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Petroleum resource management and economic development in sub-Saharan Africa: 

the lessons drawn from Nigeria and Angola 

 

 

ABSTRACT 

 

A central goal that has eluded most countries in sub-Saharan Africa is to effectively 

manage their natural resources, develop diversified and prosperous economies, and as a 

result improve the standard of living of their citizens. This paper draws from the 

framework of diversification and economic growth, resource-based industrialization, 

resource curse hypothesis, ownership and control, and political structure and economic 

choices to examine how Nigeria and Angola managed their oil and gas resources from the 

1970s and the outcome of their choices. The findings show that both countries were 

poorly equipped to diversify their economies and failed to achieve economic prosperity 

for their citizens. The contribution that this paper makes is to clearly outline and discuss 

key lessons that emerging oil producers in sub-Saharan Africa can learn from Nigeria and 

Angola for them to successfully manage their hydrocarbon resources. 

 

  



- 2 - 

1 Introduction 

 

This paper explores the experiences and economic performance of the two established 

petroleum producers in sub-Saharan Africa, and identifies what lessons can be learned 

and adopted or avoided by emerging hydrocarbon producers in the continent. The 

significance of this research is that over 30 countries in sub-Saharan Africa are at varied 

stages of petroleum exploration and oilfield development, with increasing success, 

particularly along the western coast from Mauritania in the north to Namibia in the south. 

China is actively seeking access to these reserves by investing in a number of joint 

ventures as well as securing production quotas by providing oil-backed loans. It is 

important for this newfound wealth accruing in African countries to be properly managed 

in order to benefit and improve the lives of millions of Africans living in abject poverty. 

 

Section two explores the relevant literature on the economic performance of resource-rich 

countries, particularly petroleum producers, with regard to the Resource Curse 

Hypothesis and Resource-Based Industrialization (RBI). Sections three and four provide 

a comparative study on the experiences and economic outcomes in Nigeria and Angola, 

which have production levels at around 2.5 and 2.0 million barrels per day respectively, 

ranking tenth and seventeenth among the biggest producers in the world. Both sections 

investigate whether the economic success or failure in each country can be attributed to 

historical socio-political factors such as the slave trade, colonization, ethnic-religious 

differences, and civil wars, or to recent management-related factors such as the improper 

management of their oil industries, poor political leadership and decision-making, 
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inefficient resource allocation, and the lack of a viable long-term economic 

diversification strategy. Section five draws on these arguments and provides an insight 

into the lessons that emerging oil-producing countries can learn from Nigeria and Angola, 

to better approach the problem of managing their future petroleum industries and 

successfully diversifying into sustainable industries. 

 

2 Literature Review 

 

This section examines some of the existing literature on the economic performance of 

resource-rich countries, particularly oil economies, and investigates the economic, social, 

and political issues that are common to them. The following sub sections provide a 

framework to analyse how successful or not resource-rich countries have been in 

effectively managing their natural resources to achieve sustainable economic growth and 

ultimately in benefitting their citizens. 

 

2.1 Diversification and economic growth 

 

Gelb (1988) provides a comparative study on how six capital-deficient oil-producing 

countries, namely Algeria, Ecuador, Indonesia, Nigeria, Trinidad & Tobago, and 

Venezuela, used the windfalls from the two oil booms in 1973 and 1979. According to 

this piece of research, a common policy of the oil exporters was to diversify their 

economies and become less dependent on oil. It describes the varying achievements of 

economic diversification by the six sample countries as ‘far less impressive’. The results 
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show that, at the one end of the spectrum, only Indonesia and Ecuador were able to 

emerge from the windfall decade with more diverse and stronger non-oil tradable sectors. 

At the other end of the spectrum, Nigeria and Trinidad & Tobago saw a sharp relative and 

absolute decline in their manufacturing and agricultural sectors; Venezuela and Algeria 

ended up in the middle of the spectrum with uncompetitive industrial and agricultural 

sectors. 

 

In another study, Auty (1990) looks at pairs of countries, one large and the other small, in 

each major cultural region, namely Venezuela and Trinidad & Tobago, Nigeria and 

Cameroon, Saudi Arabia and Bahrain, and Indonesia and Malaysia. The study explores 

the factors that were unique to each oil exporter and how they helped or hindered their 

progress in RBI implementation. The study concludes that the non-oil economy grew in 

the Middle Eastern countries (Saudi Arabia and Bahrain) and Cameroon; it remained 

fairly unchanged in the Southeast Asian countries (Indonesia and Malaysia) and in the 

South American countries (Venezuela and Trinidad & Tobago); but it declined 

significantly in Nigeria. According to Auty, only Cameroon escaped a post-boom decline 

in non-oil growth, whereas the South American countries and Nigeria saw sharp negative 

growth, especially after the 1986 price decline. 

 

2.2 Resource-Based Industrialization 

 

According to Auty (1990), for RBI to be an attractive strategy, it must capture high 

resource rents and provide a number of indirect economic stimuli to an economy, such as 
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employment opportunities, the supply of manufacturing inputs, and the creation of linked 

industries. However, the paradox explained by Auty is that processing may not enhance 

resource rents from hydrocarbons. In monetary/profit terms, it is better for the oil-

producing countries to export crude oil rather than attempt to refine it because high-rent 

energy, that could be exported, is being used to produce low-rent RBI exports. Therefore, 

RBI activities may actually reduce the total resource rents accruing to a country. Indeed, 

even though the indirect economic stimulus from RBI can be potentially large under 

highly specific conditions, which can be difficult to attain, there is still a time lag in its 

effects. These three key characteristics of RBI, i.e. its low added value nature, the 

displacement of high-rent resources by low-rent RBI exports, and its delayed indirect 

effects, make its initial economic impact disappointing. 

