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1. EXECUTIVE SUMMARY

This summary highlights key messages from the overview section of the report. The three Position papers accompanying this overview, and the annexes, contain other points not covered here.

1.1 
About the Study Itself

· We seek to present matters as far as possible from a Government of Angola (GoA) viewpoint; this may create an appearance of sympathy with the GoA’s positions and against those of development partners, but must not be taken as endorsement or rejection of any positions by the Drivers of Change (DoC) team.

· We are interested not so much in what happens, but, why it is like it is, and how it came about. It puts more emphasis on examining processes, relationships, and context – instead of rather static situations. 
· This executive summary covers sections 1-8 of the Overview. Section 9 summarises the three separate Position Papers.
1.2   
Key Points from the Study

1.2.1 
General Points


· Outsiders seeking to understand Angolan policy-making must pay attention to relevant Angolan history (p24-5, 36-7). Paying lip service to this leads to problems. Resentment of outsiders may be as strong from young “reformers” as among the old guard (p59). 

· Angola faces two opposing forces. First, the end of the war in 2002 has created incentives for significantly more open society and less authoritarian leadership (p14, 57). Second, high oil revenues create broadly the opposite effects (p37-38). 

· The GoA is not fundamentally resistant to externally-inspired reform, as some think. Instead Angola takes an à la carte approach to outside advice: it selects what it likes and rejects the rest. Ideas, not direct pressure, work best. Reforms are guided by “gradualism”. Lack of capacity is probably the key constraint on reform. (p15-16, 28, 36, 43-45, 55)
· Major new openings and entry points for development partners have appeared since the last DoC report. Notably new, formalised consultative forums; forthcoming elections; and new will to shift the development focus from Luanda towards the provinces. (p14-15, 32, 36, 46-47, 57-59). Some new entry points are in areas where DFID has considerable expertise.

· There seems to be a significant mismatch between external perceptions of Angola and reality on the ground. Transparency, stability and institutional coherence have all improved very significantly (from a very low base) since the war, notably at the Finance Ministry. Negative external perceptions today are significantly rooted in old, outdated analyses from the war era, which presented Angola to the world as a poster child for corruption (p17-18, 55).
· Development Partners (“donors”) carry some blame for the problems. They harmonise programs poorly; mix messages; often change personnel; response times can be slow; engagement is limited in scale; and no credible economic “recipe” is offered to deal with oil-rich, poverty-stricken nations (p18-20)
1.2.2 
Political Power

· Widespread poverty has almost never created a serious challenge to the president’s grip on power; this is even more so today than in the war. (p22-4)
· Power is highly centralised around the president; more so than in many other African countries; the presidency’s power is almost uncontested. Gatekeepers control access to the president who prefers vertical relationships depending on him instead of horizontal ones which may result in harder-to-control alliances. Vertical lines of power feed factionalism and competition for access, confusing institutional coherence. He secures political stability; his departure would be disruptive. The presidency avoids micro-managing in certain areas: notably the national oil company, Sonangol, and (to a degree) the Finance Ministry which are given significant technocratic leeway. (p21-22, 27-30, 51-52, 55-56). 

· The President is a highly skilled operator of patronage networks (p18). This creates bureaucratic  instability; officials’ power bases are transient and insecure. The President controls alternative power centres that bypass traditional state structures. Alternative tools (like oil-backed loans) are used to get things done, but can harm institutional coherence. Interministerial commissions and other power centres) dilute the formal institutions (p18, 25-9, 43, 51-2, 55-6, 58).

· The president wants state institutions to be more efficient, sophisticated and effective. But the primary presidential imperative, to guard  political power – trumps this. Patronage politics may take place, but the president resists chaotic corruption. If insiders enrich themselves they must still carry out their duties. Leeway for corruption has shrunk in percentage terms since the war but may have risen overall because of larger state revenues ($33 billion 2008 budget). (p25-29, 43, 51-52, 55, 59)
· Key ministries like Finance, Oil, Foreign Affairs etc. report directly to the President; lesser ministries report to the Prime Minister. (p25-6)
· Decentralisation and deconcentration is underway. New consultative bodies like the Conselhos de Auscultação e Concertação Social are being formalised in law and municipal administrations directly financed. Elections are a primary driver. These bodies make an immediate, and highly important, entry point for foreign development partners (p14-15, 25, 32, 56-8).

· Opposition parties including UNITA are weak, disorganised, and lack influence. The Catholic Church has some, limited, influence. (p32-5)
1.2.3 
Angola’s Development Path 

· Angola suffers from many, if not most, elements of the “Resource Curse” – although the broad “Curse” thesis is generally rejected by Angolan policy-makers. Tax is an important part of this. Angola’s social indicators seem to be among the world’s worst, but the data is poor and out of date. Transparency improvements do not so far seem to have led to changes in the way in which business is done – only helped shed light on them (p37-40, 54)
· Angola is on a sustained path of economic reforms which date from around 1997, not from the end of the war (as some might expect.) (p36-7)
· Economic disasters in the early- and mid- 1990s (at a time of stronger western influence and rapid economic and political change) help explain a preference inside, and beyond, the GoA for home-grown, not externally-inspired, policies, and also for a gradualist approach. This is reinforced by subsequent (perceived) mistaken advice from the IMF and others. (p36-37)
· There is particular resistance to what some interviewees called “neo-liberal” policies that demand a reduced role for the state in the economy. The dominance of oil and diamonds mean that economics is about allocation of resources; the intensely political exercises involved in this that cannot follow what would normally be regarded as “market economy” rules. (p53-4)
· The government’s future development plans are being framed into short-term (2007-8), medium-term (2009-13) and long-term (2020/25) plans. The long-term plan is the base reference (p40-2). But: 

· discussion of public policy is very limited; decisions are often taken based on presumption and common attitudes, not evidence and analysis. There is no clear, coherent “development model”, and emergent policy themes are often at odds with what development partners would advocate. 

· The short- term plan is based around a theme of employment; the medium-term plan around productivity and efficiency, and the long-term plan around competitiveness. 

· Government plans do not include a direct and explicit poverty focus (such as through direct pro-poor spending), but an indirect and implicit one: via post-war reconstruction, national reconciliation and employment creation. (p43, 56).
· “Modernism” is a constant theme of public discourse; this can result in the poor being seen as obstacles to, rather than participants in, development (p36, p45-6). A top-down, centralising flavour to development has not changed significantly since the war. There is a very heavy focus on developing physical infrastructure; less attention is paid to the “software” of development. (p45-46, 50).
· There is a strong vision of “sowing the oil” or trickling it down to “relaunch the productive sectors” and to boost production of goods (p48-9). 
· For most Angolans direct trickle-down of wealth (such as through direct transfer or public-sector employment) is not envisaged; their route out of poverty is through employment in the private sector.
· For wealthier sections, direct trickle-down is part of the model. Trickle-down effects from the oil probably spread fairly widely. 
· A shift of development emphasis away from Luanda envisages populations flowing into a) the provinces and b) towards new “development poles” clustered around the cities (p43, 46-7).
2. BRIEF PROJECT OVERVIEW

This is the report for the 2007/2008 “Drivers of Change” process, put together by the Nicholas Shaxson, João Neves, and Fernando Pacheco, for the UK Department for International Development (DFID), and co-ordinated by Anna Walters, Country Representative for DFID in Angola. Although commissioned by and for DFID, as an aid to future programme design, it is also aimed at informing policy analysis and programmes for several other development partners.

An earlier “Drivers of Change” (DoC) Angola report was published in April 2005 by a Chatham House team involving Alex Vines, Lisa Rimli, and Nicholas Shaxson, with help from Nuno Vidal and Chris Heymans. That report involved four papers:


· Drivers of Change: an Overview

· Position Paper 1: Economic Change and Reform

· Position Paper 2: Politics
· Position Paper 3: Civil Society

This report updates and builds on that broad analysis to focus on those areas where DFID is targeting its programmes in Angola. 

This report is based on interviews on the ground in Lisbon, Luanda, Benguela and Malanje provinces, as well as on some telephone interviews, a literature review, and workshops in Luanda and London. A list of interviewees and relevant literature is provided in Annex 1. Nicholas Shaxson had a lead role in writing the final report.

Our report explores two broad questions, and three outcomes (each with subsidiary questions), contained in the Terms of Reference (TOR). The broad questions are:  

· What development path is Angola now following and why, and what have been the main changes since the end of the war?  

· Who are the main actors/institutions/groups that influence political and economic power in Angola now?

The three broad outcomes are outlined in bold, below, and for each outcome, the study also explores the more detailed questions identified: 

Outcome 1: Public institutions strengthened to increase and make better use of resources for service delivery and poverty reduction 

Questions for Outcome 1:

· What are the main drivers for and against greater transparency, efficiency and poverty focus in public financial management?? 

· What are the drivers for and against fiscal and administrative decentralisation (to provincial as well as municipal level)? 

· How have the increased oil revenue and loans impacted on political attitudes towards public financial management? Have power-balances shifted among institutions as a result?

Outcome 2: Civil society plays more effective role in improving public accountability

Questions for Outcome 2:

· What are the main drivers influencing the ability of civil society to improve public accountability in Angola? Where could civil society have the most leverage?

· What are the main drivers for and against elections functioning in an open and transparent manner in Angola? How do CNE, CIPE, MAT and the President’s Office interact on elections? What are peoples’ perceptions and expectations of the electoral process? 
Outcome 3: Angola contributes to regional security and development

Questions for Outcome 3:
 

· What are the Angola government’s motivations/interests with regard to its neighbours, and what implications does this have for regional security and development? What are the drivers for and against greater participation in African peace support missions?

· Which external relationships are most important to Angola and why? (bilateral, regional, global)

The final report pursues these questions and is structured into four papers, as follows: 

1. Overview: Drivers of Change, Angola (this paper.) This provides an overview of the three position papers, and contains detailed discussion of the two overview questions (Political Power, and Development Model/Path.)
2. Position Paper 1: Public Institutions Strengthened. This explores ways in which public institutions work, to help identify strategic openings to enable public institutions to be strengthened to make better use of public resources. It examines trends in public financial management; it identifies key actors and political and economic factors driving trends in efficiency, transparency and poverty focus. Specifically, it looks at trends and drivers in the decentralisation process.  

3. Position Paper 2: Civil Society and accountability. This explores trends in civil society in Angola and its role in improving public accountability; including a focus on the actors involved, the relevant economic and political factors, and the ways in which civil society can engage with government on accountability. Specifically, it focuses on the electoral process. 

4. Position Paper 3: Regional security and development. This explores Angola’s contribution to regional security and development; including how far peace has been consolidated in Angola; at the motivations and influence of external actors; and which institutions or processes are most relevant to Angola’s government. 


3. THE DRIVERS OF CHANGE APPROACH 
The DoC approach recognises that in the past, foreign aid and development programmes have too often taken an overly narrow view of national development, without embedding these in broader historical, economic, political, cultural and international contexts. In particular, it recognises that politics is central: it is not a specialisation to be left to governance advisers, but a necessary part of how development is approached. 

The original DoC approach, under which the last DoC Angola reports were written, sought to explore the relations between structures, institutions and agents, as the deep and historical processes that shaped the context of development. The analytical framework has since been refined, and seeks to build on that by offering a more robust and focused conceptual approach for analysing the politics of decision-making which affects developmental outcomes. The framework focuses especially on processes – macro-level or micro-level ones, or ones in a particular sector such as education or health. 

Too often, people or organisations in the field of development (such as the IMF) have looked at a country like Angola, said “it is like this but it should be like that” and then sought to put pressure on the country to change into how it is supposed to be. Then, when this fails, they turn around and said it did not work because of a “lack of political will.” DoC is different: in essence, it is this “lack of political will” that is being investigated. So DoC looks not only at what is happening, but, crucially, why it is like it is, and how it came about. It puts more emphasis on examining processes (particularly political processes,) relationships, and context – in contrast to studies in the past (or elsewhere), where people have spent more time just looking at rather static situations.
Participants in development work will inevitably encounter different agents (individuals, groups or institutions) that are ‘drivers’ or ‘blockers’ of change.  To be effective, development partners needs to understand their motivations and incentives, their modes of operating and the power relations among them. Knowledge about the political environment in partner countries will help identify opportunities for strategic intervention.  

The Drivers of Change process is embedded in DFID’s Politics of Development (PoD) framework, which is designed to help us think systematically about how political decisions are made. Because its focus is on political process, rather than on  structure, the framework can be applied across many different institutional contexts – national government, individual public institutions, regions, local communities, firms or civil society organisations.  

The framework highlights four elements of a political decision making process: a) the wider historical, socio-economic, regional and cultural environment, including the legitimacy of a given political process; b) the immediate pressures coming from groups and interests who influence but do not make political decisions; c) the processes, both formal and informal, through which decisions are actually made; and d) the continuing politics of implementation that determine the implications, if any, of political decisions. 

4. METHODOLOGY 
We incorporate information drawn from:

· Review of previous Drivers of Change to identify how issues and trends have changed 

· Feedback from an initial inception report, sketching out some of our key ideas that we might include in a final report 

· A literature review; including a review of Angolan documentation giving indications of direction of thinking (e.g. speeches from the President, ‘Agenda de Consenso’, state and private press)

· Focused responses from a range of analysts through a DFID Helpdesk research report “Local government revenue generation”

· Interviews with members of public and private sectors, media, civil society, political parties and diplomatic community.

· Two workshops in Angola  – an initial workshop to review issues, and a validation workshop plus a discussion at Chatham House.

· Review of national budget and expenditure patterns

· Assessment of early drafts of our reports by selected Angolan interlocutors.

· Visits to two Provinces, plus Luanda, based on access to Vice Governor level and activity of civil society

· Telephone/face to face interviews with people, think tanks and institutions (such as the World Bank and IMF) in London, Pretoria, Washington, Lisbon and Luanda.

Preliminary drafts of this overview were sent to a variety of Angolan and foreign actors for comments, including several members of the Government of Angola (GoA). This final report incorporates and responds to the comments that were received in response.

As regards attribution, interviewees were told that their names would be included in the list at the end of the report, but that they would not be quoted directly in the report itself. In other words, we have written the report so that it is not possible to know who said what. A minority of interviewees asked not to have their names included even in the final list, and we have respected that. A few bits of information were given to aid our understanding of certain issues, but we were requested not to include the information itself in the report.

We have generally tried to stick to the terms of reference. However, some provisos are necessary at this point. One of the terms of reference in particular (Outcome 3: Angola Contributes to Regional Security and Development) is too broad to be able to tackle comprehensively. Each of Angola’s bilateral relationships is a world in itself; Angola’s relationships with São Tomé, for example, are complex and rooted in long history, but they have very little to do with Angola’s relations with Zimbabwe, or with China, for that matter. To narrow the scope of this question, we have focused on a few themes, notably Angola’s relationships inside the Southern African Development Community (SADC) and with the Democratic Republic of Congo (DRC.)  This paper has been hardest to get definitive answers to, partly because of this diversity of information sources, but also because the number of actors privy to deep knowledge about Angola’s international relationships is relatively small when compared to the larger numbers of actors in the economic and civil society spheres; and these actors are in general terms harder to access. Some of the fundamental drivers behind certain aspects of Angola’s regional and international relationships are believed to be known by only a small handful of people. 

