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IV.
trade policies by sector

(1) Overview 

1. In the early 1970s, before the civil war, Angola’s economy was relatively diversified.  The country had a wide range of agricultural production and exports;  a healthy fishery industry, including both fishing and fish processing;  and a manufacturing sector serving the local market. 

2. The combination of the civil war and the economic experimentation of the past thirty years, swinging from central planning to state-dominated capitalism, left the principal sectors of Angola’s economy, other than oil and diamonds, in shreds.  Road and rail infrastructure was largely destroyed;  the widespread of landmines made it impossible to farm in many areas;  movement of population to towns and the development of large shanty-towns meant that subsistence and commercial agriculture no longer had the human or material resources necessary to function;  industries deriving from the primary sectors or supplying goods to the rural population lost their markets;  and the services sector became virtually non-existent outside the main centres.

3. During the period, rapid growth continued in the oil and diamonds industries.  Together, these comprise well over half of Angola’s total GDP (Chapter I), and  the petroleum sector is benefiting from growing and diversifying demand, increasing world prices, and new discoveries that are raising the level of proven reserves considerably.  However, they also present Angola with significant governance challenges.  Both operate to a large degree as enclaves isolated from the rest of the economy;  both are subject to less than fully transparent governmental involvement and intervention, through State corporations that act both as concessionaires and producers and/or distributors;  and the use of fiscal revenues deriving from the sectors, particularly oil, is still not fully clear (Chapter I).
4. The challenge for Angola now is to find a rational path to economic reconstruction, in an external economic environment that differs greatly from that of thirty years ago, and to use its booming oil and minerals revenues effectively and transparently to promote development and diversification in an open economic context.
5. The Government has introduced new legislation in many sectors, including fisheries and marine resources, petroleum, banking and finance, posts and telecommunications, shipping and port services, and civil aviation. It is a leading participant in international procedures for certification of rough diamonds.  The authorities have also formulated plans for the redevelopment of agriculture and manufacturing based on a combination of import substitution and export development.  International organizations have in many cases contributed to the development of the new laws and plans. 
6. Angola has already opened up its external sector for goods considerably (Chapter III).  However, tariff peaks remain in specified areas and effective protection is likely to have been increased by the new tariff introduced in 2005 (Chapter III).  Angola is also in the process of reforming and opening its service sectors.  Its choices are whether to pursue reconstruction on the basis of import substitution – a tempting strategy for a country with significant financial resources, but one that could, in the longer run, give considerable difficulties in Angola’s limited domestic market – or to attempt a more balanced approach that seeks to integrate Angola into both the regional and the world economy, while encouraging the recovery of domestic sectors.  The role of trade, and of trade policy, in the future sectoral development of Angola's economy is therefore a crucial issue for the Government and its international partners.
(2) Agriculture and Fisheries

(i) Agriculture
(a) Features
7. Agriculture, including livestock and forestry, is currently estimated to account for 8% of Angola's GDP.  The main crops are bananas, plantains, sugarcane, coffee, sisal, corn, cotton, manioc (tapioca), tobacco, and vegetables; livestock and forest products are also potentially significant.
  

8. Angola has considerable agricultural potential.  Of the total area of 124 million hectares, 54 million are counted as pasture land and 35 million as arable.  There are three main agricultural and ecological zones:  one, dependent on seasonal rains;  a second, transitional zone suitable for growing drought-resistant crops;  and a third, arid zone where agriculture would require substantial irrigation.  Angola also has substantial areas of rain forest, together with considerable hydrological and hydro-electric potential.

9. Before independence, Angola was a major agricultural producer, self-sufficient in food, and a substantial exporter of many crops.  The damage caused by the civil war reduced the country to a major net importer of food and agricultural products and recipient of food aid, although such needs are now declining.
  The continuing presence of landmines in certain areas of the country, despite an active de-mining programme, has been a major impediment to the rehabilitation of rural areas, although again, much progress is being made.
 

10. Currently, most agricultural production (an estimated 80%) is subsistence or small scale, using manual or low technologies and with low productivity;  18% of output is estimated to come from medium-sized farms and only 2% from commercial farming.
  However, the potential for commercial farming, subject to reconstruction of the infrastructure, is considerable.
11. Rural poverty is widespread.  Malnutrition affects 50% of the population, and infant mortality is high;  78% of rural families are counted as "poor", and 70% as "extremely poor".
  The "delocalization" of the population (i.e. movement from rural villages and towns, largely to urban areas) has exacerbated the problem of rural poverty by diminishing productive capacity and access to food.  The rebuilding of destroyed rural infrastructure, and the repopulation of the countryside (together with the de-mining programme) are therefore Government priorities.

12. Redevelopment of the rural sector faces other serious challenges.  Macroeconomic stability (Chapter I) is an important element in Angola's economic progress; however, existing macroeconomic policies, particularly the maintenance of a "strong" exchange rate in an inflationary situation, are seen as a constraint on agricultural development. From the point of view of the Ministry of Agriculture, it is important to correct the exchange rate in accordance with the inflation rate.
  Other identified constraints include the level and prices of imported food, often subsidized from outside, and their effects on agricultural redevelopment;  domestic price subsidies and profit margin controls that reduce incentives for rural trade (Chapter III(5)(iv));  seriously damaged road and rail links and limited rural infrastructure; the need to restore storage capacity; and the need to build up adequate financial and credit systems for rural production and commerce.

(b) Institutions

13. The Ministry of Agriculture and Rural Development (MINADER) is directly responsible for all agricultural, livestock and forestry rural development.  Three national institutes are under MINADER:  the Institute for Agricultural Research (IIA), based at Huambo, which works closely with the University Faculty of Agrarian Sciences, has a network of 12 research stations, and makes its research and its technologies available to extension workers;  the Institute for Veterinarian Investigation (IIV), also based at Huambo.  Prior to the war, this institute was principally responsible for animal health and animal-based research, via a network of provincial veterinary stations, most of which were severely damaged or put out of action;  and the Institute for Agricultural Development (IDA) which has its main task to encourage the development of small farmers, through a network of extension workers.

14. The Ministry is also the tutelary agency for a number of public enterprises, including: MECANAGRO, the National Agricultural Mechanization Enterprise;  SECAFE, the national coffee marketing body;  FRESCANGOL, conservation and distribution of perishable products;  ANGOSEMENTES, import and distribution of seeds;  DINAMA, import and distribution of fertilizers and pesticides;  CAFANGOL, processing and export of coffee;  PROCAFE, provision of inputs to coffee producers;  and MECANAGRO, provision of mechanization services for agriculture.

15. The challenge for the Government is how to revitalize these institutions in the face of new policy choices, and to determine what operations would better be done by or in conjunction with the private sector.  In all cases, shortage of trained human resources is likely to be a principal constraint.

(c) Policy orientations and priorities 
16. The Government's current agricultural redevelopment strategy is being pursued by MINADER with support from the FAO.
  It comprises crop, livestock, and infrastructure redevelopment efforts, relating both to family (subsistence) farms and larger scale, commercial farming.  Priorities take into account the need for food security; possibilities for reactivation of the agrarian economy, institutional strengthening; and the development of sustainable natural resources (Box IV.1).

17. The Government recognizes that it has insufficient resources to intervene heavily in the agrarian sector. Consequently, it is seeking to evolve policies, strategies, and resources to stimulate private-sector participation and revitalize public institutions.  The stated policy orientation is for the Government to concentrate on more basic functions, intervening directly only where the private sector in unlikely to invest due to the likelihood of lower returns or higher risks.

	Box IV.1: Main priorities for agricultural redevelopment in Angola

The Ministry of Agriculture has identified nine main policy objectives for agricultural redevelopment:

· creation of incentives for private-sector participation and lower levels of state intervention;

· increasing state investment in the agriculture sector;

· strengthening the productive capacity of national producers and the supply of basic services;

· strengthening institutions and the development of human resources to support the rural sector;

· socio-economic development for support to communities of small-scale farmers;

· reconstruction of rural infrastructure;

· distribution of seeds and tools;

· assistance for farmers in gaining access to lands;  and

· acquisition of appropriate technology for the development of production.

These are linked to the following general economic policy issues:

· Macroeconomic management and agricultural policy;

· Food security;

· Institutional modernization and strengthening;

· Sustainable management of natural resources;

· Support to the rural sector with a view to exports;

· Promotion of private enterprise in a regional perspective;

· Promotion and regeneration of regional trade.

Source:  Information provided by the Angolan authorities.