 

An argument put forward by Karl (1997) is based on staple theory, in which the links that 

a commodity generates with the rest of an economy can be either particularly beneficial 

or particularly harmful to its development process. This theory states that when rents are 

high, fiscal linkages tend to block production linkages because the foreign exchange 

earned is usually used to purchase goods and services abroad, which eliminates incentives 

to produce at home, reflecting symptoms of Dutch Disease. The argument therefore is 

that development should be based on staples that encourage the simultaneous presence of 

production, consumption, and fiscal linkages. The study points out that oil generates few 

backward and forward linkages, which due to its capital-intensive nature and high level 

of technology requirements, the petro-states themselves cannot provide domestically and 

therefore have to import. This results in little or no impetus for domestic production. The 
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study further explains that the situation on the output side also does not provide much 

linkage to the rest of the economy, because unlike the export of coffee, for example, 

which fosters the need for complicated transportation systems, processing, and 

packaging, oil is moved in pipelines or tankers and until recently has been refined for the 

most part in the advanced industrialized countries. On the income side, it is argued that 

consumption linkages are slow in forming and have a skewed effect. It is further argued 

that the better-paid oil workers are not numerous enough to create a significant domestic 

market, and when the circulation of the petro-dollars eventually creates such a domestic 

market, it is highly inequitable. 

 

2.3 The Resource Curse Hypothesis 

 

Auty (1993) explains that small resource-deficient countries, like Korea and Taiwan, had 

to be competitive with their manufacturing exports on the international market at an 

earlier stage compared to larger countries, like China, India, Brazil, and Mexico, which 

had significant domestic markets that were often protected from international 

competition. The comparative natural disadvantage, both in terms of size and resource 

endowment, served as an additional impetus for the smaller countries to adopt efficient 

outward-oriented industrial policies. At the same time, the larger countries that relied for 

too long on protected domestic markets became less efficient and struggled to compete at 

a later stage in the international market, when they really needed to venture out as 

domestic markets were shrinking or becoming exhausted. 
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According to Auty (2001), the economic deterioration among resource-abundant 

countries was more pronounced in countries where the natural resource rents came from 

point sources such as oilfields and mines, rather than from diffuse sources such as 

farming. He explains that point rents are associated with enclave industries, which are 

highly capital-intensive and characterised by concentrated ownership. In fact, he argues 

that point rents are not just associated with mining and oil production, but can also 

include plantations, such as sugarcane, where the crop requires immediate processing and 

hence substantial capital. On the other hand, he explains that crops with modest 

investment barriers to entry, such as rice, maize, coffee and cocoa, disperse their rents 

throughout the population. 

 

Auty’s latest view on the resource curse is that resource-abundance need not be a curse. 

He argues that even though there is evidence that resource-abundant countries, the small 

rent-rich countries more so than the larger countries, have underperformed the resource-

deficient countries, nevertheless such underperformance is not inevitable if resource-rich 

countries adopt the right economic policies and development strategies. The argument is 

that growth collapses occur if policies are adopted that retard competitive diversification 

and lock an economy into a staple trap. To support his argument, he gives examples of a 

number of small resource-abundant countries in different cultural regions with different 

varieties of natural resources that have managed to escape the staple trap and steer their 

economies to prosperity. These include Malaysia, Thailand, Oman, Botswana, and Chile. 
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2.4 Ownership and control 

 

Gelb (1988) points out that a common policy of the governments of the six sample 

countries that he studied was to gain control of their respective petroleum industries from 

foreign oil companies. According to Gelb, the windfall revenues were not directly 

responsible for this policy, because the idea had already been discussed many years 

before the 1973 boom. The windfalls simply provided the governments with the financial 

resources that they needed to accelerate their nationalisation programmes. As a result, 

they were able to buy out the foreign interests not only in the oil sector, but also in other 

key sectors of their economies. 

 

Auty (1990) looked at the structure of RBI enterprises and found that they exhibited 

strong nationalistic features, which can be attributed to the fact that they were created 

during a period when most of the oil-producers were nationalizing their oil industries. He 

explains that the oil exporters were eager to quickly take control of their key industries 

and rely less on Multinational Resource Corporations (MNRCs). This, he argues, was 

counter-productive as the new state-owned/state-controlled enterprises lacked the 

technical, financial, and management capabilities of the MNRCs. He explains that these 

skills were not going to be developed by the state enterprises overnight, and therefore the 

outcome was highly inefficient state firms that struggled to survive the post-boom 

conditions of the 1980s. These state enterprises varied in terms of size, product strategy, 

organizational structure, autonomy, and degree of commercial orientation. 
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2.5 Political structure and economic choices 

 

Gelb (1988) tried to identify a relationship between the political structures of the six 

sample countries and how efficiently their windfall revenues were spent. He found that 

the relatively higher-income countries spent more of their windfalls on subsidies 

compared to the relatively poor countries. He then points out that the higher-income 

countries, which spent more on subsidies, were the ones that had a political system more 

subject to electoral processes. Gelb argues that because of the infrastructure and human 

development needs of the poorer oil-producing countries, it is not surprising that their 

first priority was for public spending in areas in which they were deficient, such as health, 

education, and infrastructure, rather than providing subsidies for the private sector. In 

support of Gelb’s argument, one must appreciate that relevant development differs for 

each country depending on its position along the development spectrum. Industrial 

diversification may be the logical next step for development in countries with favourable 

initial conditions, whereas investment in health and education will be paramount in 

countries that lack such facilities, especially those in sub-Saharan Africa. 

