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'lhe att.;lched PAAD oont.ains justification for a $35,000,000 rtln-project assistance grant 
to be administel:ed throu:Jh a o::::rrm:xlity Inport PrD:!Iam (CIP) to .rest.ructure the Zairian 
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enterprises (M5Es). '!his facesheet approves a $14,000,000 oon-project assistance grant 
for this fUI1Xl5e. 

'lhe P.AAu facesheet authorizes only $14,000,000 which is the wllar anount planned for 
ooligation in FY 89 as the initial tranche of oon-project assistance di.sburseltent to 
be provic:EQ under the program. In each subsequent .fiscal year of the program, the 
PAAD fao:sheet may be aITEIlcEd by the USAID Kinshasa Director to increase the autr.orized 
level of funding by the artDlU1t to be ooligated during the respective year. 
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Pursuant to the Foreign Assistance Act of 1961, as amended, and the Foreign 
Operations, Export Financing and Related Programs Appropriations Act of 1989, 
I hereby approve the five year non-project assistance component described 
herein. I hereby delegate authority to the Director, U5AID/Kinshasa to 
authorize these incremental non-project assistance funds. Condition&lity in 
these PAAD amendments must be consistent with the progrrun purpose and 
conceptual framework now included in the PAAD. 

The Grant Agreement will contain the following essential terms and conditions 
for disbursement. 

a. Prior to signature of the Grant Agreement, the 
Cooperating Country shall, except as A.I.D. may otherwise agree in writing, 
furnish in form and substance satisfactory to A.I.D., evidence that it has 
taken the following actions: 

- Reduced the gap between the official and parallel 
exchange rates, particularly through devaluation of the 
officical exchange rates; 

- Reduced the gap between inflation and the Bank of Zaire's interest 
rates on advances to commercial banks, particularly through increases 
in nominal 
interest rates. 

- Revised the Government of Zaire's (GOZ) tax collection procedures 
including custom taxes, tax administration, and increased fuel taxes. 

b. Condition Precedent to First Disbursement. Prior to any 
disbursement, or the issuance of any commitment documents pursuant to which 
disbursement will be made, the Cooperating Country shall, except as A.I.D. may 
otherwise agree in writing, furnish to A.I.D., in form and substance 
satisfactory to .r... I. D., a statement of the names and titles of persons villo 
will be official and additional representatives of the Cooperating Country 
unde::- the Program Agreement, together with a specimen signature of each per,:.;or. 
specified in such statement. 

c. Condition Precedent to First Disbursement for Commercial Bank 
Financing of Private Enterprises. Prior to any disbursement under the progra~ 
Agreement, or the issuance of any commitment documents pursuant to which 
disbursement will be made, to provide funding for commercial bank financing of 
private enterprises, the Cooperating Country shall, except as A.I.D. may 
otherwise agree in writing, furnish to A.I.D., in form and substance 
satisfactory to A.I.D.: 

(1) A written comprehensive statement of policy governing the 
deve).opment of the financial sector of zaire (-Financial Sector Devel0Frnent 
Policy Statemen~·). The statement shall embody a liberal, private 
sector-oriented approach to financial sector reform and development and shall 
include, but not be limited to, objectives to promote commercial bank 
mouilization of private domestic financial resources; to foster a more active 
money market and interest rates representative of the real economic cost of 
funds; and to increase the amount of credit available to private enterprises. 
The statement will include specifically the following objectives for the 
financial sector under this program: 
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(a) By the end of the five year program, real financial 
resources mobilized by private commercial banks should be growing by at least 
4 percent per year. 

(b) Interest rates should be positive relative to inflation. 

(c) Oommercial banks should be financing a wider range of 
€nterprises than before the program in terms of size, sector of activity, and 
geographic area. 

(d) Most of the budget deficit of the GOZ should be financed 
from the market at market determinded rates. 

(e) No GOZ constraints should remain on bank interest rates 
or fee structures. 

(f) Required reserves should be set at minimum levels 
necessary for stability and efficient growth of the banking system. 

(g) Most of the required reserves should be held in the form 
of treasury bonds remunerated at market rates of interest. hequired reserves 
deposited at the Bank of Zaire also should be remunerated at market rates of 
interest subject to the conclusions of a study by the parties to this 
agreement. 