(d) Border measures

Tariff protection
18. The nominal average rate of tariff protection for "agriculture, forestry, hunting and fishing" as defined in the International Standard Industrial Classification (ISIC) is 10.3%, with average rates for the subsectors "agriculture and hunting", "logging" and "fishing" standing at 8.2%, 20%, and 18.9% respectively (Table AIV.1).  Peak rates of 30% are applied to items in HS chapters 5 (products of animal origin), 9 (coffee, tea, maté, and spices), 21 (miscellaneous edible preparations), 22 (beverages, spirits, and vinegar), and 44 (wood and articles of wood) (Table AIII.2).
Non-tariff border protection
19. The 2005 Customs Schedule specifies import bans on animals and by-products from areas affected by epizootic diseases, plants from areas affected by epiphytic diseases, and any genetically modified or transgenic seeds or grains, except those supplied for food aid programmes (see Table III.2).  

20. Decree No. 92/04 of December 2004 strengthened Angola's legislation regarding genetically modified organisms (GMOs) supplied for food aid purposes, specifying that imports of such products for food aid must have prior permission from the Ministry of Agriculture before importation, and that GM grains and seeds entering the country as food aid must be milled immediately on arrival.
 
Export taxes
21. An export tax of 20% is levied on hides and skins, and a tax of 10% on exports of unworked ivory.  As noted in Chapter III(4)(ii), Angola is not a member of CITES.
Export restrictions
22. Exports of animals, parts, and animal products are subject to permission from the "competent authorities", and exports of fodder are subject to export permits (Table III.4). 
(ii) Fisheries
(a) Introduction

23. Angola's coast benefits from the junction of the Benguela Current and the warmer waters of the tropical Atlantic, an area of ocean described as "one of the world's major eastern-boundary current systems rich in pelagic and demersal fish populations, driven by intense coastal upwelling".
   

24. Before independence, a large industrial fishing sector had developed in the southern coastal ports of Benguela, Namibe, and Tômbwa.  The current consumption of fish is estimated at around 17 kg per head per year.  The potential internal market for fresh, dried or otherwise processed fish, is considerable.  In addition, Angola currently exports fish and fish products to Congo (D.R.), the Republic of Korea, Spain, and Japan. 
25. Fishing is carried out in Angolan water by foreign vessels (principally from China, Korea, and Spain) leased to, or in joint ventures with, Angolan enterprises.  Under the new Law on Aquatic Biological Resources and related regulations (see section (b) below), foreign vessels may not fish in Angolan water;  hence leasing or joint ventures have become the norm.

26. Supervision of fishing activities (except for high-seas tuna fisheries) is by satellite link through a monitoring centre in the Ministry of Fisheries.  All vessels must be equipped with the satellite monitoring system.  Angola possesses three fishery protection vessels and collaborates in this area with Namibia and South Africa under a SADC regional programme.

(b) Principal legislation

27. Angola adopted a new Law on Aquatic Biological Resources in October 2004.
  The law aims to establish "regulatory measures that seek to guarantee the sustainable conservation and utilization of the aquatic biological resources existing in the waters under the sovereignty of the Angolan State, as well as general bases for the exercise of activities related to them, particularly fishing and aquaculture activities."
  It covers territorial waters, the Exclusive Economic Zone, tidal waters, estuaries and inland waters.  It also covers the activities of Angolan vessels on the high seas or (without prejudice to the laws of other States) when fishing in waters under other States' jurisdiction.  Subsequently, new regulations were adopted in 2005 concerning concession of fishing rights;  scientific research into fishery resources in Angolan waters;  fish farming;  fishing in general;  and taxation of fisheries
;  as well as laws and decrees establishing the structure of the Ministry of Fisheries, the Institute for Development of Artisanal Fisheries and Aquaculture (IPA) and the National Institute for Fisheries Research.

28. Under the Law, the Ministry of Fisheries fixes total allowable catches (TACs) for each species annually.  TACs are carried forward year by year unless specifically changed.  TACs may be reduced by executive decree if new scientific data show risk of reduction, extinction or non-renewal of species or zones, or in emergency. 

29. Fish quotas are attributed as percentages of TACs for each species or zone, subject to payment of a periodic charge.  Quotas may be reduced proportionally if TACs are reduced;  they may also be increased if new boats are purchased or other improvements made, to the extent the overall TAC is not already exhausted.

30. Fishing rights (FRs) within Angola's EEZ may be granted, individually or collectively, to nationals or foreigners if they are associated with nationals in companies with majority Angolan ownership.
  Without prejudice to the provisions of the UN Convention on the Law of the Sea, the SADC Fisheries Protocol (section (d) below) or other international agreements to which Angola is party, the law provides that Angolans shall have preferences for fishing rights.  FRs in territorial waters are granted to Angolan or other SADC nationals from member states with which there is reciprocity.  Concessions may be extended to fishing companies from other SADC member states with which reciprocity exists.  Rights for artisanal fishing and on international rivers or inland waters under Angolan jurisdiction, are granted only to Angolan nationals.  

31. Fishing rights are granted for a period of 20 years, and may be transferred with the approval of the Ministry.  FRs are allotted by open competition;  however, preference is given to Angolan nationals (without prejudice to  the terms of international agreements to which Angola is party) and to those who have land-based processing and sale installations.  Owners of FRs may use fish quotas as credit guarantees, with the authorization of the Ministry. 

32. The law provides for the Government to restrict fishing of species in process of extinction or whose sustainability is in danger.  This includes identification of degraded marine or aquatic areas and definition of rehabilitation measures;  definition of marine or inland protection areas;  identification of polluting activities and adoption of preventive measures;  definition of fishing methods to be used for each type of fishery;  measures to prevent or reduce excessive capacity;  and in general, all measures to secure long-term food security. 

33. Licensing of Angolan flag vessels for fishing on the high seas is by the Ministry of Fisheries.  Attribution of high-seas fishing licences to foreign flag vessels is forbidden;  as is transhipment of catch at sea. 
  

34. In order to monitor fisheries, the Ministry may use fishing diaries, monthly information books, fisheries observation programmes, local community observation programmes, and continuous monitoring equipment.  Captains must keep on-board fishing diaries, monthly information books, the fishing certificate for the ship, the seaworthiness certificate and an authenticated copy of fishing rights title.
  Catches must be unloaded in Angolan ports unless otherwise agreed in the fishing rights title.  All cargoes must be declared, even those transhipped at sea.  As noted above, a satellite tracking system has been introduced.
35. The new Act puts in place a highly comprehensive system to manage and monitor fisheries in Angola’s waters out to the Exclusive Economic Zone of 200 nautical miles.
  Its effectiveness in preserving fish stocks and managing fisheries for the mutual benefit of Angolans and foreign partners will depend on the effectiveness of the management and monitoring mechanisms that can be put in place by the Government.  This will depend on human, shipping and technical resources available, either within Angola or with international assistance 
(c) Tariff protection and other incentives
36. Angola’s tariffs on fresh fish are high, reflecting protection of the sector.  On an HS basis, 94 out of 96 tariff lines for fresh, chilled or frozen fish (HS chapter 03) are taxed at 20%, with consumption tax adding another 10%;  for most processed fish, the tariff is 15%, again with consumption tax at 10%.
37. Fuel subsidies are extended to small-scale (artisanal) fisheries under Decree 25/98.

38. Health and sanitary regulations on fisheries are contained in Decrees No. 297/96, on preparation and sale of salt for human consumption;  13/99, establishing standards of production and quality inspection for fish products;  14/99, establishing a regular inspection programme for fishing vessels and fish processing plants;  Executive Decree 37/02, approving a monitoring system for health and sanitary quality of fish products; and Joint Executive Decree 44/02, establishing chemical and microbiological standards for analysis of fish products.  A further regulation on health and sanitary requirements for fish products, including fish farming, is in process of approval (October 2005).
(d) International agreements on fishing 

Multilateral

39. Angola has ratified the United Nations Convention on the Law of the Sea.
  However, it has not ratified the Agreement relating to Part XI of the Convention, or the Agreement for the implementation of the provisions of the Convention relating to the conservation and management of straddling fish stocks and highly migratory fish stocks.
40. Angola is a member of the International Convention for the Conservation of Atlantic Tunas (ICCAT), an inter-governmental fishery organization responsible for the conservation of tuna and tuna-like species in the Atlantic Ocean and its adjacent seas.  ICCAT compiles fishery statistics from its members and from all entities fishing for these species in the Atlantic Ocean, coordinates research, including stock assessment, on behalf of its members, develops scientific-based management advice, and provides a mechanism for contracting parties to agree on management measures.

Regional
41. Angola is a signatory to SEAFO, the South East Atlantic Fisheries Organization convention, providing for a management regime ensuring long-term conservation and sustainable use of fish resources on the high seas of the South East Atlantic Ocean.  The Convention entered into force in April 2003 after the deposit of instruments of ratification by Namibia and Norway and approval by the European Communities.  SEAFO will be responsible for the imposition and maintenance of the regime through the establishment and implementation of conservation and management measures.

