W W S MW W e SR e e S S

.--_--—-——-------———--------—---_----------—_--_—------—_.-_.

Food Processing 100 37 48 48 42
Light Industry 100 31 87 S8 61

Heavy Industry 100 24 45 52 36

- - - - e E e - m.maE e -e e .S s Eme- ~e == e e . s e - e e e - - -

Source: Ministry of lndustry. The World Bank

This radical change was a result of the escape of
Portuguese immigrants that left wmany industrial companies

after the country’s independence; at the same time there was

an exodus of skilled manpower and a reduction of domestic

demand for manufactured products.

As a consequence. there was an important reduction

of the number of institutions in operation. Thus, in 1990

the Ministry of Planning only registered 574 manufacturina

enterprises (317 of the existing 1823 companies classified

by GARE) in contrast with the almost 4000 existing in 1974,
The reduction of the number cf companies has

certainly footered the industrial production decline.

althouah this was not the only inhibiting factor of the

industrial sector garowth. as we will see ahead. Therefore.




in the end of the 1980’s we observed a considerable drop of

the manufacturing value added (RVA), presenting negative

trends in 1987. according to data supplied by UNIDO.

TABLE 12 : ANNUAL GROWTH RATE OF RVA

(Z of MVA at 1985 prices)

cr e m e e - s mEm- - e =S ----.-..---...--..-----—----—-----

1981 1982 1983 1984 1985 1986 1987(a)

e m e .- - - = o - —————— e - =

Food Ind £3.0 -11.9 12.0 18.8 18.4 3.1 -7.5
Light Ind 43.é -1.9 3.7 .9 10.0 -2.5 -7.9
Heavy Ind 21.8 38.1 12.1 12.3 20.1 18.8 -10.%
70TAL 41.5 2.2 7.3 11.8 14.3 3.6 -7.9
Source: Ministry of Industry, UNIDO

(a) Estimated

In relation tq&anufacturing production per s2ctor.
according to the fingolan classification, we ma4y see that
light industry occupies an outstanding position conitributing
Mith 49,87 of the Manufacturing Value added (MVA) in 1987.
This sector produces basicully consumer goods, such as:
textiles. clothing. shoes. cigarettes, processed wood, S0ap<

and deteraents, plastic products., paint, matches, glass etc.




TABLE 13 : BREAXDOWN OF nva
(percentage)

e o . e - e Em- e EEEEEn - ———eS—Soe— - - oS eLEmem s eSS E e

- . - - e e Y M e e S A S e = S ST

fFood Industry 21.7 23.2 23.4
Light Industry 59.4 $52.4 49.8
Heavy Industry 18.9 24.4 ' 26.8

Value Added (b)

(Rillion Kwanzas) 4622 9173 . 866%

- - - D D A - e W s W em e w o - T m e - = ¢t e m e e——--— - - - ==

Sources: Ministry of Industry, UNIDO
(a) estimated
(b) 1 US$ = 29,62 KW at official exchange rate
(equal to 2000 to 2500 in the black market in

the mid of 1990}

Another factor that has contributed for the
reduction of the industrial output.is the use of production
capacity at lower levels than those available; the latter is
usually lower than the 60Z of installed capacity of the
industrial sector. due to aging and obsolescence of

equipment in addition to & reduced supply of qualified man

power.
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in 1989. the domestic industrial production was
still reduced amounting less than 25%4 of the available
capacity according to data supplied by the Ministry of

Industry.

TABLE 14 : MANUFACTURING SECTOR -
oRODUCTION CAPACITY AND

(Rillion Kwanzas)

——_--——----_--_--_--——----_-—--—-—-_-——----—.—

INDUSTRY INSTALLED AVAILABLE
CAPACITY CAPACITY
(1) (2) (2):(1)
Food 42,347,7 21.587.3 50.1
Light 69.715,6 39.278.2 56.3
Heavy 30.695.6 23.574.2 76.8
TOTAL 142.758.6 84.439.28 $9.1

R LA B U R i

Source: Ministr:s of Industry

REAL PRODUCTION

- —— . - =

REAL
PRODUCTION

1989
(3) (3):(2)
5.090,1 23.6
8.684,7 22.1
6.691,0 28.4
20.465,8 24.2

ie still no reliable oFficial data

industrial

For 1990 there
could point out the trend to be achieved by the
production . However , data obtuined by the mission, durina




interviews with several local entrepreneurs. indicate an
even lower use of the available production capacity
compared with the previous year.

To conclude we will analuse the current situation
of industrial companies ownership. Amongst 574 industries
registered by GARE. private enterprises prevail, according
to tﬁe following distribution: Private (339 = 59Z), State-

Owned (189 = 33Z), mixed (11 = 2Z) and others (35 = 6%).
B - Industriazl Performance

The angolan industrial sector is coordinated and
managed by several ministries that control their subsidiary
companies. The wmost important is the Ministry of Industry
which controls the highest number of units. distributed in
the following sectors: food, light and heavy industries. The
Ministries of Agriculture, Construction and Fishing also
have several productive units ac we will see further on.

The production capacity of companies controled by
the Ministry of Industry is very diversified. Therefore we
will present a suemary of the production in the main sectors

which amounted to 18.830 million kwanzas in 1987.
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TABLE 1S ¢ PRODUCTION PER INDUSTRIAL BRANCH
(millions of kwanzas - 1987)

------------—--_-—----- - - - —- -

fillion KW 4

food Processing 4.031 6.0
Beverages 1.565 2.3
Tabacco 410 0.6
“Textiles 918 1.4
Clothing 2.675 4.0
Leather Products 254 0.4
Wood and Furniture 1.342 2.0
Paper and Printing 877 1.3
Chemical Products ¢ Rubber 2.406 3.6
netalic Products 1.212 1.8
- Transport Equipment 2.415 3.6
Mechanical Rachinery 285 0.4
Electric Products 440 0.7
SuUB-TOTAL ——--- e

18.830 28.2

Construction Raterial 1.233 1.8
Others 223 0.3
finning Industry 2.657 4.0
TOTAL 22.%946 34.2

Power Products

(Petroleum, etc.) hb4 215 65.8
GRAND TOTAL 67.158 100.0

Sources : Rinistry of Industry and UNIDO

The companies coordinated by the MAinistry of

Industry are aainly located in the following provinces:

Luanda. Benguela. Huambo and Huila.




TABLE 16 : GEOGRAPHICAL DISTRIBUTION OF THE INOUSTRY -

(1983)

Provinces Number z
Luanda 1346 S5
Benguela 47 19
Huambo 21 9
Huila 20 8
Others 23 : 9

247 100

—_--—_---—-—_-—_—--—--—_------—-_--------_-_-------------—-_

Sources: General Company File and UNIDO

As we can notice, almost 757 of the industries are
concentrated in Lluanda and Benguela (the 1latter including
the Industrial section of Lobito )3 besides having a auite
diversified manufacturing complex, they are located by the
sea, in a safe area from the military point of view and of
easy access to get inputs coming from @#broad and other
regions of the country. However, Huila and Huambo which are
Jocated in the hinterland are affected mainly by the lack of
land communication with the rest of hngola, making difficult
the supply of foodstuff and r;w meterials essencial for the

industry:; during our visit to Huambo., for instance. the
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community was waiting for the arrival of 200 trucks. with
basic products. that were stuck in Lobito due to ailitary
obstruction of the highway. .

As previously mentioned. there are other
Ainistries that have their own subsidiary manufacturing
companies. The Minstry of Construction, for example, manages
cement and ceramic plants that produce bricks.roof tiles and
lining plates.

The construction sector will have an important
role in the reconstruction of buildings, roads.
hydroelectrical plants and other projects that were effected
by military activities. In addition, the sector may absorbd
an important part of the manpower that is available, or that
over exceeds the requirements of the manufacturing sector.

Durina the 1980’s, however, the building industry
had an improper performance, @as the wmajority of Angolan
industries. The production of cement, for instance, dropped
from approximately 770 thousand tonnes in 1973 to 126
thousand tonnes in 1984, according to EIU "Country Profile”
for Angola. published by the magazine “"The Economist”.

as a consequence of the decline in the productien
of materials. added to the limited supply of currency for
the import of inputs and qualified manpower, the
construction sector underwent a decline during the past

decade. as shown in 1985 and 1986.

.-




_TABLE 17 - BUILDING CONSTRUCTION OUTPUT

(Rillions of Kwanzas)

Provincia

Delegations 42 7?7 183.3

Provincial

Companies 1.226 337 30,4

National

Companies 1.817 1.254 69.0
3.085 1.704 55,0

Sources: The World Bank and Ministry of Construction

In order to resume the production of raw materials
for construction at historical levels, the government
adopted a policy of rehabilitating some cement and ceramic
companies. The state owned company CIMANGOLA, which produces
cement in the region of Luanda, received government
investments to expand the productign addressed to the local
and international markets. Thic strategic company, located
on the main raw material deposits, was able to raise its
available production capacity to 500 thousand tonnes per

year by the end of the last decade, althouah the currently

used capacity is still 400.000 per Jear. CIMANGOLA intendsc
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to expand its intalled capacity by assembling a fourth
furnace, which has already been purchased by the company.

The cement production is addressed w®mainly to
prioritary government sectors, such as the buiiding of
CAPANDA hydroelectrical plant. a Brazilizn - Soviet project
of US$ 2 billion which is being puiit at the Kwanza River.

Ceramics were also granted governmental support.
viewing to recover their facilities and to encrease the
supply of products in the domestic market. UNICERAHICA, for
instance, which has three wunits for the production of roof
tiles. bricks and lining plates in the region of Luanda. is
currenily developing a programme for the expansion of its
production capacity: it intends to encrease the daily supply
of bricks from 15 thousand to 45 thousand units still in
1990.

On the other hand, the Ministry of Fishing,

manages the fishing processing industry. whose product is

generaily introduced in the local market.
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TABLE 18 : FISHING PROCESSING INDUSTRY

e m e e m——————— == -— - - - e r eem A e mE-—- - ——— =

1987 1988 1989 1989 (X)

realized/forecast

s = o m-——---——— = - ----------——__.—-..-—------_-—---—-—,—-. -

Dry Fish 13.0 15.3 15.7 103
Frozen Fish 14.1 13-5 13.8 92
Semi-Cured Fish 3.7 5.3 4£.7 50
Preserves 1.6 3.2 2.6 40
Fish Flour 0.9 0.6 0.2 16
Salt 65.1 55.3 66.3 9

Source : MRinistry of Fishing (Plan Cabinet). UNIDO

The fishing industry has a versy important social
role to play in Angola as a supplier of food to a large part
of the wurban and rural populations additionally, 1t way
obtain foreign currency. to reduce the foreign exchange
crisis and to recover the manufacturing and fiching

facilities, by exporting fish to African and European

countries.

In 1989, however, its performance was below the

government objectives. as one can see in Table 184, for
gsimilar reasons as pointed out bu other industrial companies

(Chapter 2.3). The aging and obsolescence of equipment and
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boats are two irporiant factors to be taken care of by the
government.

In relation to the recovery of facilities, the
Ministry of Fishing prioritizes the modernization of dry

fish industries and salt for fish producers.




c - Indu§§rial Policy and Developament
C.1 - Rajor Institutions

The fMinistry of Indusiry (MIN) occupies a key
position in the definition of the industrial policy of
Angola. fleanwhile, as there are other sinistries
(Construction, Fishing, Agriculture. etc.) managing several
industrial companies, an efficient coordengtion of
msanufacturing activities is important . aimming at a
suitable developaent of the sector.