(h) The Central Bank should be acting only as lender of last 
resort and should charge market-based interest rates. 

(i) The GOZ should be moving to replace administrative credit 
ceilings (direct controls with indirect controls on credit that are 
automatically linked to mobilization of resources by the banking system). 

(2) A list of persons and agencies designated to meet and consult 
with A.I.D. at six-month intervals, beginning no later than six months after 
the signing of the Program Agreement, in order to monitor compliance with the 
various conditions and covenants for the Program Agreement, monitor progress 
of the financial sector, review the recommendations of studies carried out 
under the program, and review the results of program activities. 

. d. Conditions Precedent to Second Disbursement for Cbmmercial Bank 
Financing of Private Enterprises. Prior to the second disbursement under the 
Program Agreement, or the issuance of any commitment documents pursuant to 
which disbursement will be made, to provide funding for commercial bank 
financing of private enterprises, the Cooperating Country shall, except as 
A.I.D. may otherwise agree in writing, furnish to A.I.D., in form and 
substance satisfactory to A.I.D., evidence that as discussed in the regular 
six-month AID!GOZ Consultations, the GOZ has taken specific steps and made 
substantial progress in: 

(1) reducing commercial bank reserve requirements to minimum 
levels necessary for stability of the banking system; 

(2) removing remaining constraints on bank interest rates or fee 
structures; 

(3) reducing the gap between the rate of inflation and 
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the Bank of Zaire money market rate; 

(4) reducing total commercial bank obligations to the Bank of 
Zaire as a proportion of required reserves relative to the level of December 
31, 1987 by at least five percentage points. 

The first Program Implementation Letter (PIL) will describe the 
specific degree of progress expected, given conditions at the signing of the 
Program Grant Agreement. 

e. Subsequent Conditions Precedent. Specific conditions precedent will 
be formulated for disbursement at six month intervalS based on the results of 
the bi-annual AID/GOZ consultations on the implementation of the financial 
section development program and the GOZ's progress in attaining the objectives 
of that program. 

Prior to disbursements of subsequent tranches of funding for 
commercial bank financing of MSEs, the GOZ shall: 

(a) Take those measures agreed upon with AID during the regular 
GOZ/AID program consultations to execute financial sector reforms, including 
measures aimed at attaining the specific objectives identified in the 
Financial Sector Development Policy Statement for the purpose of: 

(1) promoting the mobilization by commercial banks of 
domestic financial resources and private savings; 

(2) fostering a more active money market and interest rates 
more representative of the real economic cost of funds: and 

(3) increasing the amount of credit in real terms available 
to the private sector. 

(b) Demonstrate durinq the regular GOZ/AID program consultations 
that the agreed-upon monitoring criteria have been met with respect to 
progress on the financial reforms envisaged under the program. 

f. Covenants. The Cooperating Country shall covenant that, unless 
A.I.D. otherwise agrees in writing, it will: 

(1) Meet and consult with A.I.D. at not less than six-month 
intervals, beginning no later than six months after the signing of the Program 
Agreement, in order to monitor compliance with the various conditions and 
covenants of the Program Agreement, mODitor progress of the financial sector, 
review the recommendations of studies carri~ out under the project, review 
the results of project activities and establish conditions precedent which 
shall apply to subsequent disbursements under the project. As soon as 
possiJle but not later than six months after the signing of the Program 
Agreement, the Cooperating Ooun~ry shall agree with A.I.D. on a list of 
criteria with which to monitor the progress of financial reforms as outlined 
in the Financial Sector Development Policy Statement or as undertaken as 
reform measures. These criteria may include but need not be limited to the 
following: 
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(a) The real growth of domestic financial resources and 
private savings held by the banking system: 

(b) The reduction in the gap between the Bank of Zaire's 
lending rates of interest and the inflation rate: 

(c) The increase in the real value of credit extended by the 
banking sector to the private sector; and 

(d) A shift from direct to indirect methods of controlling 
the money supply following successful and sustained macroeconomic 
stabilization. 

(e) The degree to which commercial banks are financing a 
wider range of enterprises than before the PSSP Program in tenns of size, 
sector of activity, and geographic area. 

(2) Take measures to progressively reduce deficits in the annual 
Government budget and to take other steps to reduce and stabilize the rate of 
inflatio~. 

(3) Continue a policy of liberalized interest rates. 