42. Angola is an observer in the Fisheries Commission for the Eastern Central Atlantic Region (CECAF/COPACE/CPACO), a subsidiary body of the FAO, whose secretariat is based in Accra, Ghana. CECAF was created in 1967 to promote optimum utilization of living aquatic resources by the proper management and development of the fisheries and fishing operations, and the improvement of related processing and marketing activities.  Although it has played an important role in research and development support for the developing coastal States of the region, it has no regulatory function.
 
43. As a SADC member, Angola adheres to the SADC Fisheries Protocol.  The Protocol establishes a type of most-favoured nation clause between SADC and other fishing nations.
  It does not rule out preferential treatment for SADC vessels;  as noted above, Angola’s national law provides for preferential access for SADC vessels to Angolan fishery resources. 
44. In June 2005, Angola and Namibia concluded a bilateral agreement within SADC for training cooperation in the fields of fishing and aquaculture;  Namibia will offer training facilities for Angolan crews and officers (to operate industrial and semi-industrial fishing vessels), for fisheries inspectors and observers (including presence on Namibian fisheries protection vessels), and for aquaculture technicians, resulting in internationally recognized certificates.
Inter-regional 

45. Angola maintained a fisheries agreement with the European Communities between 1987 and 2004.  The two sides have been in negotiation since its expiry, but the EC broke off negotiations in June 2005, on the grounds that Angola's proposal for a new agreement, made in the light of the new legislation, was too restrictive.
  Currently there is no agreement in force.  In the absence of an agreement, European (mainly Spanish) shipowners have established association agreements with Angolan enterprises.  A total of ten shrimp fishing vessels are permitted to operate in Angola waters for export to the EC.  For tuna fishing, operators have established agreements with the Ministry of Fisheries, which accords fishing rights.  The deep-water fleet has been reduced from 48 to 35 vessels.
(3) Mining and Energy

(i) Mining 

(a) Features
46. Angola has a wide variety of mineral resources.  Apart from diamonds, these include iron ore, marble, granite, and to a lesser degree gold, manganese, copper, lead, zinc, tin, tungsten, vanadium, titanium, chromium, phosphates, beryl, quartz, kaolin and gypsum, although it is reported that in these latter areas few of the known deposits have been fully assessed.

47. Mining activities in Angola, apart from diamond mining, are governed by the Law on Geological and Mineral activities (Law 1/92).  The tax regime for the sector is defined in Decree No. 4-B/96, and customs concessions under Decree No. 12-B/96.

48. Under the Constitutional Law, all minerals belong the State.  The Ministry of Geology and Mines manages mineral exploration and development.  Prospecting licences, issued for five years, must be approved by the Council of Minister;  mining licences, which vary in duration in line with the estimated life of the mine, must also be approved.  Prospecting and mining licences are not transferable, assignable or negotiable without approval of the Council of Ministers.  Mining companies may be State owned, mixed, or private companies, joint ownerships or parternships.

(b) Diamonds
History

49. Diamond mining has been practised in Angola since 1912, when alluvial (river bed) diamonds were originally found in the Luanda region of north-eastern Angola.  The Companhia de Diamantes de Angola (DIAMANG), set up in 1917, became the principal diamond extraction enterprise in the country during the period of Portuguese rule.  It exploited alluvial and eluvial (debris-based)) deposits and used river diversion techniques to reach diamonds on river beds and banks. Diamonds were the main export from Angola until immediately after the Second World War, when they were replaced by coffee and subsequently by oil.  

50. During the civil war, particularly from the late 1980s onwards, diamond production and exports were a major source of finance for UNITA;  despite United Nations sanctions against illegal diamond exports from Angola
, by 2001 “conflict diamonds” exports from Angola were estimated to be “equivalent to the production of an entire country”.
  The Kimberley Process (see below) was a major step in curbing illicit diamond exports from Angola.

Current reserves and production estimates.

51. Angola has extensive diamond reserves, estimated at possibly 180 million carats (mct).  As well as alluvial and eluvial deposits, Angola has substantial kimberlite (deep mine) deposits; to date, approximately 700 kimberlites have been located.  Most kimberlites are located along a north east - south west axis that extends into the neighbouring Democratic Republic of the Congo (DRC).  Almost all of Angola’s diamonds are of gem, or near-gem quality, fetching the highest price per carat in the world.
  In 2003, Angola sold between 5.3 mct and 6 mct of diamonds, at a value of about US$1 billion. 

Principal laws and regulations

52. The principal laws and regulations in force are Law No. 16/94 (Law on Diamonds), and Law No. 17/94 (Law on Special Regime for Diamond Reserves);  Decree No. 4-B/96, establishing the tax regime for the mining sector, and Decree No. 12-B/96, establishing customs concessions, apply equally to the diamond industry.

Mining rights

53. Law No. 16/94 vests all diamond mining rights over the whole national territory in ENDIAMA, the State diamond company.  It also legalizes artisanal mining of diamond deposits within demarcated areas, thus bringing under legal control the previously unregulated small-scale mining by “garimpeiros”.
  Such artisanal mining rights are supposed to be granted to local people who have lived for at least ten years in the surrounding communes.  However, as noted below, a large number of illegal operators still function in the areas.

54. Law 17/94 regulates access, circulation of persons and goods, rights to residency, and exercising economic activities in diamond-bearing zones.  The entire provinces of Lunda North and South are considered as reserved zones, subdivided into "restricted", "protected" and "artisanal production" zones.
  All residents in the zones must be registered, either as permanent or provisional, and residence is determined by licence issued by the provincial Governor.  Goods entering the zones must have transit certificates, transport cards or other identifying documents, and are subject to taxation by the fiscal police;  the Governor may restrict or attach conditions to the entry or exit of goods.  Exercise of commercial or industrial activity, including farming and fishing, and including by the settled population, must be expressly authorized by the Governor, who may also limit or forbid any activity in the interests of preventing illegal mining.  In these ways, the Government and its provincial agencies maintain strict control over all types of economic or personal activities in the diamond-mining zones.
Fiscal regime

55. Decree 4-B/96 covers the general fiscal regime for the mining sector, including profits tax (imposto de rendimento), royalties (imposto sobre o valor dos recursos minerais), and land tax (taxa de superficie). 

56. Generally, the profits tax on the mineral sector is set at 35%.
  Costs of prospecting, exploration, and reconnaissance (reconhecimento) may be offset and depreciation rates for equipment are set at 20%, 25% or 33.3%, depending on the type.  Enterprises must also establish a provision to cover the costs of environmental rehabilitation, at a rate fixed jointly by the Ministry of Finance, the Ministry of Geology and Mines and the Ministry of Urbanism and Environment.  Dividends distributed by mining companies are subject to capital gains tax (imposto sobre aplicação de capitais).
57. Royalties are charged on the value of minerals extracted, or of concentrates once they have been treated.  The value of minerals extracted is based on the average price of previous sales or, when that is not possible, on the median international price quotation.  The royalty rates are 5% for precious stones and metals, 4% for semi-precious stones, 3% for metallic minerals, and 2% for other minerals.

58. The land tax is based on the area under prospection, exploration or exploitation, expressed in square kilometres.  It is set at US$1 per km2 for the first two years, US$3 per km2 for the third year, and US$4 per km2 for the fourth and fifth years of a concession.  If licences are renewed in favour of the same concessionaire, the rates of land tax are tripled.

Tariff regime

59. The nominal average tariff on the mining and quarrying sector (ISIC 2) is 13.7%, with rates ranging from 5 to 30% (Table AIV.1).  The peak rate of 30% is levied on stone-based products for road building and other construction, and on precious or semi-precious stones.  At the same time, the mining sector, including diamond mining, benefits from a wide range of duty-free tariff concessions on equipment and other goods (Table AII.2).  This is likely to raise the effective protection of the sector considerably above the nominal rate, which is already high.

State participation in diamond mining and trade 

60. Endiama, the State diamond company, formed in 1981, is involved in all aspects of diamond trading in Angola.
  It acts as concessionaire for deep mining and alluvial mineral exploitation;  it negotiates contracts and passes them for approval to the Cabinet;  and it participates in its own right, as a major producer, often in joint ventures with foreign enterprises.  As a State entity with links to the highest levels of Government, ENDIAMA has considerable and all-embracing economic and political power in the sector.  
61. Under the Diamonds Act, Endiama is the only official body responsible for negotiation and supervision of diamond mining contracts.  It may also participate with foreign and Angolan companies in mixed companies, joint ventures, and other contractual arrangements for prospecting and production in specified concession areas. In negotiating concessions, Endiama must obtain the permission of the Ministry of Geology and Mines, the Ministry of Finance, the National Bank, and the Governor of the relevant province before submitting them for Cabinet approval via the Ministry of Geology and Mines.  Once approved by the Cabinet, diamond mining contracts are sent back to the Ministry of Geology and Mines, which passes copies to the Ministry of Finance, the National Bank, and the Governor of the province.