The consultants have occasionally discovered information that does not fall strictly inside the terms of reference, but might be useful more generally for development partners who are considering possible entry points. We have included some of this information. 

Some of the material in this report was included in the 2005 Drivers of Change documents; it is assumed that not all readers of this latest report will have read the last one, so we will repeat information as and where necessary. Nevertheless, dramatic changes have been underway in Angola since the last report, not least in terms of economic growth, and many fresh insights have been gleaned during our research, so this report contains much new material. 

This report will dwell relatively little on well-known generic issues – such as corruption -  these factors are already widely disseminated and there seems little point in digging into them in great detail, except where they illustrate important points relevant to DoC. It will also seek to move away, to a certain degree, from the perspectives of the traditional development partners, and try to see things more from an Angolan point of view. This approach is likely to appear more sympathetic to the Angolan perspective – though it should by no means be taken as an endorsement (or a rejection) of the Angolan approach by the DoC team. Many of the Angolan positions expressed here have obvious ripostes (many of these appeared in the comments on early drafts) which are valid in many cases. We have tried to avoid including many of these, however, since this paper is supposed to reflect an Angolan perspective, and we seek to avoid getting dragged into intellectual debates.

5. TERMINOLOGY: WESTERN DONORS, DEVELOPMENT PARTNERS, AND REFORM.

5.1 Donors or Development Partners?

Unlike in many other African countries, the role of foreign partners like DFID is not so much as donors of money (which is usually rather small compared to Angola's budgets) but as  providers of technical assistance and co-operation in certain areas of Angola's development. The same could be said of countries like China and Brazil, whose investment in Angola is on commercial or near-commercial terms (and whose models of engagement of these countries are clearly rather different from DFID's). The term "western" is also difficult because it is often loosely used and many countries that might be described as "western" (such as Portugal, Spain, and even Brazil) are not always engaged in the same kinds of partnerships with Angola as DFID, USAID, or Scandinavian partners - or at least their engagements come alongside very large commercial and other partnerships, which may change their nature.

There is no simple way of adapting the widely-used terms "western" and "donors," and few appropriate alternative words. For a short form of words, we have been asked to replace the word "donors" with the words "development partners" and to replace the word "western" with "traditional" - even if these words are not perfect either. DFID would be a “traditional development partner” and Chinese loans would be “non-traditional development assistance.” In some cases, as when writing about the Cold War,  “western” has been retained; in economic policy-making, “Western” should be taken to mean that which is consistent with IMF and World Bank advice.

5.2 Reform

As a starting point, we should note that one should use the word “reform” in the Angolan context with caution, for the word carries baggage. As described in the Financial Times:

As is well known, a consensus emerged over the 1980s in much of Latin America and in the multilateral development organisations headquartered in Washington. Dubbed the ”Washington Consensus”, it contained two central prescriptions: one, maintain a secure and stable macroeconomic regime by keeping the exchange rate competitive, the budget deficit low, the tax base broad; and two, improve markets by quickly liberalising foreign trade, abolishing restrictions on inward foreign direct investment, eliminating preferential interest rates, privatising public enterprises, and protecting private property. Right up to the present, these prescriptions have constituted ”global policy” on development, on the promise that market liberalisation would be rewarded by higher rates of growth and lower poverty. The alternative to market liberalisation is posited as state ”intervention” in markets, which leads only to ”rent-seeking” and stagnation. Hence the word ”reform” is used only to denote change in a market liberalising direction.

Several baggage-laden words or phrases (such as “Washington Consensus” or “neo-liberal” were used by our Angolan interlocutors, many of whom are keenly aware of the evolution of international debates on these questions. In this context, we will take “reform” to mean, broadly, the view from Washington as described above. Again, this does not mean we endorse or reject this approach.

6. ANGOLA, DFID, AND DEVELOPMENT PARTNERS

This section deals with development partners’ engagement with Angola. Angola presents an unusual challenge for DFID and other development partners; some particularly Angolan features make it both an attractive and an unattractive place to focus on, relative to other countries. 

The main attractive features (or reasons to engage) for Angola’s traditional development partners are as follows (not in order of importance): 

- Post-war Angola is undergoing unprecedented change: for the first time since independence it is possible to think long-term about development: decisions, policies and laws are being put in place that will determine the nature of the state potentially for decades.

- Angola’s place near the bottom of the UN Human Development Index, and its post-war status (the war is not expected to re-start), call for intervention. 

- Angola is highly influential in the region; it has intervened militarily in all its neighbours in the past, and it leads a regional ideological pole (see Position Paper 3) involving views that are often at odds with those of traditional development partners. A failure to engage strongly with Angola on regional issues may generate unwarranted suspicion and have unpredictable and potentially harmful effects, especially with respect to the Democratic Republic of Congo (DRC) and the SADC.

- The scale of Angola’s oil revenues gives rise to the theoretical potential – where development partners are able to exert influence - for a huge multiplier effect. Angola’s 2008 budget sets total revenues and expenditures at Kz 2.54 trillion ($33.9) billion, an amount that exceeds
 bilateral net Overseas Development Assistance to all of sub-Saharan Africa by all OECD countries. 

- As this report explains, important new entry points have emerged for donors recently, with an increased openness within government to accept technical assistance in key areas including public financial management.

Weighing against these positive factors is are negative ones that deter traditional development partners from engagement. 

- Angola is a lower-middle income country on aggregate (though this masks huge inequalities) – a category of country on which DFID has a policy on spending a relatively small share of its aid; and spending in this category tends to be skewed towards areas involving a particular political imperative, such as West Bank/Gaza. Angola’s small population relative to other middle-income countries like China or India mean that interventions in Angola can be judged to have a relatively smaller impact on global poverty. 

- Angola has a reputation for a poor governance environment, which makes development partners doubt that their monies will or can be well spent. 

- Angola’s government is rather resistant to outside pressure and influence, especially from traditional development partners. (This resistance to outside pressure corresponds to the “lack of political will” problem identified in Section 3.) A number of views that development partners are not comfortable with are not only held in the GoA, but are more widely shared in broader society. This – combined with widespread perceptions that the government is corrupt and not committed to poverty reduction - has deterred some development partners, and contributed to Angola’s failure to secure a ‘donor conference’ after the end of the war (discussed in Position Paper 1, Section 3.2)– which has in turn contributed to substantial anger within the GoA about traditional development partners. Although we were not asked to explore this issue in depth, because development partners are by now well aware of the issue, some comments on this draft suggested that we continue to emphasise this as a factor: recent speeches mentioning it mean it cannot be considered as “water under the bridge” by many Angolans.
- Angola’s Portuguese language, and its being an expensive and “difficult” environment to operate in, restricts the pool of people available to work there. Some interviewees felt this was important; others did not. 

6.1 New Entry Points, “Lack of Political Will”
In the last DoC Angola report, difficulties in influencing the GoA were emphasised, although entry points were noted. Since then, important new entry points have emerged, including a cautious acceptance of new, more collaborative approaches to national development. The overall potential for influencing the GoA for pro-poor change seems to have expanded in some ways. One contact, involved with a foreign NGO, said: 

Since independence Angola has had no chance, despite having its oil wealth. Only in the last couple of years have they been able to think about using the oil wealth for long-term development. I have had people coming in recently (to our organisation) saying ‘we don’t know how to do this. Please help us.’ It is important to look at the forms of engagement. There is a fantastic opportunity: it is a problematic, messy, imperfect area to engage in – but it is there.

The changes are slow and cautious, and many difficulties remain, but the shift in mood since the last DoC reports is meaningful, and some new entry points – notably democratic and consultative bodies emerging at ground level (see Position Paper 1) – are in areas where DFID and other development partners have considerable expertise. The civil Society Conference of November 2007, and especially the provincial-level conferences leading up to it, were also described as potentially a “turning point” for the sector, and some expressed considerable hopes that civil society groups would be able to use insights and interest in internal democratic mechanisms from civil society emerging from the conference as a platform for building capacity and credibility in Angolan society more widely. (This is discussed more in Section 1.3.2.2 in Position Paper 2.)

In his speech on December 27, 2007, announcing a date for legislative elections, President dos Santos was reported in state media
 as “hailing Angolans’ sense of criticism about the realities of the country, which allows rulers’ mistakes to be pointed out so that they choose the right path” – a clear message in support of a more consultative, collaborative approach to political power, and a change from the past.

Also, it is not accurate to say that Angola’s government is fundamentally resistant to externally-inspired reform, or at least this is not the best way to describe Angola’s stance. It is better to say this: Angola takes an à la carte approach to outside advice: it selects what it likes from external partners, and rejects what is not deemed suitable. Important parts of the World Bank’s and IMF’s advice have been accepted by Angola, such as better transparency (cautiously, and within important limits), while non-traditional partner models are also admired, as someone told us: 

China has a very strong market economy and did it their own way. They have a strong political system and they are liberalising gradually. If they did it like Russia (with rapid “big-bang” reforms) – they would collapse. 

External pressure for Angola to enact policies that is not accepted locally does not generally work; external ideas are readily accepted if considered appropriate. This prickliness goes far beyond government: a wide array of actors outside government: opinion-formers, private sector operators, academics, and many others share this deep-seated suspicion of, or at least strong caution about, outside advice. 

Another factor – gradualism – helps explain “resistance” to external ideas. However, things that are not done in the short term do, in many cases, happen in the long term. In some cases the default reaction from Angolans is along these lines: ‘we heard you – let me put it in my desk and think about.’ There is then a delay, and months or even years later the idea (or a modified version) appears, presented as an Angolan idea. 

One foreign interviewee, based in an OECD country, stressed that best strategy in terms of responding to the Angolan à la carte approach should be as follows:

I don’t think donors should have a programme with priorities different from what the government wants. We take the government’s programme and support the elements that we think are right – even if we are not fully convinced, we show solidarity which shows them that we are supporting their programme, not ours. 
Another good approach might be to present the idea informally, say, written privately on a piece of unheaded paper (rather than published in an IMF report.) One reason for this is that the capable Angolan officials who formulate policy are often so busy that they need to allocate time to digest such approaches. Another reason is that people in Angola, for reasons of an uncertain history and the president’s desire to exercise strong control, do not like making decisions about policies without consulting their superiors first. 

While external pressure does not normally work, we have not found much evidence that it is specifically counterproductive (meaning that the pressure is not only rejected but prompts a movement in the opposite direction), although in a very general sense it can be counterproductive if the advice is accepted and fails – this adds to the weight of Angolan suspicion of and irritation with outside actors. There are many examples of this. 

Examples were given, however, of when external pressure stopped (or delayed) a potential reform process because it was seen as important to demonstrate independence of thought. One example given us in this respect was Angola’s decision in early 2007 to cease its efforts to secure an IMF financing arrangement, despite the IMF having tried to accommodate Angola by taking the Angolan government’s programme as the basis for the IMF’s programme. One reason given to us was that: 
they did not want to be seen as bowing to the IMF -- although it seems that the programme would have been designed in such a way as to make it not look like that. 

Another important factor is simply a lack of capacity to implement rapid change -- something that was repeated many times during our interviews. It was stressed to us that it was important for the DoC process not to become too obsessed with political processes if that distracted attention away from stressing this fundamental and extremely important issue, which looms very large indeed as and obstacle to rapid reform. For instance, one credible interviewee estimated that the Finance Ministry – which is at the leading edge of reforms in Angola – only has about 15 staff members who are capable of carrying out “really complex work.” This lack of capacity may also usefully be taken as an opportunity for development partners, rather than as a constraint.

Many outsiders perceive power in Angola to be so tightly controlled at the presidency, and the presidential actors so resistant to western economic and political ideas, that development partners are consequently powerless and engagement cannot work. This was rejected by several interviewees. One an official from an OECD country with diplomatic experience, put it like this: 

It is important to get to know people at the presidency and (the Angolan state oil company) Sonangol. Engagement is so crucial – even if it is just in terms of getting to know people. It is almost as if everyone is afraid of people at the presidency – as if they are all monsters. They are not all monsters. The mistake most outsiders have made in Angola is to engage at the wrong level – diplomats engage with line ministries; etc. They are engaging with the messengers. There is little effort to engage with the heavy hitters in the presidency or Sonangol. . . . there is this mythology that Angolans are all prickly – if you go to Angola and try to engage, people will make time to talk to you. If you make the effort to engage, and treat them with respect, you will have better discussions and find them more open than would be the case in a number of other African countries (examples were given of this). Having said that, they won’t often make the first move.  

Other comments included the fact that Angolan officials often to prefer operating through formalised bilateral arrangements and bilateral commissions, rather through ad-hoc conversations, which tends to be more in the style of the UK Foreign Office.



6.2  A mismatch between perceptions of Angola and reality?

There seems to be a significant mismatch -- especially in OECD countries, and particularly in the media -- between the reality of economic and political change and the external image of these changes. Many external perceptions are rooted in extremely negative analyses and widely publicised analyses based on Angola’s wartime economy – notably by Global Witness and others; perceptions have not caught up with the changes that have happened. One of our interviewees said:

People have not been paying enough attention to Angola since 2002 – they have not understood that the dynamic has changed fundamentally – governments have not woken up to this. They are still thinking – war, corruption, no democracy. Some people are in a time warp.

A foreign journalist described to us how comments from an analyst about positive economic reforms in Angola were stripped out by the editors of a foreign publication because, in the journalist’s words:

They did not want this. They wanted stories about corruption.

A foreign businessman returning home to Europe said: 

I have stopped telling people about what I do in Angola. Everyone just assumes that what I do is corrupt, and you cannot change their minds. I gave up trying.

Limited transparency is certainly still an important issue, but recent  improvements, such as plentiful data now published on the Finance Ministry web site, have hardly been noted. One reason is obvious: stories about positive reforms are generally “not news”, except in financial publications; it was also stressed, however, that it is in the interests of some advocacy groups not to seek to accept or even understand this changing dispensation, for their campaigns and fundraising often depend upon highlighting the negative. 
External views of Angola typically characterise it in three main ways: first, as a sea of chaotic corruption, with a large mass of poor people being whose needs are not addressed by a hyper-wealthy petro-élite; second, as a country unwilling to reform and resistant to IMF-style influence; and third, as undertaking massive, irresponsible borrowing from any source that does not require it to reform – in particular China. In this view, providing development assistance to Angola would be, to put it crudely, “throwing money away.” 