The AIN. that incorporated national and
international commercial activities until the end of 1991,
is now facing many difficulties inherent to the lack of
financial and human resources not available in the country;
UNIDO is already supporting MIN’s effort for professional
qualification., however, it is desirable that this
cooperation may be expanded in the near future., with the
possible participation of other international organizations.

MIN plans, defines and controls sectorial policy
by means of the following departments:

- Sectorial Redimentioning and Development Cabinet
(GARDS) responsible for redimentioning the state sector
related to economy, at MIN level; it takes care, especially

of the recovery of existing industrial projects

infrastructure.
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- Plan Cabinet. in charge of sectorial activities
planning in coordenation with the Rinistry of Planning (Law
No 12/88); '

- Human Resources Cabinet:

- Legal Cabinet;

- Inspection and Control Cabinets;

- Provincial Development Follow-up and Support
Cabinet;

- Provincial Delegations ‘that coordinate the
industrial activities at regional levels;

The Industrial Development Institute (IDI) was
created in the second semester of 1990 and will have an
important future role towards industrial development, acting
both as a coordinating cabinet for the strategic management
of industrial development and as an executing agency for the
11 I0DA programme.

The Ministry of Planning (MINPLAN) has also an
important role in the planning and support of industrial
growth, through adequate introduction of the sector in
national development plans or through the concession of
“plafonds” (foreign currency made available to enterprises
for the Import of equipments and inputs). which occupies 2
very important role in the planning process due to excescsive
domestic dependence ON imported products.

There are two very important structures in MINPLAN

directed to industrial development and rehabilitation. The




first is GARE (Entrep;eneurial Redimensioning Cabinet) which

acts through the following phases:

- survey of the country’s entrepreneurial universe;

- analysis and treatment of technical, econocmic, financial
and other data. their qualitative and quantitative
characterizations

- classification of the enterprises based on the received
data;

- determination of the best solution for the company in
function of the Economic Recovery Programsme (PRE) in forcé
in the country. In this case, the law (Act No32/89)
provides the following options: maintenance of the company
in the public sector and its management can be
granted to others; convertion of the state-owned company
into a public cosmercial; extinction by merger or
division; extinction and liquidation of the company by
selling its assets; and extinction and liquidation by
joining its property and equipments to domestic or foreign
private companies that will be incorporated.

The second isportant structure is GIE ( Gabinete
de Investimentos Estrangeiros = Foreign Investuent Cabinet),
responsable for the analysis of foreign investment proposals
and requests, which are directed for:

- The creation of new companies;

- The creation of branches or subsidiaries of foreign

companiesi

-~ The acquisition of the totality or part of already
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incorporated companies;

- The constitution of association in shares.

Consequently., GIE will be abble to supply
information about the opportunities for investment in the
country. which can happen in the rollowing modes:

- Capital: the effective entry of capital in convertible
currency and credit means (namely goods and suppliers’
tredits)

- Capital goods : the entry of assets for the net worth of
enterprisess’

- Technology: rights on patented or non-patented industrial
processes with which the foreign investor contributes to
participate in the company’s net worth:

The law concerning foreign investments was enacted
in July 1988 (Law No 13/88) and regulatec« in January 1990.

The unitary investments accepted by the country
attain a minimun amount of 3 willion Kwanzas (Uss 100

thousand at the official exchanye rate). According to GIE,

several foreign investors have -adé preliminary
consultations that amount to uss 635 aillion in
agriculture. trade, industry, turise and hotels, cattle
raising. fishing and services. in August 19905 predominant

interest came from Portugal with consultations that attained

uss 314 million (497%).

S50

1 ha




TABLE 19 - FOREIGN INVESTMENTS
PRELIMINARY CONSULTATIONS

(Set./90)

- - e e - - = T = S e G e e = W e e e e e T e W T G B W T SR T W e W e v S e R e e e e e e e e .-

Portugal 314,0
England 90,0
Luxemburg 80,0
Guinea Conakry 30,0
Korea (Rep. of) 24,1
gpain . 21,0
Gabon 12.0
Channel Island 11,9
Italy 9,5
Congo 5,0
Japan 4,9
France 4,7

Others 27.9

Source: Foreign Investment Cabinet (GJE)



However, ié the last quarter of 1990, tnere was a
aultiplication of external investment offers accumulating to
Uss 10.172,7 wmillion in the month of December. Amongst the
economic sectors wmostly searched by investors in this last
period, we have in first place the construction sector with
“investments amounting to US$ 9.311,7 weillion (91.5Z of the

total).

TABLE 20 - FOREIGN INVESTHMENTS

PRELIMINARY CONSULTATIONS (Dec.90/)

- S e m m e . . e e e - e - G e S G- ® e W e e m e S e e Sk G M WS Ee T e S S e e e e G G e em

SECTOR US$¢ THOUSANDS )3
Agriculture 30.982.6 . 0.3
Cattle Rasing £.805,0 0.1
Industry 318.591,8 3.1
Petroleun 5.445,0 0.1
Minning 91.056,6 0.9
Fishing 182.063,3 1.8
Construction 9.311.692,5 | 91.5
Turism and Hotels 25.500,0 0.3
Commerce 25.262,4 1.2
Services 73.304,7 0.7
ToTAL 10.172.703,9 100.0

@~ —— - - - = - Y N R DD RS AT % D n D AR DD e =

Source: Foreign Investment Cabinet (GIE)
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ﬁs to concrete investment proposals which are
being analysed and approved by the Angolan government, the
projects presented by foreign investors amounted to USS

919,7 million in February 1991.

TABLE 21 - FOREIGN INVESTMENTS - CONCRETE PROPCSALS

--’--———--»..—-.._-...——._.----..——.....--A... . e e e e em e e e - W e

COUNTRY Uss MILLION 4
Portugal 822.8 89.5
England 28,1 3.1
Belgium 10,0 1.1
Namibia 18,2 2.0
Guinea Conakry 15,0 1.6
Xorea (Rep. of) 4,0 0.4
Spain 5,0 0.5
Caiman Islands 3,6 0.4
Italy 6,4 : 0.7
Switzerland 1,8 0.2
France 3.5 0.4
Others 0,9 ' 0.1
TO0OTAL 919,7 100.0

-_-—-----.-----4---—-,-----—-—---—-_—-——-------—---_—---——-—---

Source: Foreign Investment Cabinet (GIE)
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There are other institutions which play an
japortant role in the industrial sector, inr addition to the
already mentioned ones: The Ministry of Finance (RINFIN) and
Banco Nacional de Angola (BNA).

The MINFIN participates together with the Ministry
of Planning in the preparation and adoption of Economic
Policies. It is structured through the following national
departaents?: Budget, Customs, Taxes Financing and
Accounting; also, the National Inspection of Finances. the
National Department of Enterprises under Special Systems and
other departments. such as State Net Worth, Administration,

Staff and Data Processing.

In addition to contributing for the preparation of
the economic policy, MINFIN can perfors a very important
role in industrial development. Thus, it stisulates the
secior’s growth through a suitable credit policy and also by
weans of granting fiscal subsidies and benefits that favour
the national and foreign private investors.

BNA can «lso contribute positively for the
country’s industrial growth through the implementation of &
credit policy that provides long-term financing of
investments and the supply of resources on 2 short-ters
basis as working capital for companies; in addition, it can
have an active participation in both weobilizing foreign

capital to finance industrial imports, and granting fiscal

~
P
/

L L LRt 18




and credit subsidieé required for the expansion of domestic
and foréi;n investments.

To end. it is Iimsportant to aeention that B8NA‘s
effective perforeaance will depend basically on the future
revision of the Angolan financial system, because the

banking sector still has a marginal participation in the

financing of national econoamy.
C.2 Observed Industrial Policy

The foreign exchange policy observed by the
country in the last dacade forced the government to act
saving cuérencg, mainly by the reduction of imports, the
increase of exports and the growth of foodstuff domestic
production.

In such tase, authorities esphasized the
substitution of imports policy, which should be introduced
by means of the rehabilitaion of the industries producing
goods for the local market.

The results obtained with this policy seem to be
very limited because it has observed an annual reduction of
the manufacturing wvalue added (MVA), in addition to a drop
observed in the the utilization of the available production
capacity from the second half of the 1980’s,

The main obstacles for the industrial development
in Angola are presented ahead. On the other hand, we must

emphasise that the inadequate allocation of foreign
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resources " ("plafonds™) to the sector is considered by the
sajority of the enterviewed entrepreneurs as the wmain
obstacle for the good performance of the industrial complex;
consequently, the companies do not reach the substitution of
isports goals fixed by the central governaent.

Several entrepreneurs cosplained about the
distribution process of the “plafonds”,” considering it
bureaucratic, overcentralized, casuistic and subjected to
unexpected changes (for example, the reduction of the annual
amount) during the sanme fiscal wyears; the wunbalanced
sectorial distribution of *plafunds® is another observed
distortion: therefore they lack of foreign currency for the
acquisition of inputs while there is an excess of resource
distribution for the import of the same consumer goods,
which could be produced by the 1local industry (a beer
company informed that it did not have sufficient credit to
buy inputs for productien, while the country spends tens of
eillion dollars anually to buy the product abroad).

In conclusion, the neeting and. data obtained
during the waission to angola indicated that the industrial
output is very modest in comparison with the goals proposed
by PRE. Thus, the sanufacturing production reached in 1989
less then 407 of the industrial output in 1980, based on the
information collected by The World Bank.

additionally. the sector is still in operation.

utilizing 1less then 237 of the available production

capacity, as we snalysed before (Chapter 2.3).
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D - Domestic Environmsent for Industrial! Development

The government performs a very isportant role in the
industrial development of a nation. Consequently a large
number of countries of the world santain an industrial
policy, be |t centralizing or liberal, written or inforeal.
looking foward to guide the economic agents towards the
future growth of the wmanufacturing sector. In this manner,
sacroeconomic, fiscal and other policies are introduced, to
strengthen the sector. using it as an important engine for
national economic development; usually the manufacturing is
stianulated by: subsidies, governamental purchases, regional
incentives, sectorial reorganization with the participation
of the State, support for research and development,
" investments in infrastructure projects, conjuctural policie-
aimming to increase demand, customs barriers to protect the
local producer, be it national or foreign, etc..

In the case of Angola, we tried to analyse the
sain governamental support measures for industrial
development, such as; taxation scheme, tariffs. financial
rules for industrial investmwents. investment code.

Jaxation Suystem. Angola’s tax revenue depends
basically on the income obtained from oil industry (707 of

the total in 1988) and on the income tax proceeding from:

(i) transfers from public companies; (ii) taxes on private

57

taa




conpanieg{ (iii) individual taxes; (iv) taxes on capital
revenues.

Since 1986 vpublic enterprises (Natiénal Bank of
Angola. National Lotteries, and others) must transfer S0Z of
their profit to the State.

Private companies also contribute with an average
of 50Z of their profit. Individuals contribute with a
witheld income tax which ranges from 37 to 40X%Z of their
salaries; however, in 1986 only 3% of their total salaries
were taxable due to the existing difficulties to collect

these contributions.