62. Currently, Endiama has a 35% share in the Associação Chitotolo, which operates the Chitotolo diamond quarry;  a 50% share in the Sociedade de Desinvolvimento Mineiro de Angola, which operates a concession in the River Cuango region in Lunda Norte province;  a 33% share in the Sociedade Mineira de Catoca, which operates the Catoca kimberlite mine; a 20% share in the Sociedade Mineira do Angola, which is developing the Camafuca kimberlite mine, expected to be the world’s largest;  a 40% share in the Luarica mine;  and it is the principal in the Camuanza project.  ENDIAMA maintains joint ventures with Brazilian, Russian, Israeli, and South African partners.
 

63. In May 2005, De Beers, which had suspended operations in Angola in May 2001, announced that it had agreed a joint venture contract with Endiama, reported to be initially for five years, to explore for further kimberlite deposits in the Lunda Norte province of northern Angola.  The agreement provides for the further establishment of a joint-venture company that will be granted exclusive mineral rights for deposits that may be discovered and found economically viable to mine and market.

64. The monopoly of the State-owned company, Ascorp, on diamond marketing, was ended in August 2003.  Marketing of diamonds from large-scale formal sector companies is now undertaken through a joint-venture company, SODIAM (see below). 
The “Kimberley process”, and certification of origin by Angola

65. During the 1990s, concern increased in the international community over the increasing quantity and value of "conflict diamonds", exported from African countries experiencing civil wars, including Liberia, Sierra Leone, and Angola.  Southern African producing States met in Kimberley, South Africa in May 2000 to find a way to stop the trade in conflict diamonds – an initiative that became called the "Kimberley Process".  In December 2000, the UN General Assembly adopted a resolution supporting the creation of an international certification scheme for rough diamonds.

66. Responding to this, in October 2002, the International Diamond Manufacturers Association
, and the World Federation of Diamond Bourses
 presented an industry-based system of self- regulation, under which each member organization of the two associations undertook to require its members to implement systems of guarantees that diamonds traded are “conflict free”, and a code of conduct obliging members not to buy, sell, or assist others to buy or sell conflict diamonds.
  This was welcomed by the then 37 member Governments and the European Communities participating in the Kimberley Process, in their Interlaken Declaration of 5 November 2003, adopting the Kimberley Process Certification System.
  

67. Following the Interlaken Declaration, the WTO General Council accepted a waiver for the Kimberley Process on 15 May 2003.
  The waiver covers Articles I:1;  XI:1;  and XIII:1 of the GATT 1994, from 1 January 2003 until 31 December 2006 in relation to measures taken by signatories to the waiver implementing the Kimberley Process Certification Scheme.
  Any WTO member that so wishes may be covered by the waiver, subject to notification to the Council for Trade in Goods.

68. Angola is not, to date, a signatory to the waiver and has not notified any information to WTO on measures taken by it under the Kimberley Process.

Angola’s origin certification system

69. Following the introduction by the United Nations of sanctions on UNITA’s diamond trading activities in 1998
, Angola was the first country to introduce a certificate of origin for its diamonds, in 1999.  This system was, however, unable to cover diamonds traded by UNITA, and it was widely criticized by a United Nations Panel of Experts reporting in 2000.
  In response to these criticisms, the Government introduced a new, serial-numbered, unalterable Certificate of Origin in 2001 and implemented a single-channel marketing system through the Angola Selling Corporation (ASCORP). A subsequent report to the UN Security Council was able to say, in 2002, that “The new certificate-of-origin scheme has had no reported problems.  Imports into Antwerp and Tel Aviv are monitored by the authorities.  The Monitoring Mechanism is satisfied that Angola now has a verifiable diamond export system.”
  

70. In July 2004, at the end of ASCORP’s contract, control of the single-channel marketing system was passed to ENDIAMA’s joint-venture subsidiary, Sociedade de Comercialização de Diamantes (SODIAM), linked with the Israeli/Russian Leviev group.
  Diamonds from officially recognized mining operations are sent directly from the mines to SODIAM, which then exports the diamonds to their final destination;  75% of total production is exported to Israel, with the rest to EU destinations and Dubai.

71. There remains a widespread problem with “artisanal” diamonds and “illegal” diamond activity throughout the northern region of Angola.  It is estimated that, despite the expulsion of many illegal miners, there are still some 200,000 active in Angola, and SODIAM has estimated that diamond smuggling amounts to some US$2 million per month.  At present, it is reported, there is no system for determining the origin of diamonds from the artisanal sector, apart from records of purchases kept by buying offices.

72. ENDIAMA emphasizes that through its "Fondacion Brilhante" it is supporting social development programmes for communities where there are mining projects.  Attempts are being made to reemploy garimpeiros (informal sector miners) in legal exploration as well as in civil building and construction projects.

(ii) Energy

(a) Petroleum

Introduction

73. The oil industry has been the major contributor to Angola's economy and public finances for many years.  Operating offshore, largely separated from the rest of the economy, it was able to avoid the economic disruption caused by the civil war.  The petroleum sector accounts for over 50% of Angola’s GDP, and about 80% of government revenue in 2004.
  As with diamonds, the State, operating through the Ministry of Petroleum and the national oil company, Sonangol, maintains full control of operations in the sector and authorizes all investments in exploration and production.  Sonangol has also carried out a variety of "quasi-fiscal" operations on behalf of the Government.  This situation has been strongly criticized by international observers as lacking transparency and giving scope for corruption and misuse of funds.  A recent study carried out for the Government by the international accounting firm KPMG highlighted a large number of problems relating to structural, management and accounting issues in the oil sector, and made strong recommendations on how to rectify these concerns.

74. Oil prospecting and exploration have been carried on in Angola since 1910, with the first well drilled in 1915.
  The first exploitable discovery, however, was made in 1962, and production began in 1968 in shallow waters off the Cabinda coast.  Production or exploration is now taking place in 34 defined blocks (both shallow- and deep-water) off the entire coast of Angola, with production focussed largely in the northern off-shore area.  

75. Petroleum has been Angola’s largest export since 1973.  During the 1990s, output expanded rapidly, with the exploitation of deep-water fields off the north and central coastlines.  Angola is now sub-Saharan Africa’s second largest oil producer, with proven reserves of 5.4 billion barrels of oil and estimated natural gas reserves of 1.6 trillion cubic feet (Tcf) and possibly much higher.
  Crude oil production is currently around 1 million barrels per day (bpd) and is expected to double by 2008.

76. Moving with world markets, the price of Angola 's oil increased by 80% between January and September 2005, from some US$35 per barrel to a peak of US$63.41 on 2 September:  following that, it fell back somewhat (to US$51.76 in mid-November 2005).

77. The main Government ministries involved in petroleum issues are the Ministry of Petroleum and the Ministry of Finance.  Since 1978, however, Angola’s oil development policy has been effectively operated via the State‑owned oil company, Sociedade Nacional de Combustiveis de Angola (Sonangol).  

78. The principal legislation governing the petroleum sector is in Law No. 10/04 of November 2004 (Law on Petroleum Activities), which replaced Law No. 13 of 1978; and Decree No. 37/00 of October 2000, which governs processing, distribution, transport, and marketing of petroleum products.  The customs regime for the petroleum sector is set out in Decree 11/04.

Sonangol
79. Sonangol, the State-owned oil company, is the major actor in Angolan oil.  Like ENDIAMA in diamonds, it is both a producer, individually or through joint ventures with or shareholdings in other companies, and a distributor of petroleum;  it is also the only body authorized to grant concessions to others.  It is therefore able to exercise considerable power and influence in the sector. 

80. The company was originally established in 1976.
  Its governing legislation was revised in 1999, to bring it into line with the Law on Public Enterprises of 1995.
 Sonangol’s main activities are “prospecting, investigation, transport, marketing, refining and processing of liquid or gaseous hydrocarbons and their derivatives, including petrochemical activities”.
  It may create new enterprises, acquire part of or whole of other companies and intervene in their management to the extent that it possesses partial or total voting shareholdings;  and establish appropriate forms of association or cooperation (such as joint ventures) with other national or foreign entities.

81. Sonangol was named as the sole concessionaire of Angolan oil exploration and extraction in 1978.
  Under the Law on Petroleum Activities, Sonangol is the exclusive holder of oil and gas prospection, investigation, and production rights.  It retains a majority share in all joint-ventures and contracts of association.  Normally, such joint ventures or contracts must be allocated through open competition;  however, they may also be allocated by direct negotiation if the public competition has failed to appoint a partner company or the Ministry of Petroleum decides that proposals presented are unsatisfactory.