These elements, particularly the first two, are certainly grounded partly in truth, but in fact all three perceptions are wide of the mark. There is no doubt that Angola today is rather more sophisticated, well-ordered and even more transparent than it was during the war; and meaningful reforms are underway, even if not they are often not of the kind traditional development partners would recommend. 

One should, however, also not over-emphasise the degree of reform either. While there has been major macroeconomic stabilisation and steady improvements in public financial management, the reforms have also taken place within important constraints, many of which are structured around the system of presidential patronage. While many improvements are likely to persist, other fundamental elements are likely to remain blocked. Some interviewees said there has not been enough meaningful change:  

One of the reasons you give for having a second DoC study is the rapid changes that have taken place in Angola since the last one. Rapid change – are you sure? I feel the opposite: it is the lack of change that is telling us that we (as donors) are not doing the right thing at the right moment.

Another mismatch in perceptions may be occurring between development partners and the wider Angolan population. An IRI 2006 opinion poll, which asked people to highlight the most important issues facing the country, had these results:

Unemployment

75%

Poverty


60%

Access to Health Care

45%

Access to Education

45%

Access to Water

40%

Access to Electricity

40%

Roads



37%

Corruption


34%

Food/Hunger


32%

Crime/Violence

30%

AIDS



28%

Human Rights


27%

Diseases


24%

Transportation


19%

Income redistribution

18%

Others



3%

Some results may be surprising, such as the relatively low ranking of corruption and human rights, and that a desire to redistribute income was the lowest of all of the main ranked priorities in this survey. 

6.3 Problems with the development partners themselves?

Many of the problems with engagement by development partners in Angola stem from the development partners themselves. One problem which emerged in an interview appears to involve a confusion about accountability in development projects generally:  

DFID wants to be in Malawi, and is the biggest donor there. But of course people worry that that this means they (the Malawians) are accountable to DFID, and that is not good. Now in Angola there is not going to be this problem of being accountable to donors; they don’t have the leverage. But DFID does not seem to want this either. So what do they want? 

One or two interviewees cited another problem: the politics and economics of resource-rich countries like Angola are still poorly understood (at least in terms of formulating policies that work). Several interviewees made this point. As one put it: 

Angola is seen as an oil producer with poverty – the U.S. and other western actors do not have a model to deal with a rich/poor country like this.
 

Angola has the resources to – and in several instances has proceeded to – simply purchase the necessary expertise instead from private overseas companies. 

Others stressed poor harmonisation of foreign development programmes as a problem, at least in some areas. The clearest example comes from the behaviour of several Paris Club members – Portugal, Germany and the United States were singled out by one interviewee – which have pursued bilateral debt deals with Angola instead of trying to secure a co-ordinated debt renegotiation in concert with the IMF. Commercial factors have clearly also reduced some countries’ willingness to speak out strongly against arrests and detentions of, say, human rights activists. (In less politically-charged areas – such as in health or education – co-ordination has not been badly affected by these factors.) Angola’s high-cost environment and other negative factors deterring development partners may play a part too – development programmes may be too small to be considered worth co-ordinating, and scarce embassy staff too stretched to have time to work on this. One official highlighted poor co-ordination between the World Bank and the EC, perhaps as a result of bureaucratic and inflexible processes, or other factors. 

Two possible reasons were given for tighter development partner harmonisation in Angola. One was that a more united front would achieve better leverage – though this was rejected by some, who argue that a more united front might simply make the GoA more resistent. Another reason given for the importance of development partner harmonisation was not about leverage, but about development partners speaking with one voice, avoiding mixed messages and taking up the time of the few (very busy) capable and motivated Angolan officials One remark illustrates this:  

I think that this co-ordination of donors is essential – more important than maybe anywhere else. You have a place where capacity is low, then you have everyone talking to the same person with different voices, this just confuses people and retards the process. There are already too many forums for donor co-ordination – the UNDP, the EU Countries, the World Bank – it would be essential to have a forum of forums.
Some felt it was wrong to single out Angola from this perspective: this a major problem in all poor countries – many of which have a far higher multiplicity of development partners and greater potential for confusion. Nevertheless, an Angolan interviewee put this problem a different way, which may be more pertinent: 

There is a feeling in Angola that we do not understand what these countries want.

A related comment also from the Angolan side, and repeated in various forms, was this: 

Angola already knows what it wants and how it wants to do it. The Angolan interlocutors have been the same for many years – but with the foreigners, they are always changing. 
Here was another criticism of the traditional development partners, again from an Angolan:

If we look to our needs for financing and government programme  - we see that there is space for the international community to help. We feel that there has been very little financial support. It is a long time that we have been waiting for help to arrive. The problem is basically this: firstly, financing; second; the slowness of the donors.

Several interviewees stressed this latter point: long time delays between when Angola asked for assistance and when it was received. In several instances the GoA found other options, such as buying the services of commercial consultants, to fill the gap. One delayed project was commented on like this:  

The programme is taking a long time to start up and if this does not happen soon the government is going to go ahead alone. 

This highlights a central point of friction for development partners: many of them argue that Angola has all this money and indeed a fiscal surplus – but it doesn’t want to spend it on direct poverty reduction; Angolans argue that all the injustices of the past perpetrated by foreigners mean there is a moral and historical duty to intervene. 

Another common complaint was that some interventions are perceived as box-ticking exercises, especially but not only with multilateral institutions. Several Angolans saw this as disrespectful: outsiders are not prepared to invest time and attention to Angola’s politics and history. The ECP (poverty reduction strategy) was seen as fitting this: 

Restricting our actions to the ECP – that implies restricting our own development. We also have to invest in universities, in science, in technology. Poverty certainly requires attention, but extending state administration to all of national territory is a package: there (is a need for) schools, hospitals, etc. – but this is just one element of development; it does not stop there. 

On a more positive note, some Angolan interviewees felt that a positive process of learning about, and adjusting to, Angola had been underway in some international financial institutions, and this was helping improve relations in the last two or three years. 

IMF programmes in 2004 or 2005 were of the one-size-fits-all type. But Angola has its own specific circumstances. We have been at war since 1961. This is the country we inherited. These institutions (IMF and World Bank) said “cut spending” but you cannot do that after the war. How does a government justify to its people not demining, building bridges? IMF programmes have a basic purpose: to avoid balance of payment crises – to avoid damaging the world economy. If my economy is in surplus, where is the technical need to have an IMF programme? The United States needs an IMF programme more than Angola does. The IMF could not show us where there was a need for one: no financial crisis, no balance of payments crisis, no fiscal crisis. The IMF has started to understand this – from about 2006, it started to understand.
6.4 Other approaches?

Non-traditional development partners like China seem to have overcome some of these above issues: first, with bigger financing (the provision of apparently subsidised loans
;) second, with faster availability of money (though Chinese-funded projects have been slower to materialise than Angolans initially hoped.) Some interviewees said traditional development partners might identify areas where the interests of commercial actors intersected with the interests of the poor, as this could provide useful new entry points with potentially large impacts. One area that some thought promising was in the area of land rights – where a strong drive to increase banks’ credit to the economy was hampered above all by the problem of insecure land rights. This is an area where there are clearly great risks too, however. It is covered in more detail below.


7. POLITICAL POWER IN ANGOLA

· Who are the main actors/institutions/groups that influence political and economic power in Angola now?

Before addressing the specific terms of reference, a few broad points must be noted. 

7.1  Power is centralised in Angola

Political power in Angola is extremely centralised, around the presidency in particular. Other Angolan sovereign bodies – such as the ministries, the armed forces, the intelligence services, Sonangol, and even powerful interests in the private sector, are strongly subservient to the presidency. Even as post-war economic growth has produced a wider array of actors in the Angolan economic scene -- which should theoretically reduce the degree of centralisation -- the president and his advisors have actively worked to mitigate challenges from any potential alternative power bases. Loyalty and obedience to the president is a prerequisite for holding political power in Angola.

This centralised structure has several important features. One is the existence of “gatekeepers” – people in a position to control access to the president himself – making it harder for development partners or others to secure face-to-face meetings.
Another feature is that vertical dependence upon the president leads to factionalism and competition at the higher levels of power for access to state resources, permissions and favours. One example is the case of General Fernando Garcia Miala, the powerful head of the external intelligence services, who was dismissed in 2006 and has recently been imprisoned (and this was followed by a significant clean-out of personnel at a number of Angolan embassies overseas.) One commentator described his downfall like this:

With the characteristics of power that we have in Angola, these are powers that base themselves strongly on balancing interest groups – or, one could say, factions.  I believe that with the way things are going, that which we could call the “Miala faction” is going to be in difficulties with respect to other factions because we know that these kinds of situations at these levels are generally not very nice.

When Miala was sentenced to four years in jail on September 20, 2007 for “insubordination”, three of his closest collaborators were sentenced along with him, illustrating that it is not just faction leaders, but their subordinates too, who stand or fall in these kinds of factional disputes. Miala appears to have fallen as a result of “disloyalty” and that he was considered to have become “too visible” – he had, for example, launched a visible project to provide protection for some street children, and had acquired significant influence in, among other places, the media. 

7.2 Street-level Disenchantment is Probably not a Threat

There is certainly great discontent about living conditions among the poor, occasionally leading to small demonstrations or other minimal displays of discontent, but it is harder to argue that this is translating into dangerous and widespread anti-government sentiment. One DoC team member has noted since the early 1990s that foreigners (often relative newcomers) repeatedly and mistakenly predicting that poor social conditions in Angola will eventually cause a popular explosion: demonstrations, strikes, or even an uprising against the GoA – especially once the war ended and the GoA could no longer use the military situation as an excuse for poor social conditions. Aside from the civil war itself, however, this kind of widespread grass-roots open opposition (as opposed to just discontent) has never seemed close to materialising. 

This is for several reasons. First, the alternatives – notably UNITA – are not seen as viable by many people. As one of our respondents put it: 

Many people believe that not only will there be no fundamental change with election, but it is also not desirable. This is because the Angolan opposition parties do not have the experience and the maturity.

A survey commissioned by the independent Semanário Angolense newspaper in Luanda, published in June 2007, concluded that just 16.8% of the respondents said they intended to vote for an opposition party. (It is not possible to judge how accurate or unbiased that survey was, but many Angolans were not especially surprised. However, the survey recorded a decline in support for the central government and for the Luanda provincial government over the past year.) More generally, however, broad-based popular movements against the government tend not to appear in systems of patronage politics, because political activity, especially in mineral-rich countries, tends to be factional, rather than broad-based: it is about “fighting for a share of the cake,” or becoming lobbyists for access to state funds, rather than co-operation with other factions. This competition involves political and even social fragmentation, and also the erosion of trust and a feeling of shared citizenship. Factionalisation is used by Angola’s rulers to divide or otherwise weaken potential sources of domestic opposition. Frustration at an unresponsive political process may lead to higher criminality, but the authorities have the resources available to deal with this too.

There is also a widespread perception that people’s lives may have not been getting worse since the end of the war in 2002. A national opinion poll commissioned by the International Republican Institute (IRI) and carried out in 12 of Angola’s 18 provinces between June and September 2006,
 may be worth noting  (although many Angolans expressed surprise at some of its results).  Of the 3,678 respondents, 59% said their lives were the same, or more or less the same – and 36% said their personal situations had improved, versus just six percent who said their lives had worsened; a remarkable 73% believed that the country’s economic development since 2002 was going well. Even more remarkably, 91% of respondents said the government was doing a “good” or “excellent” job of addressing Angola’s principal problems, with only five percent giving it a failing grade. In addition, only 14% of those polled said there was “no democracy” in Angola, with 56% saying either that democracy exists with few problems, or that total democracy exists. 

When participants ranked the issues they thought were important to debate during electoral campaigns, income redistribution was ranked lowest of 15 concerns, and corruption eighth. 

The poll also asked people to identify the institutions “most trusted” and “least trusted” to solve the problems of the population. 

Most trusted




Least Trusted

Institution



%
Institution



%

Police




66
Parliament/Deputies


41

Churches



49
Political Parties


31


Friends and family


34
Private Newspapers


23

President of the Republic

33
Courts




21

Traditional Authorities

21
Police




19

Municipal Administrator

18
President of Republic


18

Governor



18
Central government


18

Parliament



16
Traditional authorities


17


Courts




13
Private radio



17


Central government


10
Governor



16

NGOs




7
Jornal de Angola


7


Private newspapers


2


Jornal de Angola 


1


The scale of these results, however representative of reality, will surprise many outsiders, who sometimes assume that severe inequality and bad living conditions of the poor must necessarily cause massive discontent and disenchantment with government.

7.3 Recent history of political power in Angola

It is said that when José Eduardo dos Santos took power in 1979, he was accepted as a compromise candidate by competing interests, many of whom believed they could control him. Subsequently, the late former UNITA leader Jonas Savimbi used to say that President dos Santos was in fact less powerful than some of the people around him, such as a number of figures around him at the presidency. 

These perceptions were wrong, and the president has since proved a master of political power games, balancing different factions against each other, but, more importantly, always taking steps to weaken any potential source of opposition to his position or any alternative power pole in the ruling structures. He dominates the political scene – he is a stronger president than in several other countries in the region. Political reforms in Angola, such as the decentralisation and deconcentration process (see Position Paper 1), are allowed, but only in ways that do not directly threaten the presidency. 

The current political dispensation under him has evolved gradually from an inflection point on January 29, 1999, when he appointed a new government, with Joaquim David (formerly CEO of Sonangol) as Finance Minister, Ana Dias Lourenço as Planning Minister, and the abolition of the prime ministerial post, with President dos Santos becoming head of government and of the armed forces. This followed the return to war of December 1998, and came amid signs that UNITA was reinvigorated, having used the previous years of peace to re-arm substantially. This saw the start of a period of substantial economic reforms (see Section 8, below).

A reason given for taking over as head of government and armed forces commander-in-chief was to ensure better co-ordination between the government and the armed forces at a time of war; another reason was to give the president a greater degree of control.  

Subsequently, a process was undertaken to establish the legality of the move: the constitution states that while a Prime Minister co-ordinates government, the president presides over the Council of Ministers, and the president asked the Supreme Court to clarify who this meant was head of government. It concluded that the President is the head of the government. This illustrates another aspect of political power in Angola: while the President always tries to give the impression that he is acting strictly within the scope of the law, in reality he sometimes acts first, then establishes legality later. 

A Prime Minister was again appointed in December 2002, once the war had ended. At the first session of the Council of Ministers following the appointment, a resolution clarified the lines of authority that ran respectively from the President and the Prime Minister. It was resolved that: 

· The Ministries of Interior, Defence, Justice, Foreign Affairs, Finance, Planning, Petroleum, Geology and Mines, Transport, and the Central Bank, as well as the Sonangol and the state diamond company Endiama and ad-hoc bodies such as the Gabinete de Obras Especiais, report to the President. These are all the bodies where real economic and political power lie. 

· The other, less important, ministries, report to the Prime Minister (who himself reports to the president.) 