 

Karl (1997) emphasises the importance of understanding the institutional development in 

oil-exporting countries in order to fully explain their varied unsuccessful development 

outcomes. She argues that issues such as the share of mineral rents, the type of links 

formed with other economic activities, the presence of boom-bust cycles, and Dutch 

Disease, which are seen by economists as strictly economic phenomena, have deep social 

and political roots. She therefore suggests that the causal relationship between economic 
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development and institutional change, which runs constantly in both directions, results in 

divergent development trajectories in the long term. According to Karl, economic effects 

like Dutch Disease are outcomes of particular institutional arrangements and not simply 

causes of economic decline. The following two sections on Nigeria and Angola will draw 

from the framework of the aforementioned studies to examine the choices made by the 

two countries in effectively managing their oil wealth and will assess the outcome in 

terms of economic growth and ultimately the benefits to their citizens. 

 

3 Nigeria 

 

3.1 Introduction 

 

This section looks at the impact of oil on Nigeria’s economy, and investigates if improper 

management, the ineffective structure of its oil industry, inefficient use and allocation of 

oil revenues, and poor macro-economic policies adequately explain Nigeria’s 

disappointing economic performance since Independence. Nigeria is the most populous 

country in Africa, with about 158 million people covering an area of about 924,000 sq. 

km. It is endowed with significant natural resources including hydrocarbons and minerals 

such as iron ore, tin, and uranium. Petroleum, with estimated reserves of about 36 billion 

barrels, is the most exploited of its natural resources, and accounts for over 90 per cent of 

government export earnings. However, it is classified by the World Bank as a Lower 

Middle Income Country (LMC), with a Gross National Income (GNI) per capita of 

US$1,160 in 2008. According to World Bank indicators, 83.9 per cent of its population 
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live on less than US$2 a day, which includes the 64.4 per cent that live on less than 

US$1.25 a day. It is an inequitable society, with a Gini index of 43.7, in which the 

percentage share of income or consumption of the highest 10 per cent of the population is 

33.2 per cent. Its life expectancy at birth is 46.6, and it has an under-5 mortality rate of 

19.4 per cent. Furthermore, according to the 2008 UNDP Human Development Report, 

52 per cent of its population live without sustainable access to an improved water source. 

These statistics do not bode well for a country that is expected to be one of the economic 

powers of Africa, and an engine of growth and development for the continent. 

 

3.2 The 1970s oil boom 

 

Nigeria experienced a large oil windfall between 1974 and 1981, with an estimated 

undiscounted value of almost double its annual Gross Domestic Product (GDP) just prior 

to the boom. According to Bevan et al. (1999), the Nigerian government faced a series of 

choices in allocating the windfall, such as whether to retain the income for its own 

expenditure or pass it on to the private sector. For the part retained, it had to choose 

whether to consume or to save, and if the decision was to save, the government had a 

choice of various assets. In order to measure these choices and their consequences, Bevan 

et al. (1999) took 1970 as their base year, and defined 1971-81 as the boom period, which 

accounts for the increase in oil output in the early 1970s and the 1973-4 and 1979-80 

price shocks. They developed a counterfactual scenario in which OPEC was assumed 

away, and the pre-1970 oil output growth continued, with relative prices remaining 

unchanged. The counterfactual scenario further assumed that both oil and non-oil GDP 
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grew at its pre-war rate of six per cent a year; that public and private consumption 

continued to be the same proportion of GDP as its pre-war average of 85 per cent; and 

that the resource deficits (the excess of imports over exports) remained constant as a 

percentage of GDP. 

 

The results of their analysis, summarised in Table 3.1, show that the actual oil GDP 

between 1971 and 1980 was considerably higher than the oil GDP in the counterfactual 

case, which implies that initially oil output grew faster than the pre-1970 rate, and later 

responded to the price increase of the two shocks. Also, actual non-oil GDP was initially 

higher than in the counterfactual case between 1974 and 1977, but it became increasingly 

lower by 1981. Even though their analysis is based on the difference between the actual 

outcome and a fictional scenario with the above assumptions, their results are quite 

remarkable. For instance, total GDP in 1981 was more than 10 per cent lower than the 

counterfactual case, which implies that ‘in spite of the massive investment programme 

financed by the windfall, output was considerably lower than it could plausibly have been 

in the absence of the shocks’ (Bevan et al., 1999: p48). 

 

[INSERT TABLE 3.1 ABOUT HERE] 

 

The table shows that actual GDP was sometimes higher and sometimes lower than the 

counterfactual GDP, but the net effect over the entire period was a small increase of N4.1 

billion, of which the oil sector accounted for N3 billion and the non-oil sector less than 

N1 billion. However, the total increase in expenditure between the actual and 
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counterfactual case throughout the boom period was almost N18 billion, which was more 

than the actual total expenditure of N16 billion in 1970. Less than 10 per cent of the 

increase in expenditure was consumed and more than 90 per cent was invested, which 

reflected the prevalent mood of sowing the oil windfall among government officials and 

bureaucrats. The large increases in investment were carried out during the military 

regimes of Murtala Mohammad and Obasanjo, but the civilian government of Shagari 

abruptly reversed this trend. 

