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;.:Ah Bongo Ondimba, the new premdent is

_ undertaking a wide variety of economic and

'political refarms, with the goal of improving

" governance, transparency and liberalisation

efforts inwhat is already one of Africa's most

st_able_s.tates. The government is working to

‘play a more central diplomatic role in the

- region and further afield as well, and is active
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Oil production has been a driving force
in the economy for several decades
now, The government is currently .
attempting to diversify by harnessing
the country’s significant natural gas

potential. With this in mind, gas flar-
ing was recently banned and in 2010

sive forests, and much of the country’s
grid is powered by hydroelectricity. -
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The regional bourse, Bourse des Valeurs Mobil-
téres d'Afrique Centrale, has seen light trad-
ing since it was launched in 2007. Bond issues
have attracted the attention of investors, with
the bourse t:aising a total of some €219m
since it opened. A potentfal merger with
Cameroon’s Douala Stock Exchange has the
potential to bring new energy to the market.
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Not all talk
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The launch of a fourth mobile pperator in
2009 is expected to ramp up competition
in what is_already a fairly crowded tele-
coms market - official numbers put mobile
penetration at 217% at the end of 2009.
Continued expansion in other segments s
expected. For example, high-speed inter-
net connections are on the rise, due large-
ly to increasing broadband availability.

All natural

Page 170

The biggest players among domestic
_industries include agribusiness compa-
nies that produce soft drinks, beer, bot-
tled water, dairy products, cooking oil,
flour and sugar. Additicnally, a number
of new special economic zones are driv-
ing growth in a variety of other indus-
tries, especially forestry, where timber
and woad processing are main focuses.

Golng green
Page 187

The tourism sector continues to play a cen-
tral role in long-term economic diversifica-
tion efforts. Gabon s a poputar destination
for environmental tourists and wildlife view-
ers, in particular. With continued expansion
in this segment in mind, the government
has undertaken large-scale conservation
efforts. Currently some 11% of the nation's
surface area is protected by the state.

Beyond borders
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Two national dailies dominate the print
segment, although they share the
marketwith 55 other local tittes, many
of which are dependent on advertis-
ing and aid from the state. White onfine
media outlets heve yet to take off,
the pay-TV segment has expanded
dramatically over the past two years.
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Transport

Rehabilitation of infrastructure the key to growth
Major projects set to expand the road network

A rise in connections and competition in aviation
Modernisation and capacity increases for ports -
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Transport is one of the
government's main
investment priorities, with
£826m allocated for
infrastructure and
impravements under the
2010-11 budget.

TRANSPORT QVERVIEW

More ltHa]I half of the 2010-11 budget will be spent on infrastructure

On the way

o

New developments are expected to bring about increased efficiency

and faster travel times

From both the private sector and the gavernment, the
refrain has been the same in recent years ~ the key to
unlocking the growth potential of the Gahonese econ-
omy is to rehabilitate and integrate the national road,
river, air, rail and marine infrastructure,

The transport sector is one of the government’s top
investrent priorities, as it is for Gabon's major inter-
national lenders - including the African Development
Bank - and for donors such as the European Commis-
sion. These organisations are pouring moneyinto proj-
ects aimed at stitching together the country’s patch-
work of transport finks tofoster greater regional trade
and increase import and export capacity.

The government’s commitmentis no less significant.
More than half of the total 2010-11 budget, or
CFA544bn (€826m), is earmarked for infrastructure and
transport improvements — 11 times the amount bud-
geted for transport just three years ago, “The ambitious
level of public Investment in the 2010 budget reflects
a new political will; the administration has a stake in
fosteringinvestor confidence to help strengthen eco-
nomic development,’ Patrick Charlot, the general man-
ager of Gauff Engineering, told OBCG.
DEVELOPMENT DEALS: In August 2010, in line with
the country’s 50th anniversary celebrations, the gov-
ernment revealed that €3.3bn in deals, many of them
infrastructure-related, had been signed with Asian
firms. Poor planning and upkeep have spoiled ambi-
tious transpart projects in the past, but President Ali
Bongo Ondimba said Gahon is now committed to
designing and building infrastructure that will e con-
sistent with its national development strategy. “The
Gabonese peaple want reads and housing,” he told
Jeune Afrique in August 2010, “But this should be in
line with projects for tourism, mining, industries or, to
put it simply, for development. To build roads for the
sake of building roads doesn't make sens®. So it s a bit
more complicated that just stringing together kilome-
tres of tarmac?” Although the country’s airports are not
yet pushing capacity, there are plansto build a newinter-

www.exfordbusinessaroup.com/countey/Gabon

national airport near the capital, which woufd have
room to expand. On the horizon are additienal public-
private partnership projects that will madernise the
country's deep-water seaports, starting with the Port
of Owendo on the outskirts of Libraville,

Planned construction, maintenance and equipment
spending should create substantial opportunities for
private sector contractors. Roads and ports are the two
segments of the national transport system that have
experienced the highest degree of privatisation in the
past decade. The state started contracting out the bulk
of road building in 2001 and, in general, 75% to 80%
of the spending on road maintenance is privatised.

Road construction and consultancy projects are
largely in the hands of foreign companies, and are like-
lytoremain so over the short terin. The minister respon-
sible for promoting small and medium-sized business-
es has proposed setting aside 30% of public works
contracts for Gabonese-owned contractors and sup-
pliers, but it is not clear that this quota will be adopt-
ed or when it would be put into effect.

Such investment in road improvement projects has
already opened opportunities for foreign contractors,
with several Chinese companies working on second-
ary and trunk roads around the country, and Indian and
French construction companies won further contracts
in summer 2010 to modernise and pave roads across
the country. The projects will fill in some of the miss-
ing links In the national transport network that have
hampered growth in cross-barder trade and the move-
ment of goods within Gabon,

IMPROVING EFFICIENCY: The infrastructure improve-
ment programme should have a complementary effect
on the revenues of shipping lines and other related busi-
nesses, In 2009, export and import volumes dropped
sharply, especially during the period between May and
October that saw the death of President Omar Bongo
Ondimba and also national etections. Revenues were
off 15% at Maersk Line, one of two firms that run con-
tainer vessels in and out of the Port of Qwendo. How-




ever, the uptick in construction activity is contributing
to a modest recovery in shipping line activity in 2010
and this is also likely to continue as maore infrastruc-
ture projects get under way.
CHALLENGES: Getting the budgeted infrastructure
money out and working is another issue. Past road-build-
ing projects in Gabon have experienced delays and
cost overruns. An ambitious public works programme
launched in 1993 was intended to pave 1936 km of
- road within five years tolink provincial capitals to Libre-
ville, Twelve years later, according to the OECD, just
27% of the work had been completed and costs had
exceeded the original budget by 66%.

International studies said the state bidding, approval
and disbursement processes can be frustratingfy slow,
resufting in the suspension of ongoing road work for
months at a time, Part of the problem, as the lenders
have acknowledged, is that road constructionin Gabon
takes place in difficult and often waterlogged terrain,
Controls to ensure regular fiscal monitoring have been
built into the current loan procedures.

In terms of maritime transport, several private-sec-
tor operators of port facilities have embarked oninvest-
mentin infrastructure and equipment. Gaban has two
main seaports, at Owendo and another mainly serving
the oil and mining industries at Port-Gentil, and both
are in line for updates. With this in mind, much-need-
ed modernisation of handling and storage facilities are
currently being undertaken.

Other projects anticipated to begin in 2010 and
2011 include the extension of quays at the Port of
Owendo, the purchase of dockside gantry cranes, ren-
ovation of the port administrative offices at Owendo
and Port-Gentil and installation of up-to-date vaessal
surveillance and security systems at both locations.

The state harbour authority, the Office of Ports and
Harbours (Office des Ports et Rades du Gabon, OPRAG),
recently reported that an amount approaching CFATbn
(€£1.52m) has already been invested in improvements
at both the Owendo and Port-Gentil ports since 2004,
primarily to upgrade security.

ROADS: The government’s overall goal is to diversify
the economy and attract more foreigninvestment into
the badrock sectors of oil, forestry and mining.

The state of the road transport network is a hurdie
in this respect. Most manufactured goods, whether
imported or produced locally, are moved by road, as
are one-third of the timber and 65% of all passengers.
Gabon has steadily extended the road network in the
sparsely populated interior of the country over the
past 10 years, but maintenance has been underfund-
ed and infrastructure projects have regularly overrun
both budgets and deadlines.

The road network is developed in the north-west
reaches of the country, where the capital and twe main
seaports are Jocated. Roads on two axes cross the
country from north to south and east to west. Gaps

remain primarilyinthe secondary and connecting net-

works. Additionally, the African Development Bank
labels 80% of the bridges as "provisional” and unreli-
abte for the smooth transport of goods and services.

TRANSPORT OVERVIEW

There are 3368 km of national roads, of which 842 km are paved

There s no refiable link between Libreville and Port-
Gentil, the second-largest city and centre for oil activ-
ity and shipping. A muiti-lane asphalt national highway
extends from the capital - a recently initiated study
will determine if this road will be extended. All provin-
cial capitals can be reached by road, and a 90-km
asphalt highway connects Franceville, the third-largest
city, and Mouanda, a transport hub for the manganese
industry. There are six national roads, which are par-
tially paved. Just over 10% - 936 km - of the country’s
9170 km of roads are currently surfaced with asphalt.
Of the 3368 km of natfonal roads, 842 km are paved,

Apart from 213 km of paved roads, Gabon's provin-
cial and department roads are a mix of gravel roads,
dirt roads and unclassified rural tracks that can become
muddy obstacle courses or simply impassable during
the country's nine months of rainfall. The tropical cli-
mate, combined with inadequate enforcement of max-
imum load limits, adds to the wear and tear. In a 2007
assessment, the African Development Bank said that
Jjust 20% of the country’s overall road network could
be said to be in a “fairly good condition”. Within that
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essential upgrade work on
handling and storage
facilities is under way. The
quays at the Port of

Owendo will also
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Gabon has received
finéncing from the African
Development Bank, France,
Spain and other donors in
its effort to rehabilitate the
road netwark,

TRANSPORT OVERVIEW ..:2v 0 ¢

category itlisted 26% of national roads, 16% of provin-
cial roads and 19% of departmental roads. Taken as a
whale, according to the analysis, some 60% of the road
network is in poor condition,

REHABILITATION PROGRAMME; Starting in 2002
Gabon launched a major effort to rehabilitate its road
network to make larger parts of the interior accessi-
ble, lower the casts of distributing manufactured and
imported goods and satisfy the demands of industri-
al investors for more cost-effective transfer of timber
and mineral resources to the seaports,

The effort became an integral part of the govern-
ment's strategy to develop sectors other than oil, where
production began to decline in 1998, It has received
financing for major road projects from the African
Development Bank, France, Spain and other donors
since the mid-1990s. Progress on paving and extend-
ing the network has been bumpy, hampered by limita-
tions en government resources.