This formally makes the Prime Minister a comparatively weak figure; the fact that he has this authority at all partially reflects the need for the President to hand over some of his more time consuming, less important tasks. The Prime Minister also is useful in terms of his ability to take responsibility for mistakes that may have been made elsewhere in government, including the Presidency. These power relationships remain in place today. 

Another current power shift is worth noting: a decentralisation and deconcentration process, involving the conversion of pilot municipalities into autonomous budget units, and a push towards eventually establishing autarquias (directly elected local units of government) at the municipal level. These are explored in Position Paper 1.

7.4 Power’s transient nature

The president closely manages the patronage system, and routinely reshuffles power across government to ensure an overall power balance, including through the creation of unconventional state bodies. This sometimes has the characteristics of “musical chairs” – by and large, when people are removed, they are appointed to new posts elsewhere, not (with occasional exceptions) sacked entirely. This generates a certain institutional instability and fracture, and provides another example of the primary presidential imperative – to preserve political power – trumping the secondary imperative – to make state institutions more efficient, sophisticated and effective. One example would be the dismissal of Fernando Miala, as described above; another would be the removal of João Lourenço as secretary-general of the MPLA in December 2003, four months after he had said in public that “I do not consider myself excluded”
 as a possible future candidate to replace President dos Santos once he steps down. 

Another example of this transience is the emergence of the Gabinete de Reconstrução Nacional (GRN), a presidential body created in October 2004 and led by Helder Vieira Días “Kopelipa,” an unelected advisor at the presidency who for years has been one of the president’s most loyal and influential advisers. As the independent newspaper Semanário Angolense said,
 following the creation of the GRN: 

Political and administrative management of the country is no longer something predictable according to any kind of theory, but instead, by contrast, a permanent box of surprises. 

The GRN’s emergence diluted the influence of the Finance and Public Works Ministries, which, with large amounts of money from rising oil revenues and fresh loans, may have been seen as becoming too powerful. (This is discussed further in the Position Paper 1.)

In the same article, Semanário Angolense
 gave an example of the transience and “musical chairs” nature of power, describing how one powerful official lost power, without actually losing his post. 

This is where the disgrace of [Carneiro] began . . . he had “eaten too much” – meaning that he had usurped significant sums of money. To bar his access to the Chinese money, the President, who wishes to give his government an image of stability, did not sack him, but instead tied his hands with institutional artifice.  

Another example of the creation of unconventional institutions came in 2005 when Simão Paulo, the governor of Luanda, was removed and replaced by a new administrative “management commission” for Luanda, co-ordinated by two presidential insiders, Higino Carneiro and António van-Dunem, and a loyalist newcomer, Job Capapinha.  One of its overt aims was to clean up the capital (“saneamento”). 

Power is also diluted through the creation of (among other things) interministerial commissions, whose overt purpose is to improve co-ordination within the government, but which also give the president an additional layer of control. This blurring of reporting lines not only dilutes the power of institutions such as ministries, but can have more general effects. One example would by the Interministerial Commission on New Citizenship in Angola, whose aim is to influence emerging discussion on what it means to be an Angolan citizen. As one recent comment from the deputy information minister illustrates: 

It is the aim of the Interministerial Commission for New Citizenship in Angola to restore in the minds of the population the notion of the authority of state, which has been lost in consequence of the armed conflict, he said. According to him, one of the consequences of the armed conflict was that a large part of the population lost the notion of state authority and instead tended to use their own means to resolve various kinds of disputes that emerged in the communities.
 

These kinds of moves are not only used to reduce and dilute the power of certain people or institutions (such as the Finance Ministry and Minister), without actually removing them, but also can reflect a lack of presidential trust in the capabilities of those in the current institutional set-up to improve service delivery, and a desire to get things done as quickly and reliably as possible through alternative channels. This willingness to use alternative mechanisms to get things done is widespread: another example would be the use of oil-backed loans, as described in the previous DoC reports, routing the payments not through the less reliable local financial system but instead through more secure alternative mechanisms. 

This use of alternative mechanisms fits neatly with the president’s preference for a system based on vertical political relationships – culminating at the top with him – rather than horizontal relationships, which may result in alliances that are likely to be harder to control. This is crucial: it goes a long way towards explaining some of the dynamics and disconnects in the system that are discussed in Position Paper One. This political fragmentation, encourage by resource-based politics, is often mistakenly underplayed in current analyses of the “Resource Curse.” 

Another example of this transience – and its longer historical pedigree -- is provided by Tony Hodges in his book Angola: Anatomy of an Oil State.
 He provides a table listing the planning and finance ministers from 1990-2002, outlining not only the relatively large number of different ministers over the years (and the lack of a planning minister from 1990-1994,) but also a fluctuation in the relative power of the ministries, with the lead role considered to have moved back and forth between Finance and Planning, and a long-term flip-flop between “reformist” and “anti-reformist” policies. There appears to have been something of a stabilisation since 1999 – which this study argues was something of an inflection point, with Finance having been the more powerful than Planning since then. There is more to this, however, as is discussed further in Position Paper 1.  

A lesson that might be drawn by development partners from these examples would be that this transience makes it risky to put all one’s eggs in one basket (e.g. by working with just one ministry, which may subsequently lose power). Another lesson would be that reformist trends have been reversed in the past, and any given reform process in Angola should not be presumed irreversible. The current relative institutional stability is underpinned not only by a definitive end to the war, but also continued high oil prices – the possibility of an oil price crash means future crises should not be ruled out. 

A further point related to this institutional instability is that some overt institutional changes, while apparently important, may be less significant than they might appear. One example of this would be the appointment of Desidério Costa, a trusted presidential insider, as oil minister in December 2002. In fact, while he had previously been the deputy oil minister, he is said to have been the real power in the ministry all along. (His strength comes not so much from his position as minister but from his reputation as being a presidential insider, and also being seen as loyal and trustworthy.) There are, in fact, several cases where the deputy minister is more important than the minister – notably, but not exclusively, in positions (such as the Ministry of Geology and Mines) that were granted to UNITA in the Government of Unity and National Reconciliation.  

The example of Desidério Costa reveals another tendency related to shifts in the power relations in Angola: in some cases a shift in one direction in one institution may be matched by a balancing shift in the other direction somewhere else. Desidério Costa’s appointment as oil minister in December 2002 came at exactly the same time as the appointment of José Pedro de Morais as Finance Minister (and the appointment of Aguinaldo Jaime as deputy Prime Minister.) In this case, the promotion of a reformist economic team to one strategic sector (Finance) was balanced by the promotion of a hardline member of the old guard (Costa) to one strategic sector (Oil) This reflected the long-running policy of cautious gradualism in economic reform, avoiding too much reform at once. 

One interviewee postulated another, more recent example, of such a balancing mechanism. This was the creation in March 2006 of the Banco de Desenvolvimento de Angola (BDA), which will see five percent of oil tax receipts channelled into the provision of subsidies for the development of the non-oil sector. Fears have been expressed that such a body could, despite potentially good intentions, end up carrying out some functions similar to the Caixa de Credito Agropecuaria e Pescas (CAP) which was closed down after amassing large debts amid accusations that it had provided large credits on purely political grounds. Some interviewees believed that there were incentives for political criteria to be used in the BDA’s choice of allocations (though there is currently no evidence that this is the case, and these choices could still be consistent with fostering non-oil development if the chosen recipients are capable). The setting up of the BDA happened at the same time as a number of reforms were being enacted or being prepared elsewhere, involving the strengthening of the finance ministry and better transparency. As one of our interviewees put it: 

In a sense, when there is a good reform in Angola, you sometimes see a compensation mechanism emerging behind the scenes. The Banco de Desenvolvimento – may have been a reaction to greater transparency in the oil sector – projects for the boys. 
7.5 Power, patronage and corruption

Another tendency in Angola, as in many countries, is that while the president may not act publicly against all forms of corruption, he resists chaotic corruption. If insiders enrich themselves they must still carry out their duties – such as get the relevant road built. In the Angolan model, acts of patronage may not be automatically inconsistent with development: officials may access lucrative positions, permissions and resources, but in exchange for this, political support is expected, and the institutions of state (and other mechanisms) must work as efficiently and as well as possible given this political environment. This is explored further in section 8.4.9 below. 

One knowledgeable insider told us that base salaries were deliberately kept relatively low –parliamentary deputies were cited as the example – and they then competed for subsidies and other favours in an informalised system of patronage. 

7.6 The power centres, national, regional and local.

The last DoC report outlined some of the power centres in Angolan political life. This report will not repeat all those sections, but will instead outline only some of the most important elements, and relationships between them. 

7.6.1 The presidency

The president himself should be considered the first line of power: the most important from a hierarchical point of view. 

A second line of power includes presidential advisors. Although several powerful unelected officials cluster around the physical location of the presidential structures (Cidade Alta / Futungo de Belas,) in reality “the presidency” is more diffuse – many members of the presidential circle are in fact in a third group, sprinkled around a wide array of public bodies. 

An example of the first kind of presidential group is Manuel Helder Vieira Días “Kopelipa,” head of the military office at the presidency. These people in a sense compete with, and tend to be rather unpopular in, other institutions of state. An example of the second type of presidential figure is the oil minister Desidério Costa, from the old guard (see Position Paper 1 for an example) who was appointed in December 2002; Manuel Vicente (head of Sonangol), or some figures in the MPLA. These people are not strictly inside the presidency, but they are undoubtedly part of the presidential circle. 

7.6.2 Sonangol

Sonangol (and to a lesser extent Endiama,) the state oil and diamond companies respectively, are the other key elements of the second line of power. Sonangol has successfully resisted efforts by other state institutions – including by the oil ministry -- to encroach on its power. As one interlocutor put it, about the relative weight of oil minister Desidério Costa, versus Sonangol chairman and CEO Manuel Vicente: “Desidério has no power over Manuel Vicente.” More recently, however, there have been signs that the Finance Ministry and other institutions have been getting a little more strength relative to Sonangol, at least in the sense of being able to obtain information about Sonangol’s alternative financing mechanisms; meanwhile, Sonangol has signalled that it will shift away from being an alternative arm of the presidency in the economy, towards becoming a more “normal,” commercially-minded oil company. However, this shifts is hardly discernible so far, and it remains to be seen how far it will go. This is discussed in more depth in Position Paper 1. 

7.6.3 The Council of Ministers (cabinet)

This is a formal structure through which major decisions are taken (it approves policies and legislation) – but real power lies elsewhere: notably with the President and his advisors, and a few ministers. The most fundamental questions of power are not dealt with either in the Council of Ministers or in the MPLA’s political bureau.

The cabinet is supported by a powerful secretariat which supports the President in preparing and filtering the subjects for considerations and co-ordinates the various commissions involved. The secretariat can facilitate (or obstruct) subjects coming to the president and to the cabinet’s attention (although other channels exist too.) Sometimes subjects can wait for years before being aired. The secretary of the Council of Ministers is Joaquim António Carlos Reis Júnior, a lawyer who was president of the MPLA in the 1980s. Secretaries are usually heavyweights (past ones include António van-Dúnem, José Leitão, Carlos Feijó) and they are sometimes called upon to negotiate or oversee sensitive dossiers.

There are two technical groups: one for each of economic affairs and legal affairs, composed of skilled technocrats, who work on the technical aspects of dossiers before they are submitted to cabinet sessions. In the actual cabinet sessions, ministers and secretaries of state are present, and vice ministers can be involved too, along with national directors or other high officials. Presidency staff are always present, and sometimes the Prime Minister is too. Normally, subjects which reach the cabinet have been well prepared beforehand and already presented to, and approved by the president for inclusion. There is also a Permanent Commission of the Council of Ministers which meets frequently on sensitive matters. Ministers who are not from the MPLA may not attend. There is a weekly meeting between the President and the Economic Team (deputy to the Prime Minister, Ministers of Finance and Planning; Secretary of State for State Enterprises and BNA governor. There is no voting in the cabinet: there is instead consensus, since everything is largely prepared and decided through the technical groups.

In the last few years the visibility and productivity of the cabinet has been growing; it is meeting more often than before (often weekly); its agenda is always full; its decisions are now routinely published in a subsequent press conference (which only state media attend). Often rather spurious matters appear at cabinet; this is because often ministers are fearful of taking decisions and prefer to secure approval before deciding anything important. Parliament normally then discusses and ratifies draft laws approved by the cabinet; only a few laws are initiated by the parliamentary groups.

7.6.4 The economic team

This consists of the Ministries of Planning; Finance; Public Administration and Social Security (MAPESS), the BNA (and also the Secretary of State for Public Enterprises) and it is (as a group) focused on co-ordination and bringing coherence to government economic policy. It is co-ordinated by the Assistant Prime Minister, Aguinaldo Jaime, who is the operational link between them and the Prime Minister and the President). Continuity is obtained through weekly meetings of a commission comprised of the respective deputy ministers, BNA vice governor, and some ministerial directors. However, the system does not work especially well: there are overlaps and disconnects between the various institutions.

7.6.5 Parliament

This is to a fair degree (and has been for years) a rubber-stamp body that legitimises decisions taken elsewhere. The MPLA has 129 seats in the 220-body national assembly; UNITA has 70, with the remainder being held by smaller parties. According to the constitution, the head of government (the President) should present the budget to parliament; in reality he never does, but delegates this task to the Prime Minister. This saves him time; it underlines his authority; and it ensures the Prime Minister must face any difficult questions. Parliament is seen, as one interlocutor described it, as “containing antibodies” – that is, UNITA and other opposition members. The MPLA does not need the support of other parties in parliament to achieve its main goals: it can pass legislation and budgets with its simple majority.

Occasionally very sensitive matters – like Angola’s invasion of Congo-Brazzaville in 1997 – bypass parliament, in contravention of the law. (This was in fact one of the rare occasions when the opposition took a matter up in parliament.) 
Parliament is further weakened because it has now been peopled by more or less the same individuals for 15 years. As one parliamentarian said to us: “we are tired of seeing each others’ faces.” Parliamentarians also owe their places to a party list system, rather than a constituency system where each member is responsible to a certain constituency. This removes one layer of accountability. Because opposition parties know the Prime Minister has little authority it has fewer incentives to ask tough questions. UNITA’s (and other parties’) questions at budget time are regarded as being weak: parliament is not seen as an arena where political change can be achieved.  Discussions are often more heated inside the relevant MPLA parliamentary forum than inside the full parliamentary forum (i.e. between the MPLA and other parties). Nevertheless, interesting discussions do occasionally happen in the full parliamentary commissions.