TABLE 22 - ANGOLA - TAX REVENUE

-—-----_—_—-—_—------—_--—-----——----—---—---_-----—----—--—

1988 4

Kz fAillion
BETEB;;;FSE;""""""'35162?""'"""""'”"""58'.3'
Non 0il Companies
(Industrial tax) 2.223 4.9
Individual Incomse Taxes 1.468 3.2
Capital Income 47 0.1
Foreign Trade Taxes 3.555 7.8
Property and Services 2.834 6.3
Other Taxes J.104 6.9
TOTAL 45.292 100.0

- e v n e =y e ave &~
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Angola has a

jmportation level (20X of the GNP in 1988) .

foreign trade tax

However, in

taxes only reached an average of 9.9Z of the

TABLE 23 - ANGOLA - IMPORT AND TARIFF REVENUES

Year Imports Tariff Revenues

uUss nillion Kz Rillion (ﬂillig? Kz) (Z of Imp)
1980 1.354.8 20.933.9 is13s.0 10,1
1981 1.469,4 44.396,5 3.257.0 7.3
1982 >l.273,9 38.489,6 5.236,0 13,6
1983 1.135,8 34.317,1 3.386,0 11,2
1984 1.559.,6 47.121,8 4.137.0 8.8
1985 1.401,4 42.341.9 3.915.0 9.2
1986 1.085,9 32.809,4 4,395.0 14,3
1987 1.302.8 39.362,8 3.364.0 8,5
1988 1.371.9 41.452,0 3.324,0 e,0
Average 1.328.4 40.136.1 3.989,2 9.9
(1980 -88)

- B - W ow = - .-..-._—---—---——----—--—-----—---_---—.——--.

The current tariff s composed by several rates
which come wup to 307 of the imported goods (ad valorenm),
However. there is an averaae

besides other specific taxes.



low real. isportation tax (9,921 mentioned) mostly due to the
following factors: the existence of generalized tax
exemptions, smuggling (estimated to be more than 350Z of
imporis) and a weak professional qualification for custoas
adeinistration (insufficient @aterial and human resources).
Raving in aind the above-mentioned aspects,
Angolan Governsent will hardly be capable to introduce an
efficient substitution of imports policy, without
simultaneously reviewing the existing tax policg,'repairing
customs defficiency and drastically reducing ssuggling.
lovesisent Laws. The country‘s investment policy
is regulated by the Act No12/87 dated &th of July abeut the
“General Rasis for the Investment Process Regulation®”;
according to this document, investments are any resource
allocation aiming at the saintenance and development of the
country’s productive forces, in the manufacturing sector or
in the social environment. Consequently it previews resource
aplication for: (i) replacement, rehabilitation,
streamlining and enlargement of the productive capacities
and social and economic infractructuress (ii) establishment
of new productive capacities and economic and social
infrastructuress (lii) technical and scientific research.
improvement and training of the work force. technology
acquisition and preparation of econoaic and social studies.
Act No 12/87 does not mention specially Industrial
or private investments. ha;ing been instituted for

reinforcing the centralized decision making in & planned
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socialist economy at the same time establishing mechanisas
that guarantee a wide decentralized adainistration.

Available data does not peranit _ a precise
evaluation of the results of this act in the field of
expansion and diversification of the investments., Meanwhile,
several contacted institutions, in private and vpublic
sectors, agree that 1legislation has created several
bureaucratic procedural steps that hamper the investasent
process.

The Economic Activity Law (No 10788, 2nd of July),
created in the Prograasme for Econoxic and Financial
Restructuring (SEF), is an important instrusent that defines
the operation areas reserved to the State and also the
participation of tge private sector in economic activities;
in susmary, these last ones are those designed for: the
production and distribution of goods and services, both as
charged and for profitable purposes.

Law No 10/82 mentions that the economic activities
must be developed in an entrepreneurial, familiar or
indi;idual way; the entrepreneurial activities will take
place by wmeans of state-owned companies, mixed enterprises
(private, national and foreign vparticircation up to 497 of
the total net worth). private and co-operative enterprises.

The government will continue to wmaintain the
control of activities referring to: military industry.
financial activities of the Central Bank; water and

electrical power distribution; sanitationi
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telecommynjcations and mails social communications; air, sea
and rail long distance transportations wurban collective
public transports; and ports and airports management

In the case of vprivate activities, the 1law
establishes that the State will support its development
;speciallg when it will benefit the: raise of the national
productive capracity; creation of new jobs: technological
progress; increase of export capacity and access to new
sarkets and substitution of imports; and the achievement of
a regional development vpolicy and the settlement of
populations.

foceis. Ioyestuenks. Law No 13788 dated 16th of
July reformulated .the regulation about foreign investments
in order to stimulate the entry of larger external resources
in domwestic economy.

fForeign companies ®ad operate in the country in
equal conditions to national institutions. excluding the
above mentioned areas designed to the public sector.
Therefore. the foreign investor has the guarantee of the
rights arising from the investment including thestranfer of
net profits abroad, upon authoriz;tion of the Minister of
Finance; re-export of his share in the sale or liquidation
of the company, under the provisions and upon authorization
&

of the MNlnister of Ffinance’ fair indemnity in case of

expropriation of the company’s assets, under the terms that

will be enacted.
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. Foreign institutions will also be able to obtain
domestic credit to finance their internal production.

Trying to atract foreign investors the regulation
pas fixed several fiscal inceatives for projects supported
by the national governsent: income tax reduction or
exeaption during a certain period; reduction or exemption
of the customs taxes on the import of goods, equipment,
inputs and spare parts, 2s well as on raw materials which do
not exist in the countrys reduction and exenpti;n, one or
aore times of customs taxes on exports.

Fiscal benefits will be granted case by case, upon
request of the interested parties addressed to the flinister
of Finance. who may also grant general exemptions, according
to regions. activity sectors and products.

gihec incentives way be granted to foreign
investors. such as benefits and special priviledges,
provided for in the legislation in force, specially when:
reinvest exportable profits, develor relevant social
actions; develop important actions in training national
staff.

The Minister of Finance together with the Chairman
of the Bank of Angola. may authorize foreign companies to
use internal and external credit to finance their
investments according to the legislation in force.

From the fiscal point of‘vieu, foreign investors
will be submited to the coun;rg’s regulation in force in

ejual conditions to other companies in operation in Angolas




the celebration of agreements between Angola and other
nations are also expected, to avoid double taxation on the
capital and respective incoses.

On July 24th 1989 (Resolution No&/89) the Counsil
of Rinisters defined priority areas for the allocation of
foreign resources. In this way, foreign investors should be
specially used to promote exports and to substitute or
reduce imports, namely i. the following activities:
agriculture, food processing industry, wining, fishing
industry and by-products, 1light industry, specially the
production of mass ccnsumer goods. namely for agricultural
support: construction weaterial industry which would perait

social housing developments in order to improve the

standards of living of domestic population.
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The Foreign Investment Cabinet (GIE) will Dbe
responsable for the selection of the projects according to
the above mentioned priorities considering the actions being
developed in eack industrial sub-division; according to the
PRE, special priority will be given to those which perait
the recovery of existing equipment and infrastructures.

The regulation of the law about foreign

65

investments occured in the beginning of 1990 (Act Nol1/90

dated 8th of January) confirming GIE as an important
organization to coordenate, stinulate, register and control
the foreign capitals invested in the country.

vln relation to the'fiscal_in;entiyes which mnay be
an important attractive factor for international investors,
Act No 1/9 is still vague leaving the final decision to a
casuistic solution wmade by the Minister of Finance and by
the Chairman of National Bank of Angolas thus, we must
mention that many developed and developing countries
stisulate investments by means of a clear and objective
regulztion about which duties and benefits the foreign
investor will have in case he wishes to operate in that
country.

However, during the mission in Angola, we observed
that the government had not yet regulated matters about:

-~ Dividends and Profits: once the company’s

capital has been fully ., ecribed. the State guarantees the

annual export of dividenus and profits out of the country.
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according to the accounting criteria generally accepted by
the Entreprenecurial Account Plan. The annual reamitences of
high amounts w=ay be scheduled on time, in the conditions
that will be fixed by the Minister of Finance, if they may
be susceptible of aggravating the balance of foreign paument
deficits.

- Domestic Credits: the foreign companies will be
able to obtain internal short term credits (less than one
year) in the sawe conditions in effect ¢for ihe local
companies. The MRinister of Finance and the Chairmsan of the
National Bank of Angola will regulate the access to internal
nediu-'and long term credits, which will only be used by
companies with fully realized capital.

- External Credit: will z1s0 be regulated by the
Minister of Finance and the Chairman of the Mational Bank of
Angola.

- Fiscal Incentives: 90 days, after January 8&th
1990, the Mfinister of Finance could approve the fiscal
incentives to be granted for the promotion of priority
activities reserved to the foreign investors.

- state-Owoed___Coeeanies__law: the 11 MPLA
Congress-Labour Party defined new rules for the State
entrepreneurial activities, in order to improve the
sanagement conditions and increase autonomy to reach both

sajor work and production efficiencys thus, it was

considered indispensable:
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- To improve the conditions for plan preparation
and execution of state planning and strengthen public
company’s autonoamy;

- To stinulate company’s efficiency and
profitability and the productivity of their workers:

- To create conditions for state-owned
nanu?acturlng companies to have wmajor influence in the
distribution and trade of their products:

- To isprove the proéess regarding the
constitution and organization of the state-owned companies.

Consequently. the Popular Assembly aproved law No
11788 dated 9th of July, known as State-Owned Company taw,
which establishes several rules that will improve state-
owned company administration and increase the growth of
domestic industrial production; asong the wmost important
seasures we can mention:

- flanagement Autonomy: the state-owned comspany wmay
achieve wide management autonomy, being responsible for all
issups related to its social and productive development. I?
provides that the management is of the entire responsability
of its agencies, once other entities outside the companies
do not have the right to interfere in its management or
functioning, except for in the cases and forms provided by
law.

- Financial Autonomy: the state-owned company must

obtain income revenue of its activity that may be granted

under the laws and their by-laws, to cover every expenditure
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related }q the exec;tlon of its social objective; the
financing of tts.state—ouned company activity will be done
by its own means, prosoting the reimbursement of credits in
the stipulated conditions.

- Economic Profitability: the state-owned company
‘sust perfora its activity efficiently, in order to maximize
the profits, without damage to its obligations related to
rational resource exploration, labour protection and safety
and environment protection.

Although positive aspects were found in the State-
Owned Company Law, the results obtained until now do not
sake possible the retaking of the historical production
levels reached during the 1970’s and the 1980’s. On chapter
2.3 the main obstacles for sectorial development have been
analysed, but we must point out some of the most important
factors that are hampering the industrial growth: inadequate
labor training., lack of financial and material resources and

excessive governaental centralization on entrepreneuricl

activities.
E - Factors That Hamper Industrial Growth

There are several factors of militar,
sacroecononic and sectorial origins that hawmpe. industrial

growth in Angola, &as mentioned on chapter 2.1.

During our visit te local enterprises we tried to

detect the major problems affecting industrial production.
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Interviewed entrepreneurs pointed out the following
obstacles: (i) lack of production inputs from domestic or
international origini in this 1last case there is a general
complaint about "plafond” limitationsi (ii) frequent cuts or
total absence of electrical power (iii) insufficient offer
of qualified manpower; (iv) lack of water for domestic
consusption and production obliging some companies to

transport the product on trucks.

In several visited companies we verified that

there was a lack of necessary imported inputs for industrial
production; in others, however, production interruption
occured because of other factors, for instance, the major
part of imported inputs were not wused for production,

between 1985 and 1986.