82. Sonangol comes under the legal tutelage of the Ministry of Petroleum.  The company has the task of executing national petroleum policies, as determined by the Government.
  Its Council of Administration, of five members, is nominated by the Council of Ministers on the recommendation of the Ministries of Petroleum and Finance.  A Supervisory Council of three members, named by the two Ministries, carries out the financial supervision of Sonangol.  Managers of enterprises in which Sonangol has majority holdings, which supply services against remuneration to Sonangol, or which exercise functions in competing or associated companies, may not be members of the Supervisory Council.  Day-to-day management is by a Management Council chaired by the President of the Council of Administration and containing management and workers’ representatives.
83. Sonangol may transfer the execution of exploration and production rights to others and conclude contracts with third parties in this connection.
  Currently, there are 30 concessions for oil and gas in Angola, mainly offshore, operated by foreign companies, either as joint ventures under the “tax and royalty” regime, or in production-sharing agreements in association with Sonangol’s production subsidiary, Sonangol Pesquisa e Produção (Sonangol P&P).
 

84. Sonangol has a large number of subsidiaries inside and outside Angola including:  Distribuadora SA, its local oil distribution subsidiary;  Sonangol P&P, its production company;  Sonair SARL, an air transport company serving oil sites and with a direct link to Houston, Texas;  MSTelCom Angola, a telecommunications company; Sonangol Ltd. and Sonangol USA, oil trading companies in London, UK, and Houston, Texas;  Sonangol Shipping, a crude oil shipping enterprise;  Sonaship, a shipping company focusing on Angolan and other African supply routes;  and ESSA, an oil services company.

85. The principal foreign operators currently involved in Angola are AGIP (Italy), ChevronTexaco (US), BHP (Australia), BP (UK), ExxonMobil (US), Occidental Petroleum OXY (US), Ranger Oil (Canada),  and TotalFinaElf (France), with a range of associated companies and partners from many countries.
 
Revenue and fiscal aspects

86. As noted, the petroleum sector accounts for some 75% of Government revenues.  A significant proportion (almost 48% in 2003) comes from the Government's share of "profit oil" under production-sharing arrangements (PSAs), through Sonangol, with international oil companies
;  the rest is from bonuses paid by oil companies on signature of PSAs, and production taxes paid by oil companies including Sonangol (oil income tax, transactions tax, oil production tax and royalties).

87. According to IMF estimates, between 2000 and 2004, Government oil revenue, while remaining relatively stable, declined from 53% to 43% of the value of oil production, varying also from block to block according to various factors such as differences in tax regimes, structures of profit-sharing agreements, production costs, maturities of fields, and variability in oil prices and quality.
  Projections of revenues for 2005-08, based on highly conservative price assumptions, showed the Government's revenue rising from US$4-5 billion to US$9-10 billion.
  
88. According to the IMF, Sonangol also carries out a variety of non-commercial activities, including quasi-fiscal and subsidiary operations.  These include the receipt of compensation for subsidies on domestic sales of refined petroleum products, revenue from delivery of petroleum products to public enterprises, payments for certain contracts on behalf of public enterprises, and expenditures on behalf of the Ministries of Foreign Affairs and Territorial Administration.
  Despite improvements in general fiscal transparency (Chapter I), the IMF noted in 2005 that there was still "a lack of adequately reconciled data for payments and liabilities by oil companies, and limited information on their costs and contracts".
89. As noted in Chapter III (5)(iv), the prices of petroleum products in the domestic market (LPG, gasoline, paraffin, diesel, light fuel oil, heavy fuel oil, and asphalt) are heavily subdised.

Tariff Regime

90. Imports of petroleum and petroleum products (ISIC sections 22 and 353) bear nominal average tariffs of 20% and 16.8% respectively, with duties on refined products ranging from 5% to 20%.  Imports of most chemicals are taxed at 2% or 5%.

91. As for the mining sector, Angola operates a very favourable regime for imports for use in the oil and gas industry (Table II.4).  Under Law 11/04, the sector benefits from duty-free imports of a wide range of goods covering capital equipment, vehicles, instruments, components, spares and inputs, as well as training materials, safety equipment, aircraft, boats, and other equipment.  This considerably increases the effective protection of the industry over the nominal levels of protection.
Diagnostic study of Angola's oil revenues

92. The international accounting firm KPMG was engaged by the National Bank of Angola (BNA), acting as agent for the Ministry of Finance, to conduct a diagnostic study of State petroleum revenues.  It delivered its report in March 2004 and the report has been released by the Government as a measure of transparency (Box IV.2).

Reserve fund for oil excess income

93. In September 2004, the Council of Ministers approved the creation of a special reserve fund in the BNA to hold excess receipts stemming from the difference between the oil prices at the time and the reference price of US$22.6 per barrel on which the 2004 Budget was based.  The fund was reported to have been destined to cover "eventual crises", or Angola's fiscal deficit.
  The Secretariat has no information on the present state of this fund.

	Box IV.2:  KPMG recommendations on the petroleum sector

Technical matters:  repairs to sampling and metering systems in oilfields;  rigorous cost audits by independent auditors;  improved procedures for approval of expenditures and work orders;  and procedures for sealed bids and approvals for large contracts.  

Legislative, fiscal and contractual arrangements:  the Government should establish a legal taskforce, chosen by the Deputy Prime Minister, to review petroleum legislation;  the law requiring all export sales to be processed through the Central Bank should be enforced and the recommendations of a working group set up to review petroleum legislation should be considered carefully and impartially before finalizing any decree;  Sonangol should submit invoices to the Tax Directorate to support its operating costs;  payment of gross profit oil to the Ministry of Finance and raising of the commission charge should be two separate transactions; and a review of the present production sharing regime should be undertaken by independent specialists with the aim of making recommendations to simplify the system. 

Revenue inflows and outflows:  the Tax Directorate should ensure that legislation on timing of tax payments and arrears is adhered to, and should prepare tables showing over each 12 months the timing of taxes received during the period;  detailed workings to support the calculations of the Government's share of profit oil and Sonangol's equity share should be prepared by Sonangol;  a system of regional payments should be administered centrally;  all bonus payments should be made direct to the Ministry of Finance via the BNA;  funding of community and social development projects should be through central government, channelled through the planning authorities or Ministries responsible;  and the Government should develop a database and recording system that will allow the identification of international financing collateralized against existing and future petroleum production.

Accounting standards:  Sonangol and the BNA should implement International Accounting Standards (IAS) as soon as possible, and Sonangol and the Bank of Angola should adopt Financial Consolidation in accordance with IAS;  the Government should establish a review team to assess the transition to the new accounting legislation during 2003;  Sonangol’s joint venture companies should be registered in Angola and subject to Angolan taxation and foreign exchange regulation;  and the BNA should improve its accounting for oil financial flows transactions. 

Institution-strengthening:  the Government should establish a stand-alone Petroleum Revenue Management Agency;  the dual functions of Sonangol should be separated so that the Government becomes the concessionaire and regulator;  an independent review should be undertaken of the function and structure of the Ministry of Petroleum;  the review should investigate the funding required to implement changes;  and a programme should be implemented for the complete transfer of the oil field assets and equity interests of Sonangol Holding to Sonangol P&P. 

Managerial capacity enhancement:  a training programme should be developed for the staff of the Petroleum Revenue Management Agency prior to its establishment and operation;  further work should be undertaken on the financial model to improve and enhance its capability, make it more accessible to non-specialist users and provide tailored reports;  the financial model forecasting petroleum revenues should be used by the Petroleum Revenue Management Agency in the process of connecting data inputs and projections of current and future oil industry activity;  and the financial model should be developed in parallel with the establishment and operation of the Petroleum Revenue Management Agency and the appointment of the requisite skills.

Source:
Ministry of Finance/KPMG (2004), Assessment of Angolan Petroleum Sector – Final Report, Volume 1b – Executive Summary.


(b) Electricity
94. Some 80% of Angola's power production is hydroelectric. Supply is assured by three major schemes, linked to three important hydro basins,  those of the Kuanza, Catumbela, and Cunene rivers.  The remaining 20% comes from oil-powered plants;  investments have been made to increase output capacity for Luanda, which is responsible for more than half the country’s electricity consumption.  
95. The basic law governing electric power is Law 14-A/96 of 31 May 1996.  The law provides for a mixed public-private structure of electricity production and distribution.  The fundamental responsibility for electric power production and distribution is in the hands of the Rede Nacional de Transporte de Energia Eléctrica (RNT).
  The State may grant concessions for public production, transportation and distribution of electricity to public or private operators, and each installation must also be licensed.  Electricity tariffs are to be set by the RNT with the joint objective of assuring "the lowest possible price to the consumer compatible with quality of service provided" and "a reasonable level of productivity".
  If the authorities decide to subsidize electricity supply at an unprofitable level of price, operators are to be compensated.