7.6.6. Gabinete de reconstrução nacional (GRN)

This is an independent, ad-hoc body reporting directly to the president and charged with overseeing many large infrastructure projects, notably Chinese ones. Information on this is sparse. In fact, the idea for this is an old one: it was first suggested at the time of the 1994 Lusaka Protocol, when it was decided that the armed forces would play an important role in infrastructural reconstruction. After the end of the civil war, the president decided not to put this under the army’s direct charge, but instead under the control of the military affairs department at the presidency, under Helder Manuel Vieira Días “Kopelipa”. It has no institutional links with the Public Works Ministry (which is supposed to oversee infrastructure), which has no influence in the GRN, although the Finance Ministry has some (apparently growing) influence: (see Position Paper 1, Section 1.3.2) The GRN does not only work with the Chinese money: it has other projects too.

7.6.7 Sub-national levels of power

The most important sub-national posts are held by 18 provincial governors, who are nominated by the president. During the war several governors developed reputations as having few limits on their powers, and able to act with near-impunity. Their reputation is now improving. The Prime Minister tends to meet with them every few months, but he has relatively little power, so cannot easily articulate their needs with higher authorities. Reporting lines between central, provincial and local institutions are somewhat tangled and can cause big problems with accountability and budgetary processes. 

In sectoral terms the director of the provincial GEPE (Gabinete de Estudos, Planeamento e Estatísticas) is most powerful; the GEPE is responsible for planning, programming and co-ordinating state activities – preparing budgets, working out financial programming and executing expenditure, either directly or through the municipal or communal administrations. The director of the GEPE is appointed by the governor. There are also provincial directorates which represent the sectoral ministries but depend organically on the provincial government (a directorate often brings together more than one ministry.) Finance and Interior are exceptions: their provincial delegations depend organically on the central ministry. 

Lower down, municipal administrations are led by a municipal administrator, and consultative bodies are now emerging: Conselhos de Auscultação e Concertação Social (CACS). Lower-level administrators tend to have weaker capacity, and President dos Santos’ centrally-directed networks tend to be less directly intrusive at these levels, so there are often more entry points for NGOs and traditional development partners to work with the authorities. Nevertheless, there is also important, and almost direct, influence of the MPLA’s local organs on administration at these levels. These political structures are described in more detail in a separate section on sub-national levels of power in Annex 7, and their implications are discussed in Position Paper 1.

7.6.8 Opposition parties, notably UNITA.

UNITA is weak in terms of both political influence and technical and institutional capacity and coherence. 

Part of this stems from a suspicion of the party in the general population, particularly those worst-affected by war. Also, in its formative years UNITA was enormously beholden to and shaped by Jonas Savimbi, and his death left a vacuum. Also, Savimbi sent a number of top UNITA officials overseas to study. This has resulted, according to interviewees, in many of the current crop of leaders not having enough experience and knowledge of Angola (from the Luanda perspective) and of its history. Historically, the MPLA’s top leadership spent far more time in Angola, and specifically in Luanda. 

In addition, many senior UNITA officials are too preoccupied with winning posts in future elections to focus on other priorities. For example, while UNITA is very interested in political decentralisation and especially locally elected autarchies, they appear to have taken little interest in the process of financial deconcentration (such as the conversion of municipalities into Unidades Orçamentais). 

There are other well-known reasons for UNITA’s weakness: they are believed by many to be the victims of infiltration, intimidation and co-option, and some in the UNITA hierarchy are pursuing their own business interests. Also, under the power-sharing arrangements of the Governo de Unidade e Reconciliação Nacional (GURN), UNITA has been allocated ministries, vice ministries, governorships, vice-governorships, and other posts – which makes it a party that is both inside government, and in the opposition, at the same time, thus confusing its priorities a little. 

As UNITA president Isaias Samakúva publicly said about an “Agenda Nacional de Consenso” which is supposed to represent an effort to be consultative on grand national strategy:

Without an agenda of equality there cannot be an agenda of consensus. We don’t believe in it. The mentality by which some people are the ones who can do everything, and the purpose of the others is to clap their hands – we think this should have been abandoned in 1992.
 

Other political parties are all rather weak, with few prospects of getting many seats in parliamentary elections or otherwise influencing politics in Angola. The two most important are probably the Frente para a Democracia (FpD) and the Partido de Renovação Social (PRS). The FpD is a party of intellectuals, which produces some of the best analysis and criticism of the government, but it lacks a broad base of support. The PRS is strongest in the diamond-rich northeast, and is capable of influencing change in those region and is likely to gain some parliamentary representation in the forthcoming elections. However, it lacks a strong national following.The Partido Liberal Democrático (PLD) has had something of a similar character to the FpD, but it is quite strongly based on the personality of its leader Anália de Victória Pereira and has been quiet of late. The PDP-ANA has been divided and had a low profile since the death of its charismatic leader Mfulumpinga Nlandu Victor in July 2004. The once-powerful Frente Nacional para a Libertação de Angola (FNLA) is also deeply divided and has very little influence. The Frente para a Libertação de Cabinda (FLEC) is a highly fragmented movement which has been rather quiet since some of its faction leaders signed a peace agreement with the government in August 2006.

7.6.9 The Churches

The Catholic Church is powerful in Angola, and sometimes takes political or quasi-political stances, such as its role in the peace movement in the later stages of war. It is not clear that the Church decisively strengthens civil society (and we will not tackle the question of whether or not the Church is part of it) and it is not homogeneous: some parts of it are more progressive and credible than others. However, the IRI study pointing to just 49% of people identifying the Church as a “most trusted” institution (versus 66% for the police) suggests that this credibility only stretches so far. The Church is careful to say little with respect to its relationship with the state; the state is careful with the churches too; the balance between collaboration and criticism is an uncomfortable one, and some participants felt that many of the churches more generally heavily favour the MPLA. The issue of Radio Ecclésia, which illustrates the difficulties, was covered in the last DoC report. 

Some churches, notably some coming from Brazil (e.g. the Igreja Universal) seem to be objectively allied with the authorities. Islam is not very strong in Angola, although its influence is growing.

7.6.10 The private sector. 

A stated aim of government policy is to diversify the economy away from dependence on the mineral sector. This has happened to a fair extent – notably in the area of services but very little in tradable productive sectors – and success up to a certain size is welcomed by the government. As businesses grow, however, they tend to become more politicised – and businesses that are not seen as being staffed by “loyalists” tend not to prosper. A good example of this would be the Banco Comercial Angolano, whose founders and shareholders include three politically reformist MPLA officials whose tendency fell out of favour in the late 1990s. While other banks in Angola has prospered, the BCA has had opportunities closed and some prospective clients have in the past been “advised” not to set up a relationship. A large share of the most successful enterprises has significant shareholdings by a small number of politically well-connected officials. Ethnic or racial factors do not seem to play a very important role in this dynamic, although we were told that in many cases mestiços were often favoured in the private sector as a calculated strategy, because they were not seen as a political threat to the president (most Angolans would reject the idea of a president who is not black.)

8. ANGOLA’S DEVELOPMENT PATH

· What development path is Angola now following and why, and what have been the main changes since the end of the war?  

8.1 Overview: changes since the last DoC report

First, we will discuss Angola’s “development vision.” The last DoC report discussed this, and described:

· A dominant vision of top-down, accelerated, economic development, a vision of master planning with heavy emphasis on external borrowing and government investment to build infrastructure: a focus especially on the hardware of development. The state, helped by natural resources revenues, can solve the nation’s ills. The poor are considered objects of, more than participants in, development. Higher education and technology transfer are key elements, along with a strengthening of the state’s efficiency.

· This vision is driven most strongly by the presidency; somewhat less emphasis on it is seen in the Finance Ministry; different actors stress different aspects.  In the MPLA, for example, central planning is key; in Public Works, infrastructure is especially supported.

· There is no coherent, sustained domestic critique of this approach.

· This vision often conflicts with models advocated by development partners: a heavier focus on the software of a nation – such as recognition of occupants’ rights, independence of judiciary and regulatory authorities, the media and economic agents, and strong and independent civil society, with the majority poor as essential contributors to, and the primary focus of, development.  

The development vision was explained by a number of factors: 

· War destroyed so much that it is easy to sell a vision with physical rebuilding as the primary focus of development.

· The state’s large natural resources enable it to invest heavily, and its unconventional oil-backed financing mechanisms enable it to borrow to build, with foreign partners.

· During the war, policy-makers had had few incentives to think hard about long-term development since Portuguese colonial times, when the economy, and the development vision, were predicated on big agro-industry, oil, diamonds and manufacturing. 

· Angola has been in a time warp: while traditional development partners’ models evolved away from this model, centralised master-planning persisted in the Soviet bloc, and many senior officials today formed their world views during Marxist-Leninist times.

· Vested interests – including Angola’s influential favoured partners (like Brazil, Portugal or China) profit from, and therefore encourage, infrastructural reconstruction.

· Angola’s home-grown mechanisms for delivering big projects – notably via oil-backed credit lines – are relatively effective; inefficiencies in other parts of the economy make it harder to achieve subtler goals like setting up an effective national health system. 

· Oil dependence, and policies to stabilise the Kwanza currency (which have negative Dutch Disease effects and harm parts of the private sector), increase the economic (and thus political) weight of the state vis-à-vis the private sector. 

These descriptions remain broadly valid. This report extends and updates the analysis. First, a couple of points are worth noting, related to the above:  

· Through attrition, the relative weight of the Soviet-educated old guard has shrunk somewhat; new actors with new visions are entering the civil service and politics.

· New, more consultative approaches to policy-making are now emerging. 

· The emphasis on high technology and “modernism” has, if anything, been reinforced; the weight of oil is even greater.

· The authorities wish to increase the sophistication and efficiency of domestic institutions, to complement and, hopefully replace, some or all of the unconventional mechanisms.

· Local bank financing have, to a limited degree, been displacing (or filling shortfalls in) funds from Chinese and other non-traditional development partners.

8.2 Relevant history and background

The current cycle of economic reforms did not start with the end of the war, as some might expect. The key changes started ahead of a major, centralising government reshuffle in January 1999, after which the MPLA approved its Global Strategy for Exiting the Crisis (Estratégia Global para a Saída da Crise,)
 aimed at macroeconomic stability, and increasing domestic production. Although the reforms started then, interviewees said that they started working on designing the economic changes at least a year and a half earlier, in 1997: a time of ultra-high inflation and macro-economic instability. This, among other things, points decisively to the fact that the changes have been driven primarily by internal factors; not by outside forces such as the IMF – even if many (but not all) are what the IMF would have recommended. 

The tumultuous political changes of the early 1990s: the abandonment of Marxism-Leninism, the peace agreement and major economic reforms, marked a period in which Soviet-styled models were rejected and “western” influences were accepted to a greater degree than ever before. The disastrous economic results (annual inflation reached several thousand percent in the mid-1990s, during peacetime) were blamed to a significant degree on faulty external advice based on poor understanding of Angolan political realities. This helps explain President dos Santos’ decision to adopt home-grown policies, and only to select certain elements from external economic models: to decide which ones fit Angola, try them out gradually, and therefore avoid repeating the destabilising economic crises of the mid-1990s. The decline in deficits and inflation since 1997 have bolstered the Angolan leadership’s confidence in its ability and suspicion of outside advice. This is discussed further in Section 8.5.2 below.

Further “mistakes” by foreign development partners – whether correctly interpreted or not – continue to entrench this. One example given us was recommendations by the IMF
 to temper or abandon its “Hard Kwanza” policy from 2003, under which the national currency has stabilised at Kz 75-85:$1. The IMF said this was unsustainable, risked economic dislocation, and would damage local productive sectors. Angola rejected this IMF’s advice, and the country (helped by high oil prices) has seen macroeconomic stabilisation, with inflation sharply down (though not quite down to the government’s 10% target for 2006, and with productive sectors suffering from appreciation of the real exchange rate.) Under the planned development path (see Position Paper 1) this competitiveness is not currently top priority anyway – that is to come later, once the main infrastructure is in place. 

As another example, the Finance Ministry has on its web site (as part of a wider boost in publicised information) outlined a highly detailed rebuttal of the IMF’s analysis on the exchange rate.

8.3 The “Resource Curse”

In this light, it is not possible to understand poverty, conflict and economic growth in Angola, or the country’s development model, without first understanding the “Resource Curse” thesis from international academic literature, under which countries dependent on natural resources tend to suffer slower long-term economic growth, wider inequality, higher poverty, higher risk of conflict, worse governance/greater corruption, and more authoritarian leadership than in other countries. Its relevance to Angola is strong, and is examined in more detail in Annex 3.

The Resource Curse thesis is fairly widely accepted in international academic literature, although the “Curse” is clearly not inevitable - developing countries like Indonesia, Malaysia, Botswana and Chile seem to have avoided or mitigated the negative effects of mineral dependence. There is no doubt that Angola suffers from many, if not most, elements of this “curse”: one interviewee described Angola as a “text book case of the Resource Curse.”

Nevertheless, many Angolans reject the Resource Curse thesis for Angola – instead seeing oil and diamonds as a blessing.
 Arguably the main point of argument is that the terrible hardships endured by Angola and its people primarily result from war, not from mineral resources. This argument is flawed, however, for conflict itself is a key element of the “Curse.” Even if the link between Angola’s wars and the risk of conflict are not obvious (except in the case of Cabinda’s low-level separatist conflict,) links are there. First, UNITA funded its armed forces with diamonds for many years – diamonds were clearly a driver of conflict. Second, oil revenues, flowing through central structures (and not through diversified sources of production such as in agriculture or manufacturing) contributed greatly to a “winner-takes-all” mentality that contributed strongly to the collapse of the 1992 peace accords. Third, except in the case of separatist conflicts, mineral dependence is rarely seen as the driver of conflicts in mineral-dependent states around the world, because its effects on political stability and political risks are generally indirect or hidden – and yet despite this scepticism a statistical trend is evident whereby a higher share of minerals in GDP translates into a significantly higher risk of conflict. (This argument has subtleties that are explored in Annex 3.)

Whatever the arguments about the Resource Curse, Angola’s published social indicators are among the world’s worst. Angola’s high national income and economic growth figures mask severe inequality, both in terms of income and geographically.  

	Angola: basic data
	2006 unless otherwise indicated 

	Population (m)
	16.4

	GNI per capita, Atlas method, current US$
	1,980 

	GDP (current US$ billion)
	45.2

	GDP growth (annual, %)
	18.6

	    Oil sector
	13.1

	    Non-oil sector
	27.5

	Annual inflation (%)
	12.0

	Oil revenue as % of GDP
	37.2

	Total expenditure as % of GDP
	31.6

	External debt $bn
	9,5

	International Reserves (end-2006, $bn)
	8.6

	Oil production (‘000 bpd)
	1.43

	Price of Angola’s oil ($/b)
	61.4

	Current-account balance (including transfers, as % of GDP)
	+23.3

	
	

	Social indicators
	

	
	

	Under-5 mortality rate per 1,000 live births
	260

	Life expectancy at birth (2005)
	41

	Adult literacy report (%, 2000-2004)
	67

	Health expenditure (public + private, % of GDP, 2003)
	2.8

	
	

	Composition of GDP
	2006

	
	

	Agriculture etc.
	7.8

	Extractive industries
	59.4

	Industry
	4.9

	Electric energy
	0.1

	Construction
	4.4

	Services
	23.3

	
	


Sources: World Bank, IMF, UN Human Development Report, Unicef, OGE 2008.