TABLE 24 - IMPORTED INDUSTRIAL INPUTS

(Billions of K2)

1985 to 1986 Z
Acquisitions Consumption (2):(1)

(1) (2)

- O = e sy e oA - - — . S > S A b 4D =

Inputs and Raw Raterial 122,0 60,0

Acessories and Spare Parts 204,8 é1,4 -
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Amongst other factors that hanpe; production
several coapanies sentioned the following:

- Iaproper maintenance of the equipments:

- Poor or even inexistent telephone

cosmunications;

- Insufficient ) passenger and cargo
transportation; |

- Eaployee’s cafeteria with limited availability
of food products once companies do not find them in the

local market;

- Excessive state bureaucracy inhibiting
entrepreneurial creativity and autonowmy;

Afterwards we compared the data obtained during
the interviews with the informztion stored by GARE about the

sajor obstacles that hamper industrial production, obtaining

the following results:
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TABLE 25 - OBSTACLES T0 PRODUCTION GROWTH (X)

———n A e e S - e e e E G e EmE e e S e - - - =

1985 1987
Reasons TOTAL Statal Aixed Private TOTAL
Human Resources 17 18 - 8 16
Inputs 43 52 42 61 52
Power 17 16 14 14 13
Hater 7 5 3 8 é
Equipments 7 ] 15 S - é
Others 7 11 7 3 7

---—--————--o—--——.----'-—-——--—-——--——-—---.-.——----—.---—.-——--—.

Sources: GARE and UNIDO

3 - PROGRAMME FOR THE I1 DECADE

3.1 - Governmental Objectives and Strategies

since the country’s independence in 1975,
Angola’s industrial policy has not been defined with clear
objectives. One uear after, the Central Comsmittee of the
Popular Movement for Freedom of Angola (MAPLA) adopted 2
favourable attitude towards the recovery of domestic

production; however, it did not point out the national

priorities.




Later on, relatively important new investaents
vere sade in the textile and siderurgical sectors; in this
last case. the governaent wanted to stisulate the
developmewnt of heavy industries.

The 1980’'s, however, were - negative for the
sector’s growth because the foreign exchange crisis
prevented the acquisition of industrial inputs, of which the
sajor part came from foreign suppliers.

Conseauently, in 1985 the Second Congréss of the
APLA emphasized the need to save foreign currency.
Therefore, the producion of mass consumer goods which
reduce. imports, the concession of incentives for
agriculture, and growth of exports, started to have an
jmportant role in the industrial development policy of
) Angola.

Policies that stimulated industrial growth,
however. did not give the necessary atention to the
economic-financial feasibility studies for the existing
industrial complex; the wmajority of industries were
intalled in the colonial period, and started to work after
inde-endence in a different industrial environment, with
louer availability of Hhuman., material and financial
resour:es.

Thus, the economic feasibility studies for state-

owned projects can be a very important tool for future

industrial development of the country, because it will allow
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for the .efficient resource allocation and will indicate
which are the institutions that sust have to be closed.

At this point. we wsust emphasize th; isportant
work done bu RIN viewing to evaluate a set pilot companies
that will be kept in operation. absorved by viable
institutions, or will be finally closed by the government.
In short, this evaluation sethodology should be also
followed in other sectors »f econosy, aimming to optimize
the use of what is so scarce in the country: available
capital for economic and social development.

flore recently the II Congress of mPLA/Labour Party
decided to adopt an ambitious programsme of economic and
political rehabilitation viewing to meet the main objectives
in the period 1986-19902

- Yo give absolute priority to the country’s
defense needs;

- To attain major efficiency of production, and to
improve vhe supplies of goods to the population as a pre~
condition to guarantee the economic stabilization process;

- To give priority to economic relationships with
foreign countries and increase evports as a determinant
fauctor for the national econom: equilibriumss’

- Yo give priority to the basic use of national

staff and streamline international cooperation;

- To improve the socialist planning aethods?’
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-~ To reforaulate the Economy Direction and
- Management methods, appluying wmore effectively the value
rates.

The proposed objectives, however. were not
totallly attained until the beginning of 1987, with
exception of the absolute priority for militar activities.
Thus., the Central Committee of MPLA decided to adopt an
ambicious programme of Economic and Financial Restructuring
(SEF) aimming specially at: the improvement of the the
planning management suztes, the currency stabilization and
the economic recovering.

The most isportant <cteps to achieve financial
stabilization include: the reduction of budgetary deficitss
financial recovering of public enterprises; establishment of
new roots to finance the public deficit; the refora of
domestic credit systea; the rescheduling of the external
debt; the adjustment of both the exchange rate and
government controled prices.

Later on, the Plan for tconomic Recovering (PRE)
was prepared for 1989-1990. in order to coordinate the
implementation of the reforas, establishing regulation for:
smacroeconomic adjusteent; resume of past production levels;
exchange rate and foreign payments policiess budgetary and
financial policie:: as well as the salary policy.

In the area of manuf -turing industry three major

goals were fixed: rehabilitaion of prior ty productions,

promotion of small and medium scale enterprise, and




reorganization of state-owned economic wunities. Thus. the

governaent intended to: increase national production,
stimulate imports substitution, improve entrepreneurial
management, increase inter-industrial relations, and give

priority to industries depending on domestic inputs.

During the meetings in Angola, the mission noted
that authorities are adopting other favourable measures for
industrial development besides the imports substitution
policy fixed by the PRE; thus. the governaent trieé to speed
up the introdution of the following principal measures:

- Stimulate the entrance of foreign capital
according to regulamentation of January 19903

- Restructure and increase public cowpany’s
autonomy;

- Develop or regulate exchange rate and currency
policies which will stimulate sectorial development;

- Rehabilitate production of state-owned  units
which are consi 'ered obsolete;

- Gtimulate major participation of private capital
in the manufacturing sector;

- Privatize non priority state-owned companies

- Improve the technical qualification of local
vorkers by means of professionsl training programmes
according to the country’s needs;

-~ Raise the use of the available production

capacity. instead of eaking new investments to enlarge the

production industrial complex;
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- Deconcentrate and decentralize the industrial
production by aeans of governmental support to small and
mediua scale enterprises;

- Re-dimention the public sector stisulating

cospanies to solve their financial difficultiess;
3.2 - Selection of Priority Investment Prograames

The selection of ;prioritg programsmes was done
according to the basic objectives of the I1 IDDA and the
already known governmental plans to recuperate and elevate
industrial production of Angola; ue also took in
consideration several analysis done by UNIDO. The World Bank
and other public and private organizations indicating which
indicated the wmain policies adopted in the last decades for
industrial development in subsaharan Africa.

Thus, in cooperation with the Ministry of Industry
and IDI, other ministries and public and private companies,
we selected vprioritary projects according to the following
criteriasl

- Rehabilitation and expansion of existing
productive unities viewing at the recuperation of historical
production levels to meet the local population needs;

- Stimulate imports substitution and foreign
currency savings, by means of wmajor utilization of the

already installed industrial capacity;
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- fajor u;e of existing industrial capacity and
do-estié ;vallable resources for local market production:

- Development and expansion of Angolan agro-based
industry;

- Intensified use of domestic labor for production
“and assembly of industrial products addressed to local and
regional markets;

- Incentive for the export growth of sanufactured
goods;

- Developsent of industries based on wmineral,
forest and other national resources;

- Investments in necessary infrastructures for
manufacturing rehabilitation and growth;

- Improve the quality and expand professional
training of human resources viewing to wminimize elevated
absence of capable labor;

- RMaintenance and production of spare parts for
used and obsolete equipments, wmany of which are no longer
produced by world-wide industry.

The major part of available data on the selected
projects and the amounts of Préposed investments were
obtained by the technical team of IDI. in cooperation with
other private and governmental institutions. Due to
obstacles found %o collect information, it is possible that
the data ure not totally reliable. Consequently, a future

review of the investwents per project will be necessary

(during the first two years of the Il IDDA)Y trying to
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evaluate its economic-financial viability, and to effectuate
an eventual reallocation of resources for solid and
feasible projects. Thu;, IDI. in colaboration with other
angolan ministries, will be able to ciordenate and propose
measures to increase the efficiency, competivity and
profitability of projects, stimulating cost reductions and
the growth of operational revenues of industrial
enterprises. In such case it would be convenient to use the
UNIDO team (UNIDO Economic-Industrial Feasibility Studies)

that is actually supporting GARDS (RMIN).
4 - INVESTMENTS PROPOSED FOR THE 1I ODECADE
4.1 - Rehabilitation and Consolidation Progracees

These prograsmes are very important for Angola’s
industrial recovering and production growth. The analysis of
the sector (Chapter 2.3) points out that the country has a
diversified manufacturing complex that, however, operates
inadequatly. having attained less than 254 of its available
capacity in 1989. Thus, we propose the three main action

programmes for the 1. I0ODA:
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A - Rehabilitation of Enterprises and Industrial

Policy

The present stage of doamestic development,
demands a coordenation of national efforts to set wup an
efffclent industrial policy that must avoid waste of scarce
available resources. Thus. the government decided , with the
support of UNIDOD (1), to create the IDI to act as the
domestic agency for coordinationg the Stirastegic__Pspagepep}
of__Jpdusirial_._Deyeloppent of  Angola, according to
communication from the Ministry of Industry to UNIDO
("Assistance to the Industrial Recovering Programme of
Angola” -~ No 2945/6VUMI/9¢(), :nd the conclusions of the
report on "Industrial Structure and Development of Angola”
(2) for the period of 1991-1995 (5th Programme Cycle of
UNDP). Consequently, IDI, acting in the highest ministry
level, will have an important role in the coordination and
deve}opment of industrial rehabilitation programmes,

stimulating the cooperation between the main agen*s: public

and private industries, suppliers, distributors,
transporters, financial institutions, technology and
(1) UNIDC - "“Report on High Level Headquarters Mission- to

the People’s Rerublic of Angola”, Vienna. 22 November 1990,
(2) PASSUS, Carlos de Faroc - " Estrutura e Desenvolv -

Industrial de Angol«"; UNIDO, September 1990.
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formation centers, etc. Additionally it can also contribute
for sectorial growth through the following main activities:

- Stimulate increased participation of the
private sector in industrial development;

- Direct industrial growth to value the
potentialities in order to fulfill the needs of the
population;

- Strengthen small and wmedium scale industries
working with large local industrial projects, using their
products and supplying the necessary inputs;

- Transfcrm the present industrial repair and
paintenance structures into more dinamic units;

- pDevelop a national system of normatization and

quality control;

- Intensify the technical trainning of skilled
labors

- Promote technological innovation through the
creation. implementation and operation of the future
Institute of Industrial Property;

- Propose macroeconomic measures and an industrial
policy that vprovides growth for the sector and the country
as a whole;

- Support the promotion and coordination of
activities to obtain foreign resources for industrial

development (The World gank, IFC, BAD, etc.);
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.- Propose, with competent channels, the creation
of fiscal and credit subsidies favorable to industrial
development;

~ Define the main institutions that would take
part in the IDI activities, such as: the Ministries of
Industry, Coamerce, Planning, Finance, Construction,
Fishing, Transport, Agriculture, Education, Energy and
Petrol, etc., BNA (National Bank of Angola);

- Propose a medium and long term industrial
policy, which suits national needs and takes into
consideration the following aspects: public vpurchasing,
subveniions and direct transfers, research and development
support. industrial reorganization and restructuring with
support from the State, subsidies for the development of
poor regions., implementation of infrastructure projects to
increase demand., a temporary macroeconomic growth policy to

increase demand, establishing customs tariffs to protect the

local industry, etc.
B - Public Enterprises Revitalization

The state-owned enterprises play an important role
in the industrial sector of wmany African countries. In
Angola. it is even more important, because after
indepcndence in 1975. there was a growing intervention of
the state in the country’s ecoéouic life, once the socialist

government system was established.
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In the wmanufacturing sectér. the results of an
excessi;e'centrallzation of the decision making prdcess has
contributed for the drop of productive and financial
efficiency of public companies. However, we wmust aention
*hat other military, macroeconomic and human resource
factors also contributed significantly for the productivity
drop of the public sector.