Internationalenders renewed their commitmentto
financing a comprehensive national road improvement
programme in 2007, capped by the approvai of a
CFA165bn (€£250.8m) toan from the African Develop-
ment Bank designed to better integrate Gabon's rail
and road systems and strengthen regional trade routes.
The first phase of the programme was launched in
2009. Oneimportant factor in the lender’s decision was
the government's agreement to establish a dedicated
road maintenance fund, This fund is designed to guar-

antee a regular schedule of upkeep and repairs for
roads, as wefl to reduce delays in payments to contrac-
tors, which have been cited as the main reason for
roadwork being disrupted in the past, 3

The budget of the fund - an estimated CFA29.3m
(€44,536) in 2010, which is sufficient to cover recur-
ring expenses - is derived from levies and taxes on gaso-
line and gas-oil purchases, road tolls, vehicle inspec-
tions and imported spare parts,

PARTNERSHIPS: A batch of infrastructure deals was .
signed in August 2010, including one to modernise the
domestic road network. Some 1000 km of tarmac is
set to be laid by India's Ramky Infrastructure on La
Nationale highway connecting Libreville and Francevilte.
Slated for completion within three years, the project
follows the private-public partnership model, which is
being used increasingly in the region as a means to boost
infrastructure development,

Anather area that the government is starting to
address is traffic congestion in Libreville, where near-
ly half the population is concentrated but the number
and configuration of roadways have not kept pace. A
programme launched in 1992 to analyse urban trans-
portneeds, financed by the World Bank, has determined
that 50 km of 10-metre-wide secondary roads and 73
km of streets were needed urgently in Libreville. The
city is also sprawling outwards, with planned and
unplanned neighbourhoods putting more pressure on
the overburdened public transit system and the tan-
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gle of city-centre streets. Bottlenecks are a daily occur-
rence on the main shorefront road that feeds traffic
to the central business district, and lang detours are
necessary to reach some of the recently built parts of
the city. A Ministry of Transportation analysis identi-
fied a number of issues to be tackled, including the lack
of parking, inadequate bypasses and limited space on
city streets for buses and taxis to pickup and discharge
passengers. The state budget for 2010-11 provides
for the purchase of 50 new buses to ease the burden.
RAIL: The government devoted nearly half of its pub-
licworks budget during most of the 1980s ta the trans-
port sector, most of it to Trans-Gabonese Railway. The
railroad, with 814 km of track, was one of the most mod-
ern in Africa when it was built and remains the work-
horse of the mining and timber industries. The railroad
connects the Port of Owendo in Libreville to Franceville
in the south, with 22 stops in between. The network
was privatisedin 1999, 10 years afterit wentinto oper-
ation. Setrag, an affiliate of the international mining
consortium Compagnie Miniére de 'Ogooué (Comilog),
won a 30-year concession to run the railroad in 2003.

The proposed 2010-13 budget presented by Setrag
calls for CFA70.8bn (€1.01bn) to be invested in track
maintenance and upgrading, based on projections of
a CFA17.6bn (€26.7m) contribution from the state. This
spending plan has not been cenfirmed but is overdue.
A 2010 analysis by the office of the minister of trans-
portation concluded that in its current condition, the
Trans-Gabonese Railwayis nolonger capable of meet-
ing demand. The analysis called for substantial invast-
ment in upgrading its rolling stock and the execution
of a regular programme of preventive maintenance.
Additional investment will be needed on a rail spur to
the Belinga iron ore mine once the project - a key pri-
ority for the government - is operational,
MARITIME: The Gabonese economy relies heavily on
seaports and infand waterways for the transportation
of minerals and timber from the interior and distribu-
tion of other goods to areas underserved by roadways
and rail. The seaports account for more than 80% of
the country's trade volume.

Therivers are used by logging companies to float tim-
ber to the ports, for passenger transport and soon for
the distribution of fuel to outlying areas of the coun-
try. Maritime facilities are operated by a mix of state
agencies and private concessionaires that are invest-
ing in modern cargo handling systems and new equip-
ment to adapt to shipping needs.

The government decision to require the processing
of all timber before export poses fresh challenges for
port managers and the entire transport system. Ir Jan-
uary and February 2010 the volume of those exports
dropped 89.6% and 62.4%, respectively, over the same
months in 2009. The transition has strongly impacted
revenues from port charges related to wood exports.
In past years, various shipping charges associated with

untreated wood exports made up 60% of the develop-

ment fund of the Gabonese Shippers’ Council.
The new policy onwood export will also require new
strategies for shipping, storage, transfer and handling

TRANSPORT OVERVIEW

Shgrificant investment Is required to upgrade the ratlway network

SR

of finished and semi-finished timber, with a view to
reducing transit times, which can extend to eight days
for unloading containers of wood products at the
Owendo rail station and moving them to the port.

The development of multimodal faciities is a prior-
ity for both public and private operators, both of which
want to lower transport costs. To that end, a new Mul-
timodal Transport Qbservatoryis being set up to analyse
shipping flows and volume, bottlenecks and the use
of different segments of the transport network. Port
managers have also recognised thatitis essential that
administrative procedures be simplified and centralised
to bring down costs for shippers, according to Hervé
Nguema Etoughe, the deputy director-general of the
Gabonese Shippers’ Council.

The country has strong patential to be aregional mar-
itime hub once its transport sector - from roads to air-
ports to seaports — becomes better integrated, Ngue-
ma Efoughe said. “timproving the transport links across
the region is a priority and will require an emphasis on
multimodal systems,” he told OBG. “The maritime sec-
tor cannot continue to evolve in an isolated manner”

5, 2008-10 (ono tomnes
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The 814-km Trans-
Gabonese Railway links the
port of Qwendo in
Librevilte to Franceville in
the south. The proposed
budqet for 2010-13
presented by the railway’s
private operator, Setrag,
requires €1.01bn to be
invested in the
maintenance and
modernisation of the track.

[ Librevitte "
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Hydracarbans topped the
list of total imports in 2008
and 2009, and bulk oil made
up most of the exports at
Port-Gentil, while at the
Port of Qwendo imports
were dominated by
hydrocarbons and exports
by woad and wood
products.

TRANSPORT OVERVIEW - *vvo o0

A naw container terminal has helped improve clearance times

Gabon has two major deep-water ports. The main
industrial seaport is Port-Gentil, which has three spe-
cialised ports — one for oil, one for timber and one for
merchandise imports and general exports. A 150-metre
quay at Port dle at Port-Gentif handles cargo and oth-
er marine traffic arriving by river from the interior,
Imports at Port-Gentilreached 272,576 tonnesin 2008,
351,647 in 2009 and 84,488 during the first five months
of 2010, and exports otalled 1.02m tonnes, 877,889
tonnes and 378,740 tonnes, respectively. Of the total
imports, hydrocarbons topped the list, at 40,265 tonnes
for 2008, 98,241 tonnes for 2009 and 10,610 tonnes
for end-May 2010, Close behind were steel tubes with
45,565 tonnes, 31,698 tonnes and 7708 tonnes, respec-
tively. Bulk oil made up most of the exports, with 536,678
tonnes in 2008, 414,697 tonnes in 2009, and 227,111
tonnes for the first five months of 2010.

BETTER STANDARDS: The primary commercial port
is Owendo on the outskirts of Libreviite, Since open-
ing in 1974, Owendo has undergene some piecemeal

improvemnents but they have not kept up with the
demands of modern shipping lines and the commer-
ciat demand for faster and more efficient loading and
unloading. The portis scheduled for upgradesto bring
its handling facifities up to prevailing standards.

it is divided into speciafised ports with their own
quays, storage yards and private sector concessionaires
for the export of wood and wood products, minerals
and general merchandise. Infrastructure improvements
already under way have improved flow at Owendo,
where the single commercial quay is being extended
and willhave mobile gantry cranes. The improvements
should help lower costs for private shipping lines that
unload with their own short cranes, Shipping execu-
tives also report operations have become more effi-
clent and clearance times have improved since a 7-ha
container terminal opened at the Port of Owendo,
which has a storage capacity of 3500 containers.

This expansion, as well as the other improvements
on the horizon, highlight the need for further integra-
tion of the transport system in Gabon. A private sec-
tor consartium, Société des Terminaux de Conteneurs
du Gabon (STCG), built the CFA12.3bn (€18.7m) facil-
ity and manages it. STCG has proposed that a rail cor-
ridor be built between the terminal and the new mul-
timodal dry portin Franceville, which the company also
runs, allowing a better serving of the Haut Ogooué
province and the Central African Republic, Congo-Braz-
zaville and the Democratic Republic of the Congo.

Imports at the Owendo port totalled 1.39m tonnes
in 2008, 1.28min 2009 and 511,731 tonnes until end-
May 2010, dominated mainly by hydrocarbons, which
made up 248,448 tonnes, 95,570 tonnes, and 33,820
tonnes, respeciively. Exports reached 1,19m tonnes,
1.21mtonnes and 334,516 tonnes over the same time
period, with wood and wood products topping the list.
INTERNATIONAL STANDARDS: The country began
privatising the management and operation of its
ports in 2003. For instance, Owendo and Port-Gentil
are now managed by Gabon Port Management (GPM)
in conjunction with the state harbour authority, OPRAG.




GPM, a subsidiary of the Singapore-based Portek
international, won a 25-year management concession
in 2007 and announced in 2010 that it would accel-
erate the schedule of infrastructure improvements to
increase capacity and modernise the cargo handling
facilities, Gahon has already instituted new automat-
ed tracking systems and brought its port requlations
in line with international standards.

in September 2009 the countrywas ane of 16 coun-
tries to sign the new UN Rotterdam Ruies, governing
the carriage of goods by sea and connecting or previ-
ous transport by land. It also recently introduced a new
electronic cargo tracking system that is now obligato-
1y for shippers for Customs clearance.

Gabon has 3300 km of navigable inland waterways
that also play an important role in the economy, with
a steady flow of barge traffic for the transport of mer-
chandise. There is further potential to develop com-
mercial river transport, which consists principally of tim-
berthatis floated tothe Port of Owendo and Port-Genti,

The government’s Compagnie de Navigation

Intérieure et Internationale (CNI), which oversees the
inland waterway transport system, recently announced
a plan to start transporting fuel in 2010 to the south-
ern, northern and north-eastern parts of Gabon that
have experienced delivery problems. CN! also plans to
invest CFA5.3bn (€8.1m} to repair its cargo ships that
have been out of service for the past three years and
purchase a new 100-seat passenger boat for the Port-
Centil-Lambaréné-Omboué route,
AlR; Despite its smafl size and population, Gabonis well
served by afrports. It has 28 regional airports and three
international airports at Port-Gentil, Libreville and
Franceville. This high number is an indicator of the dif-
ficulty of travelling by road through the forested ter-
rain and the gaps in its national road network.

Leon Mba International Airport (LBV) in Libreville
serves 11 international airlines that fly to destinations
in Europe and Africa. Nine domestic carriers use the
airport and another two have applied for licences.
Lufthansa began flights again in and out of Leon Mba

A new electronic cargo tracking system has been introduced
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The government started privatising the management and operations of the country's ports in 2003

afrport in 2009, along with four new African airlines.
The Lufthansa flight to Libreville currently makes a
stop in Accra, though the company has said it will be
making the flight direct to Frankfurt later in 2010.

Leon Mba Airport has been managed by Aéroport
de Libreville (ADL) since 1996. Its passenger traffic
increased 2.23% overal} in the first trimester of 2010,
according to ADL, with international traffic outside the
central Africa region up nearly 5%

The tirgent priority for the new National Civil Avia-
tion Authority (Agence Nationale de FAviation Civile,
ANAC), which touk over regulation of aviation in 2009,
is getting Gabonese-certified carriers offthe EU black-
list. Seven domestic carriers were banned from flying
into any of the 27 EU member states in july 2008, The
ban applies to alt but specific planes in the fleets of
three other carriers. ANAC has been working to update
the nation’s requlatory framework to take into account
technological advances, as it was not revised since its
creatlonin 1965, and to improve supervision and train-
ing. “Gabion, as an emerging country, has to have safe
and soundinstitutions,” said Dominique Oyinamono, the
director-general of ANAC,

Gabonese carriers operating in the regional and
domestic market will also come under stricter requla-
tion, according to Oyinamono, and ANAC is looking at
imposjng a minimum fleet requirement that will impact
smaller carriers.“The small domestic market should not
be a reason for eperators to not comply with interna-
tional standards,” he told OBG.