An important caveat should be applied to Angolan social indicators: the surveys upon which the above data is based are out of date. The last comprehensive assessment was the Household Income and Expenditure Survey (IDR) in 2000/2001, carried out by the Instituto Nacional de Estatistica (INE). Published data in international forums therefore tend to be based so far on pre-2002 information. Two tremendous changes have happened in Angola in recent years: first, the long civil war has ended; second, oil prices and production have grown dramatically. More recent data is still worrying, however: in 2006 UNICEF’s (more limited) Best Estimates assessment suggested that maternal and infant mortality rates remained among the worst in the world. A new Household Income and Expenditure survey and Multiple Indicator Cluster Survey (related to children’s rights and welfare) will be carried out in 2008 – a process that is expected to take a year but which is likely to see interim results published. 

Drivers behind Angola’s poor statistics are explored in Position Paper 1: Section 1.2.3.

8.3.1 Direct taxation

Here we should note one aspect of the Resource Curse literature: on taxation, which has been the subject of academic research
 but is often overlooked and may constitute a useful entry point for development partners. In “normal” economies such as in Europe, taxation induces good governance: citizens produce wealth, rulers tax citizens, and citizens demand accountability and representation in return (and a good, strong administration is required to collect taxes too.) In Angola, by contrast, rulers mostly tax the mineral sectors and citizens are consequently left out of the equation; better transparency might not significantly change this fundamentally important relationship. Some reject the idea of increasing direct taxation on Angolans (“this is a rich country, and they don’t need any more public revenue”, as one respondent put it) but one highly experienced Angolan civil society official said this attitude was gravely mistaken:

Some people say that in a country like Angola it isn’t necessary for people to pay taxes: they know that the country is rich and that is sufficient. I don’t agree: if we sit hoping that the owners of the riches (the rulers) will remember the people and distribute something, then we are going to be grateful for their gesture; they will view public services as a favour from the government, rather than a right.  If I pay taxes, this is money that was mine and I hand it over to the state: so it has to account for what it does with my money. It is a very different situation. 

In Benguela, public administration is among the best in Angola, and considerable effort is expended to collect taxes from a wide variety of actors; this brings representatives of the authorities face to face with citizens who are also in a position to press their demands. Some of the more thoughtful members of civil society felt direct taxation of citizens was a crucial dimension of inclusion, participation and citizenship which was often –mistakenly – overlooked by development partners.) One participant in Benguela said:

One of our sources of pride in this province is in the effort that the Delegação Provincial de Finanças is making to increase the number of fiscal contributors in the province. I am not only talking about the big businesses and industries; but also the small businessman and liberal professions. We must be the province with the highest percentage of taxpayers per capita. But this also increases our responsibilities to provide good services.

One of his colleagues believed that direct taxpaying contributed to Benguela’s more accountable government (although, as with the case of Húila province described in the previous DoC reports, the relative lack of war was also seen as a major factor, allowing politics there to reach a level of maturity not attained elsewhere:)

Here in Benguela we are used to demanding responsibilities from those who govern us. Some leaders, such as the Municipal Administrator of Benguela, have special days when they receive the population. But even those who don’t have these days: when people meet them in the streets, they ask them to be accountable for things.

This issue is discussed further in Annex 3, section A3.3.

8.4 
Government policy, plans and planning 

Several participants saw lack of coherence or method in public policy-making as one of the key constraints on pro-poor change. As one long-term foreign resident put it:

In Angola I feel that there is almost no "policy discussion". I think that there is not a strong conception that laws and development decisions can and should be made based on policy choices, after an analysis of available options. Development decisions are often taken and laws published by technicians (sometimes inexperienced ones) and are therefore based on commonly held presumptions and even social attitudes, rather than objective analysis of policy options, diagnostic of local conditions or public consultation. 

In December 2006, Planning Minister Ana Dias Lourenço said
 that Angola was developing a medium-term development plan (Plano de Desenvolvimento de Médio Prazo (2009-2013); and a longer-term plan, the Plano de Desenvolvimento de Longo Prazo (2025). She stressed the importance of boosting national statistics, as well as training and recruiting of new staff at the ministry. These two plans (in parallel with the more regular bi-annual plan, currently the Programa Geral do Governo para o biénio 2007/2008,) were under development during the research phase for this paper; the documents themselves were unfinished and not available to this research team.

The plans are believed to contain a few fundamentally important points: notably the three different phases that are envisaged, each with its own theme:

Plano 2007-8

Employment

Plano 2009-13
Productivity

Plano 2025 

Competitiveness

The latter plan (2025) is the main reference point; the medium-term plan is seen as the start of the long-term plan, and it will be updated on a rolling basis in the context of the longer-term plan. We have been told that the plans will not be published for some time; 

they will, however, be rolled out with initial pilot provinces (see Position Paper 2).  

An independent Angolan actor described the approach in a similar way: first, the focus was on building up infrastructure and financial capital, using natural resources, and then a second phase focusing on human capital (science and technology) to make this sustainable. This approach, he opined, was probably too ambitious given current levels of disorganisation and the disconnect between the “hardware” and the “software” elements.

These plans help us understand Angola’s development path. One official described another, simpler way of putting it:

Angola is in the rehabilitation phase; this is before the development phase.  

And, in terms of pacing, another interviewee said this: 

The government proposes having a market economy, but in this first phase the state will be the principal impulse of this, especially with respect to infrastructure.
The current phase – notably the construction aspect – is about creating jobs, either through large industrial, civil-engineering or agricultural projects and direct state intervention; or by attracting large-scale investment; and by extending banking services across the country, to facilitate the supply of credit to the economy. This helps explain the astonishing rate of expansion of some banks across the country – no doubt encouraged by the state. Sonangol is deemed to be an important part of this: by building up a large number of joint ventures in diverse core and non-core areas of its operation; one reason for having these is as incubators of future private-sector operators and the basis for an important segment of the Angolan middle classes. It should be noted that the scale of job creation, such as from the Chinese projects, has disappointed many in Angola.

By contrast, exchange-rate policy – involving a relative lack of interest in the “Dutch Disease” problem and the real exchange rate – appear not to be primary concerns during this phase. Also, in this current phase (2007-2008) government salaries are only to be adjusted alongside the rate of inflation; the “productivity” stage, later, gives room for greater salary increases. As regards agriculture, one government official said:  

We are strongly investing in agriculture, namely in large-scale agricultural production. Irrigated perimeters; high-productivity farms, as with “Aldeia Nova” – this is our objective. Our aim is self-sustainability in food, and then exports. But for this we need roads. In education we are building lots of Institutos Médios; giving priority to agriculture and to polytechnics. 

The subsequent second phase envisages that the main infrastructure, such as the Benguela railway, will already be in place. This, it seems, fits with the “productivity” element: better infrastructure should enhance local productivity, counteracting Dutch Disease effects. An injection of private enterprise, as well as making the private sector more efficient (including measures such as starting up a stock exchange, or the efforts to counteract oligopolistic practices -- see the case study on Presild/Nosso Super in Annex 6) seem to be other legs of the “productivity” approach. There are others, too, as the President explains: 

The peasant mode of agriculture is reaching its limit. It has to evolve to a better and more efficient use of resources and of land. They need improved seeds, better crops. The government has to, through training, improve their capacity. Peasants yesterday will become agricultural operators (tomorrow.) 

The final part of the plan – competitiveness – seems to suggest deeper engagement by the private sector. Perhaps exchange-rate policy is seen as a subsequent element; but we have not been able to confirm whether this is definitively the case. The government has not announced a policy for a major oil savings fund (often recommended to counteract Dutch Disease and other effects); it seems unlikely that the curbing of expenditure required to achieve this is currently being countenanced, especially in the context of approaching elections. Any decision by President dos Santos as to when he will stand again in the presidential elections in 2009 will have particular implications for the pacing of spending; we will not speculate on this.

8.5 Vision, characteristics, and trends in Angola’s development path

This section looks at Angola’s development policy goals, models, and trends and projects – the package that constitutes Angola’ development path. Many drivers behind these will also be discussed in the separate Position papers. 

There is no clear, coherent and explicit national development model or development vision. What is clear, however, is that the core themes espoused by the GoA (and by significant sections of the population are often at odds with models favoured by the traditional development partners. 

8.5.1 Human Development Goals

A key government objective is to promote “human development”, though there is less agreement on what this means exactly. This involves several broadly supported components (which are either ends, or means to ends):

· Building infrastructure; 

· Macroeconomic stability

· Economic growth; 

· Creating jobs; 

· Diversifying the economy away from an excessive reliance on oil: 

· Agricultural self-sufficiency leading to exports

· Industrialisation

· Attracting non-mineral foreign investment;

· Make the machinery of state more effective and efficient.

· Rebalancing development geographically, especially away from an excessive focus on Luanda

Crucially, all are subservient to one implicit presidential imperative: carefully preserving political power, and political balance and stability, often through political patronage. This sometimes seems to work against (at least from a traditional development partner perspective) some of the above objectives.

The 2008 budget proposal
 provides the latest government objectives: 

· Consolidation of peace and national reconciliation

· Building the foundation for a self-sustained economy

· Re-establishing state administration across the country.

· Developing human resources

· Harmonious development of the territory

· Consolidation of the democratic process

It is notable that the words “poverty” or “poor” are not contained here. However, we argue that there is a poverty focus, but not a direct one: it is being addressed primarily through avenues other than budgetary allocations – indirect approaches such as via post-war reconstruction, private investment and employment creation. The focus here instead is stability, social peace, and building the foundations for diversified private-sector growth – as well as deepening the role of the state. 

8.5.2 Angolan exceptionalism, independent policy-making

Another important strand of Angola’s development path might be described as Angolan exceptionalism (or regional exceptionalism – explored in Position Paper 3) and a second one, which might be called “independent policy action: home-grown solutions for local problems.” The history above explains the key drivers of this; as a result Angola takes an à la carte approach to development models – selecting elements from a variety of foreign actors, from the Bretton Woods Institutions (World Bank/IMF) to Brazil to China to Norway. As one Angolan interviewee put it, describing trips to various countries: 

We can go and get the best experiences from around the world. We can choose which reality is best for us. 

Traditional development partner relationships are still highly valued, however. One comment illustrates this: 

From 1999, the package of liberalising measures was discussed fully with the IMF. Today we don’t normally produce new legislation (in certain technical aspects) without consulting the IMF.

We also tested a separate, related proposition: that direct pressure not only does not work, but is counter-productive (i.e. it provokes a counter-reaction). We found only a little evidence of this, though there are instances (see Position Paper 1) where it happens (and in domestic politics, it does seem to be the case: sometimes, when Angolans publicly predict that the president will or should do something, it is felt that he will make a point of not doing it, to demonstrate his authority and resistance to pressure.) Most interviewees felt that Angola’s rulers are generally pragmatic and neutral: looking out for their interests and simply ignoring external proposals that do not suit them. 

In this context, we asked whether the fact that Angola was no longer seeking an IMF monitored programme and was instead pursuing more “normal” Article IV consultations (and annual budget technical advice), this had created an almost paradoxical improvement in relations, by virtue of removing an element of irritation (that is, IMF pressure on Angola) from the relationship. The results were not clear, but some felt it had opened new doors. 

But there are examples where pressure can be counter-productive. One senior Angolan policy-maker said this:

If you treat me like an outlaw, I am going to behave like one.
Most people agreed that pressure can be indirectly counter-productive in the long term, especially when pressure has been applied, then Angola changes, and the results are negative. This poisons future relationships and has contributed strongly to Angolan efforts to cultivate a wider array of non-traditional international partners such as China or even North Korea. The historical sections above and in Position Paper 3 give examples of this.

The converse of this is that diplomatic and other efforts to actively improve the relationship demonstrably can show results. The United States, despite all its historical baggage, appears to  have been successful in this respect. The key to success in this instance was not in avoiding confrontation – the U.S. embassy, for example, was active in pushing for the freeing of the imprisoned campaigner Sarah Wykes of Global Witness – but in discussing these issues frankly. As one Angolan put it:

Nobody does everything right. It is better to hear these things directly – in state to state dialogue – otherwise we might think the British are plotting behind our backs to do this and that. (The Americans) worked openly with us, even when we did not agree.

Another example of behaviour considered to have been “behind Angola’s back” has been the “Angolagate” affair in France, which saw the names of senior Angolan politicians identified in French courts. This chilled relations with France for years. 

8.5.3 Modernism

Another constant theme in the public discourse, notably in speeches by President dos Santos, is “modernism” a focus on high-technology and other “modern” solutions, but also including large, impressive projects: modern shopping centres replacing “dirty” or “disorderly” informal markets; big agribusiness is prioritised above peasant farming; etc. The relatively recent Angolan internet portal www.angola-portal.ao, is itself an example; the “Presidency”
 section of this portal brings an essay, signed by president dos Santos: 

Information and communication technology is an indispensable pillar to structure and reinforce contemporary societies. The Knowledge Society requires from government and all citizens new paradigms of government and new models of relationship between rulers and subjects.
  

Many in the development partner community are anxious about aspects of this viewing the poor as obstacles to development, rather than participants in it, pointing to efforts to events such as police sweeps to push informal traders out of markets or from the streets: this is viewed by many development partners as (in the words of one:)

(an) implicit approach to “poverty eradication” by outlawing it: the tendency to criminalise the poor for practicing survival strategies in the informal economy and living in the musseques on land that is rapidly increasing in value . . . the reluctance of some state decision-makers to consider alternative policy options such as the "transformation" of the informal economy as a legitimate poverty elimination strategy.
Different constituencies favour the “modernist” approach. Some (like the Finance Ministry) are more serious, sober advocates of better efficiency and attracting foreign investors; others, we were told, are more attracted to the “show-off” elements. One Angolan interviewee from civil society said: 

They feel attracted by capital- and technology-intensive solutions. It makes a nice show, but it means that most Angolans are just spectators. Often they think that development is the big stuff – and they forget the rest. It is not only people in power – the élites think that way. Lots of people associate informal markets with disorder. 
This “modernism” is also tied up with infrastructure and the patronage system – expensive new foreign products (such as the latest Boeing aircraft), or expensive, modern buildings provide lucrative opportunities for state-sponsored patronage; influential foreign partners tend to support this view as it results in lucrative opportunities to sell things to Angola.
8.5.4 Shift away from excessive focus on Luanda

Since the last DoC project there has been a notable acceleration in efforts to reduce the extreme emphasis and budgetary allocations on, and private sector investment in, Luanda (and Benguela) and to increase economic activity in the provinces. Elements in the 2008 budget proposal (such as an objective of “progressive diminishing of regional asymmetries” illustrate this. The aim is to attract populations in two main directions: first, towards its external suburbs and surrounding areas; second, into the wider Angolan provinces. One key reason is that Luanda, originally built for a much smaller population, cannot support such large populations. Another is that there is a distaste for the “disorderly” state of central Luanda (contrary to Angola’s “modernist” vision); and the notion of re-fashioning central Luanda is seen as a lost cause – especially given the international outcry over the relatively limited demolitions just in the Boa Vista suburb. The solution is to attract people to new “poles.” 