Angolan government, therefore, becoming aware of
the low dynamism of its enierprises decided to introduce a
redimentioning, recuperating and revitalizing
entrepreneurial programme that wust be suprorted by
international community by means of the following projects:

Eptreerepeurial_Bedisenliopipg programme smeans a
partial, or total privatization and/or rehabilitation of
public enterprises. Thus, the government selected several
institutions of the following prioritary branches which are
being submited to rehabilitation and restructuring (3):

A - Food Processing Industry: Breadmaking,
grinding, sugar-yielding, oils and soaps, beverages.

B - Light Industry: Textiles and clothings, shoes,

school suppliesmaterial, packaging and construction

materials.

C - Heavy Industiry: Metal-mechanics, packaging,
working means and equipments for agriculture and rural

productions.

(3) PASSO0S, Carlos de Faro - Op. cit.




.Ue sust egphasize that the rehabilitation process
aust be directed to those enterprises that present, in a
preliminary analysis. the technical, economic and financial
feasibility conditions, because the present situation of the
country does not permit any waste of financial and other
resources. This work will be complemented with the support
of other sources of financing. Thus, it is important to
complet each entreprise evaluation by making a study of the
economic and financial viability of the projects; in case
the undertaking shows technical, operational and financial
inviability, authorities should direct the available
resources to the rehabilitation of another vprioritary
institution.

Evalustion_and__Privatization - Total or partial

privatization, of public enterprises mavst be proceeded with

foreign technical support for the revision of
entrepreneurial evalutation methodology and for the
recycling of professionals who will have such tasks
(specially in the case of medium and seall sca’ ‘terprises

to be privatized in the provinces).
The 11 10DA programme must preview a permanent
perfectionement of public and private managers in the most

important industrial regions, <such as Luanda, Benguela,

Huila and Huambo.
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c - Preventive MNaintenance and Spare Parts

Production.

Preventive saintenance of equipmwent is nearly
inexistent in Angola; corrective maintenance 1Is also
inadequate, and not realised in a timely way, as there is a
great shortage of both specialized labor and spare parts.
Consequently, the 1! IDDA should give considerabie support
to industrial wmaintenance. through domestic organizations,
such as the Industrial Mfaintenance Enterprise (Empresa de
ﬂanuteﬁcio Industrial EMIN), in Luanda, that has received
technical and financial support frosm UNIDO, and has
developed and important role in industrial maintenance in
) Angola.

Thus, the 11 1DDA prograsme should support
governmanetal request sent to UNIDO for the implementation
of: (i) classification and evaluation of the wmaintenance
centers existing in the country and (ii) a training

programme for industrial maintenance.
4,2 - Programme of Expansion and New Investments

Based on the criteria indicated on chapter 3.2 we

selected the vpriority enterprises to participate on the

programmes of evpansion and new investuents following the




Angolan classification of weanufacturing subsectors: food
processing , light and heavy industry,

The enterprise selection prioriti:ed. the state-
owned institutions due to their size, strateoic importance
and productive delicate situation compared with the ones of

the private sector.

A - Food Processing Industry

4

In this subsector there was a selection of the
enterprises indicated on Table 26 which have investuent

plans amounting to US$ 4F million during the 1990’'s,
B - Light Industry

In this subsector therg was a selection of 13
enterprises with previewed investments amounting to US$ 107

nillion (Table 27).
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C - Heavy Industry

In the same way as the above subsectors, heavy
.industry is coordinated by the Ministry of Industry; there
were previeued investments amounting to US$ 79,7 wmillions
for the 11 IDDA (Table 28).

During the mission to Angola, an investment
programme for each company was prepared in cooperation with
IDI and manufacturing enterprises, prioritizing: destination
of resources (building construction, equipnents; etc.)s
location of the project, production capacity forecasted;
sources of raw materials, consumer market, etc.In order to
simplify the present document. we decided to maintain the
available detailed information «t MIN and IDI for future use

during the implementation of I1 IDDA.




TABLLC 26 - ULV INVESTMLENTS
Food Processing (US% Thousand)

COMPANY PRODUCT PURLIC REIARILITATION MTV CAPTTAL,  ™OTATL
PRIVATL THVRAT-

CUCA (lluanbo) Neer udl, 4,400 - y 4400
FAL Fisn Taste

& snoke-cured PR - 8an - 820
ICROIS DL CAXITO Sugar PU - 795 - 7085
1¢ DI MAIO Pu : 250 - AS0
4 ce TLYERCIRO ny ' 285 - L1
Inpuve Ndible 041l PR - 12973 12,972
PATADOURO (Luanda) Cattle PU - 8.000 R.NNOND
MOIBCH (Lobito) ‘‘heat & Corn PU - 750 750

! Flour

OTHLRS (25 companies) Dakery PU - 8.300 8.300
SOFANCO (Refrinor) BLVERACGLS PU 10.126 - 1n,126
TOTALS . 12.667 a2.,453 27,120

Sources: Ministry of Industry. GARLC. IDI, Companies.
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TABLE 27-NEW INVESTMENTS
Light Industry (USS$ Thousand)

COMPANY

PROLUJCT PUBLIC REHABILITATIONM MLV CAPITAL = TOTAL
PRIVATE INVFEST.

AFRICA TEXTIL Textile PU - $.000 - S.000
AGRAHN Insecticide PR - 2.000 - 2.000
CNEPA Plastic Goods PU - 1.000 - 1.000

and Spume
RATION PLANT (Luanda)Animal Rations PU - 14,760 - 14,760
RATION PLANT
(Benguela) " " PU - 10.620 - 10.620
FIBREX PVC Tubes

Raffia Bags PU - 375 - 375
GADIL Cleaning Prod. PU - 391 -480 " 871
IMAVEST Clotheswear PU - 5.000 - 5.000
MAKUTAHNGA School Books PU - 2.000 - 2.000
PANGA - PANGA Presses Wood PU 1.100 43.833 2.864 47,797
SACOLAS Glues PU - 5,000 - 5.000
SODETE Scaps & detergent PU 4,949 - - 5.000
TEXTANG Il Textiles PU 7.933 - - 7.933
TOTALS 13.982 89.979 3.344 107.305

Sources: Ministry of Agriculture, Industry, GARE, IDI, Companies.

Q98
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TABLE 28 - NEW INVESTMENTS

Heavy Industry (USS$ Thousand) - '

COMPANY

PRODUCT PUBLIC REHABILITATION NEW CAPITAL TOTAL
PRIVATE INVLEST

ALGAG Agricultural

Tools PU - 340 - 340
AVILA LCletric Cables

and Vires PU - %5.000 - 5.000
LCL Paper Packages PU - 3.422 - 3.4022
CLAN LClectrodes PU - - 224 224
CHEMEL Metal Furniture

for offices PU - 123 - 123
LRT Radio,Television

and Sound Sets PU - 5.000 - 5,000
FATA Galvanized Tubes PU - 34,981 1,472 36.453
MCTANG Ondulated Zinc |

Sheets PR - 4,430 15.682 20,112
FUNDAL Foundry PU - 1.000 - 1.000
METANGOL Metal packages PU H 2.765 - 2.765
VULCAP Rubber and Tire .

recapping PU 4,480 - 800 5.280
TOTALS 4,480 57.061 18.178 79.719
Sources: Ministry of Industry, GARE, IDO, Companies.
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.D - Construction Material Industry
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The perspectives for the develormnent of this

sector are promissing, once Angola owns large aining
resources which are easy *o explore, for the production of
cement . tiles, glased tiles. and other products for the
construction sector.

Presently, in the case of ceramic products the
government is developing a project for  industrial
rehabilitation and conversion, together with a foreign
enterprise, aimming at the nodernization' of factories
locatgd in the region nf Luanda ( First of May, N'GOLA and
KILUANGE. Eleventh of November). For the 1I IDDA programme

other projects were selected that attained an amount of USS

7,% million.

s id




lda

88

TABLE 29 - NEW INVESTMENTS: CONSTRUCTION SECTOR
(Uniceramica) .

FACTORIES PRGDUCTS US$ THOUSAND
1o de BRailo (Cacuaco) Bricks 658
N’Gola Kiluange » 7485
11 de Novembro - 1.260
Kilamba Kiaxi " 665
fifangondo ” 365
Catete " 995
Cafra Bath.fixtures 1.286
Projects viaced Tiles 80
Other 1.886
TOTAL 7.761

e e e Em A e E E e EE e eE Te B E e TR YT C T EEEr -, E e e e Wi - -—— - o

Sources: UNICERAMICA, flinistry of Construction

E - Fishing Industru

The Ministry of Fishing selected some shipyard and
fishingsupport rehabilitation projects amounting to US$ 6,7

million.
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TABLE 30 - NEW INVESTRMENTS: FISHING SECTOR

(US$ Thousands)

_---—_-------—----------------——-----gg—_____—--—------__--.

- - —— g - — - G G S em A e @ - o = R e e ED T WSS e e s D

ENTERPRISE PROJECT

ENIPESCA shipyard

Crafstman

fishing support
" [ ]

TOTAL

Cabinda
Bengo

Kwanza do
Sul

Zaire

ANNUAL INVESTNENTS
CAPACITY
21 BOATS 2.200
720 tons 1.500
" 1.500
" 1.500
6.700

PR atatiasthtad i ettt - o Em e v e o e e

Source: Ministry of Fishing, 101

F - Aining Industry

The Angolan

government

mining exploration and production

aillion,

selected projects for

amounting to USS$ 10.35




TABLE 31 - NEW INVESTRENTS: MINING INDUSTRY
(US$ thousands)
UNITIES PRCDUCTS LOCATION AARKET INVESTMENT
(Nat/Int’1)
Pocarica na South T TTTTTTTTC
Conda Quartz Kwanza Int’l 7.200
Quindonocaxa Phosphorus Zaire Nat/Int’1 1.207
RORENINA fiarble Lobito . 497
ENDIANA Diamonds Lucapa int’1 680
INAGED Geological - - 766
Research
TOT AL 10.350

. e S e e - e G- e e e m TG e reS e EEEeS e te .. e-Ee e e e a-—-y s -

" Sourcec: fMinistry of Industry, IDI.

6 - Phareaceutical Industry

The Ministry of Health decided to set wup an
essencial wmedicament industry (antiscptics, aspirins,
ointments, suppositories. etc.) with production wunities
located in Luanda and Benguela;: the enterprise also previews
professional training. better domestic distribution, and
production quality control. 'An investaent amounting to

USe 37.7 million is expected.