(4) Manufacturing

(i) Features
96. The manufacturing sector in Angola accounted for 16% of GDP in 1973, essentially contributed by foodstuffs and other consumer goods.  In 1975, production had already decreased by some 75%;  IMF data for 2003 estimated the share of manufacturing at 3.8% of GDP (Table I.3).  The authorities estimated "industrial production" (a broader definition than "manufacturing") to account for some 10% of GDP in 2002.
  Oil refining, drinks, and construction materials are the principal industries currently active.

97. Angola's reindustrialization strategy was formulated in 2002, updating an earlier Directive Plan of 1994.  The strategy is based jointly on import substitution and export promotion, with four main pillars:  development of industries with links to the primary sector and labour-intensive industries;  redevelopment of import-substituting industrial sectors;  promotion of industries producing exportable goods that may have present or potential comparative advantage;  and development of large-scale, technology-intensive industrial projects (Box IV.3).

98. The laws regarding promotion of private investment are seen by the authorities as a fundamental underpinning for Angola's reindustrialization strategy.  These include the Law on Industrial Activities (Law No. 5/04), the Law on Promotion of Angolan Private Enterprise (Law No. 14/03), the Basic Law on Private Investment, and the Law on Fiscal Incentives to Private Investment.

99. The Law on Industrial Activities lays down the basic structure for industrial licensing by tutelary Ministries, other than in sectors governed by specific legislation (e.g. mining, petroleum), as well as requirements relating to safety, insurance, and land registration.  The Law on Promotion of Angolan Private Enterprise seeks to establish preferential conditions for Angolan investors and reduce the inequality of competition between local and foreign enterprises through fiscal incentives, financial support, and technical support.  It is not clear how far this law has been used, in practice, to favour local over foreign investors.
	Box IV.3:  Angola's Reindustrialization Strategy 

The conclusion of peace in Angola opened the possibility for increasing the pace of development and reducing poverty. In 2002, the authorities drafted a Reindustrialization Strategy for Angola, bearing in mind three main elements: the regional economic integration process within SADC; the evolution of Angola’s oil sector; and the development and transformation of Angola's financial and trade system under negotiations with the IMF.

The strategy has four pillars:

The first pillar gives particular attention to industries with links to the primary sector and labour-intensive industries, in order to satisfy the basic needs of the population; create a significant number of jobs; achieve better income distribution;  increase purchasing power;  and generate higher levels of savings;  

The second pillar seeks to focus on redevelopment of import-substituting industrial sectors in which Angola previously had significant production capacity, such as drinks, textiles and clothing, dairy products, processed fish products, milling, vegetable oils and derivatives, rice-hulling, tyre and inner-tube manufacture, construction materials, wood products and furniture, fertilizers, and plastics.
The third pillar seeks, in addition, to promote industries producing exportable goods that may have present or potential comparative advantage, focusing on oil derivatives;  non-metallic minerals (e.g. high-phosphate-content rock and cement);  wood and its products;  textiles;  sugar and its products;  paper pulp; tobacco and processed tobacco;  decorative and semi-precious stones;  non-ferrous metals;  and vegetable oils; 

The fourth pillar envisages the development of large-scale, technology-intensive industrial projects, with foreign direct investment, with or without State partnership, in sectors that may be regarded as "clusters" or catalysers of industrial development, such as petrochemicals;  refined petroleum;  aluminum processing;  liquid natural gas (LNG) and its by products;  and methanol and ammonia.

The declared export diversification strategy aims to reduce the vulnerability of the economy to changes in the external environment and to diminish the commercial risk resulting from a small export base; to increase export receipts and reduce their instability; and to improve productivity through growth in the number and variety of exports.  The authorities are considering introducing incentives for export development, such as compensation for exports, reimbursement of duties, and establishment of export processing zones.
Angola has designated three "industrial development poles", in Luanda, Benguela, and Cabunda, in addition to the priority areas A, B, and C mentioned in the Law on Foreign Investment.

Source:  ANIP (2004) Angola and Investment Opportunities, Luanda.


(ii) Tariff regime

100. Tariffs on manufactured goods vary according to the sector.  Among the sections subject to the highest rates, of 30%, are food, beverages, and tobacco, and wood products;  other chemicals; stone and cement-based construction materials; and miscellaneous machinery and equipment (Table AIV.1).  Tariffs on 760 lines were increased in 2005 (Box III.1).  Industrial products newly charged at the highest rates of 20% and 30%  include building stone and cement, and other building materials and equipment;  tyres;  certain wood products;  and trucks.  The new increases reflect Angola's selective approach to its imports substitution policy and the provision of effective protection.

(5) Services

(i) Features
101. The services sector, including commerce, accounts for approximately 30% of Angola's GDP, lower than in many developed and developing countries (Table I.3).  Angola is opening up its services sector,  especially in banking, finance, and telecommunications.

(ii) Commitments under the GATS

102. Angola's GATS Schedule contains specific commitments in three areas:  banking, money-lending, and money transfer services;  hotel and restaurant;  and recreational and sporting services. Angola maintains MFN exemptions in the areas of coastal and long-distance shipping.
 
103. Angola is committed under the GATS to maintain no limitations on cross-border supply or commercial presence (Modes 1 and 3) for banking and other financial services, and no limitations on national treatment.  Banks and foreign financial institutions in Angola may operate as long as they abide by Angola's relevant regulations.  However, under Angola's Mode 4 (presence of natural persons) commitments, at least half of the personnel of subsidiaries, branch offices, and agencies of foreign financial institutions must be Angolan citizens.  Under Modes 1 and 2, residents may request loans abroad following authorization by the National Bank of Angola.  In the area of money transfer services, branches of foreign institutions accountable for money transfer orders may maintain commercial presence in Angola.

104. Angola has also bound a commitment to maintain no restrictions in Modes 1, 2 and 3 on hotel and restaurant services.  Mode 4 remains unbound, except for measures affecting directors (restaurants only), senior managers, and specialists with knowledge essential for the provision of the service.
105. In recreational and sporting services, Angola has bound a commitment to maintain no limitations in Modes 1, 2, and 4.  The only qualification to the "no limitation" clause in Mode 3 (commercial presence) is that foreign individuals or corporate bodies must obey the laws on the purchase of land. 
106. Angola maintains MFN exemptions in relation to coastal shipping, for reasons of "present or future laws, decrees and regulations based on bilateral or multilateral agreements on coastal shipping and liner trade rights granted to trade partners";  the Government stated that this is necessary to stimulate international trade and promote regional economic integration.  Angola similarly maintains an MFN exemption on long-distance shipping, on grounds of "laws, decrees and regulations based on bilateral and/or multilateral agreements; resolutions of the MCWCF (Ministerial Conference of the West and Central African States on Maritime Transport)
, adopted to implement specific provisions of the United Nations Code of Conduct for Liner Conferences providing for the sharing of cargo 40/40/20".  The Government stated that this is necessary to:  guarantee 40% of regular traffic to national shipowners;  promote the development of the national fleet;  ensure that exports are more competitive and decrease the cost of imports;  promote auxiliary maritime and port services;  and promote the development of new installations.

(iii) Financial services

(a) Banking 

107. The banking system in Angola is governed by two principal laws:  the National Bank of Angola Law
, which establishes the BNA as the central bank and the supervisory body, and the Law on Credit Institutions and Financial Companies (Law on Financial Institutions)
, which defines the types of financial institutions authorized to operate in Angola and their relationship with the supervisory body.  Article 16 of the BNA Law specifies that one of the functions of the BNA, as the central bank, is to watch over the stability of the financial system.  Article 21 also states that it is the BNA's responsibility to supervise the financial viability and liquidity of financial institutions domiciled in Angola.

108. The Directorate of Banking Supervision in the BNA has the task of supervising banks and other financial institutions to guarantee the stability of the system and the security of deposits and depositors, and to protect the interests of consumers of financial services. 

109. The BNA is responsible for supervising not only banks and other lending institutions, but also investment houses, fund management institutions, real estate agencies, credit card companies, risk capital managers, and so forth.

110. Under the Law on Credit Institutions and Financial Companies, such institutions are obliged to provide information to the BNA that can allow it to verify the growth of liquidity and the solvency of the institutions, the risks to which they are exposed, their adherence to legal norms, their organization, and the efficacy of their internal controls.  

111. In general, the BNA is responsible for authorizing the establishment of banking and credit institutions in Angola.  However, where over 20% of the capital of a bank or lending institution is held by foreign interests, authorization must be given by the Council of Ministers, on the prior advice of the BNA.
  In assessing the viability of financial institutions seeking to establish in Angola, the BNA verifies the good faith, experience, and professional capacity of Board members for their potential contribution to the efficiency of the system as a whole and for the confidence that deposit-holders may have in them;  the viability of the business plan, linked to long-term levels of profitability; and the existence of technical and financial means for acceptable risk management and control.
 