 

On the whole, the total extra oil income of the boom resulting from both price and 

quantity increases amounted to N21 billion, of which N4 billion was used to acquire 

foreign assets rather than to augment expenditure. Therefore, ‘when these foreign assets 

are added to the large increase in domestic investment, we find that the total savings rate 

from the windfall was an astonishing 97 per cent, the asset accumulation being split 

between N16 billion of domestic investment and N4 billion of foreign assets’ (Bevan et 

al., 1999: p50). This surprisingly high investment rate of the oil windfall contradicts 

Nigeria’s subsequent economic decline; it is tempting for such economic failure to be 

attributed to the improper selection and mismanagement of investment programmes, and 

the notion that these projects were sometimes used as a conduit for fraud and corruption. 

 

3.3 Government investment programme 

 

The Nigerian government invested heavily in the steel and petrochemicals industry, 

which were largely seen as the engines and catalysts for industrialization. The Ajoakuta 



- 14 - 

steel plant, which was built by the Russians, was in the middle of the country and because 

of the lack of nearby fuel or ore supplies; a plan was needed to transport the required 

materials to the steel mill. The initial idea was to construct a rail network but this proved 

too expensive, and hence was abandoned. An alternative route through a river link was 

investigated, but its implementation would have involved moving more than 50 oil 

pipelines at a cost of over US$2 billion. This plan was also abandoned, and it was agreed 

that trucks would be used to transport the raw materials. The feasibility report on 

Ajoakuta was 21 volumes long and was never translated from Russian, so it is unlikely 

that any Nigerian decision-makers actually read the report. 

 

Even before the completion of the Ajoakuta steel plant, the government was under 

increasing pressure for a second steel mill at Delta, which was to be of West German and 

Japanese design. According to industry experts, if all the planned steel projects had been 

completed, the total cost of the two mills would have been US$10.8 billion (at an 

exchange rate of N4.2 = US$1). And, if the plants were run, the total cost would be even 

higher because they would have been operating at a loss, as the unit cost of producing 

steel in Nigeria far exceeded the world price. Prior to the 1986 exchange rate reform, the 

cost per ton was US$400 compared to a world price of US$150, and even when the post-

reform exchange rate is taken into account, the unit cost was still high at about US$360 

because of the high transport cost of the inputs. Further, the plants could not have been 

run efficiently below 30 to 40 per cent, and it is argued that the market would not have 

permitted more than 20 per cent capacity. Therefore, even at an optimistic 40 per cent 
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capacity, it is estimated that ‘the net present value of running the mills is around -US$3 

billion, so the total cost of steel mills is US$13.8 billion’ (Bevan et al., 1999: p63). 

 

It is therefore questionable why such an apparent loss-making venture was allowed to 

continue. There are arguments that the feasibility studies of the two plants were 

undertaken, and only understood, by agents with a strong financial interest in selling the 

steel mills. Also, the pro-steel lobby, which was within the civil service in the Ministry of 

Steel and Industries, was much stronger that the anti-steel lobby, which emerged from the 

Ministry of Planning as they became increasingly aware of the immense opportunity cost. 

However, the power and influence of the pro-steel lobby was so strong that the funding 

for the mills was set up as a prior claim on oil revenue before it even reached the budget, 

because oil companies were paying around 80,000 barrels of oil per day into a London 

bank escrow account, which was reserved for the payment of the steel mill suppliers. This 

therefore insulated the steel projects from the budgetary cuts that all other projects 

suffered during the decline in the 1980s. 

 

But why was the pro-steel lobby so dismissive of the economic realities? Some experts 

argue that they were apparently motivated by grandiose and naïve visions of 

development, and saw Japan and Russia as role models to emulate. In particular, they 

believed that the Japanese had industrialised because they had acquired heavy industry, 

so it is believed that the pro-steel lobby conjured up a grand scheme of linkages between 

local iron ore, local coal, and the construction of a national rail network. According to 

these arguments, it was perceived by the pro-steel lobby that the pattern of resource 
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allocation during the colonial era had reflected colonial policy, which they claimed was 

to retard or discourage industrial activities in the developing colonies, so that 

industrialization would be exclusive to the developed world. Therefore, without due 

regard for comparative advantage and market forces, the civil service of a now 

Independent state saw it as their natural role to promote industry, steel in particular, and 

make Nigeria the industrial giant of Africa. 

 

But considering its population and the size of its economy, why should Nigeria not aspire 

to be the industrial giant of Africa? It has abundant reserves of the necessary natural 

resources, iron ore in the case of steel production and hydrocarbons in the case of 

petrochemicals. It also has a potentially large domestic market capable of absorbing a lot 

of its manufactured products, unlike most other African countries, which could then also 

become markets for Nigerian steel and petrochemicals. Therefore, on the other hand, one 

can argue that it was perfectly acceptable for Nigeria to pursue industrialization through 

steel and petrochemical plants, provided they were properly implemented and efficiently 

managed. 