(4) Maintain a policy of market-based, floating official exchange 
rates and to ensure that the difference between the official and parallel 
exchange rates does not exceed twenty percent. 

(5) Practice a policy of full-cost fuel pricing. 

(6) Maintain a liberal policy concerning foreign trade in 
commodities, not introduce quotas on imports or exports, and continue the 
announced program of tariff-rate reform which will progressively moderate 
effective rates of protection. 

(7) Maintain liberalized pricing policies and not introduce 
administrative controls, ex ante or ex post, on prices of private goods and 
services. 

(8) Not finance with program funds the importation of pesticides. 

The local currency counterpart fund generations from the PSSP's dollar 
commodity import program will be deposited in a special account specifically 
for the PSSP and will be programmed under normal Mission counterpart fund 
programming and budgeting policies and procedures. Projected u es of local 
currency generatio s are set forth in the body of the PAAD. 

Signature: 
-M~~~--~~~------~~ 

Clearances: As shown on the Action Memorandum 
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INSTRUCI10NS 

The approved Project Data Shect.lUIIlIDUizcs basic data on the project and D1111t provide rcJable data for 
entry into the Country Program Data Bank (CPDB).1u a general rule blocks 1 thru 16 are t~ be complet
ed by the originating officc or bureau. It is the responsibility of the reviewing bureau to UlUlDe that 
whenever the original Project Data Sheet is reviMd, the Project Data Sheet confonDI to the revision. 

Block 1 -.Entc~ the appropriat~ 'etter code in the boE, if a chanac. indicate the Amendment Number. 

Block 2 - Enter thc naJDC of the Country. Rrgional or other Entity. 

Block S-Entcr the Project Number assigned by the fidd miaion or an AIDfW bureau. 

Block 4 - Enter the sponsoring BurcaufOffice Symbol and Code. (5" H..,p.oo4 J • ..,.... .SA. TItIblI 1. hi' 1 

IM~) t' 

Block 5 - Enter thc Project Titlc (Ir., __ h.uu:IWI,.40dIINcUr:r). 

Block 6· Enter thc Estimated Project Assistance Completion Date. (56, AIDTO cra.Mr .A-24 MUd If26/7&. fMN" 

~"c.r~2.) . 

Block 7 A. - Enter the FY for the fU"St obligation of AID funds for the project. 
Block 7B. - Enter the quarter of FY for the fU"St AID funds obligation. 
Block 7Co - Entcr the FY for thc last AID funds obligations. 

Block 8 - Enter thc amounts from thc 'Summary Cost Estimates' and 'Financial Table' of the Project 
Data Sheet. 
NOTE: The LIC colunm most show the estimated U.S. dallars to be used for the financin8 of local 

costs by AID on the lines corresponding to AID. 

Block 9 - Enter thc amounts and details from the Project Data Sheet section reflecting the I!Slimated rate 
of use of AID funds. 

Block 9A. - u~c thc Alpha Code. (56, n-dbool J. ~ SA. Td16 2. ,.",,2 {rtr~) 

Blocks 9B., Cl. & C2. - &e Handbook 3, Appendix 5B for guidance. The total of columns 1 and 2 of 
F must equal the AID appropriatcd funds total of 8G. 

Blocks 10 and 11 - Sec Handbook 3, Appendix 5B for guidance. 

Block 12 - Enter the codes and amounts attributable t.o each concern for life of Project. (5u HadboDil 3. 

~ 5~. Anac~ C lor codilv.) 

Block 13 - Enter the Project Purpose as it appears in the approved PID Facesheet, or as modificd during 
the project development and reOectcd in the Project Data SheeL 

Block 14 - Enter the evaluation(s) scheduled in this section. 

Block 15 - Enter the information related to thc procurement taken from the appropriate section of the 
Project Data SheeL 

Block. 16 - This block is to be used with requests for thc amendmcnt of a project. 

Block 17 - This block is to be signed and dated by the Authorizing Official of the originating offic.e'.1?e 
Project Data Sheet .iD not lx :-~;ewed if this Data Sheet is nol signed and datcd. Do not lDJual. 

Block 18 - This datc is to be provided by the office or bureau responsiblc for the processing of thc docu
ment covCTCd by this Data Sbeet. 