Gabon Airlines, created with private shareholders
after the government liquidated the loss-making nation-
al airline in 2007, has been operating a route between
Librevifle and Port-Gentil since March 2010 and it also
planstoadd a route hetween Libreville and Franceville,

. as wellas a number of African routes.

" Th8 carrier registered 8% growth In passengers in
the first quarter of 2010 after lowering prices and
reconfiguring planes to accommodate a higher pro-
portion of economy-class seats, The airline now oper-
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With 3300 km of navigable
infand watenways, there is
the potential to expand
commercial river transpoert,
Currently timber is floated
to the two main parts, but
there is also a plan to start
transporting fuel in 2010.
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The development of
tourism and the
introduction of the CEMAC
passport will increase
demand for air services. A
new regional airline, Air
Cemac, is also expected to
be launched before

the end of 2010.
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ates international flights to Paris, Marseille, Johannes-
burg and Pointe Noire, in Congo-Brazzaville.
GROWTH POTENTIAL: The local airline industry sees
substantial growth potential for the future, especially
once the blacklist issues are resolved, although it has
alse called on Gabon to lower taxes and charges for
operating out of its airports.

Operatars are particularly hopeful that the develop-
ment of tourism and ecotourism will boost the demand
for domestic and international passenger aviationserv-
ices. Reglonal cargo air traffic could also take off, to
the benefit of Gabon and its airline industry, with
regional integration. The introduction of the CEMAC
passportwill dramatically increase passenger demand,
and a new regional carrier, Ar Cemac, is set to be
launched before the end of the 2010,

“The handicap is not the airports but the econom-
ic situation;" said Paul Steeve Ondzounga, the execu-
tive rmanager of Alr Service, which suspended flights
this summer due to what the company cited as finan-
cial difficuities. “Once the big construction projects
get going, there will be an increase in demand to get
peaple to the worX sites. We'll have to have flexibility
to be able to provide service where it is needed’

There are signs thatinternational air travel to Gabon
is picking up. In the summer of 2010 Gabon Airlines
leased an A340 carrier to help it accommodate
increased traffic from Paris, while Lufthansa will add a
direct connection to Libreville from Frankfurt in Novem-

ber 2010, “As a result of the depressed growth of the
airline industry in Europe and the US, Western Africa
is gradually becoming of equal importance to interna-
tional air carriers as Asia,” said Till Heene, the general
manager for Lufthansa. However, ongoingiairport
charges and other fiscal pressures on carriers need to
be lowered if more airlines are to be attracted, as LBV
is currently one of Africa's most expensive airports.
QUTLOOK: Gabon's infrastructure priorities are clear,
but the timeline will be long because of the sheer
scope of work that the government hopes to accom-
plish. In the medium term, the massive improvement
programme financed by the African Development Bank
promises to give the country a modern and integrat-
ed road system that will boost regional trade and low-
er internal distribution costs.

The establishment of a dedicated income stream for
the road maintenance fund sheuld help avoid the kinds
of problems that plagued the network in the past,
when roads were aliowed to fall into disrepair, The mod-
ernisation of the Port of Owendo will have a positive
impact on all sectors of the economy by streamlining
the handling of shipments.

Air traffic should rebound guickly in {ine with the
ongoing domestic and regional economic recovery.
The newly formed aviation authority is dedicated to get-
ting Gabon-based airiines fully off the EU blacklist,
which will help the aviation sector expand with more
regional cargo and tourism passenger-refated flights.
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On the road
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A development scheme aims to have 30% of roads paved by 2615

A major project to expand the highway system

Starting in 2002, Gabon launched a major effort to
redesignand rehabilitate its road network. The African
Development Bank, with support from donors includ-
ing the French Development Agency and the World
Bank, agreed to lend CFA165.1bn (€250.1m) for an
ambitious road improvement programme to pave and
upgrade more than 2500 km of roads in Gabon over
a 13-year period. The foan for the first stage of work,
representing 90% of the total CFA183.42bn (€278.1m)
project, is the largest ever made by the bank to a sin-
gle African country. Known as the Road Network Devel-
opment Programme {Programme d'Aménagement du
Réseau Routier, PARR), the project aims toincrease the
proportion of paved roadway in the country to 30% by
2015, from less than 11% today. Gabon is responsible
for 10%, or CFA18.34bn {£27.9m), of the total cost,
The loanwas approved in 2007 and the first phase offi-
cially launched two years fater, in August 2008
PRIMARY AIMS: Overall, the ambitions of the PARR
are to link the north-south and east-west road axes,
an essential ingredient for economic development,
and to extend road connections between Gabon and
its neighbours to enhance trade and commercial
exchanges. Putsimply, the planis fo give Gabon a road
network that reflects its goals of diversifying the econ-
omy, promoting tourism, encouraging agricultural
development and increasing cross-border trade. Just
over 10%, or 836 km, of Gabon's 9170 km of roads are
paved with asphalt, and much of the rest of the net-
waork is rudimentary at best.

The PARR improvements will open up inaccessible
and isolated areas of the country. In order to ensure
regular upkeep of the new roads and timely payments
to contractors, Gabon alsois required to set up a ded-
icated road maintenance fund.

The focus of the first phase of the massive pro-

gramme is to upgrade and surface three trunk roads -

in the provinces of Ngounié and Ogooué-Lolo, over a
total area of 240 km, These roads form part of the
regional transport corridors that are being built in

connection with an Economic and Monetary Commu-
nity of Central Africa economic development plan to
stimulate cross-border trade, The roads are also meant
to spur economic development and attract invest-
ment to areas of the country that are now essential-
ly landlocked, without refiable year-round connecting
routes to the national road network or the Trans-
Gahonese Railway. [n addition, the aim is to create a
reliable and integrated network of roadways so that
farm products can be brought to market, merchandise
can be more quickly distributed around the country,
students and teachers can get to schools, isolated
hamlets have access to health facilities and tourists
can travel 1o hard-to-get-to sights.

One section scheduled for rehabilitation and paving
is a 112-km stretch between Fougamou and Mouila,
whichis the continuation of a road corridor that starts
inLibreville and is projected to eventually run to Dous-
sala at the Gabon-Congo border where it would hook
up with a road to Brazzaville. The aim is to cut travel
time in half along this route, from four hours to two
hours, The programme also will fund engineering stud-
ies of a second section along the same corrider, from
Mouita to the border town of Doussala. The African
Development Bank calls this part of the project the
“missing link” in a regional transportation grid that
would connect the capitals of Gabon, Cameroon and
Congo by paved road, stimulating frade and econom-
ic development. The corridor is also an integral part
of a more extensive plan funded by international agen-
cies to create a backbone of roadways the length of
Africatolink capital cities from Tripoli, Libya in the north
down to Windhoek, Namibia in the south.

AN ISOLATED REGION: The first phase of the PARR
also calls for surfacing and widening a 37-km stretch
between the cities of Ndendé and Lébamba in the

~sotith-east, near the border with the Republic of the

Congo. This s the first section of the planned Ndendé-
Koulamouto read, which would ultimately link up the
isofated southern region of Gabon, an area rich in
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The main objectives of the
Road Network
Development Programme
are to link the north-south
and east-west road axes
and to extend road
connections between
Gabon and its neighbours.
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Most of the Road Network
Development Programme’s
projects are situated in the
south-east and south-west
regions, which have poorly
maintained roads outside
the regional centres. The
areas have great potential
for economic growth due
to their unexploited forest
and mineral resources,
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Infand areas require infrastruciure and access to government services

natural resources, to the Trans-Gabonese Railway and
by extension to seaports for the import and export of
goods and commodities. The third trunk road project
is to reconstruct and pave a 96-km stretch between
the towns of Leyou and Lastoursville in south-central
Gabon, an area of oil palm plantations and dense
forests. Once completed, the improved road should
enable trucks and other vehicles to make the trip in
two hours instead of the present three-four hours.
Anumber of Chinese companies, among them Chi-
na Communication Company and Cabec, have already
been awarded contracts for the three road works
prajects. In addition, in June 2010 the government
awarded a CFA58bn (€88.2m) contract to DTP Terrasse-
ment, a division of the French construction giant
Bouygties Group, to refurbish the route that links Libre-
ville to Yaoundé in Cameroon.
INLAND ROADS: The bulk of the projects in the cur-
rent phase of the PARR are located in the south-east
and south-west regions of Gabon, inland areas in need

of infrastructure and access to governmerit services,
Traffic density is lowest in these areas, which is explained
in part by the low population density but also by the
poer state of the roads. The scattered population of
these areas are served mainly by poorly maiptained
dirt roads outside of the two regional centres of
Franceville and Mouila. There is potential for econom-
ic growth in the regions, however, due to utexploited
forest and mineral resources. The first-phase funds are
also to pay for a series of weighing stations on the road-
ways in order toimprove the country’s monitoring and
enforcement of truck axle weights, as well as studies
of extending the multi-lane highway from Libreville,

In August 2010, the government said a new public-
private partnership project with the Indian company,
Ramky, would tar and pave a 1000-km stretch of the
national highway connecting Libreville and Franceville,

The PARR funds are also to be used to pay for engi-
neering studies for a second phase that will involve
improvements to National Road 1 and the expressway
from Librevilte, as well as studies regarding 231 km of
roadwork on the Mouila-Ndendé-Doussala route and
an extension from Ndendé to Tchibanoga.
INTEGRATION PLANS: Road improvements are also
crucial to the government's goal of developing a
stronger agricultural base, which it hopes to do by
encauraging more intensive farming and by financing
fisheries operations inthe interior of the country near
major rivers and their tributarjes, Agriculture wilf only
be viable on an industrial scale if produce can get to
domestic and national markets quickly and in a cost-
effective manner. The ecotourism sector, which has
huge economic potential, would also benefit from reli-
able transit links to Gabon'’s interior,

The road programme encompasses some ancillary
construction projects to better integrate the isolat-
ed population in the target region. Projects included
in the African Development Bank’s road-buitding pfan
are the construction or renovation of 54 schools, 28
dispensaries, warehouses for agricultural products

and 50 km of trails to give farms access to highways.
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Plans for success
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0BG talks to André Giacomoni, CEQ, Gabon Airlines

How do costs affect Libreville Airport’s success?
GIACOMONI: It is a sad truth that Libreville Airport
today features among the most expensive structures
on the African continent. This is primarily due to the
abundance of fees and taxes of various kinds.

Besides increasing government taxes, the high cost
of fuel and other fees from different elements of the
airport structure should be noted here. These costs
hrave an upward pressire on the price of tickets to and
from Libreville, which evidently makes the airport less
atiractive to airlines. It is therefore desirable that the
state, in line with its bold aims to turn Gabon into a
regional transit hub, makes every effort to keep the spi-
ralfing costs under control and safeguard the compet-
itiveness of the airport. Furthermeore, ifthe pressure of
taxes continues to increase, the swurvival of our com-
pany could be put into jeopardy.

Is there a need for a new airport in Libreville?
GIACOMONI: Although relatively modern, Libreville
Airport is faced with capacity constraints and can no
longer respond to the demands of operators in a sat-
isfactory ranner. Its shortcomings include the limited
space in the check-in area that prevents the handling
of more than one big carrier at the same time, cramped
passenger routes, limited space inthe waiting area, too
few passenger gates and the restriction of asingle run-
way. These factors have resulted in constant pressure
onthe service chain and an overall deterioration of the
quality of service to passengers. As such, Libreville
needs a new airport that underlines the country’s
growth ambitions. Our requests are that this should be
a spacious, state-of-the-art facility with a capacity that
alfows the handling of several carriers at the same time
and provides all necessary amenities,

What priorities exist for cooperation between the
regulator and operators toimprove aviation’s image?
GIACOMONI: The classification of Gabon on the EU
blacklist has certainly severely tarnished the image of

the country’s aviation sector, and it is a top priority
that we get off this list. It is imperative that both the
regulator and private operators manage to prove their
credibility on both the national and international fev-
el. This means that the rules and regulations must be
respected rigorously by both parties in the interest of
passenger safety, and it calls for close cooperation
between the regulator and aitfines.