 

But why was the implementation and management of the steel plants so ineffective and 

unprofitable? Is it because they were state-owned and state-run enterprises? This could be 

true, confirming the characteristic traits of inefficiencies, un-competitiveness, and the 

lack of innovation generally attributed to state-owned enterprises. However, one must be 

careful with such generalizations because it was state-owned enterprises in Taiwan that 

spearheaded its industrialization (Amsden, 1992). Wade (2004: p6) also adds that ‘it 
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could not be said that for reasons inherent in the nature of government, no government is 

able to expand the wealth of a nation faster than unguided entrepreneurs on their own’. 

However, the success of Taiwanese state-owned enterprises can be regarded as a single 

success story among a myriad of sluggish performances exhibited by a lot of other 

governments’ enterprises; it could therefore be argued that perhaps Nigeria would have 

performed better with a private-sector led initiative towards industrialization, but with the 

support and regulation of the state. Wade (2004) best describes this as a synergistic 

connection between a public system and a mostly private market system, where the 

output of each becomes the input for the other. He explains that in such a situation, the 

government sets the rules and influences decision-making in the private sector in line 

with its view of an appropriate industrial and trade profile for the economy. 

 

Even if Nigeria’s industrialization attempt was carried out by the private sector, like in 

Japan or South Korea, was the state capable of guiding, supporting, and nurturing these 

firms? According to Amsden (1992), the institutions of late industrialization that can 

underscore its success, and whose absence would cause delay or failure are: an 

interventionist state, large diversified business groups like the chaebol in South Korea or 

the zaibatsu in Japan, an abundant supply of competent salaried managers, and an 

abundant supply of low-cost, well-educated labour. Firstly, Nigeria lacked a strong state 

that was capable of intervening and directing economic policy, because it had just come 

out of the Biafra secession war and the numerous coups and countercoups further 

disrupted the political process. Therefore the government, often in a precarious state of 

uncertainty due to civilian protests and frequent military coups, was in no position to 
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formulate coherent long-term economic development strategies, and even if it did, it was 

probably not in existence long enough to implement and nurture them. Secondly, Nigeria 

lacked the large diversified business groups described by Amsden because most 

businesses in Nigeria, and Africa as a whole, are small-to-medium-sized enterprises that 

are run by families. Thirdly, in terms of competent salaried managers, it could be argued 

that they were not in abundant supply because it was only during the oil boom that the 

government significantly increased investment in education. Finally, and perhaps the only 

factor that Nigeria could claim to have in its favour, there was an abundant supply of low-

cost, reasonably educated labour. Therefore, considering that Amsden describes the 

above factors as necessary but not sufficient conditions for successful late 

industrialization, and that Nigeria lacked all but one, one can start to understand why 

Nigeria failed in its attempt to industrialise through its steel and petrochemical plants. 

 

We have seen that of the three choices facing the Nigerian government, it chose to retain 

most of the oil income for its own expenditure rather than pass it on to the private sector. 

It then sensibly chose to invest almost all the windfall rather than consume it, and among 

the choice of investments, it chose to invest a significant proportion in large-scale 

industrial projects, such as steel plants and petrochemical installations. The remaining 

investment portfolio went towards education, some infrastructure projects, and the new 

capital at Abuja. But how successful were these choices and investments? 
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4 Angola 

 

4.1 Introduction 

 

This section explores Angola’s economic background in contrast to other former colonies 

and the impact of the war in stifling economic development. Angola spans an area of 

about 1,247,000 sq. km and has a population of about 19 million. Its oil reserves are 

estimated at 9 billion barrels, which makes its per capita reserve base much higher than 

that of Nigeria. Angola also has significant diamond reserves, of gem quality rather than 

industrial quality, and is currently the world’s fifth-largest diamond producer. It also has 

the potential to develop its vast agricultural and marine resources, which are presently 

only being marginally exploited. Angola is therefore adequately endowed with natural 

resources, which begs the question ‘Why is it still one of the least developed countries in 

the world?’ It is classified by the World Bank as a Lower Middle Income Country 

(LMC), with a Gross National Income (GNI) per capita of US$3,450 in 2008. Its life 

expectancy at birth is 41.7, and it has an under-5 mortality rate of 26 per cent. According 

to the 2008 UNDP Human Development Report, 47 per cent of its population live 

without sustainable access to an improved water source. 

 

4.2 The Angolan economy 

 

The Angolan economy has mostly been dominated by the production of raw materials 

and the use of cheap labour since the start of European rule in the sixteenth century. 
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According to Clark (1991: p113), the Portuguese used Angola principally as a source for 

the thriving trans-Atlantic slave trade, making Luanda the biggest slaving port in Africa. 

After Portugal abolished the slave trade in 1858, concessionary agreements and exclusive 

rights were being granted to private companies to exploit land, people, and all other 

resources within a given territory. Also, some Portuguese started emigrating to Angola to 

establish farms and plantations (fazendas) to grow cash crops for export. Before the 

Second World War, the Portuguese government was primarily concerned with keeping its 

colonies self-sufficient, and therefore invested little capital in Angola’s local economy. 

For instance, no roads were built until the mid-1920s, and the first railroad, the Benguela 

Railway, was not completed until 1929. 