AID 1!3U-4 (8- 79) back 
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON 0 C 20523 

AcrION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA 

FROM: 

SUbject: zaire: Private Sector Support Program (PSSP) 660-0120 

I. Problem: You are requested to approve a grant for $40.0 million from 
the Development Fund for Africa Account for the Zaire Private Sector Support 
Program. 

II. Discussion: USAID/Zaire proposes to provide $40 million to restructure 
the Zairian commercial banking sector and enable it to support productive 
investment by medium and smaller-scale enterprises (MSEs). Of the $40 
million, $35 million will be provided in non-project assistance under a CIP, 
and $5 million will be provided for technical assistance, studies, and 
eValuations. 

The PSSP will help reverse the decline in industrial production and 
re-establish demand and supply linkages between urban and rural areas. Medium 
and smaller enterprises (MSEs) receiving financing from commercial banks will 
increase their production, capacity utilization, and profitability. The 
ultimate beneficiaries of the program are the workers in private enterprise 
borrowers, consumers, and smaller urban and rural producers. These 
beneficiaries will receive, respectively, increased employment and income, 
wider distribution of basic consumer goods at lower prices, and improved 
markets for the agricultural and other products they produce. 

Through technical assistance and studies combined with policy 
conditionality, the program will facilitate restructuring and reform of the 
commercial banking sector to support more productive investment by MSEs. As 
these financial sector reforms are taking effect, $35 million in foreign 
exchange financing under a CIP mechanism and $13.5 million in local currency 
lending will enable medium and smaller-scale enterprises in Zaire to purchase 
needed raw materials, spare parts, and replacement equipment and thus increase 
utilization idle plant capacity. Local currency financing will encourage MSEs 
to utilize more locdl products such as jute for making agricultural sacks and 
palm oil for soap production. Corrnnercial bank financing of MSEs will occur at 
market rates of interest. 

The Zairian economy is in a recession characterized by high inflation, 
foreign exchange shortages, and decreasing production of manufactured goods. 
Rejuvenation of Zaire's manufacturing industries is essential to Zaire's 
economic recovery. In addition to using and processing local products, local 
industries also produce and distribute basic consumer goods throughout the 
country • 

To recover and expand, the Zairian private sector requires an effective 
commer~ial banking sector. Financial sector reforms under the PSSP will 

ix 



result in increased credit to private enterprises through two means. First, 
through monetary policy changes such as reduced reserve requirements and 
remuneration df reserves, commercial banks will enjoy an improved incentive 
framework for mobilization of private savings. Second, because of experience 
during the program with MSE lending and because of a growing level of domestic 
financial resource mobilization, participating banks will begin to provide 
term credit to a wider range of enterprises as defined by size, sector of 
activity, and geographic location. 

Repayments of principal and interest will be deposited in a special 
separate account for this program as requested by Section 609 of the Foreign 
Assistance Act of 1961, as amended. By fixing the exchange rate determining 
the local currency value of loans at the point of the opening of the letter of 
credit, the program will assume the foreign exchange risk. Participating 
banks will assume the commercial risk and will be debited for repayments and 
interest regardless of whether their borrowers repay. 

Financial Plan: For the overall program, the Mission plans to obligate 
$16,000,000 in the second quarter of FY 1989, $16,000,000 in FY 1990, 
$7,000,000 in FY 1991, and $1,000,000 in FY 92. 

AID and GOZ contributions by major 
.liID 

$OOO's 

Private Sector $35,000 
Financing 

Program Management 3,400 

Studies and Short- 950 
Term Tech. Asst. 

Fiduciary Bank, 650 
Audits and 
Evaluation 

TOT~L $40,000 

*local currency equivalent 
III. Conditionality 

Prior Actions 

category are as follows: 
OOZ TOI'AL 

$OOO's* 

$13,500 $48,500 

500 3,900 

500 1,450 

500 1,150 

$15,000 $55,000 

Prior to signature of the Grant Agreement, the Cooperating Country 
shall, except as A.I.D. may otherwise agree in writing, furnish in form and 
SUbstance satisfactory to A.I.D., evidence that it has taken the following 
actions: 

- Reduced the gap between the official and parallel 
exchange rates, particularly through devaluation of the 
officical exchange rates; 

- Reduced the gap between inflation and the Bank of Zaire's interest 
rates on advances to commercial banks, particularly through increases in 
nominal interest rates. 
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- Revised the Government of Zaire's (GOZ) tax collection procedures 
including custom taxes, tax administration, and increased fuel taxes. 