What potential is offered by regional air traffic of
passengers and goods?
GIACOMONI: The Economic and Monetary Communi-
ty of Central Africa (CEMAC) area provides significant
potential that remains largely untapped as of today,
As a result of the underdeveloped state of the road
network, air travel is the only viable option for the
increasing travel needs. But the mobility of people and
goods is being reduced by administrative constraints,
such as the delayed introduction of the CEMAC pass-
port, draconian procedures to request visas, and high
costs and Customs fees for the transportation of goods.
Therefore, inorder for regionat flights to increase in fre-
quency we would first of all require several amend-
ments in the regulatory framework.

How can growth of air cargo traffic be encouraged?
GIACOMONI: Air cargo s a strategic growth area for
the Gabonese aviation sector. The absence of an agri-
cultural sector and the underdeveloped state of the
country’s industrial base to date has resulted in a heavy
reliance on imports, including air shipments, from
Europe and South Africa. Therefare, air cargois expect-
ed to increase further in the years to come. As plans
for the construction of a new airport are materialising,
including adequate facilities for storage and repackag-
ing, Gabon has an oppartunity to establish itself as a

" transtt hub for goods into the CEMAC region. Moreover,

Gabon's stated ambition to become an emerging nation,
particularly through development of agriculture and
industrial processing, is likely to generate air exports.
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o help bring facilities up to
modern standards, both
the government and the
private sectar are investing
in upgrades at the two
primary ports, Owendo and
Part-Gentil,
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New parts are planned to speed up the shipment of goods

By sea and river

Infrastructure improvement projects will revitalise the ports

More than 90% of total trade passes through the two
main ports at Owende, near Libreville, and at Port-
Gentil, where modernisation is under way aimed at
making Gabon more competitive with neighbouring
seaports. Government investment in port facilities
increased by 68% from 2009 to 2010, according to
Hervé Nguema Etoughe, the deputy director gener-
al of the Gabonese Shippers’ Council, and private
tnvestment is also at work at the Port of Owendo,
where an accelerated modernisation programme is
taking place to bring facilities up to modern stan-
dards. Most of the work taking place or planned at
the Part of Owendo is managed by Gabon Port Man-
agement (GPM), an affiliate of Singapore-based
Portek International Limited.

MODERNISATION: GPM recently announced that it
will accelerate its infrastructure modernisation proj-
ect for the Port of Owendo in 2010. Among other
improvements, the plans call for the extension of the
commercial quay to 755 metres from the present 455
metres and instaliation of two moveable gantry
cranes such as those already in operation at the
ports of Cameroon and Equatorial Guinea.

Philippe Géry, director general of GPM, told 0BG
that the CFA30bn (€45.6m) project would be com-
pletedin 2012, five years ahead of the original sched-
ute. Once completed, and combined with further
storage space and upgrades in lighting and securi-
ty, the modernisation should effectively double
capacity and cut unloading times in half at the port.

GPM holds a 25-year concession for the manage-
ment of the facility and harbour and the firm is
responsible for the development of infrastructure,
provision of port and maritime services, callection
of port fees and berth rental. .
ADDITIONAL UPGRADES: In addition, thg.;gf:ate har-
bour authority, the Office of Ports and Harbours
{Office des Ports et Rades du Gabon, OPRAG), which
shares management responsibility with GPM for the
ports of Qwendo and Port-Gentil, has developed its
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own modernisation plans for a CFAS.7bn (€14.7m)
programme. This project includes additional port
upgrades and improvements to be carried out over
the next five years to modernise access roads, dock-
side handling and storage facilities.

The authority also has several projects budgeted
for the next year, including renovation of the port
administrative offices at both faciiities and upgrades
to their cargo and vessel tracking systems.
IMPROVEMENTS AND EXPANSIONS: Other prior-
ity projects for OPRAG include construction of an
additional jetty, acquisition of state-of-the-art mobile
gantry or swing cranes for Port-Gentil, rehabilitation
of the roadways within the port compounds and
enlargement at both ports of the available stockpil-
ing areas for cargo generated by the anticipated
increase in shipping traffic. OPRAG also plans
improvements to the seawalls and dredging facili-
ties at the timber port of Owendo, where wood is
floated into the port or delivered by rail,

Further improvements to improve capacity and
handling times for Gabonese exports and imports
may also be on the horizon to maximise the poten-
tial of the newly opened dry port in Léconi, 98 km
from Franceville. The multimodal facility has a capac-
ity for storage and handling of up to 550 contain-
ers, and is envisioned as a regional nexus for both
import and export container traffic. A private sec-
tor consortium, Saciété des Terminaux de Conteneurs
du Gabon (STCG), which also manages the new con-
tainer terminal at the Port of Owendo, is the private-
sector aperator of the new facility. The port is not
expected to reach its full potential for boosting
regional trade until new road links are opened
between Franceviile and Brazzaville.

NEW PORTS |N THE PIPELINE; The government has
also announced plans for new ports to encourage
and speed up shipments of goods to and from the
interior, including a new port at Santa Clara and a
river port at Lambaréné. It has, in addition, revived
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a project dating back to the 1970s to develop a
deep-water port at Mayumba on the southern
Atlantic coast, Mayumba, which is located near the
border with Congo-Brazzaville, is one of the most iso-
lated spots in the country, butis also an area where
oil, iron, gold and other valuable resources are
belteved to be available for exploitation,

The 2009 drop in forestry and mining production

put these projects on hold, although provisional
engineering and feasibility studies have been com-
pleted for the Mayumba facility. Most recently, stud-
ies were financed by the African Development Bank
and the kslamic Development Bank.
ECONOMIC BENEFITS: As with many of the infra-
structure investments in Gabon, the feasibility of
the port projects depends on the development of
supplementary road and raif connections. At Mayum-
ba now, logs are rolled into rafts that are pulted by
tugboats to waiting ships at sea.

A 2007 study for the African Development Bank
stated that the economic benefits of a new deep-
water port would be substantial, but would require
the construction of a 109-km access road to the
port and a 300-metre bridge. The outlook for the
Mayurnba port got a significant boost in July 2010,
when President Ali Bongo Ondimba announced that
long-awaited work would begin on a road that links
Mayumba and Tchibanga and on a bridge from the
mainland to the Banio peninsula, across a fagoon.
This wark, he said, would lay the groundwork for
future investment in a deep-water port.

RIVER TRANSPORT: Another area of transport
that is getting attention is the inland river network.
As with the road and rail system, the development
of inland waterways transportin Gabon was original-
ly designed to bring raw materials, such as timber and
oil, to coastal ports for export. Less than 20%, or
around 600 km, of the country's total of 3300 km of
navigable rivers are used for reqular commercial or
passenger transportation. There is potential for
growth in both passenger traffic and commercial traffic.

Pour urie aviation civile siire
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The Compagnie de Navigation Intérieure et inter-
nationale, the government agency that manages
transportation on the inland waterways, alms to cap-
italise on that demand with a CFA5.3bn {€8.1m)
investment programme to repair cargo ships and
pracure at least one new 100-seat passenger boat.
REGIONAL TRANSIT CENTRE: With a number of
transport infrastructure projects planned and under
way Gabon has an opportunity to become a transit
centre for goods coming into the region.

“Gabon’s ambitious plan for infrastructure devel-
opment provides it with an opportunity to become
atransport corridor to countries in the region, such
as Congo," said Fabjanko Kokan, the deputy general
manager of logistics firm SDV Gabon. Bertrand Rose,
general manager at Groupement d’Entreprises de
Transports Maritimes et Aeriens and head of the
syndicate of forwarding agents, confirmed this view.
“Central African harmonisation efforts offer Gabon
the potential to play a regional transit role,” he said.
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New ports have been
announced by the
government. These include
a port at Santa Clara, a
river port at Lambaréné
and a deep-water port at
fayumba on the southern
Atlantic coast.
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Receiving £U clearance for
Gabonese carriers by the
end of 2010 s key to
encouraging competition.
The Introduction of a
CEMAC passport is also
expected to significantly
Increase demand,

A new international airport s to be built near the capital

Flight plans

e

Aviation is set to take off with more competition and connections

After a turbulent period, the restrueturing of the
civil aviation authority and growth in international
and regional travel is set to boost the air transport
segment in Gabon in the coming years. The country
has one of the area's most developed and extensive
airport systems, with 28 regional airports and thrae
international ones, While the main airport, Leon
Mba in Libreville, is relatively modern and stil has
spare capacity, plans are in motion to build a new
international airport near the ca pital equipped with
runways to handle more traffic in jumbo jets.
AIMING FOR EU CLEARANCE: The EU blacklist, which
blocks all or part of the fleets of 10 domestic carri-
ers from European landings, remains a stumbling
block. The National Civil Aviation Authority (Agence
Nationale de Aviation Civile) has set a goal of get-
ting EU clearance for Gabonese aitlines by the end
of 2010 to open up the sector to more competition.
Another development is the expected launch of
a new regional carrier, Alr CEMAC. Together with
the introduction of the CEMAC passport the move
is likely to drastically increase regional traffic,
President Ali Bongo Ondimba's expressed interest
in establishing a direct service between provincial
capitals within Gabon is prompting some investment
in the rehabilitation of smaller airports. The govern-
ment is aiso looking to the airline industry for sug-
gestions on ways to stimulate international tourism.
The country’s main hub is Leon Mba Internation-
al Airport in Libreville, which has been managed by
Aéroport de Libreville (ADL) since 1996, Passenger
trafficincreased by 2.2% overallin the first trimester
of 2010, with international traffic outside Central
Africa up nearly 5%, according to ADL. Leon Mba
now serves 11 international airfines that fly to des-
tinations in Europe and Africa. Nine domestic carri-
ersalso use the airport and another two have applied
for licences, The dominant European carrier out of
Leon Mba airport is Air France. The airline’s Paris-
Libreville link is one of the most profitable of its

viww.oxfordbusinessgroup.com/country/Gabon

worldwide network of routes, Air France has long
effectively monopolised the Gabon-Europe business
travel market, particularly in first- and business-
class. The lower-cost Gabon Airtines, successer to
the now-defunct national carrier Air Gabon, also
offers direct flights to France. Now Lufthansa is posi-
tioning itself as a competitor in that market. it began
flights out of Leon Mba airportin 2609, with a route
from Frankfurt to Libreville, including a stopover in
Accra. Starting in November 2010, the German car-
rier will bid to gain market share by starting direct
flights between Frankfurt and Libreville. The new
route, which will continue from Libreville to Pointe
Noire, will save passengers two hours of travel time.
CATERING FOR BUSINESS: Business travellers con-
stitute the largest segment of customers for all three
airlines, so the government’s efforts to attract for-
eign investors and contractors for a raft of new proj-
ects should boost international traffic. For instance,
Alr France is already reportedly seeking permission
to start a direct service between the oil industry
centre of Port-Gentil and Paris.