 

However, rapid post-Second World War industrialization and the parallel requirements 

for raw materials spurred Portugal to foster closer ties with its colonies, and therefore 

started to actively develop the Angolan economy. During the 1950s, Portugal built dams, 

hydroelectric power stations, and transportation systems. Also, more Portuguese citizens 

were being encouraged to emigrate to Angola, where planned settlements (colonatos) 

were established for them in the rural areas. The Portuguese also initiated mining 

operations for iron ore, manganese, and copper to complement its industrial activities at 

home, and in 1955 the first successful oil wells were drilled in the Kwanza River Basin. 

Therefore, by 1960 the Angolan economy had been completely transformed to comprise a 

successful commercial agricultural sector, a promising mineral and petroleum production 

enterprise, and an incipient manufacturing industry. 
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By 1976, most of the encouraging developments in Angola had been reversed and the 

economy was in a state of complete disarray in the aftermath of the War of Independence 

and the internal fighting among the various liberation movements. It is estimated that by 

August 1976, more than 80 per cent of the agricultural plantations had been abandoned 

by their Portuguese owners; only 284 out of 692 factories continued to operate; more than 

30,000 medium-level and high-level managers, technicians, and skilled workers had left 

the country and 2,500 enterprises had been closed, 75 per cent of which had been 

abandoned by their owners. It is also estimated that only about 8,000 vehicles remained 

out of the 153,000 registered, dozens of bridges had been destroyed, trading networks had 

been disrupted, administrative services no longer existed, and files and studies were 

missing. 

 

It can be argued that the Angolan economy had never been very strong, citing that most 

of its economic successes were of recent and precarious origins, and that its economic ills 

can be partly attributed to the Portuguese policy of colonial development. Many of the 

white settlers that came to Angola after 1950 had appropriated Angolan lands, disrupted 

local peasant production of cash and subsistence crops and, moreover, made Angola’s 

industries dependent on trade with Portugal for both markets and machinery. It was only 

the petroleum and diamond industries that boasted of a wider clientele for investment and 

markets. More importantly, some experts argue that the Portuguese did not train 

Angolans to operate the larger industrial or agricultural enterprises, and they did not 

actively educate the population. Therefore, after the Independence wars and the 

understandable repatriation of most of the white settlers, Angola found itself in a position 
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without markets or the expertise to maintain even minimal economic growth. Table 4.1 

illustrates this dramatic post-Independence decline in production in the agriculture, 

fisheries, manufacturing, and mining sectors. The crude and refined petroleum sectors 

were the only industries that experienced higher post-Independence production levels. 

 

[INSERT TABLE 4.1 ABOUT HERE] 

 

4.3 Comparison with other former colonies 

 

Table 4.2 compares the level of economic development and scale of economic activity in 

Angola with that of former British colonies: Nigeria, Malaysia, India, Hong Kong, and 

Singapore. South Korea, a former colony of Japan, is included as a benchmark for late 

industrialization and rapid economic growth. Brazil, a former colony of Portugal, is 

included for completeness and as a contrast to Portuguese colonial development. Nigeria 

is of particular relevance because it shares most in common with Angola in terms of its 

economy being heavily dependent on petroleum, the trans-Atlantic slave trade, natural 

resource exploitation, and persistent ethnic conflicts. 

 

[INSERT TABLE 4.2 ABOUT HERE] 

 

The economic indicators show that Nigeria and Angola were about level from 1960 

(when Nigeria gained Independence) to 1975 (when Angola gained Independence), as 

their respective GNP per capita average annual growth rates between 1960 and 1976 were 
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3.5 and 3.0 per cent, with their GNP per capita in 1976 standing at US$380 and US$330 

respectively. On closer analysis, Angola’s GDP during the period from 1960 to 1970 

grew faster at an average annual rate of 5.1 per cent compared to Nigeria’s 3.1 per cent, 

but perhaps due to the instability from the fighting for Independence in Angola in the 

early 1970s, its average annual GDP growth rate between 1970 and 1976 fell to just 1.0 

per cent, whilst Nigeria’s soared to 7.4 per cent, as a result of the 1973 oil price hike. 

 

4.4 Oil and the war 

 

The prolonged war between the MPLA and UNITA became increasingly expensive and 

detrimental to the Angolan economy. For example, between 1996 and 1999, 18 per cent 

of the country’s GDP was devoted to defence and security expenditure, even though it 

was technically at peace following the Lusaka Protocol in November 1994. According to 

the UNDP, developing countries as a group devoted 2.4 per cent of their GDP to military 

expenditure in 1996, which by comparison was eight times less than Angola in the same 

year. Furthermore, according to the IMF, Angola’s budget expenditure indicated that the 

government spent on average US$1.2 billion a year on defence and security between 

1996 and 1999. Figure 4.1 shows the recorded and unrecorded amount spent on defence 

and public order between 1993 and 1999 as a percentage of the government’s total 

expenditure. It is possible to argue that such significant expenditure on defence and 

security was only possible because a high proportion of Angola’s GDP (on average 34 

per cent between 1996 and 1999) accrued directly to the government in the form of oil 

rent. Therefore, without foreign currency constraints, the government engaged in high 
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levels of overseas military purchases, which meant a drain on the national economy and 

neglect of the government’s social services responsibilities. 

 

[INSERT FIGURE 4.1 ABOUT HERE] 

 

5 Discussion and Conclusion 

 

Have Nigeria and Angola succeeded in managing their hydrocarbon resources for the 

benefit of their economies and people? How do we measure such success or failure? 