However,  this desire to move people out of Luanda and Benguela potentially contradicts the need (for electoral purposes) to invest in the most populated areas; creating new “poles of attraction” largely addresses this problem. 

An interview
 with Diekumpuna Sita José, Minister for Urbanisation and the Environment, in September 2007 describes some elements of the desired shift. He said the first question was to see, from studying the cities, 

how to intervene, above all with respect to public investment, to create potential in the rural zones and create a diversified network of secondary centres – urban centres which could, for example, contain 5-100,000 people, which could be considered a sub-system around the big cities. The big cities are also receptacles of this population flow from the villages. These movements that have to be corrected. The strategic vision has to be to bring investments to the villages and communes to improve the lives of people in rural areas.”
We have a picture
 of what the peri-Luanda project might look like, according to one scenario. (It may well not happen like this, but it illustrates the scale of the vision:) _[image: image1.jpg]



This is also explored in Section 2.2 (on decentralisation) in Position Paper 1.

8.5.5. Centralising tendencies, strong state

The development path has had a rather top-down and centralising flavour; this has not changed significantly since the end of the war. This contrasts with what traditional development partners may advocate, but in its broadest form this approach is consistent with other national  development models such as in China, Taiwan, South Korea or even to a degree France and Norway, where the state sometimes intervenes successfully in industrial policy or economic development. Consultative, participatory approaches have not been favoured but as described elsewhere this is changing.

The government’s short-, medium- and long-term plans clearly exemplify this – these are  described in Position Paper 1. 

This state-heavy model is seen as occurring in stages: first the state builds up commercial other elements, then releases them into the private sector. One reason for this intervention is – as described in the cases on Presild (in Annex 6,) an overt effort to challenge or break down vested interests with powerful monopolistic or oligopolistic positions in the economy. As one interviewee put it, government intervention was needed: 

or what will happen is that a very few people will buy everything. 

The top-down development model and lack of consultation is reinforced by a widespread view among élites inside and outside the central power structures that civil society lacks credibility, legitimacy, and capacity and is thus not generally a useful partner in development. This is discussed in more detail in Position Paper 2.

8.5.6 “Sowing” the oil, trickling it down 

A very strong theme shapes the development path: a vision of “sowing” the oil to create employment and boost private-sector activity. A speech at an event marking the 65th anniversary of President dos Santos, reported in official Jornal de Angola in September 2007,
 illustrates this. It was entitled “Oil industry must be used to re-launch other sectors.” As the official said: 

Oil cannot give great hopes for employment creation. What the country can do is use it as a bridge to launch other sectors of the economy which can generate employment for Angolans, such as agriculture and public works. 

Under this vision, poverty can be tackled by trickling down of Angola’s largely mineral-derived wealth to the benefit of the general population. 

In theory, this could happen in two main ways: first, directly (for example, through direct transfer or through employment in the state sectors); second, indirectly – using state resources to foster private-sector activity through spending on infrastructure, training, subsidies or inputs, or other state-sponsored measures to catalyse private sector activity. 

By and large, the second approach is the one favoured for the majority of the population (if the first kind were prioritised, then we would presumably see greater emphasis on raising public-sector salaries – which has not happened significantly.)

For the wealthier sections of the population (and even what might be described as the middle classes) the first approach is more often used, however. Examples of this would be state-sponsored and subsidised home construction projects; the provision of vehicles accessed through civil service or armed forces’ budgets; credits for entrepreneurs through, say, Banco de Desenvolvimento Angolano (BDA, an Angolan development bank that is supposed to channel a share of Angola’s mineral revenues to the productive sectors,) as well as lucrative opportunities for post-war reconstruction. These trickle-down approaches provide ways (albeit imperfectly realised) to channel state resources to the most “dynamic” sectors of the economy while allowing the president to fine-tune his constant schemes to preserve political balance and thus his own position.

The effects of this trickling down are probably fairly significant. As one interviewee put it: Angola’s resources make it possible for Angola to have a quantitatively different approach to development from what Mozambique, say, might attempt:

The idea is to create a bourgeoisie from the ranks of the state and the armed forces. . . . we must be aware that in Angola the élite might be said to include 100,000 people – while in Mozambique, there are perhaps only 2,000 of them.

If we considering that the hypothetical 100,000 people might have 5-10 (or more) family members, this allows for the direct spreading of wealth to what ends up being a significant, if still a minority, share of the population. This approach, under a political-patronage analysis, also buys the acquiescence of a large section of the most influential people in the country for the chosen development path. 

Another unusual and interesting hybrid version of this trickling-down canon might be the Banco Internacional de Crédito (BIC) – a purely private sector bank, partly owned by the president’s daughter, appears to be an interesting private-sector version of the trickle-down canon: it has been very aggressively pushing, for example, large numbers of long-term mortgage credits to enable people to purchase properties. The lending criteria – 35-year, 90-100% mortgages,
 including for buy-to-let -- are far looser than what other banks are offering. It may be that BIC is simply taking a bet on oil prices remaining high for a very long time indeed. However, one interviewee speculated that BIC, while privately owned, was somehow part of a state-sponsored strategy to extend large amounts of credit to the economy, especially ahead of elections. It has not been possible to determine whether or not this bank contains any element of explicit or implicit state guarantee for its operations.

8.5.7 Focus on “production” by private and public sectors 

Related to the “sowing the oil” trend, there is also a strong desire, almost universally shared, to boost Angolan “production” of local goods in particular – certainly agricultural, but also industrial if possible. As an example of President dos Santos’ willingness to embrace elements of the market model, yet with significant state input and a big focus on “production”, this speech
 in November 2004 is illustrative: 

I call on Angola’s most capable business people to get involved also in this area of economic activity (production of goods), in order to increase competition.  They should multiply their initiatives in the various areas of production of goods, to reduce or substitute imports and increase our future exports. The government will take the necessary decisions to overcome the deficiencies in inter-sectoral co-ordination and in implementation of structural measures that will allow internal production of goods and services to be re-launched. Agricultural policy will be revised, with the aim of better organising and directing the support given to peasants, and the incentives and facilities to be given to those businesspeople who want to undertake big investments in agriculture. 

A new policy of privatisation will be re-evaluated in the productive sectors in general. Reality shows that it is not worth continuing to cede companies or any public assets to those who do not have an aptitude for business. We need dynamic people who can fill the spaces that the State departs from, so that production is continued, without harming the development of the national economy. 

The same speech also highlighted “production” trumping the focus on education:

We want to see a policy on books, and starting next year to see a good part of the school books in Angola being produced locally.

This focus on local production is accompanied by a rejection among policy-makers
 of the “Resource Curse” analysis – see above – which stresses the difficulties mineral-dependent countries have in diversifying away from natural resources. 

8.5.8 Focus on Infrastructure

As already noted, there is a very heavy focus on developing physical infrastructure. There is currently more focus on the “hardware” of development than on the “software” – for example, schools get built more readily than teachers are trained, paid and motivated to fill them. This is explored in more detail in Position Paper 1, and the drivers summarising key points in the last DoC report, in Section 8.1, above, remain valid. 

This focus on infrastructure is one of the authorities’ main answers against the “Resource Curse” thesis. Even if local agriculture or industry can be harmed by the “Dutch Disease” (overvalued real exchange rate causing loss of competitiveness of local tradable sectors), a way to counteract this is through improving productivity – and a first crucial step is to rebuild the infrastructure destroyed by war. 

8.5.9 The politics of patronage in the development path

As mentioned earlier, patronage politics is part of the exercise of power in many countries; in Angola it is tolerated but should not render the machinery of state inoperable or go too far. The leeway for political players to enrich themselves has probably shrunk since the war, at least in percentage terms (in absolute terms, however, the amounts of money appropriated may well be rising, because of the expansion of state budgets.) 

With respect to corruption another contrast with Nigeria in the oil sector is interesting. Nigeria has numerous indigenous private oil companies, with a range of characteristics. At one end of the range are companies run by experienced operators with good technical capacity and experience. At the other extreme are “political” companies with little experience of the oil industry which use connections to obtain lucrative stakes in oil licences, which they can subsequently sell on to foreign operators at a profit. Angola, however, is different. Although there are believed to be at least 30 independent Angolan companies registered, only a few have successfully got into Angolan upstream assets
 – and this success has been muted. Some of these companies do have political connections, but most or all are competent enough operators with experience and knowledge of the oil industry. 

By and large, then, the president has allowed Sonangol to protect the industry from too much “chaotic” political predation as is found in Nigeria. What is more, Sonangol itself is extremely well-regarded in the international oil industry, certainly by regional standards. President dos Santos has clearly understood for years the importance of sticking to contracts – during the war, Sonangol was an island of efficiency and professionalism amid the chaos: foreign bankers and bilateral partners lent money -- even in the depths of crisis in 1999 -- they trusted Sonangol’s guarantees of repayment and participated in oil-backed loans; Nigeria’s NNPC (the Nigerian National Petroleum Company) never managed this, despite the appetites for borrowing. Sonangol has also been good at extracting favourable terms with foreign oil companies compared to what many other African countries have managed. This recent quote from the Nigerian Minister of State for Energy illustrates Sonangol’s reputation:

The National Oil Company of Angola which joined OPEC during the conference in Abuja, already possesses assets which far outstrip that of NNPC. It is hard to believe. But it is obvious that they are operating it in an efficient and commercial-like manner.

So while Angola’s economy displays many features that would be called corrupt in an OECD country, the president seeks to avoid behaviour that is chaotic and disorganised, especially in the oil sector (the diamond sector, however, is different.)
 This not only helps secure better control over the patronage system, but may plausibly also be better for macroeconomic stability and economic management more generally.
 

As a proviso, however, it is worth noting that at a time of currently very high oil prices around the world, many oil-producing countries, bursting with national confidence, have resorted to “resource nationalism” involving contract-breaking. Angola has been mostly, but not entirely, immune. A notable exception is efforts by the government since 2004 to force oil companies to route their international payments through Angolan banks. The foreign oil companies, in a rare show of unity, formed a united front against this move, but some changes are being made and negotiations are continuing for more. (It was the Central Bank, not Sonangol, that originated this particular move; Sonangol was more sympathetic to the oil companies.)

8.5.10 Divergences with development partners’ models

There are big differences of opinion between elements the Angolan development path and approaches favoured by traditional development partners. Once again, the history of mistaken foreign advice must be recalled, which is discussed in more detail in Position Paper 3 (Section 3.2). As one interviewee put it: 

Angola’s experience of the outside world is dreadful. Whenever they have relied on anyone, they have been let down. They have learned that you cannot trust anyone, and if you do not defend yourself – including militarily – you are dead. They all remember.  

An example of divergences of opinion is provided by the World Bank’s Country Economic Memorandum (CEM) of November 2006. The very first substantive point in this 186-page report is:

First, Angola needs to complete the transition to a market economy. With the advent of Independence in 1975, the Angolan government opted for a centralized economic system which today is believed to have contributed, together with the growing dependence on oil, to constrain the development of sound institutions that foster the appearance of a vibrant private sector. The transition to a full market economy system will require political commitment at the highest levels since entrenched vested interests will have to be dismantled. 

This would be viewed in Angola as problematic on many levels, politically and analytically. One problem is with the word “dismantled”. If one takes the view that corruption and the appearance of “vested interests” is the result of political fragmentation (see Section 1.3 in Position Paper 1) then what is needed is political re-connection and de-fragmentation, not a “dismantling”. 

One influential Angolan, when reminded of this CEM recommendation, said this exactly illustrates the failure to understand Angolan reality. 

Many of the foreign proposals do not fit Angolan reality. A Porsche does not work with the engine of a Renault 4, and vice versa. This is how we see many of the proposals from the international community. They don’t take Angolan reality into account. Angola has to go forwards at the speed that it is able to go. In Angola neo-liberal and classical models do not allow the economy to move forwards. These models without the state do not work.
 

There are no reasons for Angola not to invest in the real estate sector. This is why we are going ahead with the Nova Vida Project (for the state to build a number of houses.) 

He gave an example of advice to introduce public-private partnerships:

The World Bank wanted us to do a conference in Angola (about public-private partnerships.) But public-private partnerships require macroeconomic stability. Does the World Bank know what role the government has in the Angolan economy? Does it know what is in our heads as regards the role of the government in the Angolan economy? We are told to “become a market economy” – what serves for Europe does not serve for Angola. They don’t have people who understand this. We emerged from liberation movements configured by more classic social systems. 

An observer from an OECD country, with many years’ experience in and knowledge of the Angolan economy, put it like this: 

They have all this oil money, and they will spend it. This means that the state is going to be heavily involved in the economy. There is no other way to do it. They have a country to rebuild – what is so surprising about that? What else is the state going to do with this money? “Making the transition to a market economy” – that is not going to work here. What does it even mean? 

Several interviewees, Angolan and “Western”, shared something like this view. Some argued that the “market economy” model, taken too far, relies quite heavily on assumptions (like absence of political factors) which may be justifiable in rich, well-managed countries, but not in Angola where the dominance of oil and diamonds mean that economics is inevitably bound by allocation of resources; the intensely political exercises involved in this that cannot follow what would normally be regarded as “market economy” rules. This is reminiscent of a quote that appeared in the last DoC reports, from another interviewee with detailed knowledge of Angola’s economic management: 

The IMF presents its model and says Angola should become this. It is looking at an economic model, when it should be looking at a political model. This has nothing to do with a capitalist system. This is not about production, but about a cake to fight for. If one type of rent-seeking activity disappears, another will appear.

Some foreign interviewees felt that heavy state intervention in the economy was potentially just a temporary thing – essential for post-war rebuilding, but this would change in the long term, either by diversifying the economy away from oil and diamonds; or by saving the oil windfall outside the economy, as Norway has done. Both possibilities are problematic (for example, political pressures to spend the oil money locally rather than to save it will always be intense), but with these possibilities in mind they felt that “a transition to a market economy” was a legitimate aspiration. Others doubted that either of these two goals were achievable in Angola.

This illustrates a wider problem: that traditional “best-practice” models for development have not demonstrated obvious effectiveness in other mineral-rich countries in Africa.

Transparency has been posited as a key solution – but transparency does not involve breaking the fundamental power relationships – it only sheds light on them. The power relationships ultimately stem from a system based on taxation of a natural resource sector, rather than one based on taxation of citizens. Theoretically, alternative models of taxation might be found (such as distributing revenues in some form, then taxing them back) that might fundamentally transform these relationships in the way that greater transparency does not.