112. Currently, there are 25 financial and credit institutions registered with the BNA:  twelve banks (including two State-owned institutions, one branch of a foreign bank and one micro-credit bank), nine exchange houses, and three representative offices.
113. The banking sector has grown substantially in recent years.  Among nationally-owned banks, the Banco de Poupança e Crédito (BPC) and the Banco Africano de Investmentos (BAI) have the largest spread of branches within the country:  the BAI also has foreign participation.  As a result of increasing competition and experience, banking services are improving.  However, the sector makes most of its income from service fees, largely on foreign exchange transactions;  there is apparently a high rate of non-performing loans, and deposits fluctuate in monthly cycles because many companies keep only enough money in Angolan banks to meet cash needs, thereby inhibiting banks from making long-term loans.
 
114. The Government has decided to establish a Development Bank oriented to long-term business risks.  The Angola Development Bank will specialize in formulating and administering sectoral development programmes, business networks, productive arrangements involving small and medium-size enterprises, innovative technologies, and pioneer enterprises in import-substituting industries.  The intention is for it to be one of the major instruments of public development policy.

115. The BNA is in the process of adopting the recommendations of the Basel Committee of the  Bank for International Settlements.  Angola is establishing the conditions to start implementing the Basle II agreement rules on bank solvency ratios and risk factors.

(b) Micro-credit

116. In February 2004, the International Finance Corporation (IFC) announced a US$0.7 million investment agreement for a 14.3% equity stake in NovoBanco Enterprise Bank of Angola, which provides credit and other financial services to micro and small enterprises in Angola. The other shareholders in NovoBanco are Internationale Micro Investitionen AG, a German private investment company in which IFC also has an equity stake, the Netherlands’ Stichting DOEN, Belgium’s Belgische Investeringsmaatschappij voor Ontwikkelingslanden, and ChevronTexaco Sustainable Development Company Ltd, registered in Bermuda.

(c) Insurance and pension funds

Introduction, legislation, and supervision

117. Until 2000, the insurance sector in Angola was a State monopoly, with only one operator, ENSA (Empresa Nacional de Seguros de Angola).  Between 2000 and 2003, the legislation governing the sector was revised to permit private (including foreign) insurance companies, agencies, and pension fund operators.

118. The principal laws and regulations are:

For insurance:

-
The General Law on Insurance Activities
, which defines the general legal framework for insurance and insurance agency operations.  The law permits the presence of foreign insurers in the market, as long as a domestic partner holds 30% of the capital;  and guarantees, through a "special regime of co-insurance" that any insurance company may operate in any field of insurance.

-
Decree No. 6/01 of 2 March 2001, on Reinsurance and Co-insurance, regulates reinsurance and co-insurance activities as a way of sharing risks and guaranteeing stability of insurers.  It also spells out the "special regime" referred to above, and establishes regimes for petroleum, diamonds, public aviation, and agriculture, and fixes minimum capital requirements of US$150,000 for reinsurance agencies.

-
Four decrees from 2002 detail the conditions in insurance business. Decree No. 2/02 regulates the general conditions, rights, and obligations of insurers and insuring parties;  Decree No. 7/02 defines infractions or offences against the legislation;  Executive Decree No. 58/02 regulates insurance rates in the areas of fire, all risks, automobile, life, and work accidents;  and Decree No. 79-A/02 establishes accounting rules for pension funds.

-
Resolution 2/03 of the Council of Ministers sets out a restructuring plan for the national insurance company, ENSA.

-
Decree No. 5/03, of 24 January 2003, establishes the insurance guarantees that can be offered by companies and the conditions for suspension or cancellation of these guarantees.  It also lays down the minimum capital requirements for life and non-life insurers.

-
Executive Decree No. 6/03 of 24 January 2003 establishes rules for financial guarantees for insurance companies.

-
Executive Decree No. 7/03 of 24 January 2003 lays down rules, including financial rule, for insurance brokers.

-
Circular No. 1/ISS/MF/03 of 26 March 2003 lays down information requirements for insurance companies and pension funds.

-
Decree No 96/04 of 17 December 2004 creates the Fund for Updating and Regularizing Insurance, which supervises the financial provisions of insurance companies and verifies the valuation of insurance companies' assets and liabilities. 

For pension funds:

-
Decree No. 25/98 of 7 August 1998 approves the creation of pension funds as a complement to the social insurance system.

-
Despatch No. 9/03 of 21 February 2003 establishes rules for solvency margins and information requirements for pension funds;  the solvency requirements are the same as those for insurance companies under Decree 6/03.  

-
Executive Decree No. 16/03 of 21 February 2003 establishes rules for setting up pension fund management schemes.

119. The Institute for Supervision of Insurance (Instituto de Supervisão de Seguros) is an autonomous public body established within the Ministry of Finance.
  Its task is to establish conditions for the creation and management of insurance and reinsurance companies; to inspect and verify enterprises in the sector; and to report to the Ministry.  It can also recommend that the Ministry call meetings of the National Insurance Council (Conselho Nacional de Seguros).
120. Currently, there are four insurance companies operating in Angola:  ENSA Sarl, the State-owned insurance company, which was transformed into a public limited company under Law 1/00.  In 2003, the company was incorporated into the ENSA Investment and Shareholding Group, EP under a restructuring plan agreed by the Council of Ministers (Resolution No. 2/03 of 18 February 2003);  AAA Seguros Sarl, a subsidiary of the Sonangol Group, which was transformed into a private company under Law 1/00 and whose activities are authorized under Decree 6/01
;  A Nova Sociedade de Seguros de Angola, SA, (NOSSA Seguros) with capital shared between the Banco Africano de Investimentos, the Portuguese company Real Seguros, and the World Bank's International Finance Corporation
;  and GA Seguros, a subsidiary of the South African Global Alliance group.

121. In addition, there are a considerable number of insurance agencies and fund management companies operating in Angola.

(d) International assistance to the financial sector

122. Since 1998, the World Bank has been providing assistance to Angola through a Financial Institutions Modernization Programme (FINSEC) comprising two main elements:  the strengthening of central bank operations, including the strengthening of internal controls and the settlement of large quasi-fiscal payments;  and the introduction of a new Angolan Payments System (APS).  
123. The APS was aimed at establishing, by 2003, a safe and efficient domestic payment system, adequately designed for cross border links. Four specific objectives were articulated: implementation of the technical and technological infrastructure that would meet current domestic needs with the flexibility to expand without jeopardizing safety and efficiency;  adoption of adequate risk control measures, settlement mechanisms, and processes to allow cross-border links with other settlement systems, namely with SADC countries; provision of services and payment instruments adapted to important sectors of the Angolan economy, with an incentive to use electronic funds transfer from the payer; and provision of simple payment services to all, even in less economically attractive regions.

(iv) Post and telecommunications
(a) Postal services

124. The basis for postal services in Angola is framed in the Law on Postal Services of 2001
, Decree No. 76/02 regulating postal activity, and Joint Despatch 11/04 regulating fees and charges for private operators.  These regulations also provide the basic framework for postal reform in Angola.  Empresa Nacional de Correios e Telégrafos de Angola (ENCTA) is the public enterprise responsible for postal services.
125. The Government approved a Directive Plan in 2004 with the aim of promoting reform of the postal service in a sustainable manner.
  The reform seeks to diversify the supply of services, focusing on the introduction of financial and internet services, and to recover market share in traditional segments of correspondence and postal orders.  The plan aims to construct or restore some 160 post offices in all provinces by 2012;  some US$24 million is to be invested in the period to 2012.

126. The Plan has three levels: political, including coordination between the MPT (Ministry of Posts and Telecommunications), regulatory agencies, and operators;  regulatory;  and operational, including the role of public operators, private operators, and technical cooperation. 

127. The reform programme for the postal sector is based on the premises that:  regulation of the postal service should be carried out by the autonomous Angolan Institute of Communications (INACOM) instead of, at present, by the Ministry of Posts and Telecommunications;  there should be only one public operator in the reserved area, covering the whole country, which may enter into partnership with the private sector in service areas where competition is permitted;  ENCTA should be reorganized and restructured to facilitate its economic sustainability;  services should be increasingly opened  (partially or wholly) to private competition;  and the best management practices should be introduced through cooperation and technical assistance.

(b) Telecommunications

128. As in many other areas, the civil war led to the destruction of Angola’s telecommunications infrastructure.  In recent years, the growth of mobile telephony has far outstripped the fixed network.  Fixed line teledensity is still very low at 0.63 lines per 100 people in 2004, while mobile use grew from 0.1 per 100 in 1999 to 4.7 per 100 in 2004.
  There were 96,067 land lines in use in 2004, up from 64,900 in 2000, and 712,000 cellular lines, up from 20,000. 