What lessons can we learn from their experiences? Which ones should be adopted by 

emerging oil-producers in the continent and what can be done to avoid some of the 

pitfalls they encountered? 

 

Firstly, it helps to imagine the ultimate goal of every oil-producing country, which is to 

use their oil wealth to create an alternative and sustainable income-generating base. 

Because hydrocarbons, like many other natural resources, are finite; resource-rich 

countries are always faced with the challenge to create an alternative source of income 

that is similar in size or greater than their current resource rents in order to sustain and 

grow their economies as that particular resource starts to run out. This diversification 

from a volatile and finite income stream to a sustainable and productive industrial base 

can be regarded as the ultimate achievement for resource-rich countries. Very few oil-

producers, such as Norway and Malaysia, have been able to achieve this, albeit at varying 

levels of success. So how do Nigeria and Angola compare? 
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Nigeria attempted to develop steel and petrochemical industries in the 1980s with the aim 

of becoming the industrial giant of Africa. The government urged the adoption of RBI, 

with its petroleum and iron ore resources, but it appears that their zealous determination 

made them overlook certain fundamentals in RBI planning and implementation. The 

feasibility studies were flawed, the technical reports were neglected, and a number of 

uneconomic choices were made. The outcome was that the plants were uncompetitive and 

unprofitable from the start, and as a result they failed. One should bear in mind that this 

form of industrialization was still dependent on natural resources, and even if it had 

succeeded it would still not have achieved the ultimate goal of developing productive 

industries that were independent of finite natural resources as primary inputs. Crude oil 

exports today still make up more than 90 per cent of the Nigerian government’s foreign 

exchange earnings, so one can safely argue that Nigeria has not been successful in 

diversifying its economy from oil. Angola is also clearly still dependent on natural 

resources. It is very fortunate to be blessed with both petroleum and diamond resources, 

which makes its economy less entirely dependent on oil and gas. Very little or nothing 

has been achieved in terms of economic diversification into productive industries, not 

even RBI. Therefore, with natural resource income still accounting for over 95 per cent of 

export earnings and over 60 per cent of GDP, one can also safely argue that Angola has 

not been successful in diversifying its economy from oil. 

 

Secondly, a criterion which is obvious in determining whether Nigeria and Angola have 

been successful or not, is the level of achievement of poverty reduction in these countries. 
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One can argue that the previous criterion of economic diversification cannot be viewed as 

an end in itself, but rather as a necessary achievement in order for resource-rich countries 

to secure a long-term productive income stream and achieve the real ultimate goal of 

national prosperity and poverty reduction. The Nigerian economy has failed to reduce 

poverty and provide a decent standard of living for tens of millions of its people, as about 

70 per cent of its population still live below US$1 a day. Angola can also be regarded a 

failure in this regard, with over 70 per cent of its population still living on less than US$1 

a day. A possible excuse for this depressing scenario is the almost three-decade-long war 

and the inevitable drain on the country’s financial resources, but it is evident that there 

has not been much of an improvement in the lives of ordinary Angolans since the war 

ended in 2002. The gap between the rich and the poor is one of the widest in Africa and it 

continues to grow, with the almost completely mestiço political elite being the main 

group that benefits from the significant oil revenues. There appears to be a minority-

controlled sieve between the elite and ordinary Angolans, and very little oil wealth filters 

down through the very fine holes of the sieve to the poorest Angolans. 

 

Why did Nigeria’s attempt at industrialization fail? Was it an inherent lack of ability to 

execute the projects? Probably not, because Nigerians are highly intelligent and ingenious 

people that also have excellent business acumen. Was it lack of determination to make 

the projects a success? Probably not, because the government officials saw it as a 

challenge and wanted to prove to the world, especially colonial powers, that they were 

capable of developing on their own, much like the Malaysians saw it as a matter of 

national pride to make a success of their petroleum industry and develop their economy. 
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To understand why Nigeria failed to industrialise, it is important for one to look at the 

role and nature of the state. It was the state that implemented the steel and petrochemical 

programmes; this invites arguments about the chronic inefficiencies of state-run 

enterprises and further arguments that the outcome would have been better if it had been 

carried out by the private sector. Wade (2004) argues that it is not entirely fair to 

conclude that for reasons inherent in the nature of governments, no government is able to 

expand the wealth of a nation faster than unguided entrepreneurs on their own. It can be 

argued that this is true for Taiwan, where it was state-owned enterprises that spearheaded 

its industrialization. However, Taiwan is just one success story among a number of 

countries that pursued a strategy of state-run enterprises but failed at varying degrees, 

thus proving the exception rather than the rule. Therefore, one can argue that Nigeria 

would have stood a better chance of success if industrialization had been carried out by 

the private sector but with the support and regulation of the state. Wade (2004) describes 

this state-led approach as a synergistic connection between a public system and a mostly 

private market system, in which the government sets the rules and influences decision-

making in the private sector in line with its view of an appropriate industrial and trade 

profile for the economy. 