0
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4.3 - SUPPORT PROGRANNES

The Rehabiltation, Consclidation, Expansion and
New Investments prograamses presented above (Chapters 4.1 and
4.2) have an ic-ortant role in industrial expansion of
Angola during the II IDDA. We must emphasize. however. that
the following support progi:mmes are important tools for
integration between the several indus'rial subsystems and

for the self-maintained arowth of the sanufacturing secter.
A - Human Resources Development

Like other Latin American and African countries,
Angola has a shortage of qualified professionals, to manage
the different sectors of economic life. In the sanufacturing
sector, for exasple, the lack of qualified professionals is
known as one of the major obstacles for production growth.

Therefore, the programme of II I1DDA proposes
significant support for training and development of human
resources necessary for industrial expansion. Consequently.
is previewed an investement amounting to USss 20 million until

the year 2000 according to the following priorities:

?1




A.1 - Professional Education

To evaluate the needs. optimize existing resources

and train workers in the professional education area, mainly
.in the field of maintenance and industrial repair, providing
an opportunity for skilled training (lathe operator, nilling
sachine operator, etc). This work must be done according to
a Aultisectorial Comission level created by the governaent
for this purpose with the sup ort of the International
Labour Organization (ILO).

It is important to smention that the government has
sade & tremendous effort to educate workers by creating 135
professional centers installed troughout the country.
However. results are still very limited due to low use of
installed capacity - only S53% (5.515 over 10.040 available
seats).

UNIDD wmust concentrate its support in the
evaluation of the present situation of professional training
in the manufacturing sector. and the introduction of

measures that will allow adequate profescional training,

optimizing the scarce available resources.
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A.2 - Entrepreneurial Financial Inforsation

It is necessary to set up a new information suystea
to facilitate the professional autonomy of public and
private managers and the business perforsance follow-up that
aust be done by the government at Provincial, Sectorial and
National levels .

Consequently there is a need for trainng workers
and supporting the implementation of accounting-financial
systems compatible with the several industrial subsectors.
This kind of assistance will be very important for the
enterprises redimentioning and privatization vprocesses,
because the data presently supplyed by the companies is not
totally reliable; this support sust be coordinated with the
IDI. GARE (Ministry of Planning) and GARDS (Ministry of
Industry).

The reactivation of accounting centers located in
mwain industrial regions is also previewed, as well as the
introduction of information suysteas for management and
project supervision on a sectorial level.

Information development is a very important tool
to qualify public and private wmanagers for preparing
feasibility studies, viewing to detect solid entreprises

from the economic-financial point of view.
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A.3 - Top Management of Enterprises

Evaluate the needs and prepare top and wmiddle
level executives fros state-owned companies which need aore
autonomy and better operational efficiency. Considering the
present economic. educational. industrial, political and
aflitary situation in the country, it is desirable to
implement educational programs in the area of industrial
organization and msanagemert such as: production, planning
and control. aquality control, organization and asethods.
financial management, inventory control, industrial plant

lay-out, etc.

A.4 - Inprovement of University Courses

Agostinho Neto University carries out several
courses in Luanda (70Z of inscriptions) Huambo (10Z) and
Lubango (7%Z), besides correspondence courses (13%). The
University offers low quality teaching. mainly due to: (i)
divergence between social needs and the given courses; Cii)
insufficient nuamber of full-time teachers; (iii) low
efficiency in the use cf available resources (in Luanda, for
instance, unefficient wurban transportation prevents the
adequate use of buildings spread out around the city): (iv)
inadequate offer of books and other reading materials;: (v)

low qualification of students in preparatory courses (vi)
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low quality of equipments and laboratories in courses such
as Engeneering, Agriculture. Medicine which need adequate
aquisition of material and saintenance.

Consequently, the 1I1 DIDA programme recomasends
support for the improvemsent of wuniversitary teaching,
specially in the faculties of Agriculture, Engeneering,

Economy and Sciences.

B - Infrastructure Rehabilitation and ODevelopment

Angolan infrastructure is very deteriorated,
sainly due to a long military conflict period (30 years).
Rehabilitation and reconstruction are, therefore, very

important factors for the recovering of industrial growth.

B.1 - Energy and 0i!

The fRinistry of Energy and O0il prepared .n
investment programme for II IDDA estimated in US$ 1.378
eillion.

Eaecay - The operational start-up of the
Hydroelectric of Caranda (520 aw) will be the =main
development in the sector during 1990 - 2000, to cover the
shortage of power from 1993 onwards and to make pos.ible:
(i) the linkage of North, Center and South suystemse; (ii) the
regulation of River Kwanza’s currenti(iii) the growth of

Cambembe’s production capacity.

s be




During the first half of this decade the
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gsovernaent intends to concentrate activities towards the

rehabilitation of this sector in the following areas:

- Production: recuperation of generating unities
in Cambembe; rehabilitation of Lomaum power plant;
recuperation of Bipio river dam and generators; recuperation

of Ratala river dam; recuperation of Gove river dams.

- Transmission: Rehabilitation and enlgrgenent of
Cabinda. Biopo. Viana, Luanda and Gabela sub-stations;
rehabilitation of the transmission lines Biombo-Huamba,
Cambambe-Luanda. Metalo-Namibe.

- Distribution: Rehabilitation of the electrical
network of the main cities in the country: Luanda, Benguela,
Huambo, Namibe, Cabinda, Malange, Ouito, Sumbe and others.

In the field of sectorial expansion and
development, the following investments outstand (second half
of the 1990’s):

- Procuction: Operating start of Capanda (2 x 130
mw)j} emergency diesel group in Lubango, To-bu; and Kuito,

- Transmission: Construction of the lines:
Capanda-Cambembe, Gabela-Biopio. Chinguar-Kuito, Cambembe-

Luanda, Capanda- Lucala, Lucapa- Ndalantado, Biopio-Lobiton,

Lasaun~Lubango.




TABLé 32 - NEW INVESTHMENTS

Energy Sector

START

. 3 MW Diesel in TOMBWA
. 3rd group 13.6 MV in fMatala
. 68 KV Line CATUMBELA-BENGL:LA
. 68 YV Line CHIGUAR-KUITO
e 229 KV Line GABELA -BIOPIO
e 220/150KV Substation BIOPIO
with a transformer 150 fiVA
. &6 MW Diesel in LUBANGO
« Central with 2 groups 120 AV CAPANDA
. 220 KV Line CAPANDA-LUCALA with &
220 KV fixed cost substation LUCALA
220 KV Line CAPANDA-CABARSE
110 KV Line LUCALA-PAMBOS of SONHE

150 KV

Line

3 MW Diesel
220 KV Line
220 KV Line

BIOPIO-LOBITO
in TOBWA
CAPANDA-GAMBELA
GABELA-BIOPIO

40 KV Line CATJRBELA-BENGUELA

6 AW Diesel in Kuito

150 KV Line LOMAUM-LUBANGO
Static Compensator - 50,100 fivar
in LUANDA (VIANA)

. 3rd Group 130 AW central in CAPANDA
. &6 MW Diesel in TOMBUWA
. 6 MW Diesel in KUITO

. 150 KV Line BIOPIO-BENGUELA

- . e e e W g em G MR erEm e Y S M E Ao e

22.400

3.628
3.690
1.105.000

9.213
13.220
$.777
2.400
1.845
20.564
24.935
1.065
3.690
25.992

9.385
80.000
3.590
3.6%90
4.433

—— e m - --- -

L ettt ok A b ol ddh

Source: "Contribution for the Country‘s Programme (Decade

1990 - 2000)

Ministry of Energy and Oil
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.011 - The following main activities are previewed
for the 1II IDDA (i) Continuation of non deep “"ofshore”
research; (ii) reevaluation of the “onshore™ (Cabinda, Congo
and Kwanza);: f(iii) start-up of deep "ofshore” research;
and(iv) reevaluation of onshore basins of Nasibe, Etosha,

"Okavango and Casange.

The results of the first three activities may be
obtained until 1995, persiting an increase of production
and commerce of crude oil, and the construction of one more
oil refinery (possibly in the south of the country, that
will sell output to neighbor countries).

The production of natural gas makes possible local
development of a petrochemical industry, of which
feasibility will depend on the existence of new external
narkets, once the internal market is very restricted.

The Ministry of Energy and 0il did not provide
information about investments for the o0il sector during the
decade of 1990; we know, however, that financial
restrictions may hamper the installation of new projects. To
avoid difficulties it would be suitable to explore one of
the following ways: association between private national
and foreign capitals as it is the case of Cabinda %oday;
association with neighbor countries that could be potential
importers of o0il by-products; and permission for foreign

capital investments,

1 4]
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B.2 - Transports and Communications

The MRinistry of Transport and Conmunications

intends to invest US$ 660 million during the I 10D0A to
rehabilitate and expand ports, raiiroads, civil aviation,

telecommunications and mail.,

TABLE 33 - NEW INVESTRMENTS:
TRANSPORTS AND COMMUNICATIONS

PROJECTS USs THOUSAND
- PORTS:

. Luanda 21.900

. Lobito 82.500
- RAILROADS:

. Benguela (CBF) 346.300
- CIVIL AVIATION

. Airport recuperation (12) 160.000

. Navigation systenm recureration (18) 30.000
- TELECCAMRUNICATIONS

. International 14,700
- MAIL

. Post Office (Luanda) 1.760

. Post Qualification School 2.500
TOTAL ) 659.660

e e ms . e Ee e we - e - - . e m e o mn s S e - — - E e ma e e - - -

Sources: "Strategy for the Preparation of the Second Decade
of the United Nations for Transports and
Communications in Africa", Ministry of Transports
and Communications

B.3 - Highways

The Rinistry of Construction is responsable for

-

planning. construction and maintenance ¢ highwaus.

performing through the INEA (Highway Institute of Angola).




_The present road network is 72.323 Ka long. of

which only half operate all year round.

. Paved roads: 8.923 Ka.
« Soil roads: 26.900 Kn.
. Rudisentary roads 26.500 Km.
The highway netwvort needs urgent repairing,

because, besides the erosi-n caused by wmilitary action,
there are S5.000 Ka of paved roads that had already gone out
of use in 1979 additionally more than 200 bridges are not
in usefull conditions.

This factors difficult passenger and load
transportation throughout the country hampering the
economic expansion and industrial growth. During the mission
it was not possible to obtain data refering to necessary
investments during the I1 IDDA. despite the effort done by
IDI to collect information. Thus, it is desirable that

Angolan government aay include these new investaents in

future revision of the programme for 1990 -2000.

C - Promotion and Development of Small and Medium

Scale Industries

The recent creation of the National Institute of
Entrepreneurial Promotion (INAPEME) is an important step for
sromotion of local small and medium <ccale industrieas.

However. w®uch additional wort wmust be developed with
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governmental support, such as the concession of fiscal and
financial incentives for the expansion of the sector.
Additionally the support of international organizations
(UNIDO, World Bank, ECA. ILO, etc.) will be very imsportant
in the fields of: absortion and transfer of tecnologuy:
product developments; marketing, general and financial
managements; industrial plant lay-out; quality control;
training and others.

| The programme proposed for the II IDDA, previews
the destination of resources amounting toUS$ 5 mi’lion for

the promotion of these industries during the 1990;5.
D - Industrial Credit Promotion

Angolan banking sustem is still wvery limited,
constituted by only two financial institutions, with
agenciec spread out around the country: Nztional Bank of
Angola (NBA) and Popular Bank of Angola. Consequently.
industries cannot count on long term credits which can
stimulate the expansion of the installed capacity, and the
liberation of resources for the companies’ working capital.
Thus, the programme for II IDDA may support the improvement
of the efficiency of the Industrial Credit Gepartment of the
banking system. or the creation of a development bank based

on the experience of other African or South American

developing nations.
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. .The implementation of such institutions must
explore the main sources of available funds, public (budget
allocations), private (ters deposits) or international (The
World Bank, International finance Corporation, ADB, etc). On
the other side, comes the wuse of funds where it s
important to emphasize its main purpose, the terms of the

financing and the eventual subsized interest rates.