Gabon Airlines is planning to add a domestic route
between Libreville and Franceville and to start oper-
ating additional African routes. The airfine began
offering a service onthe competitive Libreville-Port-
Gentil connection in March 2010, with an eye to
also picking up business from the profitable oil sec-
tor. To help meet demand it brought in a 265-seat
Airbus 340 in the summer of 2010 to handle a surge
in passenger traffic between Gabon and Europe.

Gabon Airlines recorded an 8% increase in passen-
ger numbers in the first three months of 2010, after
reducing ticket prices and reconfiguring planes to
accommodate a higher propertion of economy-class
seats, It currently operates international flights to
Paris, Marseille, johannesburg and Pointe Noire, in
the Repubfic of the Congo-Brazzaville. “We saw
animmediate impact on business” said JeanFrancois
Devaux, the company’s deputy managing director.
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DEVELOPING TOURISM: The government is also
sounding out international carriers abaut ways to pro-
mote tourism, an effort that should highlight indus-
try concerns about the cost of operating flights to
the region. The Ministry of Economy, in a tetter sent
to carriers in the summer of 2010, acknowledged
that airport costs constitute "a major handicap for
tourism development,” and the government is seek-
ing suggestions from the industry on how to increase
the tourism market in air travel.

The charges that Gabonese authorities control
are among the lowest in the region. Fees for land-
ing, parking and jetty use at Lagos, for example, are
ahout three times higher than the charges for the
same services for long-haul carriers using Lean Mba
airport - €£2482 compared to €762 for a late-evening
flight to Europe, according to Lufthansa.

However, a recurring complaint from internation-

al carriers concerns the taxes levied by the Agency
for Aerial Navigation Safety in Africa and Madagas-
car, the regional air traffic control bady that includes
16 member states in Western Africa. These charges,
based on aircraft weight and distance flown for each
flight, penalise long-haul carriers, which have heav-
jer planes and intercontinental routes.
HIGH OPERATING COSTS: Domestic carriers have
raised concerns that the overall operating costs con-
stitute a significant hindrance to the growth of small
airlines, and to their ability to offer competitive
prices to potential passengers. The government
needs to provide airport tax refief or assistance for
domestic carriers to unleash real growth and finan-
cial stability. The combined charges make up 40-
50% of the passenger ticket price.

However, airfares for business- and first-class tick-
ets to Europe are likely to remain relatively high for
the foreseeable future, because the other carriers
use the Air France prices as their benchmark.
Passenger ticket prices are approximately 20% high-
er on flights to Europe from Libreville, in compari-
son with prices for other flights of similar duration.

TRANSPORT ANALYSIS

The business travel segment is key far airlines serving Gabon

As civil aviation authorities work to iron out the
blacklist problem, the interim period is proving dif-
ficult for domestic carriers. Air Service, one of
the airlines on the list, suspended its remaining
domestic and regional flights in 2010, remeving an
important carrier from an already underserved mar-
ket. The airline, owned by Gabonese and foreign
investors, had been experiencing delays in obtain-
ing spare parts for its fleet, One of its domestic com-
petitors, meanwhile, is making moves to step into
routes once covered by Air Service. With state sup-
port, La Nationale, a small private carrier, reopened
connections in 2010 between Libreville and the
regional capital of Makokou, a route operated by Air
Service until 2009. More connections are to follow
inlight of presidential ambitions to connect the cap-
ital with each of the provincial capitals. In the sum-
mer of 2010 the government said it would spend
CFA3.3bn (£5m) to renovate Makokou airport as part
of an economic development drive in eastern Gabor.
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International airlines are
concerned about the taxes
charged by the Agency for
Aerial Navigation Safety in
Africa and Madagascar. The
charges are based on
airceaft weight and distance
flown, a system which
penalises fong-haul carriers.
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Construction & Real Estate

Substantial spending on infrastructure planned for 2010
Non-oil industries likely to stimulate the sector
Preparations taking place for the African Cup of Nations
Prices continue to rise on the edge of cities
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Growth seems set to continue with government-led profects

Increased public spending on infrastructure will keep firms busy

The steady growth of Gabon’s construction industry in
recent years seems set to continue following the
announcement of a wide range of government-led
investment projects, while rising demand for locally
produced materials such as cement reflects the upward
momentum. The 2010 government budget allocated
same 60.6% of public spending to infrastructure, a
threefold increase over the previous year. Concerns
have been raised as to the source of these funds, but
if expenditure proceeds as planned, the construction
sector is set to benefit significantly.

Plans for the African Cup of Nations (Coupe d'Afrique
des Nations, CAN) football tournament, which Gabon
will co-host with Equatorial Guinea in 2012, aiso have
substantial implications for the industry. Accounted
forin the state’s investment budget, the infrastructure
fmprovements and additions that will be needed have
significantly increased construction activity, In tandem
with Gabon's 50th anniversary celebrations, President
AliBongo Ondimba has announced that infrastructure
s set to get a large hoost from €3.3bn in deals aimed
to strengthen the non-oif side of the economy.
S5TRONG FUNDAMENTALS: Growth inthe sector rose
toan average annualrate of 5.6% over the period 2003-
06 after a lull of some years. Similarly solid rates were
posted subsequently: in 2007, for example, the sale of
manufactured goods in the sector grew 6.6% to
CFA141.5bn (€215m), white activities in civil engineer-
ing and construction grew by 8 8%, achieving a turnover
of CFA112bn (€170m) over the same period. Accerd-
ing forecent estimates, constriction accounts for 17%
of industrial activity, which in turn represents some
60% of GDP. Growth in the sector has In recent years
been largely driven by major public sector projects,
especially road-building, a trend that looks set to con-
tinue in light of the 2010 budgetary cornmitments. In
2008 it was estimated that government spending
accounted for 75% of total construction industry
turnover. The sectar also serves leading oil and mining
companies, as well as a range of other service providers

including telecoms, energy, water and transportation
firms. Infrastructure work is estimated to represent
70% of activity, against 30% for building works.

Major international construction firms dominate the
sector, operating alongside several domestic outfits. The
latter often deal with private activities, unable to com-
pete with the international groups when it comes to
the public tendering process. The largest internation-
alfirms include Spain’s Acciona Infraesteucturas, France'’s
Bouygues (present in Gabon as Colas), Vinci and Ortee,
with domestic leaders including Entraco, Faco Con-
struction, SOCOFI, SOCOBA and Groupe Kabi's Kabi BTR
GOVERNMENT GOALS: The government’s substantial
planned spending on infrastructure in 2010 ~ largely
to help diversify the economy by developing sectors
outside of hydrocarbons — is set to significantly bene-
fit the construction industry. With CFA544bn (€827m)
earmarked for infrastructure projects, including trans-
port networks and ports, facilities for CAN 2012 and
industrial complexes, a number of contracts may be up
for grabs. In order to better manage government-
awarded construction contracts, President Ali Bongo
Ondimba signed anaccord in May 2010 tocreate aone-
stop shop for the authorisation of projects. Not only
will this help reduce corruption by improving trans-
parency, but it alse should speed up the release of
funds, as all government departments invalved will sign
the necessary authorisation documents on a single
day. By the end of May, over CFAZbn (€3m) had already
bean allocated to infrastructure construction within
Libreville using this vehicle. In addition, the govern-
menthassetup a Public Works Agency, whichwill work
with the Ministry of Infrastructure and Development
to help manage, among other things, public works
involved with events such as CAN 2012 and the 50th
anniversary celebration of Gabon's independence,

* INFRASTRUCTURE: Many infrastructure projects are

either under way or soon to be commenced, represent-
ing both public and private sector investment. In Novern-
ber 2008 Beifing-based SinoHydro Corporation began
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A total of €827m has been
assigned for infrastructure
projects incfuding ports,
transport networks,
facilities for the African
Cup of Nations and
industrial centres,

During the 2003-06 period
the sector expanded at an
average annual growth rate
of 5.6%. According to
recent estimates,
construction accounts for
17% ef industrial activity,
which ins turn represents
around 60% of GDP.
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Expanding port capacity
has been a key focus of the
qavernment. A new
container terminal was
opened at Owendo Portin
2009, and a deep-water
port in Mayumba and a
river port in Lambaréné
have also been announced.
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work on a large-scale 160-MW-capacity hydroetectric
dam, the Grand Poubara, in Haut-Ogooué province,
680 km south-east of Libreville. The €291m projectis
scheduled to be completed over 54 months and will
employ 400 workers. Set to be the largest hydroelec-
tric facility in Gabon, the initial phase will provide aver-
age annual production of 955m KWh. A second dam
was planned for Kengou Falls an the Ivinde River, with
the €550m cost to be met by loans from China Exim
Bank, The project has been temporarily delayed follow-
ing criticism from ervironmentalists that the dam risks
causing ecological damage to Invido National Park.
Kongou Falls is considered one of the region’s most sce-
nic waterfalls, and could potentially be a large draw for
ecotourism. However, work has already started ona 42-
km paved road leading up to the dam site.

The Grand Poubara will service Haut-Ogooué’s many
mining enterprises, notably the project at Belinga,
the site of one of the fast major untapped iron ore
reserves in the world. Linked to the Belinga project is
a proposed deep-water port at Santa Clara, nerth of
Libreville, for the export of resources ~ notablyiron ore
extracts to serve China's burgeoning constructionindus-
try. The initial Belinga deal signed in 2006 gave the
state-owned cansortium China National Machinery
and Equipment Import and Export Corporation sole
rights to export the iron ore. Some €2.2bn of total
investmentwas envisaged, including a new railway line
to be built through tropical farest, linking Belinga to
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the coast. While there remains strong state commit-
ment to the project and related logistics, the govern-
ment has Indicated that it would review the terms of
the 2006 deal, potentially resulting in delays.

Expanding port capacity has been a key priorjty for
the government and firms operating in Gabon. In
November 2009 a new container terminal with an
annual capacity of 2790 twenty-foot equivalent units
was opened at Owendo port. fn addition to Santa Clara,
plans for a deep-water port in Mayumba and a river
port in Lambaréné have been announced.

The government has also announced plans to build
a second airport near Librevilie, The first site chosen
atMalibé has been rejected in favour of alocation near
Andeme, 80 ki south of the capital. Bouygues had
been in discussions with the government regarding
construction at the first site.

Other Infrastructure projects will increase Gabon's
iydropower infrastructure. In May 2010, Compagnie de
Développement des Energies Renouvelables received
a 30-year concession for building and operating the
36-MW FE 2 dam on the Okano River and the 42-MW
Impératrice dam on the Ngounié River. At CFA124bin
{€188.5m), the dams will be finished within 30 months,
ROAD BUILDING: High road-buflding costs are report-
ed by firms operating in Gabon. Of the 9170-km road
network recorded in 2005, oniy 939 km was covered
with tarmac, Costs are driven up by factors ranging
from the mountainous and densely forested landscape
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to the level of rainfall. However, building roads is a pri-
ority for the government and firms report that state
finance is generaliy released on time for these projects.