 

But even with a state-led and private-sector-implemented approach like Japan and South 

Korea, did Nigeria’s private sector have the capacity to implement and manage the 

industrial programmes? Was the state strong enough and capable of supporting and 

directing the private sector? Amsden (1992) argues that there are several institutions of 
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late industrialization that can underscore its success and whose absence would cause 

delay or failure: an interventionist state, large diversified business groups like the chaebol 

in South Korea or the zaibatsu in Japan, an abundant supply of competent salaried 

managers, and an abundant supply of low-cost well-educated labour. If we apply the 

above four criteria to Nigeria, one then begins to realise that Nigeria was not in a 

favourable initial position and had the odds stacked against it in terms of making a 

success of its industrial programmes. First, the state was weak and incapable of 

intervening to direct economic policy. Second, Nigeria did not have large diversified 

business groups that had the ‘broad shoulders’ to carry the weight of industrialization. 

Third, there were not enough competent salaried managers because it was only then that 

the government was investing proceeds from the oil boom into education. Finally, an 

abundant supply of low-cost reasonably-educated labour is perhaps the only factor that 

Nigeria could claim to have in its favour, which is negligible in importance compared to 

the other three factors, which when all taken together are necessary but still not sufficient 

requirements for successful late industrialization. 

 

In contrast, Angola did not pursue a strategy of economic diversification because the 

government was engaged in a prolonged civil war and came close to defeat on more than 

one occasion. Therefore, as expected, all its time and resources were spent defending the 

country from rebels. One can argue that Angola did not overcome one of the first hurdles 

of significant natural resource blessing, which is to stem insurgencies and maintain peace 

and stability. In effect, it stumbled at the initial stages of a difficult obstacle course of 

successfully managing its resource wealth. A further obstacle along this course, which 
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Nigeria was unable to negotiate, is the ability to diversify from a finite natural resource 

and develop productive industries that are not directly dependent on natural resources. 

One must appreciate the extremely difficult nature of completing this natural resource 

obstacle course, also known as the ‘Resource Curse’, and win the ultimate prize of using 

resource wealth to develop alternative or at least complimentary industries that will 

replace or supplement the income stream from a particular resource. 
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Tables and Figures 

 

Table 3.1 Differences between actual effects of the oil shock and those expected under the 

counterfactual case, 1970-81 (millions of Naira, 1970 prices) 

 

 Gross Domestic Product 
Year Oil Non-oil Total 
1970 0 0 0 
1971 553 48 602 
1972 863 -987 -124 
1973 535 -35 500 
1974 1,002 1,483 2,485 
1975 238 1,169 1,407 
1976 649 1,828 2,478 
1977 592 1,997 2,589 
1978 195 -147 49 
1979 433 -806 -373 
1980 38 -1,801 -1,763 
1981 -976 -2,887 -3,344 
Total 3,068 881 4,131 

Source: Bevan, Collier, and Gunning, 1999: p49. 
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Table 4.1 Production of selected commodities, 1950-97 

 

 Unit 1950 1960 1973 1993 1994 1995 1996 1997 
Agriculture & fisheries 
Maize 1,000 tons - 376 854 274 201 211 398 370 
Coffee (exports) 1,000 tons 47 166 213 2 5 2 3 3 
Fish (landed in Angolan ports) 1,000 tons 136 252 467 129 135 137 170 - 
Mining 
Crude oil 1,000 b/d - 67a 172 504 550 617 689 713 
Diamonds (official sales) 1,000 carats 184b 496b 1,940 295 537 628 917 1,212 
Iron ore 1,000 tons - 409 6,000 0 0 0 0 0 
Manufacturing 
Beer Million litres - 10 120 27 28 39 72 - 
Cloth Million sq. m - - 18 5 3 2 3 - 
Cement 1,000 tons - - 768 135 251 186 204 - 
Refined petroleum products 1,000 tons - - 743 1,522 1,710 1,760 1,776 1,776 

Source: Mitchell, 1998: pp176-669; Hodges, 2001: p94. 

 
 

                                                 
a Thousand metric tons 
b Millions of escudos 
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Table 4.2 Comparative economic indicators from a selection of former colonies 

 
Population 

 
(Million) 

GNP 
per 

capita 
 

(US 
dollars) 

GNP per 
capita 

 
Average 
annual 
growth 

rate 
(Per cent) 

GDP 
 

Average annual 
growth rate 
(Per cent) 

Agriculture 
 

Percentage of 
GDP 

(Per cent) 

Merchandise 
Trade 

 
(Million US 

dollars) 

Exports 
 

Average annual 
growth rate 
(Per cent) 

Average annual 

Mid-1976 1976 1960-76 1960-70 1970-76 1960 1976 Exports 
1976 

Imports 
1976 

1960-70 1970-76 1960

5.5 330 3.0 5.1 1.0 50 29 535 317 7.7 -13.0 
           

77.1 380 3.5 3.1 7.4 63 23 10,567 8,199 4.6 3.2 
           

12.7 860 3.9 6.5 7.8 40 29 5,707 4,245 8.9 4.3 
           

620.4 150 1.3 3.6 2.7 50 47 5,424 5,515 1.6 5.0 
           

4.5 2,110 6.5 10.0 7.5 4 2 8,526 8,882 12.7 8.6 
           

2.3 2,700 7.5 8.8 8.9 4 2 6,585 9,070 4.2 14.1 
           

36.0 670 7.3 8.5 10.3 40 27 7,716 8,774 35.7 31.7 
           

110.0 1,140 4.8 8.0 10.6 16 8 10,128 13,622 4.6 10.3 
Source: World Development Report, 1978. 
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Figure 4.1 Share of defence and public order in government expenditure, 1993-99 

(Per cent) 

 

 

Source: Hodges, 2001: p115. 
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