E - Projects Promotion

Private sector or foreign capital may performe an
important role in the country’s industrial development by
means of direct investments in productive enterprises, or in
the rehabilitation and expansion of infrastructures. For so.
it is important that the Angolan governmsent, through the
Ninistries of Industry and Planning, may select, evaluate
and prepare a portfolio of existing or projected projects
to be offered to private investors.

UNIDO may support project disclosure and promotion
through their offices located in several developed countries
(Europe and others). Additionally. tecnical support may be
provided through the *“Industrial Investment Division”
selecting available projects and orienting the government.

(GIE), on the preparation of dossiers to be directed to

potential investors.
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5 - AOuALI1IES FOR THE FORMULATION AND IAPLEMENTATION oF

THE PROGRANMAE

5.1 fRodalities for Formulation

The sovernment decided to adopt the methodology of
“Strategic Management” (1) to support Angolan industrial
developaent. Thus, in September 1990 the Industrial
pevelopment Institute (IDI) was created, linked to the
finistry of Industry. that sust receive UNIDO’s support to
elaborate the “terms of reference” of the strategic
sanagement project ifirst semester 1991).

Consequently, it is recommended that the
sanagement and execution of the 11 1DDA Prograame aust be
done in the field of action of MIN/IDI supported by one
paticoal_cecrdenaticn coesiiiee having the highest level of

interministerial decision power.

-----——--_——----—-—-—----—-------—-—--—----.—-----_—-—-—-_.

(1) This wulti diciplinary sethodology S based on the

concept of loduszcja],subsgszgn__ which is a network of

productive activities and services which are developed

around a basic resource. 2 final market and/or a technology.
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A - National Coordination Comitee

The cosites that may act with the- secretarial

support of IDI. will be composed as follows:

1

2

10
11
12
13
14
15
16
17

18
19
20

21

22

flinistry of Industry (Presidency)

- of Planning
- of Finance
. of Agriculture

of Construction

- of Eneroy and 0il
ol of Fishing
ol of Transports and Communications

" of Commerce

- of Education

" of Interior

" of Foreign Affairs
» of Health

" of Labor

National Bank of Angola

Popular Bank of Angola

Industrial Development Institute (101)
National Institute of Medium and Small Scale
Enterprise (INAPEME)

Industrial Association of Angola (IAA)
Commercial Association of Angola (CARA)
Agostinho Neto University 3 Faculties of
Agriculture, Economy and Science

Agossinho Neto University - National Research




. Center

$.2 - Rodalities for laplesentation

The execution of the programse sust planify the
cooperation between several governamental and private
agencies. Consequently. subsectorial strategic management
committees must be created or aust utilize the existing
ones , trying to avoid duplicity of functions and
bureaucratization of process; thus, these cositees aust be
objective, agile and with high decision taking power to
avoid hamper the rehabilitation and industrial development

process during the II IDDA.

A - Subcomitee for Public Enterprise

Rehabilitation and Refors

1 - Ministry of Industry (Presidency)

2 - " of Planning

3 - " of Fishing

4 - " of Construction

S - " of Agriculture

é - " of Transports and Communications

7 - ® of Education

8 - " of Labor

9 - » of Finance

10 - Entreprneurial Redimentioning Cabinet (GARE)

11 Foreign Investment Cabinet (GIE)
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12 - Sectorial Development and Redimentioning Cabinet

(GARDS)

13 - Industrial Development Institute (I101)

14 - National Bank of Angola

Resources

10

11

13
14

15

Subcommitee of Industriec Based on Domestic

Rinistry of

of
of
of
of
of
of
of
of

of

Industry (Presidency)
Planning

Agriculture

Construction

Energy and 0il

Fishing

Transports and Communications
Commerce

Interior

Labor

National Bank of Angola

GARE

GARDS

IDI

laa
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c - Subcomitee of Medium and Seall scale

Industries

1 - Rinistry of Industry (Presidency)

2 - " of Planninge

3 - " of Agricul .ure

4 - " of Construction

5 - " of Fishirg

6 - " of Transports and Communications
7 - . of Commerce

8 - " of Labor

9 - National Bank of Angola

10 - INAPENE

11 - 1D1
12 - GARE
13 - GARDS
D - Infrastructure Subcomitee

1 - Ministry of Transports and Communications
(Presidency)

2 - Ministry of Construction

3 - " of Planning

4 - ® of Industry

5 - " of Energy and 0il
6 - " of Interior

7 - " of Labor

8 - " of Commerce




9 - National Bank of Angola

10 - 101X

11 - IAA

10

11

12

13

(L]

€ - Raintenance and Spare Parts Production

Subcomitee

flinistry of

Rinistry of

" of
. of
* of
- of
" of
. of

Industry (Presidency)
Planning

Construction

Energy and 0il

Fishing

Transports and Commuications
Education

Labor

National Bank of Angola

Industrial Maintenance Cospany (EMRIN)

101

1AA

INAPENE

6 - Human Resource Development Subcomitee

Rinistry of

o of
" of
" of

» of

Planning (Presidency)
Education

Labor

Transports and Communications

Industry
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6 -~ . of Construction
7 - - of Fishing

8 - - of Energy and 0il

L
!

ERIN
10 - ID1
11 - IAA

12 INAPERNE

6 -~ FINANCING PROPOSED FOR THE PPROGRARMAE

The mobilization of financial resources is one of
the main obstacles for the implementation of the I1 IDDA
Prograsme. As it is known the external debt crisis during
the 1920°c obbliged the Third World countries to count
_basically on domestic financial resources because they did
not receive new external loans and started to export
capital for the repauyement of old foreign credits.

DPomestic resources for investments are also scarce
as the major part of developing :ountries' have chronic
public deficits together with ar increase demand for funds
to promote urgent economic and social growth of these
nations.

Angol» is not different from the general rule, and
may be it is in an even more difficult situation, due to
elevated military expenses that the governaent hopes to
eliminate by negociating a cease fire. In 1989, for

instance. public deficit ampunted to %4, billion Kwanzas,
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or rather, 25X of the GDP according to the International
fonetary Fund (IAF).

In the case of investments, the préposed budget
for 1991 concentrates resources into major projects:
President Agostinho Neto sausoleua (around US$ 33 million
and 0.7Z of the budget) and the Hydroelectrical Plant of
CAPANDA (US$ 170 ARILLION and 3.57). Consequently, little

resources will be left for industrial rehabilitation and

modernization.
6.1 - The Need for Funds
The 11 IDDA Programme previews an investment of

financial resources of about US$ 2.490 million for projects

indicated on chapter 4. during the period of 1990 - 2000.
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TABLE 34 - TOTAL INVESTMENT

PSP R e el JE S L R ol ot il il st

RESPONSABLE

1 - CONSOLIDATION, EXPANSION

RINISTRY

AND NEW INVESTRENTS:

Food Processing Industry Industry 47.120
Lisht Industry - 107.305
Heavy Industry Industry 79.719
Construction Industry Construction 7i.761
Fishing Industry Fishing 6.700
finning Industry Industry 10.350
Pharmaceutical Industry Health 39.700
2 - SUPPORT PROGRANRES
. Human Resource Develop. Education 20.000
. Energy and 0il 0il 1.378.045
. Transports and
Cosmunications Transport 659.660
. Small .nd Redium Ent. Industry 5.000
3 - PREVENTIVE RMAINTENANCE AND
SPARE PARTS
Industry 10.000
2.371.360
4 - OTHERS (S57) 118.640
2.490.000

-----------------—----.-—-------_-----—---—-—--o-—--------

Sources: Tables 27, 28. 29, 30. 31. 32,




Information about the vprojectis indicated above
were obtained by the Ministry of Industry/IDI directly from
other Angolan Ministries. ODuring the ‘inal investments
selection, we noted that informations were not allwawys
complete and presented in a convincing way. Thus, we decided
to include a budgetary amount of US$ 118,46 million for other
non related projects such as the roads and highways
recuperation (no available data).

Ve must enphasize., however, that the allocation of
these resources, and the feasibility studies of projects ,
should'be submited to a final revision by the Angolan
government during the three first years of the 11 IDDA

Progranme.

6.2 Sources of Funds

Amongst the traditional domestic sources of funds
available for the Third Morld Countries, Angola will
possibly obtain budgetary resources. Other sources, such as:
domestic savings, bank financing, private investments, will
hardly be available in Jlarge amounts during the first half
of the decade, as they depend on future development of the
banking syctem. major monetization of economy and a better
income distribution.

Another traditional ~source could be state-owned

enterprises’ surplus. However. in view of the existing

¢ aa
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obstacles-to make theas rentable in a short term. we can only
expect for some extra resources, hard to estimate nowadaus,
in the second half of the decade.
As to other extecnal__soucce_of_fuands, Angola can

count on ¢

. lultilateral Loans

. Contributions from Donors Countries

. Techn.cal Cooperation from UN

. Foreign Investments

A - Budoetary Resources

Governmental finances have presented significant
deficits in the last years. In 1988, for instance, there was
negative balance of 56.6 billion Kwanzas, or 28,4 of the

GOP.




TABLE 35 - GOVERNMENTAL FINANCES (Xw million)

e G Em - s m B E T EEe T Ee hm e B -ee BT ETeSe e ,eEeSs - Be T e —EmECtEas me - == =

1988 1989 1990
real estimated budget
- TOTAL REVENUE 63.109 64,875 76.700
- TOTAL EXPENDITURES. 119.730 119.717 132.468
Of which
Capital Expenditure 16.412 17.894 28.850
- BALANCE (56.621) (54.842) (55.768)
FINANCING:
- Domestic (net) 46.391 47.740 $2.26
- Externzl (net) 10.230 7.102 4.50
- GDOP (market prices) 199.900 221.900 -

@ . . = ——— T A P - W - ———— ——— . - - - W T v W G W Am s e e b ED e AT ew S S m e v

Sources: Ministry of Planning, EIU/( 1 USS 29,62 Kw)

Available information does not indicate which is

the annual amount invected in capital formation. If we

consider. however, total annual known capical expenditures

(Kw 28.250 aillion = US$ 974 willion on 1990) we wmay

conclude that it could be possible to allocate an annual

amount of US$ 50 million for the Il IDDA programme.

-4a




B - Multilateral Loans

Angola has received sultilateral loans from
several African. European agencies and OPEC countries.
However, the World Bank did not provide credits until the
end of 1990. because the country was not a meaber of the
Bank; the government counts on these 1loans in the near
future. considering that several staff ne-bers. of this

international institution have visited Angola recently.

TABLE 36 - MULTILATERAL LOANS

(US$ thousands)

ORGANIZATIONS 1989 1990 1991
8AD/FAD 3.820 6.992 ne
BADEA 916 1.100 3.700
CEE (7ED) 11.490 23.186° ne
OPEC FUND - 885 1.770
TOTAL 16.762 31.631 6.157

P I I A

gource: Ministry of fFlanning
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Considering Angola‘s recent experience, it is

.« .

possible to obtain loans from the above organizations,

amounting to US$ 25 sillion per year, during t‘e 1990’s.
Froa The World Bank 6roup ( including IFC and IDA)

we can expect to receive an annual amount of US$ S0 million

considering of the Bank’s past performance in African and

Latin American countries.