Many roads in the capital have been renovated as
part of August 2010's independence celebrations,
marking 50 years since the end of the French colonial
period. Colas won the tender to carry out the work, with
key projects including the city’s ring road and the main
strip on the seafront, the Boulevard de la Mer. Mean-
while, German firm Gauff Engineering is working onthe
rehabilitation and upgrade of 85 km of road stretch-
ing between Ntoum and Cocobeach. InMarch 2009 the
government launched development projects on roads
between provincial towns Fougamou and Mouila,
Ndende and Lebamba, and Leyou and Lastourville. The
African Development Bank (AfDB), which is financing
90% of the project, hopes it will halve the travel time
hetween these towns. In July 2010, President Bongo
Ondimba launched a nearly CFA170bn (€258.4m) proj-
ect which includes a bridge on Banio for railway pas-
sage, a road connecting Mayumba and Tchibanga, and
renovation of the Mayumba airport. “Studies are fin-
ished on a road linking the south-east to Mayumba. We
are now [onoking for financing so that works can start
as soon as possible;” the public works minister, Flavien
Nzengui Nzoundou, told OBG. He spoke of a need to
connect the potentially rich yet underexploited south
to the north-east, which is the centre of mining oper-
ations for Gabon. In addition, Acciona Infraestructuras
won tenders ta construct road bridges in Haut-Ogooué,
Ogooué-Lolo, Ngounié and Nyanga, the completion of
which is set to connect these rural areas to the coun-
try's secondary road network.
INDUSTRIAL AND COMMERCIAL: Industrial activityis
dominated by the oil sector, with mining and oil togeth-
er accounting for 60.7% of GDR, according to African
Economic Outlook. While the major oif companies are
important clients for the construction sector, their
short-term tender award process often preciudes larg-
er firms, which need more time to prepare cost esti-
mates, However, large construction companies dowork
with the oil firms - for example, Colas provides Shell
with over 400 on-site employees to assist with civil
engineering and infrastructure, a contract that repre-
sents 30-50% of Colas's turnover, and is valid untit 2014.

Thesigning of several contracts for the construction
of major new industrial complexes confirm that non-
oil industries, such as mining and logging, continue to
develop and could further stimulate the construction
industry. In addition to the ongeing development of the
Belinga project, Comilog Gabon, asubsidiary of France’s
ERAMET and one of the world’s largest producers of
manganese, signed an agreement with the govern-
ment in January 2010 to build a metallurgical plant in
Moanda, 650 km south-east of the capital,

The CFA135bn (£205m} complex will be built on 50
ha and employ 1000 workers during the construction

phase. It will consist of two factories processing man- -

ganese and silicon-manganese respectively, andis due
for completion in 2012, Local firm Mika Services won
the contract to complete the four-month terracing
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project to prepare the site, while additional contracts
will be awarded for buildings to house the workforce,
In May 2010 President Bongo Ondimba backed a
major commercial construction profect that has been
on the table for some years. The Front de Mer marina,
which is designed by a group of South Africa-based
developers, should bring substantial new commercial
and residential space to the capital. Plans for the Port
Mole site - a second marina at Sablidre has also been
mooted — include a commercial centre of 28,000 sq
metres, a hotel, an exhibition centre, administrative
space and a 15,000-sg-metre office complex.
MATERIALS: While many materials are imported, a
reasonable range of products Is available locally. Cement,
gravel and diesel can be sourced domestically, although
they are also imported. CiMGabon is a key supplier of
cement to the construction industry. Majority-owned
by Germany’s Heidelberg, with the state retaining a
30% share, the combined production eapacity of CIM-
Gabor's Franceville and Owendo plants is 460,000
tonnes per annum (tpa). Local demand has been increas-
ing, from 220,000 tpa in 2001 to 410,000 in 2009, and
is forecast to rise to 440,000 tpa in 2010. (MGabon
produced 250,000 tonnes of cementin 2009, less than
60°% of the market. The company has been producing
beneath its capacity, despite the demand, as Chinese
imports — estimated to meet 40% of demand - are
cheaper. Chinese cementis priced lower than that pro-
duced locally due to global downward pressure in
demand and Jimited pricing controls in Gabon. Cement
consumption is concentrated in Libreville, accounting
for 70% of usage, while Franceville accounts for 10%
and Port-Gentil 5%. The public works sector is estimat-
ed to account for 30-35%. The end-user price is
CFA103,000 (€£157) per tonne, and was relatively sta-
ble between 2006 and 2009, falling by only CFA10,000
(€15) per tonne per year. CIMGabon has drawn up an
€55m investment plan that would see a new crushing
plant built in Ntoum and the expansion of its Ntoum
quarry, the rehabilitation of the Owendo unit and the

THEREPORT Gabon 2010

Existing roads are being rehabilitated and upgraded while new roads are also being built
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Although many materials
are imported, products
such as cement, gravel and
diesel are available
domestically, Some 70% of
cement consumption takes
place in Libreville with
Franceville and Port-Gentil
accounting for 10% and
5%, respectively.

Mumerous contracts have
been signed for new
industrial complexes and
non-oil industeies such as
mining and fogging could
further boost the
construction industry.
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I the past few years growth has been mainly driven by major public sector projects

International loans and
development banks are
also funding construction
activity. For example, the
African Devefopment Bank
is helping to finance road-
building projects with a
foan worth €251m,

construction of new guarries in Meba and Nkoltang, If
the state agrees to the proposal works could start
before the end of 2010. The added capacity could open
the door for exports to begin,

A number of companies - including Colas, SOCOBA,

SOBEA, Entraco and SOCO BTP - produce gravel focal-
ly. Colas has a gravel quarry near Kingele, from which
500m tonnes of aggreqate are delivered each year, of
which half is retained for Colas's use and the remain-
der sold. The General Directorate of Consumption and
Competition controls gravel prices.
STATE FINANCE: While state payments are ultimately
made inmost cases, many firms have adapted their oper-
ational practices to factor-in expected delays, A num-
ber of companies now only work as far as they have
been paid, to avoid any build-up of deb. This is a strat-
egy that has been deployed since payment conditions
began deteriorating from 2005 onwards, a trend that
firms say is largely linked to the rise and fall in oil rev-
enues. Nevertheless, a fewmonthsinta the placement
of the 2010 investment budget, the year seemed to
have started on a more positive note than before.

"Despite the increased delays and ongoing negoti-
ations surrounding the placement of the 2008 and
2009 national budgets, the management of the 2010
budget has visibly improved,” Eduardo Cejuela Antero,
the general manager of Acciona infraestructuras in
Gabon, told OBG. "Substantial measures are being
implemented to ensure a gradual, consistent payment
of ongoing works,” he continued.

The government signed a deal in May 2010 with a
consortium of Gabonese banks for aloan of more than
CFA175bn (€266m) to helpsettle domestic government
debt. Many of the beneficiaries will be construction com-
panies, especially those working on projects for the CAN.
While actors across the sector see the loan as a posi-
tive gesture, they note that total debt is estfmated at
CFA370bn (€562m), and that construction firms will
need to see a track record of regular payments from
the gavernment before they canreqain confidence. “The

vnawoxferdbusinessgroup.comfcountry/Gaben

payment delays are extremely chaflenging,”said Cejuela
Antero, “There are seasonal issues, for example, Gabon's
climate requires that most of the work is done in the
dry season and state payments should occur accord-
ingly." Liquidity pressures are even higher in thelwake
of the financial crisis, which obliges players towork with
positive cash flows,

As aresult of the state’s payment history, which slows
and often stops many constrection projects, the home
governments of international firms operating in Gabon
often act as guarantors. “At the government-to-gov-
ernment level, a certain amount of risk can be assumed?
Cejuela Antero told OBG. "For Acciona, the Spanish
government is willing to quarantee certain projects.”

internationalloans and finance are also hefping fund
activity. The state-owned Export-Impart Bank of Chi-
na is part of the consortium behind the Betinga proj-
ect and the related dams and transport infrastructure,
and, provided the 2006 deal holds, will whally finance
the construction work. Development banks are also
playing a role. For example, the AfDB is helping to
finance the provincial road-building projects launched
in March 2009, with a loan of CFA165bn (€251m)
agreed in October 2007. It is the largest project of its
kind that the AfDB has financed.

While local banks could extend financing to the
industry, reluctance to do sois widespread. Few are will-
ing to take on the risk associated with such loans, and
those that do tend to prefer working on small projects.
Eric Raynard-Ndama, the director of strategy and devel-
opment at leading Gabonese bank BICIG, told QBG,:
“Some projects look to us for financing for equipment.
The rates can be higher than for other types of fund-
ing, and they tend to be short- to medium-term loans."

However, local banks are increasingly tuming their

attention to the possibility of providing financing for
the construction sector. “Banks must take their place
in the investment process that has been launched by
the government. As we relaunch our strategy in this
area, construction firms will be arong the primary
beneficiaries,” Redouane Bennis, the CEQ of Union
Gabonaise de Banque, a subsidiary of Moracco's Atti-
Jariwafa Bank since 2008, told OBG.
CHALLENGES: Firms sometimes have difficufties with
the sourcing of equipment, and there is limited avail-
ability of machines to hire. "We use our own machines,
shipping directly from Europe, but this can result in
delays ifwe need additional parts” said Cejuela Antero.
“There is very limited availability of spare parts here,
and what is available is very expensive.’

Another difficutty is the limited availability of quali-
fied engineers and technicians. While unskilled labour
is widely available, salaries are high compared to oth-
er countries and quality cannot be guaranteed, Firms
such as Colas, which are required by law to recruit 86%
of their workforce facally, train employees on the job
and send them to other Colas sites for further train-
ing. In most cases, Chinese construction companies
entering Gabon reportedly bring the majority of their
workers with them, a strategy that is ostensibly prohib-
ited but is sometimes accepted by the government.
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CHINA ARRIVES: Chinese companies are increasing-
lyactive in Gabon, with stand-out projects including the
recently completed senate in Libreville, the Friendship
Stadium being built for the CAN in Angondjé and the
Belinga iron ore project, with its associated dam and
transport links. At the groundbreaking of the Grand
Poubara damin late 2008 China's ambassador to Gabon,
Xue Jinwei, said Sino-Gabonese coaperation was inten-
sifying and diversifying. Somein the sector have called
into question the quality of Chinese workmanship, The
governor of Haut-Ogooué province visited the Grand
Poubara projectinlate 2009 to warn the SinoHydro man-
agement team to improve employees’ warking and liv-
ing conditions on the site, citing the risk of disruption
to the construction schedule.

When China won the bid to develop the Belinga proj-
ect, one criticism was that the complex — which for-
mer President Omar Bongo Ondimba had promised
would create thousands of jobs — would provide little
employment for Gabonese. The Ministry of Mines esti-
mates that construction of the mine would generate
up to 26,850 jobs, while its operation would create
3000 jobs directly and another 16.0600 indirectly.

in addition to Chinese engagement, other national
or regional groups are being drawn to Gabon's build-
ing market, a sign of the increasingly attractive invest-
ment conditions. Noureddine Hachiba, the CEO of
Tunistan construction group SCROUBAT, announced in
May 2010 that the firm is confident that operating
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conditions in Gabon are satisfactory. Lebanese investors
are also locking into expanding their involvement.,
INFRASTRUCTURE ACCORDS: At the nation's 50th
anniversary celebration in August, President Bongo
Ondimba announcedthat €3.3bnin projects have been
signed in the infrastructure and agriculture sectors,
creating some 50,000 jobs, The plans include develop-
ing a spectal economic zone (SEZ} at Nkok oriented to
carry out timber processing with the aim of diversify-
ing Gabon's economic output beyond oil.

Road and sociat housing construction also feature
prominentlyinthe new spate of contracts. India’s Ramky
Infrastructure has been hired in a PPP to construct
1000 km of tarmac road on “La Nationale” as the high-
way finking between Libreville and Franceville is known.