Covenants. The GOZ will agree to the following covenants relating (1) 
to the AID!GOZ policy dialogue process to be established and (2) to the need 
for macroeconomic stabilization. 

(1) Meet and consult with AID at not less than six-month intervals, 
beginning no later than six months after the signing of the Program 
Agreement, in order to monitor compliance with the various 
conditions and covenants of the Program Agreement, monitor progress 
of the financial sector, review the recommendations of studies 
carried out under the program, review the results of program 
activities and establish conditions precedent which shall apply to 
subsequent disbursements under the program. As soon as possible 
but not later than six months after the signing of the Program 
Agreement, the Cooperating Country shall agree with AID on a list 
of criteria with which to monitor the progress of financial reforms 
toward the objectives outlined in the Financial Sector Development 
Policy Statement or as undertaken as reform measures. These 
criteria may include but not be limited to the following: 

(a) The real growth of domestic financial resources add private 
savings held by the banking system; 

(b) The reduction in the gap between the Bank of Zaire's lending 
rates of interest and the inflation rate; 

(c) The increase in the real value of credit extended by the banking 
sector to the private sector; 

(d) The broadening in the range of enterprises which commercial 
banks are financing in terms of size, sector of activity, and 
geographic area;and 

(e) A shift from direct to indirect methods of controlling the money 
supply following successful and sustained macroeconomic 
stabilization. 

2) Take measures to progressively reduce government budget deficits and 
take other s~eps to reduce the rate of inflation. 

3) ContinUe its policy of liberalized interest rates. 

4) Maintain a policy of market-based, floating official exchange rates 
and to ensure that the difference between the official and parallel 
exchange rates does not exceed twenty percent. 

5) Practice a policy of full-cost fuel pricing. 

6) Maintain a liberal policy concerning foreign trade in commodities, 
and not to introduce quotas on imports or exports, and to continue 
the announced program of tariff-rate reform which will progressively 
moderate effective rates of protection. 
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7) Maintain liberalized prIcIng policy and not to introduce 
administrative controls, ex ante or ex post, on prices of private 
goods and services. 

8) Not finance with program funds the importation of pesticides. 

Conditions Precedent Conditions precedent will apply to the disbursement 
of funds for commercial bank financing of private enterprises but will not 
affect disbursement of funds for technical assistance, studies, and program 
management. The Mission anticipates that approximately $5.8 million will be 
disbursed with p.ach tranche. 

1) Condition Precedent to First Disbursement for Commercial Bank 
Financing of Private Enterprises. Prior to any disbursement under 
the Program Agreement, or the issuance of any commitment documents 
pursuant to which disbursement will be made, to provide funding for 
commercial banI: financing of private enterprises, the Cooperating 
Country shall, except as A.I.D. may otherwise agree in writing, 
furnish to A,I.D., in form and substance satisfactory to A.I.D.: 

(1) A written comprehensive statement of policy governing the 
development of the financial sector of Zaire (-Financial Sector 
Development Policy Statement-). The statement shall embody a 
liberal, private sector-oriented approach to financial sector reform 
and development and shall include, but not be limit~d to, objectives 
to promote commercial bank mobilization of private domestic 
financial resources; to foster 3 more active money 

market and interest rates represe~tative of the real economic cost of 
funds; and to increase the amount of credit available to private 
enterprises. The statement will include specifically the following 
objectives for the financial sector under this program: 

(a) By the end of the five year program, real financial 
resources mobilized by private commercial banks should be 
growing by at least 4 percent per year. 

(b) Interest rates should be positive relative to inflation. 

(c) Commercial banks should be financing a wider range of 
enterprises than before the program in terr~ of size, sector 
of activity, and geographic area. 

(d) Most of the budget deficit of the GOZ should be financed 
from the market at market determined rates. 

(e) No GOZ constraints should remain on bank interest rates 
or fee structures. 

(f) Required reserves should be set at minimum levels 
necessary for stability and efficient growth of the banking 
system. 

(g) Most 0: the required reserves should be held in the form 
of treasury bonds remunerated at market rates of intrest. 
Required reserves deposited at the Bank of Zaire also should 
be remunerated at market rates of interest subject to the 
conclusions of a study by the parties to this agreement. 
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(h) The Central Bank should be acting only as lender of last 
resort and should charge market-based interest rates. 