129. It is reported that:  "the telephone network is mainly limited to government and business use; the cellular telephone system is over-subscribed and often cannot be accessed during business hours; and many large international companies have installed high frequency trunking systems to minimise use of the domestic telephone system".

130. Angola has five companies providing landline service
, two providing mobile service
, one domestic company that provides data service, and various internet service providers.  Angola Telecom is the licence holder for landline telecommunications in Angola. The company operates the international 28 kbps link as well as a 64 kbps link connection via Global One in the United States. The services provided include data lines, packet switching, leased lines, cellular mobile, and internet facilities.

131. The main legislation governing telecommunications is the Basic Law on Telecommunications (Law 8/01 of 11 May 2001).  The Law provides for a "basic telecommunications service" guaranteed by the State in the form of a nationwide fixed telephony service, and a universal service obligation regulated by the Telecommunications Department through the "General Plan for Universal Access".
 The Law also establishes a Universal Service Fund financed by public network carriers and telecommunication service providers for public use.

132. Public telecommunications licence holders must be legally incorporated in Angola, have adequate technical capacity and qualified staff, have a capital of at least 25% of the proposed investment, and be free of debt to the State.  Any telecommunications carrier may hold a stake of up to 10% in the equity of another providing the same service.  Foreign investors' stakes are limited to minority shareholdings.

133. According to the authorities, other relevant legislation includes the Privatization Law (10/94), the Law on delimitation of sectors of economic activity (05/02), the Law for the basis of private investment (11/03), the Law on fiscal and customs incentives for private investment (17/03), the Law on consumer protection (15/03), the Decree on access and exercise of activity of public telecommunication services (44/02), the Decree on public telecommunications services (45/02), the Decree on the National Frequencies Plan (10/03), the Decree on public service prices (03/04) and the General Decree on interconnection (13/04).

134. Sectoral objectives were set out in the White Paper on Telecommunications Policy.  This sought to define how to promote participation from different stakeholders in the sector;  create a framework for State intervention; establish a structure for regulation of service operators and a legal framework to encourage private investment;  and spell out ways and means to create and develop human capacity and national technology.
135. The White Paper laid down that the State should formulate, guide, and promote policies and regulatory activities in all telecommunications areas, and that the Ministry of Posts and Telecommunications is competent for all national telecommunications activity and studies for the establishment of policies linked to the sector.  The Government would strengthen the role of the Angolan Institute of Communication (AIC), which would act as regulatory body, be responsible for ensuring the application of the legislation, protecting consumer interests, arbitrating disputes between operators, and conducting studies on the establishment of technical regulations. 
136. The State retains majority ownership of Angola Telecom. In the short term, Angola Telecom is to be changed into a commercial company with public capital.  After the stabilization of the market, the State would gradually privatize Angola Telecom, retaining a "golden share". 
137. Private investment in telecommunications, whether foreign or national, should serve primarily to expand and harmonize telecommunications infrastructure over the whole national territory and not just take advantage of privatization of existing operators.  The Government would continue to license private operators in public telecommunications services, aiming to complement State activities.  To guarantee competition, at least two operators would be permitted in each sector.

138. Import duty is levied at 10% on telephones, and 5% on other telecommunications equipment.  Angola is not a signatory to the WTO's Information Technology Agreement, which provides for elimination of all duties on IT-related goods.

(v) Transport

139. As in other areas of the economy, Angola's transport infrastructure was virtually destroyed by the prolonged civil war.  Steps are being taken to modernize ports;  restore international rail links with Zambia for Lobito via the Benguela railway;  restore the northern railway from Luanda, with Chinese assistance;  and establish improved road and rail links to Namibia.

(b) Maritime transport legislation

140. New comprehensive legislation is in draft under the proposed Law on Merchant Shipping, Ports and Related Services.

141. Angola is a member of the International Maritime Organization;  its membership dated from 1977.
Port services

142. Angola has four main ports: Luanda, Lobito, Malongo, and Namibe.  Plans to construct roll-on/roll-off container terminals at Luanda and Lobito have been developed but have not been implemented.  There are two terminals at Luanda port;  Unicargas (container and general cargo) and Multiterminals, for general cargo.

143. Angola introduced the International Ship and Port Facility Security (ISPS) code of the International Maritime Organization (IMO) on 1 July 2004.
  The authorities have appointed the National Directorate of the Merchant Navy to be in charge of reinforcing security at Angolan ports.

144. On 1 September 2004, Angola introduced fixed tariffs and compulsory inspections on vessels calling at all its ports.  The measure followed the creation of a new directorate with responsibilities focusing on meeting international ship safety and security.  The fees depend on the type of vessel, with LNG carriers facing the highest fees at US$760.

145. In 2003, it was reported that the port of Luanda was to undergo a major extension programme. Approach channels and harbour would be dredged, and Sonils LDA, a joint venture between Sonangol, the Angolan state oil company and Integrated Logistics Service UK, would provide additional warehousing and storage at the port.  A new port quay would be constructed, with  a draft of 10.5 m., and reclaimed material would be pumped ashore to double the area of the existing yard.
 

146. In 2004, it was reported that APM Terminals had won a 20-year concession to operate one of the major container terminals in Luanda, in Angola's first port privatization.  Under the terms of the tender, the port, which handled 195,000 TEU (twenty-feet equivalent units) in 2002, will be developed to handle about 300,000 TEU annually.  The port will be developed in two phases:  the first, lasting two years, will concentrate on the quay and stacking area;  the second will focus on improving handling equipment.

Shipping
147. Maritime traffic rights to and from Angola are regulated by Council of Ministers Decree No. 19/94 of 20 May 1994, and Joint Executive Decree No. 68/95 of the Ministries of Economy and Finance and of Transport and Communications.

148. Cargo to or from Angola must be shared between national and international ship-owners on the basis of the 40-40-20 principle set out in the UNCTAD Convention on Liner Conferences (Geneva Convention of 1974 regarding the Code of Conduct of Maritime Conferences).

149. Shipowners, importers, and exporters with an interest in shipping to or from Angola must register with the National Council of Carriers by 31 January of each year.  They must communicate that they are carrying cargo to or from Angola to the National Council of Carriers or to its representatives abroad at least ten days in advance for cargo-sharing purposes.
150. The National Council of Carriers may allocate cargo among various shipowners, taking into account freight quantity and quality forecasts;  technical and commercial information and documentation regarding the shipowners, importers and exporters;  and the monthly programmes of ship rotation presented by shipowners. 

151. If national shipowners are not in a position to carry a cargo, the National Council of Carriers may authorize it to be granted to foreign shipowners that are parties to maritime conferences based on good-faith agreements or to third-party shipowners that grant advantageous conditions.
152. The National Council of Carriers or its representative abroad issues embarkation certificates for goods reserved for national shipowners, and exemption orders granting carriage rights to foreign shipowners.  Customs services may not unload any good without an embarkation certificate or exemption order.
153. Freight charges applicable in Angola are negotiated by the National Council of Carriers and approved by the Union of Councils of African Carriers with the representatives of maritime conferences and foreign shipowners. 
154. All shipowners that ship goods to or from Angola must, in principle, pay a commission to the National Council of Carriers.  This commission is fixed at US$0.05 per tonne of liquid cargo, US$5.00 per tonne of dry cargo in bulk or in bags, US$100 per 20-foot container, and US$200 per 40-foot container.  Goods in transit are excluded from this obligation.
  According to the authorities, this charge is not currently applied on import shipments.
155. Joint Executive Decree No. 68/95 lays down penalties (fines) for non-observance of the provisions of Decree 19/94.
(c) Air transportation
156. Angola's civil aviation is governed by the Law on Civil Aviation (Law 3/00 of 20 April 2000).  A draft regulation for domestic air transport is in the pipeline. 

157. International flights must land at an international airport.  Regular international flights to and from Angola are subject to bilateral or international agreements.

158. Two international airlines are registered  in Angola:  TAAG, the national State-owned carrier, with domestic scheduled services from Luanda and international scheduled flights to Harare, Lisbon, Johannesburg, London, Rio de Janeiro, São Tomé and Windhoek;  and Sonair, a subsidiary of SONANGOL, operated by the U.S. company World Airways, which offers only one international route, to Houston, Texas, for member companies of the U.S.-Africa Energy Association.
  TAAG is Angola's only member of IATA.

(d) Rail and road transportation

159. Steps are being taken by the authorities to rehabilitate and restore international rail and road links between Angola and its neighbours  Under a bilateral oil-finance agreement, China is involved in the restoration of the northern railway route from Luanda.  In March 2005, Angola and Zambia concluded an agreement, under SADC auspices, to rebuild the Benguela railway linking with the port of Lobito.
  Road and rail connections with Namibia are also being rehabilitated.  Such projects, when completed, will promote trade from, and transit through Angola.
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