All this is not to say that the market economy model is rejected by the GoA – far from it. The main disagreement is about the relative weight and reach of the state. 

9. SUMMARIES OF THE POSITION PAPERS

9.1. Position Paper 1 (Public Finance:) Conclusions

Angola’s public finances have become markedly more efficient and transparent since the end of the war – but from a very low base. The reform process, led by the Finance Ministry, is ultimately home-grown, not externally-inspired: essentially, it started not at the end of the war, as some might expect, but instead in the late 1990s, in response to economic and political turmoil. The end of the war has helped push reforms further forwards, reducing a perceived need for secrecy and curbing emergency pressures on state finances. As these are solidly Angolan processes, the prospects for continued reform are (in the absence of an oil price crash or other disaster) likely to remain sustainable.  

Although reforms and the drivers for reforms are home-grown, external factors are important too. Angola has accepted some externally-suggested reforms, and rejected others, in an à la carte fashion, and according to a generalised policy of gradualism. A driver of better transparency and efficiency is influence from the international arena: not really “pressure” from outsiders to change, but a more indirect issue: reforms are aimed at making Angola more attractive for foreign public and private investment – first, for non-oil inward direct investment; secondly, for cheaper sources of external finance, from foreign public and private bodies. Ultimately the key driver for better public transparency is to burnish Angola’s international reputation, particularly among foreign investors.

In terms of efficiency, a key driver is to strengthen control systems: the more efficient the state apparatus, the more effectively the president can achieve his objectives. 

Forthcoming elections have boosted these drivers of reform. 

The Finance Ministry (and to a degree the Planning Ministry) are also drivers of transparency and efficiency in their own right. The Finance Minister, José Pedro de Morais, bases his political position to a large degree on low inflation, rapid GDP growth, new availability of foreign finance and other favourable trends; this is a strong incentive to efficiency. He also seems to have exerted some influence with the president in terms of getting a more unified picture of state finances.

There are also several drivers against better transparency and efficiency. A dire lack of technical and human capacity is one obvious one. 

Patronage politics, directed from the presidency, gets in the way of this driver, undermining this goal. This is especially strong in mineral-dependent economies,  where political relationships tend to be vertical (most simply: resources and permissions are allocated downwards, in exchange for political support), and this fosters competition between different factions for access to the central resources and hampers horizontal links between people and institutions. This presidential preference for horizontal links, and an aversion to horizontal ones (which may result in alliances that are harder to control) fosters a series of disconnections inside the machinery of state. At higher tiers of authority the disruptive imperatives from this obstacle to better efficiency tend to be greater than lower down. 

One notable disconnect occurs between the conventional and non-conventional financial systems (this disconnect is shrinking, but will persist over time). This disconnection is closely tied up with the future role of Sonangol, which is resisting change for several reasons. One of the most powerful obstacles to change, which is mostly ignored by outsiders, is that weakening Sonangol politically through reform would politically weaken a “fortress” of competence and potentially open up the oil industry to political interests, changing (and potentially corrupting) the dynamics of the oil sector. Angolans point to the case of Nigeria, where the state oil company has not been able to resist pressures from politically networked interests, with very negative consequences. 

Another important disconnect is between the Planning and Finance Ministries – and this disconnect, in turn, is related to a disconnect between the capital and recurrent budgets. One should distinguish, however, between the Planning Ministry and the planning function. Ultimately it is in the presidency where the planning function resides: the presidency uses other state bodies – notably Sonangol – as tools of intervention in the political economy.

EITI constitutes an interesting case study of Angola’s receptiveness towards external agendas for reform. In Angola it seen as a “western” box-ticking exercise, and Angolan policy-makers do not like it as they are not keen to be bound by external schemes. It is preferable, from the President’s point of view, to be transparent (for reasons identified above), but in ways that can be carefully controlled. Civil society, a key component of the EITI process, is generally not influential to Angola’s leaders at the higher echelons of power; instead civil society’s influence has been most effective at different (lower) tiers of authority, so EITI appears to be working at the wrong tier of political authority, from a perspective of strengthening civil society. 

There is arguably a poverty focus in public financial management, but it is mostly not an overt one, and poverty is not being tackled directly. For example, budget allocations do not generally reflect a strong and direct poverty focus. Instead, poverty is being addressed indirectly through other policies – such as creating jobs by attracting foreign private investment or post-war reconstruction.

Coupled with the problem of low allocations to social sectors, execution rates for these sectoral ministries, notably health and education, are low. This is primarily due to the fact that the most skilled and capable officials are not appointed to these ministries, and that the dysfunction flows, essentially, from there. The low allocations are not primarily driven by the Finance Ministry; instead the ministry is reluctant to make large allocations to these social ministries due to concerns about absorption capacity. 

The decentralisation and deconcentration process has been accelerated of late. It is principally an Angolan agenda, not driven by foreign actors. Nevertheless, development partner agencies and NGOs have played an important role, building pilot projects and bringing useful and proven international experience to bear, and this is – unusually in the historical context – recognised and welcomed in the GoA. The influence of these foreign interventions in this respect derive from the demonstration effect, rather than from “pressure”. This is an area where immediate, and highly important, entry points are available to development partners – especially now, as important elements of a decentralisation and deconcentration process are being rolled out across Angola ahead of elections. Interviewees urged development partners to support this process at this critical stage partly because of fears that a perceived failure with current pilot projects – where  consultative relationships have recently been enshrined in law – might provoke a longer-term counter-reaction against the whole exercise. 

One driver for the decentralisation and deconcentration process is an imperative to improve service delivery and human capacity at local levels – this is, of course, made more pressing by the approach of elections. In some ways, decentralisation and deconcentration is also, perhaps paradoxically, a way for central structures to strengthen control; for example, some municipalities are being given funds now from the central, not provincial, structures, which removes a layer of inefficiency and waste from the allocation process. Decentralisation, initially resisted by many administrators, is increasingly being welcomed by sone and seen (in light of experience) as a means of sharing responsibilities, reducing the burden on them. They are learning, and growing more comfortable, by doing it. Public policy efforts to shift state expenditure and effort away from Luanda, and into the provinces, is another driver of the decentralisation process.

Despite the process of decentralisation being pushed forwards, centralising tendencies remain strong, and will potentially curb progress. External support for the process is seen as essential.

9.2
Position Paper 2 (Civil Society): Conclusions


Angolan civil society has been through a difficult time for decades; civil society only really started emerging, cautiously, in the early 1990s. Recently, civil society in Angola has evolved, but the room for manoeuvre it enjoys has not been expanding as fast as some people had hoped in the post-war environment. The key change since the last report is that while the government continues to deploy pressure, intimidation, infiltration, co-option, and dilution in the NGO sector, it has allowed a controlled opening in certain areas: notably by adopting more consultative approaches to public policy making, especially at lower tiers of authority. President dos Santos, in a speech on December 27th, 2007, underlined the changing dynamic with explicit support for consultative approaches, which suggests a somewhat more humble approach than before towards the sector. 

These openings will be highly significant, even vitally important, for civil society, especially in the longer term, and potentially constitute important new entry points for development partners. Some new spaces are institutionalised permanent structures with the potential for long-term engagement on the part of civil society; others are single and less formal processes. In each case, however, civil society has not yet had the capacity to exploit the spaces fully. 

Several obstacles hinder the ability of civil society to improve public accountability in Angola. There is, in general, a mistrustful view of “civil society” shared by many members of Angola’s élites – not just in the GoA, MPLA and by wealthy and powerful individuals --  but also, to a degree, by journalists, academics, intellectuals, civil servants, and others. The mistrust stems from several factors, historical and otherwise. One factor is that modern Civil Society Organisations (CSOs) are often different from spontaneous ones that sprang up before independence, in that the modern ones – such as those dealing with internally displaced people – are not sufficiently rooted in the concerns of their constituencies. CSOs are often more accountable to development partners than to their constituents. Co-ordination within the NGO sector is also poor. There are also clear, though usually subtle, efforts by the GoA to exert control over the sector, either by coercion, co-option, and dilution by the setting up of counterweights “civil society” bodies by the GoA. Civil society is also not immune to the effects of patronage politics effects. Civil society can also be slow to respond to spaces for action, which can present themselves rather rapidly, with the GoA impatient to move ahead fast. Development partners may also seek to push fashionable ideas that are not sufficiently rooted in society.

Despite these difficulties, a civil society conference in 2007 was described by one experienced participant as a “turning point” for the sector, laying the groundwork for better co-ordination within the sector. In some senses, the GoA welcomes better co-ordination too, as it tackles a perennial problem of mixed messages emerging from the sector and a lack of broadly representative interlocutors to deal with.

Foreign civil society groups pushing controversial analyses, like Global Witness, have had little direct influence on the GoA, although their impact may well be meaningful in an indirect sense, channeled and diffused by Angola’s general international environment, which conditions Angola’s ability to attract foreign investors. These groups’ reports can, however, also close down space inside Angola for domestic CSOs to operate.

Many interviewees felt that civil society in Angola is not mature or strong enough to be able to influence government in a big way. However, there are still many things it can do. The best approach, it seems, is to identify, and then use, the spaces where civil society has capacity, credibility and legitimacy.

These spaces do exist, and a foundation is slowly being built for their expansion. It is especially at the local levels, in the municipalities but also to a degree in the provinces, where CSOs have greatest credibility and legitimacy, and where NGOs do not have the same repellent effect that can be the case with some actors in higher levels of power. CSOs are better regarded and more influential at local levels because they were close to, and helpful for, local populations and even local administrators during the war (and afterwards); and since capacity in local administrations is weaker than at top levels, it is easier for CSOs to add value.

Also, CSOs generally do not collide at these levels with the imperatives of presidential patronage politics; so the municipalities are subject to one of the president’s subservient priorities – which is to make state administration more efficient and effective, particularly before elections – which less often conflict with his main priority, which is to preserve and protect his power and the surrounding political system. Experienced members of civil society urge development partners to focus strongly on lower-level interventions; to work from a medium- and longer-term perspective; and to try and work with existing dynamics and processes, rather than trying to invent new ones.

There are also examples where action at the central level can work, however. Despite the constraints, there is room for consultative approaches here too. Civil society input into the process of drafting a new land law is a case in point.

As regards elections, there is a widespread view that not only will elections not bring substantial change to Angola (and nobody believes the MPLA will lose,) but it would actually be undesirable for UNITA or any other party to take power, because they are simply not up to the job. Interviewees have stressed that it would be wrong to consider only short development partner programmes in the run-up to elections. Genuine changes in the law may well only happen after elections, and it is essential to get as much good work done as possible before the time to prepare the ground for this.

Some interviewees felt that the private sector might be able to play a more direct in partnerships with development partners – although others disagreed, citing suspicion of often predatory private interests. 
9.3
Position Paper 3 (Regional and International Relations): Conclusions

Angola is tremendously powerful in regional politics and military and security affairs, and it has one of the most well-resourced and battle-trained armed forces on the continent. Even if Angola does not always engage in ways that regional or international partners are comfortable with, it is still essential for outsiders to engage Angola on regional issues as a matter of routine. Failure to do so, whether deliberate or by omission, will be noticed, with unpredictable and potentially harmful effects. Angolans understandably tend to feel suspicion towards outside initiatives that exclude them and that are conducted behind closed doors.

Angolans also feel that they and their country have been very badly abused for decades by a wide range of international actors. The abuses were very real, and have not been forgotten. Even quite old history is felt keenly today, and we did not detect any strong sign that younger Angolan policy-makers feel the injustices any less keenly than the older ones. 

Both military and political events, and those in the economic arena, as well as the lack of a “donors’ conference” after the war, are pointed to as evidence of the tendency for outsiders, particularly from “western” countries, to dispense faulty advice. 

Angola has successfully pursued extensive commercial and financial ties with individual countries outside the region. The nature of these links and the nature of domestic power relations have led the country to have a strong extra-regional political and diplomatic focus, a preference for bilateral over multilateral arrangements, and have also contributed to Angola’s sense of regional exceptionalism. Bilateral approaches tend to put Angola in the position of being the most powerful partner, thus giving it more freedom to act independently than if it were tied down by multilateral commitments Also, a key unofficial principle in Angola’s foreign relations has been to diversify partnerships as far as possible, to stop any partner becoming too dominant.

Angola’s trade within the region is minimal, conditioned by the “Resource Curse” (which has tended to extend the dominance of the minerals sectors by weakening other sectors), by the war (which broke important infrastructural links with the region and has made Angola focus more strongly on domestic reconstruction, distracting from regional affairs). Angola’s external trade and inward investment patterns (and consequently its international political relationships) have also historically been strongly influenced by the ability or willingness of foreign partners (such as China, Portugal, or Brazil) to set up bilateral credit lines for trade or investment. Fears of immigration, notably into the diamond regions, have been another factor making Angola cautious about regional integration. Angola’s preferred development approach, under which Angola wants local industries to be allowed to develop within a protective framework before being exposed to competition in overseas markets, also militates against rapid regional integration.

The “big fish in a small pond” principle is also important: if Angola can play a leading role in a regional initiative, it will more easily and strongly commit to it. This is less true for global or multi-regional initiatives, such as OPEC. Angola seems also to present itself as leader of an alternative conceptual pole within SADC, rooted in a domestic model of governance of somewhat more coercive power relations than in some other countries.

In terms of policy influence, some external partners, such as Brazil, are viewed as especially useful sources of policy advice; influence is probably strongest where it takes the form of technical rather than policy advice. Angolan policy-makers also stressed Angola’s preference for straight talking: acting behind its back can easily to suspicions that outsiders are plotting behind its back. 

In terms of regional security, Angola has its own view of the meaning of the term. Whereas SADC security bodies overtly describe security merely as an enabling instrument for a developmental agenda, Angola sees the issues more narrowly, in particular in military terms of national security.

END
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Luanda, 11 de novembro de 2004.


� Finance Minister José Pedro de Morais has explicitly rejected the “Resource Curse” analysis – See, for example, Angola procura modelo próprio de crescimento, Jornal de Angola, Nov 27, 2007. 


� While there was arguably the emergence of the second type of politically-connected company in the late 1990s, when Falcon Oil and N.I.R. obtained stakes in the ultra-deep Blocks 32 and 33 (the ultimate reasons for those deals was not, and still is not, clear, and will not be commented on here) – that episode was considered a one-off.


� See Nigeria: FG Reviews Oil Laws, 2007 Bid Round, Vanguard (Lagos), Sept 17, 2007
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� The economic commentator Martin Wolf, in his book Why Globalization Works, briefly discusses the difference between predictable, centralised corruption, and decentralised corruption. As he put it: “Government is a monopoly for good reason. Competing bandits are bad news.” 
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