Another indian company, M3M, is in charge of 5000-
unit low-income housing project in Libreville. Increas-
ing access to sochal housing is a large component of
Gabon Services, one of the three pillars of the nation-
al modernisatfon programme Emerging Gabon.
OUTLOOK: Gabon benefits from a dynamic construc-
tion sector, with a range of major internationat and
domestic players operating in the market. Several
obstacles remain, and the government’s payment terms
must become more reliable if trust is to be buiit up
among private sector players. However, the state’s bofd
plans to augment infrastructure, backed up with sub-
stantial funds from the public purse as dictated by the
2010 budget, signai a bright future for the industry.
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In addition to a numbar of
Chinese construckion
companies operating in
Gabon, other national or
regional groups are fooking
to start o'ﬁerations in

the country.
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Host countries of the
African Cup of Nations are
required by the
Confederation of African
Football to have a minimum
of 5000 rooms available
during the tournament. As
a result, leading hotels will
be renovated and there will
e a significant increase in
the number of rooms

in Libreville,

y 5, LN
Infrastructure works are in progress for the African Cup of Nations

Ready for kick-off

The race is on to prepare for the continent’s footballing showpiece

In 2006 Gabon wen the bidding process to co-hast the
28th African Cup of Nations (Coupe d'Afrique des
Nations, CAN} with Equatorial Guinea. Significant con-
struction targets have since been set, with existing
infrastructure judged not to be capabte of serving one
of the biggest football tournaments in the world. With
projects under way, the country looks to be ontrack to
play host, although concerns have been expressed as
to whether all facilities will be ready on time. "The pri-
vate sector companies working on the construction of
the stadiums, accommodation and transport infra-
structure assure us that everything will be complete
by the final deadline of December 2011, said Rene
Hilaire Adiaheno, the president of the organising com-
mittee liaising between the Confederation of African
Football (CAF) and Gabon's government,
STRUCTURE: Gabon and Equatorial Guinea will share
the 32 matches between them, with Equatorial Guinea
hosting the opening game and Gabon the final, It will
be the first instance of co-hostittg by neighbouring
countries in the competition’s history. Al investment
ahead of the tournament is being managed by the
pitoting committee of CAN, an internal steering com-
mittee led by the prime minister.

Gabon's matches will be heldin three stadiums - two
in Libreville and one in Franceville, in the east of the
country ~ while there will be four training stadiums.
Leading domestic construction firm Entraco has start-
ed work on renovating the existing Omar Bongo stadi-
urm in Libreville, white China's Shanghai Construction
is building a2 40,000-seat Chinese-Gabonese Friend-
ship Stadium tn Angondjé, a nerthern suburb of the cap-
ital, alongside a planned training stadium. In Francevilte,
SOCOBA, SOGEC and AMIGA are renovating and enfarg-
ing the existing 20,000-seat stadium, with foundation
work reportedly complete as of March 2010, Meanwhile,
domestic construction firm SOCOBA s efisuring that
training grounds in Bongoville, east of franceville, are
brought up to CAF standards. “l am confident that all
the stadiums and sporting facilities will be finished in
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time, but the issues of accommadation and transport
are more complex,” said Adiaheno.

According to CAF rufes, host countries must have at
teast 3000 rooms available during the tournament.
Gabonis expecting 1000 members of the media alone,
as welf as thousands more players, officials and spec-
tators. Players will be accommodated in special lodg-
ings. But cancemns persist regarding the readiness of
Libreville and Franceville to absorb all the extra visitors.

“We are working closely with the private sector to
improve both the quality and capacity of accommoda-
tion,” said Adiaheno. “We expect to see a large increase
inthe number of rooms in Librevilte, as well as the ren-
ovation of leading hotels in the capital, such as the Laice”
Contracts have been awarded for the development of
improved transport links. French road builder Colas,
for example, is building access roads to stadiums and
training fields, with contracts totalling CFA1%bn {(€29m).

But despite confidence at the domestic level, CAF
inspectors on their third official visit in March 2010
expressed concern about the slow pace of construc-
tion, particularly in the building of the Franceville sta-
dium. According to local reports, the cause of these
delays is economic - with the state’s failure to meet
payment deadlines causing stoppages in construction.
MAKING PROVISION: To address these concerns, the
government and contracted construction firms released
a public statement following the visit confirming that
works were onfarget and that the CAN stadiums would
bedelivered by October 2011, “White itis true that con-
struction of a number of training grounds and the
majority of hotels has not yet truly begun, budgetary
allowances have been made in the 2010 Finance Law
for all training facilities and hotels affected by delfivery
delays,’ said René Ndemezo'o Obfang, the minister of
culture, youth, sport and leisure.

Provided that the finance that has been putin place
for the infrastructure can be freed up successfully and
on time, Gabon's construction sector should continue
to benefit as the country prepares fo host CAN 2012,
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CONSTRUCTION INTERVIEW

Flavien Nzengui Nzoundou

0BG talks to Flavien Nzengui Nzoundou, Minister of Materials,

infrastructure and Land Planning

Given the need for improved land transport links,
what can be done to upgrade the roadnetwork?
NZENGUI NZOUNDOU; Cross-border roads that will
faciiitate regional integration are a priority, and work
on the arteries between Libreville and Yaoundé, and
Libreville and Brazzaville are already under way. Also,
a feasibility study is examining a way to link the man-
ganese-rich Haute Ogooué province to the north-east-
ern region of Ogooué lvindo, where the country’s
biggest iront ore reserves can be found. Connections
between Libreville and the other eight provinces are
also being sped up. One particular focus here is the
Libreville-Lalara link for which the tender process is
ongoing. Improving road connections between provin-
ciat capitals, such asthe recently started road between
Tchibanga and Mayumba, Is another objective, Some
other projects have been prioritised for the celebra-
tiops of Gabon's 50th year of independence and the
2012 African Cup of Nations. Such works include the
renovation of road and waterways in the capital and
the construction of sports infrastructure such as sta-
diums, training grounds and accommodation.

How can small and medium-sized enterprises
(SMEs) participate in more public works?
NZENGUI NZOUNDOU: Greater involvernent of local
companies will encourage knowledge transfer and min-
Imise capital outflows. For that reason, regulatory
amendments in favour of Gabonese companies are
currently being pushed through.

As part of this, there is a focus on transferring road
maintenance works to SMEs, Around CFA25bn (€38m)
is made available for road maintenance by private firms
ayear and itis our intention that this money go {o SMEs,
The programme’s initial phase is the education of local
companies in management and technicat skills.

Eventually, we aim to put in place financing mecha-
nisms so SMEs can invest in equipment, the absence
of which is the main reason for their current exclusion
from new projects. The conditians for applying for pub-

lic tenders are also being revised to facilitate SME can-
didates and encourage overall sector competition. In
addition to creatingincremental job opportunities, this
move is expected to reduce the high costs associated
with road construction.

What measures are being discussed to resolve state
payment issues te construction companies?
NZENGUI NZOUNDOU: The difficulties with payment
procedures have reached such alevel that the govern-
ment has made significant reforms in its procurement
activities on the public markets. in March 2010 the prime
minister put into operation a one-stop procedure for
processing agreements by private companies for pub-
lic works projects, With that the administrative obsta-
cles of the past have been largely overcome, What still
needs to be done is a follow up on individual dossters
until the final payment stage. Overall, things have cer-
tainly changed for the better since the start of the new
government, but we will need some more time to
increase the efficiency of the whaole activity chain,

How do you respond to criticism about the limit-
ed economic contribution from seme foreign firms?
NZENGUI NZOUNDOU: We have to keep in mind that
Gabon is a free market economy and private firms are
free to import from wherever theywant, as is the case
for Chinese cement for example. Through the extend-
ed payback periods on Chinese infrastructural loans,
Gabon has been able to take on more projects than it
if it would have limited itself to traditional and restric-
tive donars such as the EU. With Gabon's ambitious
infrastructure development plans for the coming three
to four years, and with a fimited population, the coun-
try would not be able to complete the works with
Gabonese labour alone. Our citizens need to catch up

* withitheir foreign peers intechnical know-how. The gov-

ernment is aware and is taking charge of this, Starting
in 2011, a number of youth training programmes will
complement the current vocational training nationwide.
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David Morin

Steps in the right direction

OBG talks to David Morin, General Manager, Colas Gabon; Jacques
Alquier, CEO, Entraco; and Eduardo Cejuela Antero, General Manager,

Acciona Gabon

What can be done to increase the participation of
local small and medium-sized enterprises (SMEs)
ininfrastructure construction?

ALQUIER: SMEs are increasingly integrated in the exe-
cution of works, but the areas in which they can oper-
ate are restrained. As a result of their limited financial
capacities, their equipment generally does not allow
for more than the basic tasks. Therefare, rather than
subcontracting, SMEs are primarily engaged as serv-
ice providers. In the past, regulatory amendments
favouring more SME involverent have sometimes led
to opportunistic companies disappearing before com-
pleting the required works, This has made the govern-
ment refuctant to provide additional advantagesto the
SME sector. There may be a higher number of serious
companies today, but we still have a long way to go. If
SMEs wish to be mare involved they will first have to
show that they are equipped, certified and capable of
taking charge of their obligations.

MORIN: There continues to be a significant skills gap
between hig companies and local SMEs, For example,
we find that SMEs frequently struggle with cost calcu-
fations which are too often based on daily planning
rather than on the entire duration of the project, lead-
ing to inefficiency and mismanagement of funds, We
are working with the EU on the implementation of
training programmes to educate the SME sector on a
large number of management skills related to subcon-
tracting. The private sector plays aleading rale inincreas-
ing the stake of local SMEsin the sector by making them
responsible for the quality of completed works and its
financial management.

Dorecentinitiatives to settle Gabor's interior debt
provide ample confidence in domestic financing?
CEJUELA ANTERO: Unfortunately, the domestic.financ-
ingthat has been made available for the Giborese state
has not benefitted the settling of outstanding debts.
Of what we can see today, the kick-off of new projects
has been prioritized over the payment of ongoing proj-
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ects. Up until today the development of our pertfolio
has bean fully dependent on external financing, which
significantly hampers growth opportunities. Relying
on national financing requires a high level of own fund-
ing, which, in today’s global economic conjuncture, is
not always bearable. Moreover, it requires a different
work philosophy, and we have to adjust ourselves to
this in order to win local tenders.

MORIN: Gabon has seen waves of consistent payment
terms followed by periods with lesser performance. At
the moment the market is going through the latter. The
government is known to eventually always pay its bills.
However, it often does so with a significant delay which
sometimes forces contractors to stop ongoing projects
until pending payments have been made. Recent ini-
tiatives to finance outstanding debt are a step in the
right direction, but more needs to be done, Also, the
state has to build atrack record of consistent payments
to win back the confidence of the private sector,

What are the primary obstacles to effective pub-
lic-private partnerships (PPPs) in Gabon?

MORIN: PPPs consist of long-term pre-financed con-
tractswith regular payback required from the Gabonese
government. With the state’s ongoing payment incon-
sistencies, the biggest obstacle would be related to
respecting the financial obligations. A similar problem
affects the maintenance of infrastructure. Preparation
and construction of new roads requires such a signif-
icant fevel of financing that mainterance costs are
often overseen. Also, Gabon, similar to other countries
i the region, spends more attention on extending the
road network rather than maintaining the existing infra-
structure. By the time problems arise, the budgets are
often not available or allocated too late. Maintenance
then turnsinto reparation or renovation, whichis more
expensive and time-consuming. The size of the nation-
al fund thatis allocated to road maintenance is dispro-
portionate to the growth of the road network. There
is a big gap between the funds that are avaifable and




Jacques Alquier

those that are really needed as can be observed by the
state of many roads. One proposition to generate more
money for maintenance purposes would be to intro-
duce toll roads, With the exception of some countries,
Africa has not shown many successful examples of this
concept, and more state guarantees would be needed
to get the private sector on board.