(i) The GOZ should be moving to replace administrative credit 
ceilings (direct controls with indirect controls on credit 
that are automatically linked to mobilization of resources by 
the banking system. 

(2) A list of persons and agencies designated to meet and consult 
with A.I.D. at six-month intervals, beginning no later than six 
months after the signing of the Program Agreement, in order to 
monitor compliance with the various conditions and covenants for 
the Program Agreement, monitor progress of the financial sector, 
review the recommendations of studies carried out under the 
program, and review the results of program activities. 

2) Conditions Precedent to Second Disbursement for Commercial Bank 
Financing of PriVate Enterprises. 
Prior to any disbursement under the Program Agreement, or the 
issuance of any commitment documents pursuant to which disbursement 
will be made, to provide funding for commercial bank financing of 
private enterprises, the Cooperating Country shall, except as 
A.I.D. may otherwise agree in writing, furnish to A.I.D., in form 
and substance satisfactory to A.I.D.: 

As discussed in the regular six-month AID/GOt: Consultations, the 
GOZ will take specific steps and make substantial progress in: 

(1) reducing commercial bank reserve requirements to minimum 
levels necessary for stability of the banking system; 

(2) removing remaining constraints on bank interest rates or fee 
structures; 

(3) reducing the gap between the rate of inflation and 
the Bank of Zaire money market rate; 

(4) reducing total commercial bank obligations to the Bank of Zaire 
as a proportion of required reserves relative to the level of 
December 31, 1987 by at least five percentage points; and 

The first Program Implementation Letter (PIL) will describe the 
specific degrt::'? of progress expected, given conditions at the 
signing of the Program Grant Agreement. 

3) Recurring Conditions Precedent. Specific conditions precedent will 
be formulated for disbursement at six month intervals based on the 
results of the bi-annual AID/GOZ consultations on the implementation 
of the financial section development program and the GOZ's progress 
in attaining the objectives of that program. 
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Prior to disbursements of subsequent tranches of funding for 
commercial bank financing of MSEs, the GOZ shall: 

(a) Take those measures agreed upon with AID during the regular 
GOZ/AID program consultations to execute financial sector reforms, 
including measures aimed at attaining the specific objectives 
identified in the Financial Sector Development Policy Statement for 
the purpose of: 

(1) promoting the mobilization by commercial banks of domestic 
financial resources and private savings; 

(2) fostering a more active money market and interest rates 
more representative of the real economic cost of funds; and 

(3) increasing the amount of credit in real terms available to 
the private sector. 

(b) Demonstrate during the regular GOZ/AID program consultations 
that the agreed-upon monitoring criteria have been met with respect 
to progr~ss on the financial reforms envisaged under the program. 

IV. Committee Review and Findings 

The Project Paper was reviewed at Issues and ECPR meetings held on June 
13, 1988 and June 16, 1988 respectively and the PAAD was approved subject to 
the following modifications: 

A. Project vs. Non-Project Assistance. The large CIP portion of the 
proposed project is Development Fund for Africa (DFA) non-project assistance 
and should be changed accordingly. The program was recast as a combined 
project/non-~r0ject assistance, with a PAAD facesheet added to reflect the CIP 
portion for $35,000,000 and the PP facesheet was changed to $5,000,000 for 
technical assistanc~. All references to project were changed to program. 

This activity was, as originally presented, a banking reform project. 
Balance of payment as well as sectoral reform were provided as the underpinning 
for this activity. The ECPR noted that the sectoral reforms proposed provided 
the strong long-term development focus appropriate for DFA funding and that the 
paper should be revised to make it clear policy reform rather than the balance 
of payments benefits were the underlying basis for undertaking this activity. 
The program documentation was revised accordingly. 

B. Project Goal and Purpose Presentation. The goal level must be more 
developmentally oriented showing the linkage to concerns with which A.I.D. 
normally operates. The ECPR recommended that the Financial Sector Development 
Policy [FSDP] Statement, which will serve as the framework for the program, be 
as clearly defined as possible. 