C - Contributions from Donors Countries

Several European countries have contributed with
annual grants to help development of developing countries.
Considering recent - experiences, contributions amounting to

US¢ SO0 million may be expected.
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. TABLE 37 - CONTRIBUTIONS FROM DONORS COUNTRIES

- - P T e G G A T A S MR L N S S MG ErS G T e - e - -

COUNTRIES 1989 1990 1991 1992
- SPAIN 5.541 4.040 4.219 1.405
FRANCE (CCCE) 5.250 5.078 8.684 11.050
FRANCE (donations) 1.240 1.129 2.219 1.658

ITALY 2.531 7.000 10.000 ne

) KUWAIT 1.099 834 1.200 -
NORWAY 2.46863 638 580 -
SWEEDEN 30.369 31.677 24.233 18.000

USSR 500 350 - -
TOTA LA 48.993 50.746 51.140 31.821

- e e e E e e e EE TR EEGEEE R E T T e EE S et e e e e - -

Source: Ministry of Planning

D - Technical Assistance from the United Nations

The United Nations system has contributed with
diversified support for economic énd social development of

Angola. Therefore an annual contribution of US$ 25 eillion

aay be possible.




TABLE 38 - TECHNICAL COOPERATION FROM UNITED
NATIONS ORGANIZATION

* (US$ Thousand)

T S S R S T T E e s E et st e r v r ot o c e e s s rr EEmes e e rrrmeemeee oo

ORGANIZATION

10.982

79

FENU

PAN n.e n.e n.e

OnS 1.156 1.135 1.000

UNICEF 6.530 7.700 7.700
" OTHERS UN 664 221 156

21.251 21.222 15.330

Source: MNinistry of Planing
To conclude wve wmust mention that external

assistance to development (mustilateral loans, contribution

from donors countries and technical cooperation from UN) way
contribute even amore for Angola’s development and for the
inplementation of the 11 IDDA prograsme, Available
information indicates, however, that the country has not
been very efficient in liberating previously agreed

financial grants: between 1989-90. for instance. only 257 of




the total amount of reso

governaent, therefore,sust ev

urces was disboursed.

The

aluate the inefficiencies (of

unknown origins now) in order to solve thes and increase the

entrance of foreign aid.

TABLE 39 - EXTERNAL PUBLIC AID FOR DEVELOPRENT

--_-—-——--—_-u--—-—-----------

Agriculture

Culture

Education

Energy and 0il

Housing and Urbzn Develop.
Industry

Commerce

Fishing

fineral Resources
Iransports and Communications
Health

Administration, Work and
Planning

Aultisectorial
Construction

Others

TOTALS : AGREED 1.
DISBOURSED(89/90)

Source : Ministry of Planning,

AGREED ANOUNT
(US$ thousand)

896,4
45.328.9
28.309,8

107.781,9
115.767,2
1.698.8
24.079,3
573.5
167.669,2

122.110,7

16.144,1

2.664,5

179.836.9
027.639.2
259.056,7

16.3

11.9

[ i _---------_--—-—------------




E -~ Foreign Investaents

Foreign capital may contribute positively for

_econosic and social development of angola. After the

enactment of the law on external investments in January

1990, there was a sizable interest from international

investors: prelisinary concsultations amounted to more than
US$ 10.1 billion in December 1990.

Recently, foreign investments amounted to US¢ 130
to 200 million per year. according to the EIU Country Report
no.4 of 1990. Thus, it s valid to expect an annual
income of US$ 80 willion of risk capital for the II I1DDA
Programme.

In short, the___sources_of __fuods mentioned above
supply a vpreliminary indication of the resources that could
be available for the II 100A Programme. which ‘must be
reviewed during the first years of the decade.

uss wmillion
- Budgetary Resources . 500.0
- Aultilateral Credits 750.0
- Donors Countries Contributions 500.0
- Technica) Assistance from UN 250.0
- Private Foreign Investments 800.0

TO0T AL 2.800.0




7 - CONCLUSIONS AND RECOMENDATIONS

During the 1last decade. Angola has 1lived with
several obstacles for its industrial, economic and social
developments. Asong these ve &3y remark the internal war as
one of the sost important set-backs that has destroyed
infrastructure, dammaged the domestic production sector and
has spent almost 1/3 of the federal budget besides being
responsable for the disappearance of sany humsan lives:i in
1991, for exasple, the proposed budget still assigns 32.6X
of the total (uUSs 1.590 million by the official exchange
rate) for defense (19.9%} and security (12.77) activities.

The 1990’s, however,are introducing various
managing, economic and political indicators that permit to
expect a better domestic economic performance. Thus, the
political refores (such as sultipartidariss, direct
elections, major opening for foreign capital, restructuring
of the State and Public enterprises) and the negociated end
of the war, previwed for June 1991, bring pogitive hope for
the future economic. social ~nd politic development of
Angola.

In this new scenery, the industrial sector will be
able to grow again and perform a positive role in Angolan
society through the creation of welth, enlargeaent of the
labor market,together with a less external dependence on
consumer goods which are actually imported. Conseaquently.

the programme we Ppropose for the 11 IDDA (USs 2.490C
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alllion), is objectively viadble according to the new
conditions planned for 1991 - 2000.

Ve must emphasize, however, that indu;trial growth
will depend nn the solution of several gacceeconoaic
pbsiacles (2.1 Actual Aspects of Angolan Econosy), such as:
(i) shortage of resources for imsporting raw eaterial,
equlf:ents and spare parts (ii) overvalued exchange rate;
(eli) severe official prices control which unbalances
relative prices and inhibits do-esfic production;: (i+)
demonetization of the economy; (v) limited performance of
the banking system; (vi) excessive State partipation in the
economy; (vil) excessive centralization of entrepreneurial
decisions.

fdditionally, there s still a lack of efficient
governmer.tal measures to support irdustrial investaents, in
opposition to what occurs in other develored and developing
countries. For examsple. there are no clear and transparent
rules about: credit policy for the sanufacturing <cector;
available governmental subsidies (tax exemwption., reduccd
interest rates, donation of industrial land vprorerties,
etc); and concerning the foreign investuent profit
remittances policy (investment entrance was regulated in the
beginning of 1990. but dividend remittances are basically
def ined through casuistic decisions taken by the
authorities .

Regarding the sectacial_eqlicy, we sust asention

that there are also several obstacles for the industrial




development (2.3 - Structure and Performance of the
Industrial Sector) which need t. be eliminated viewing to
permit the future orowth of the manufacturirn: sector and the

efficient inplementation of the 1II IDDA Programme. Amonast

the main obstacles we can mention (1): (i) absence of an

“efficient coordenation of industrial policy which the

governsent pretends to eliminate by means of the
"strategical management” that will be introduced by the
Industrial Development 1Institute (IDI); (i) inadequate

integration between the industrial subsectors and the

service sector; Ciii) unsufficient industrial labor
training; (iv) inadequate equipment maintenance;’ (v)
excessive dependance on imports. in a moment of foreian
currency crisiss (vi) low utilization of available

production capacitys (vii) serious tgchnologu gap in some
industrial enterprises; (viii) limited labor wmobilitwu,
resulting in an excessive use of the labor factor; (ix) slow
implementation of the intrepreneurial redimentioning
process; (%) little atention dedicated to interindustrial
liasons; (xi) little trust on enterpreneurial financial
informations to increase enterpris?s autonomy; and (xii)
inadequate wage policy that stimulates parallel commercial

activities, reduces productivity and inhibits professional

developaent.

Consequently, in view of the mentioned obstacles

- o = S W S dn S e e " — > b D AR AR M W N M R A AR M AR En Gn G R R AR G e Sn A Ew e e

(1) - Passos, Carlos de Faro - Op. cit.
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and the objectives defined by the “Framework and Guidel ines”™
for the 1II IDDA, we propose the following Programame which
will involve ti.e investment that are presented in chapters

3,4,5 and 6 of this document:

uss

thousands

1 - CONSOLIDATION, EXPANSION AND NEW INVESTMENTS 298.655

2 - SUPPORT PROGRAARES

. Human Resources 20.000
. Energy and 0il . 1.378.045
. Transports and Communications 659.660
. Small and Medium Scale Enterprises 5.000

3 - PREVENTIVE MAINTENANCE AND SPARE PARTS

PRODUCTION 10.000
4 ~ OTHERS NON LISTED (57) 118.640
TOT AL 2.249.000

e G e m e m B e B e e e - mE rw e e emeE EEs e ®s s FEmer > s eSS - m- - -

Source: Table 34

Sao Paulo, April 1991.
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Artemisia LEMOS Economista Industria/IDI
Manuel da Costa ARAGAO Diretor Ind./Gab.Juridico
Maria Luiza ABRANTES Diretora Plano/GIE

Manuel DUQUE Diretor Plano/GARE

Otto B. Essien Repr. Residente PNUD

A. FAWUNDU Repr.Resd.Adjunto PNUD

Artur A.S. MAGALHAES MOTA Diretor-Geral UNICERAKICA
Tereza Maria dos S5.MATEUS Diretora-Geral ERT

Muginga Luis ANTONIO Dept? Tecnico ERT

Francisco Benedito FRUTUOSO Diretor-Geral ENEPA

Ricardo TORTORELA
Edson RIBEIRO

Michael N. SARRIS

Ali M. MANSOOR
Leovegildo C.PERLICO
Jose Dias Santos NETO
Ubaldo ANTINORI

Floro MIRANDA

Flavio G. SCHNEIDER
Ernesto PEREZ

Marco C. Van WALLENBURG
Elvidic de OLIVEIRA
Henry TANG

DIRETORIA

Consultor

Chefe de Divisao
Economista

Diretor

Chefe Divisao
Consultor
Diretor

Consultor

Diretor Geral

Consultor

Min.Finangas/FMI

Banco Mundial
" "
METALVI
FATA/METANG
ONUDI
SGS de Angola
ONUDI/Min. Ind.
PNUD/Min. Plano
ERMOAGENS
ONU/Nova York
SUCANOR




C. Bessa VICIOR
Manuel SUBTIL
Louren¢o da CUNHA
Antonio LOPES
TECNICO

DIRETORIA

Alberto FERREIRA
Alves da ROCHA
DIRETORIA

Celso ZANGELMI

Costa PEREIRA

sergio ROBERTO

Marcos Tulio SCHMIDTH
Fernando Dias RESENDE
Andre LOPES

Edson Luis RECCHIA
Jerker BENNEHALL

Oficial de Programa
Diretor
Tecnico

"

Diretor Geral
Consultor
Consultor (CTA)
Tecnico

Gerente Geral

Gerente Engenharia

Engenheiro
Diretor Tecnico
Chefe Dept?

Consultor
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PNUD/ONUDI
EMIN
Min.Ind./IDI

" " n
ALFAG.
SOPAO
EPAN
Min.Plano/PNUD
Moagem de KIKOLO
PNUD/ONUDI
Min. Agricultura
GAMEK/ODEBRECHT
GAMEK/ODEBRECHT

GAMAK/ODEBRECHT
TEXTANG II
GARE
PNUD/ONUDI