ALQUIER: A long-term maintenance contract between
the government and the private sectoris much-need-
ed in Gabon, and this is something that we have heen
calling for. Maintenance is a continuous task, and we
have to act timely and efficiently to keep these tasks
to aminimum cost. Furthermore, we shauld distinguish
clearly between tasks that can be done by the private
sector and those that are the responsibility of the state.
With a clear definition of required services, multi-annu-
al contracts can be awarded. The increased share of
infrastructure development in the public investment
budget in 2010 provides reason to assume a higher
awareness of the need for maintenance contracts, but
it remains to be seen how the funds are allocated,

Given Gabon’s ambitious plans for road infrastruc-
ture development, to what extent should the pro-
duction of locally avaitable aggregates expand?

MORIN: An increase in the capacity of gravel produc-
tion is under way. Gabenese gravel quarries are con-
trolled by a number of contractars, which produce
mainly for themselves while the overcapacity is sold to
others. As such, contractors are expected to invest in
a higher production if and when the need arises. Cement
is bought from CIMGABON, an independent Gabonese
producer. We are experfencing rapid and sufficlent
delivery, and my expectations are that this will not
change. We are also observing an increasing quantity
of Chinese imports. These are likely to raise competi-
tion for CIMGABON. The extent to which the latter's
production capacity increases will depend on the future
development of imports. At this point in time there
is little visibility as to what the country’s ambitions are.

CONSTRUCTION ROUND TABLE

Eduardo ée:juela Antero

CEJUELA ANTERO: The number of gravel quarries is
timited but more are being openedin areas where road
projects are started. As such, an increasing number of
regions and cities benefit from quarries at close dis-
tance. The challenge now lies in finding a formula to
continue to operate these sites after contractors have
completed their tasks. One way to do this is through a
concession scheme. Due to the small size of Gabon's
population, domestic sates are limited, and we have to
find ways to guarantee the survival of the quarries, As
for cement, considering the increasing level of imports,
the priority should be the supervision and certification
of available products. Rather than investing in new
production units [ would suggest allowing exchanges
with neighbouring countries, such as Cameroon,

What has been the impact of the entrance of Chi-
nase companies on the level of competition in the
public works sector?

ALQUIER: in my view, the level of competition has
remained largely the same. Various large projects have
been awarded to Chinese campanies, but these have
never passed through a public tender procedure. The
resources used for the completion of these projects
come primarily from China, which allows these com-
panies to operate at significant lower cost. However,
in public tenders for which conditions of recruitment,
materials and financing are equal, traditional players
are often more competitive.

The extent to which Chinese companies will increase
their share in the Gabonese public works sector depends
fully on the country's attitude towards politically-driv-
en projects. At this point in time there is no reasen to
worry for the traditional players in the market.
CEJUELA ANTERQ: The rules have to be the same for
all players. Besides recruitment obligations, we notice
that CHinese companies often operate under a differ-
ent policy encouraged by bilateral agreements, allow-
ing them to offer more cost-competitive bids. Time
wilttellwhether their lower cost results in quality work.
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A number of major
development projects are
in the pipeline, including
sites for middle-income
buyers and social housing.
Avast marina project is
also being planned for Port
Mole, Libreville.

REAL ESTATE OVERVIEW

Prices continue o climb rapidiy, especially on the edges of big cities

Home comforts

e

Ongoing urbanisation is helping keep demand high and growth

prospects strong

Despite the rapid growth of its urban population, Gabon's
real estate market remains underdeveloped, High-end
sales and expatriate rentals have been the key drivers
and can be expected to fuel further growth, while the
demandfor social housing and homes at the lower end
of the market s set to open up another promising area
of activity. “The sector has been underdeveloped so far,
butwe arejust seeing it emerge. The state has animpor-
tant role to play in encouraging this," said jean-Charles
Audisio, the financial director of Groupe Kabi, the par-
ent company of property firm Kabi Group.

Prices have risen steadily since the 1970s, after spik-
ing as oi companies began to buy up land and residen-
tial units. They are continuing to increase rapidly at the
edges of big cities like the capital, Librevitle, largely due
tothe rapid expansion of conurbations. Demand s sea-
sonal, peaking in the summer months as fareigners or
Gabonese expatriates come to the country for extend-
ed visits. Properties are generally sold on infrequently,
and real estate firms are increasingly noting an inter-
est from internationals in purchasing property in Gabon.

“2009 was agoodyear; focelyne Chandezon, a direc-
tor at local real estate firm Agences No. 1, told OBG,
“We saw a brief slump in safes but the rental market
remained strong. We are also seeing an expansion in
our portfelio of property management activities, with
French and South African citizens in particular demon-
strating an interest in investing in Gabon.

EXISTING ACTIVITIES: A number of established real
estate agencies operate in the sector alongside Agences
No. 1, including Aloy Invest, AIL, Alliance, Kabi Promo-
tion, IMP Conseil, AICl and the Bureau International de
Conseil et de Promotion {BICP). Agences No. 1 was cre-
ated in 1992 and is a member of France's ORPI net-
work, linkingitto 1250 affiliated agencies. The firm deals
with sale and rental properties, as well as property
management. Kabl Promotion — a subsidiary of the
established construction, transportation and gaming
concern, Groupe Kabi — has been operational since
2006 and is focused on the sale of new-build houses,
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in partnership with Kabi BTP. It has typically targeted
high-income customers, relying on a small client base,
Created in 1984, BICP offers property advisory servic-
es, develops and then sells on or rents properties, and
is building sociat housing units for rental and resale. BGFI
immo - a subsidiary of BGFIBank — focuses on proper-
ty services, from the perspective of both financing and
rmanaging works and renovation projects.

Severat significant development projects are in the
pipetine. In Libreville, BICP is looking to construct a
number of social housing units on a four-ha site in
Angandjé, just north of Libreville, in addition to its ren-
ovation activities, Kabi Promotion is also planning the
construction of a number of units aimed at middle-
income buyers on two sites in Owendo, a suburb in the
south-west of Libreville, Saciété Nationale immobiifere
(SNI), the real estate development arm of the Ministry
of Housing (MoH), has identified three sites for devel-
opment of social housing on the outskirts of Libreville,
where much of the expansion is set to take place over
the coming decade. “Given their size, the European
concept of subsidised apartments does not satisfy
Gabonese citizens,” Juste-Valére Okologo W'Okambat,
the managing director of SNI, told 0BG, “Moreover,
Gabon offers ample space for urban expansion”

In the first half of 2010 President Ali Bongo Ondim-
ba backed the commencement of a huge marina proj-
ectinPortMole, Libreville, which has been on the table
for over a decade, Designed by a group of South Africa-
based developers, the Front de Mer aims to develop a
range of commercial and residential property, includ-
ing a 15,000-sq-metre office complex.

“The market is on the rise and is becoming very
dynamic,’ Riad Bahsoun, the managing director of Libre-
ville-based real estate agency Aloy invest, told OBG. “We
are seeing an emerging middle class and an increase
inthe number of young professionals. Theyare all going
to need somewhere to live”

FINANCING: In the centre of the capital, a good-qual-
ity, medium-sized apartment will fetch between




CFA500,000 (€£760) and CFA850,000 (€1230) per
month. Large family houses in Libreville with four-five
bedrooms are priced at between CFA180m (€274,000)
and CFA250m (€380,000).

“There is definitely growing demand to purchase
properties rather than continue renting;’ Patricia Marion,
the assistant managing director of BGFI Immo, toid
0BG, “With GDP growing and a more equal distribu-
tion of wealth, more people are buying, although this
is not yet being reflected through an increase in the
number of loans being taken out’”

The financial products that are becoming available
will enable more buyers to take out home loans. While
existing credit vehicles do not distinguish between
home and car loans, banks are putting property loans
on the market to service demand, with a number like-
ly to be available before end-2010. Pan-African leasing
specialist Alios Finance, which has a strong presence
in Gabon, is also set to launch property loan products.
CHALLENGES: Some challenges must be overcome if
the real estate market is to be invigorated. The lack of
comprehensive urban planning often results in prob-
lems relating to electricity and water supply when the
government does not work in cooperation with build-
ing contractors. Bureaucratic hurdles are in addition a
problem, resuiting in the delay or cancellation of many
projects. “There is no urban planning in Libreville;
Philippe Chandezon, the managing director of BICR
told OBG. “We need a building code that reflects the
realities of the current situation and gives - for exam-
ple ~ fiscal advantages to developers,’

The sector's legal framework is derived from a build-

ing code that has remained unchanged since 1994. This
can contribute to the difficult operating conditions.
Administrative delays and confusion surreunding land
registration can delay private development. Staffing
issues also hold back some of the agencies. “We have
to train staff ourselves as the education system does
not meet demandin terms of the skills we need,” Chan-
dezon of Agences No. 1 told OBG. The low salaries
offered at management level also discourage foreign
staff from relocating to Gabon.
SOCIAL HOUSING: The high demand for low-cost
housing — particularly in Libreville - has prompted a
drive to develop social housing at a range of sites. With
84% of the population living in urban centres, accord-
ing to the Population Reference Bureau, the housing
deficitis estimated to be between 133000 and 200,000
units. In response, the state has put in place goals for
the development of social housing, with 5000 units tar-
geted for completion by the start of 2011 and a fur-
ther 5000 due every year thereafter. Obstacfes need
to be overcome before constructior can start, such as
dealing with squatters who have moved into plots ear-
marked for development, transparency, and agreement
between the MoH and community councils onthe type
of housing needed, exact locations and which citizens
witl be eligible for these units.

To help buyers, the state has lowered the price of
dwellings eligible for refinancing by the Housing Refi-
nancing Fund, which provides credit for social housing,

REAL ESTATE OVERVIEW

The current housing deficit Is estimated to be between £33,000 an

from CFA19.9m (€30,200) ta CFA15m (€22,800). "There
is huge potential for returns on investment in fow-cost
housing;’ said Bahsoun. “While there is aneed for alarge
up-front investment and patience on returns, the mid-
to long-term profitability could be impressive.”
Examples of the units being built include three- and
four-bedroom units priced at between CFAIm (€13,700)
and CFA10.5m (£16,000) in Nzeng-Ayong, northern
Libreville, and plans for Moroccan developers to build

3500 units in the capital, The government alsosecured -

a CFAG.5bn (£9.9m) loan from the Export-lmport Bank
of India in February 2008 to fund social housing in
tibreville. The MoH must attract more private funding,
given that the state can no longer carry the entire bur-
den of providing sucial housing.

“It Is crucial that private players, equipped withfinanc-
ing and expertise, get more involved in tackling the
housing deficit” Okologo W'Okambat told OBG. The
state-owned housing bank, Banque de ['Habitat, has
been reinforced with the integration of two major hous-
ing funds: the Mortgage Fund and the National Hous-
ing Fund. Furthermore, Banque de 'Habitat is set to open
its capital to private investors.

Among the obstacles to private investors is the dif-
ficult access to plots of land. Residential areas are often
characterised by anarchic building activity and admin-
istrative confusion over land ownership, with a simpli-
fication of procedures required. A one-stop shop that
wauld coordinate the bureaucratic procedures between
all parties involved would be a potential solution.
OUTLOOK: Gabion's real estate sector is underdevel-
oped and has ample potential for growth, both at the
higher and lower ends of the market, with the substan-
tial sacial housing requirement needed to lodge the
country's recently urbanised population, The sector is
set to experience dynamic growth over coming years,
d%s“pite the existing administrative hurdles to proper-
ty development. With the right approach, these chal-
lenges can be overcome and the development of new,
high-quality housing will quickly begin to satisfy demand,
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Existing credit facilities do
not distinguish between
home and car leans. Banks
are now intraducing
property Joans and several
are expected to he
available by end-2010.

Due to high demand for
low-cost property, social
housing is being developed
at various sites. Some 5000
units are targeted for
completion by the state by
2011 and another 5000 are
due annually thereafter,