The PAAD was modified to incorporate a clearer definition of the FSDP 
Statement. The statement will embody a liberal, private sector-oriented 
approach to financial sector reform and development and will include objectives 
to promote commercial bank mobilization of private domestic financial 
resources. More specific objectives which will serve as conditions precedents 
are included in the Executive Summary and in the body of the PAAD. 
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The ECPR also determined that program rationale and description should 
reflect clearer linkage and impact on the intended beneficiary group. The PAAD 
rationale section was augmented to demonstrate the linkages to and impact on 
the MSEs themselves, consumers, MSE employees, subcontractors, agriculture and 
rural areas as well as effects on the marketing and distribution chain. 

C. Demonstrated Corrunitment by the GOZ. Given the importance of the 
IMF/World Bank Agreements to successful implementation of the program and that 
an agreement may not be signed this year, the question arose as to whether the 
program should be authorized. Mission representatives requested program 
approval and authorization so that the Mission could maintain a bargaining 
leverage should the negotiating climate improve as expected. The ECPR 
determined that before obligation can be authorized, substantive agreement must 
be reached on certain key issues before the Mission can go ahead with the 
program. The PAAD WaS modified to include three key prior actions that must 
occur prior to signature of the Grant Agreement. These actions are reduction 
in the gap between official and parallel exchange rates, reduction in the gap 
between inflation and the Bank of Zaire's interest rates, and evidence of 
revision in tax collection procedures including custom taxes, tax 
administration, and an increase in fuel taxes. 

V. Special Concerns 

A. Relationship to Development Fund for Africa (DFA) Objectives: The 
PSSP is the central piece of USAID's private sector development strategy in 
Zaire. The program meets several specific objectives of the Development Fund 
for Africa (DFA) appropriation account contained in the Foreign Operations 
Export Financing and Related Programs Appropriations Act, 1989: 

o To help overcome shorter-term constraints to long-term 
development; 

o To bring about appropriate sectoral restructuring of the 
sub-Saharan African economies; and 

o To establish a favorable environment for individual enterprise 
and self-sustaining devplopment. 

First, through its quick-disbursing assistance to medium and 
smaller-scale enterprises, the PSSP will help in reversing the decline in 
industrial production and in re-establishing demand and supply linkages between 
urban and rural areas. 

Rejuvenation of Zaire's manufacturing industries is essential to 
broader economic recovery. Local industries use and process local products and 
distribute basic imports and consumer goods throughout the country. Second, 
the Zairian private sector requires an ~ffective banking system. Financial 
sector reforms under the PSSP will result in increased credit to private 
enterprises through greater mobilization by banks of domestic savings and a 
more active money market. 
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B. Local Currency Programming: Local currency generated from the PSSP 
will be used to support the Operating Expenses Trust Fund and the bilateral 
portfolio. It is estimated that approximately $2.8 million equivalent will be 
used for the Trust Fund, $15.1 million for the health sector and $17.1 million 
for the agricultural and infrastructure sector. 

Although recent guidelines for the use of DFA funds require that 
local currency be used in support of the proposed sector reform program, the 
Mission requests that an exception be made so that local currency generations 
can be used not only within the private sector, but also in other relevant 
sectors. A portion of the local currency generations will be used to support a 
local currency bank loan program; however, the total amount used in this 
program component will be contingent upon established money supply ceilings as 
dictated by the Structural Adjustment Program. Other uses will include related 
research, evaluation and impact studies; surveying informal sector savings and 
credit activities; and surveying private sector business development 
opportunities. Because of the above mentioned money supply limitations and a 
lack of other viable private sector options for local currency programming, it 
is proposed that the majority of the local currency generations be used to 
support USAID/Zaire's development strategy in more targeted, but related areas 
such as agriculture, rural transport and health. Support in these areas will 
help improve Zaire's general economic recovery. General economic recovery 
combined with an effective commercial banking sector are prerequisites for a 
dynamic private sector. 

Also, the Mission continues to have one of the best records within 
the Africa Bureau for effective monitoring of local currency generations. The 
GAO as well as the Inspector General's Office have cited the Kinshasa Mission 
as exemplary in their programming and monitoring of local currency 
generations. Because local currency generations have been effectively 
programmed to support the bilateral portfolio, A.I.D. projects in Zaire have 
been implemented on a more timely basis when compared to delays experienced by 
other donors due to a lack of local currency generations. The Mission believes 
that because of this record and the recognized need to support the bilateral 
projects, an exception should be granted to allow support of the project 
portfolio rather than used exclusively within the banking sector. 

C.IEE: 

After consultation with the Regional Legal Office serving Zaire and 
the Regional Environmental Officer (REDSO/WCA) during preparation of the PID, a 
categorical exclusion was recommended and approved by the Africa Bureau 
Environmental Officer and GC/AFR. 

D. Implementation Agencies: 

The Program Agreement will be signed by the Minister of Plan. A 
bank circular signed by the Bank of Zaire will make clear to all participants 
eligibility criteria for borrowers and commodities, implementation procedures, 
and monitoring and reporting requirements. 

E. Responsible Officers: 

G. William Anderson, Chief, USAID/PDO in Zaire, is the officer 
responsible for the program in the field. Don Clark, Chief AFR/PD/CCWAP, is 
the officer responsible for the program in AID/W. 
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F. statutory Checklists: 

Are attached to the PAAD. 

G. Gray Amendment: 

The PID recommen~ed full and open competition in the choice of 
contractors. CBD notices and instructions to offerors will contain language 
encouraging -participation to the maximum extent possible of small business 
concerns, small disadvantaged business concerns and woman-owned small business 
concerns •••• as prime contractors or subcontractors.-

H. Source and Origin of Commodities, Nationality of Services: 

The nationality for services, including ocean transportation 
services, and the source and origin of commodities financed under the project 
shall be as set forth in the Africa Bureau instructions on Implementing Special 
Procurement Policy Rules Governing the Development Fund for Africa (DFA), dated 
April 4, 1988, as may be from time to time amended. 

I. Local Costs: 

Dollar disbursements for local costs are not expected and will not 
be made unless such disbursements are made in accordance with the requirements 
of Handbook IB, Chapter 18. 

J. Notification to Congress: 

The Congressional Notification for this program was forwarded on Hay 
5, 1989. The fifteen day waiting period expired May 19, 1989 without objection. 

V. Recommendation: The Africa Bureau ECPR reviewed and approved the PSSP on 
June 16, 1988 and found the program to be technically, economically, 
financially, socially, and administratively sound. However the program was not 
authorized at that time because the GOZ had not signed a Structural Adjustment 
Program with the World Bank (WB) and International Monet)ry Fund (IMF). A New 
Structural Adjustment Program is now in its final stagef. of approval and should 
be signed by the end of May, 1989. A Letter of Intention has been signed by 
the GOZ. Given the GOZ's reconcilation with the WB/IMF, conditions now seem 
appropriate for approval of this program. It is recommended that you: (i) 
sign the attached PAAD facesheet and the project authorization and thereby 
approve in principle life of program funding of the PSSP of $40 million. 
Specifically you will approve a PAAD for $14,000,000 for FY 1989 and a PP 
authorization for $5,000,000 in project assistance~ and (ii) approve the 
Mission's request to use local currency generations from this program to 
support the general project portfolio. 

Attachment: PAAD 
Clearances: ~ J j 

DAA/AFR:ELSaiers ~fl/ 
DAA/AFR :WBoll inge-r----'~'-'--"-H'---"'--
AFR/PD: TBork 
GC/AFR:JKnott 
AFR/DP :JWestle-y--,......~J-----
AFR/CO'JA: JColes 
M/FM:EOwens ----~~------
PPC/PB:R~aushammer 
AFR/CONT:RKing _--L......:.~...;... :.:-.:;....k ___ _ 

Date: . A1t~l 'f) 
Date: -.:..-t:.~~...L...4'-----

Date: . ~~ '>J)f/; I 
Date: --'J; ... ~t:::~"'~~.';C-~, '"--
Date: 
Date: - ....... 5"--+-( ...... , .,..,.., 1-"1"'"",_ .. --

• I I 
Date: 
Date: ~ 18 tt} 
Dat e: ---""----':::..-.......,'----
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Name of Country: Republic of Zaire 

Name of Project: Private Sector Support 

Number of Project: 660-0120 

1. Pursuant to the Foreign Assistance Act of 1961, as amended, and the 
provisions of the appropriations heading wSub-Saharan Africa, Development 
Assistancew, contained in the Foreign Operations, Export Financing, and Related 
Programs Appropriations Act 1989, I hereby authorize the project component of 
the PriVate Sector Support Program for the Republic of Zaire, (WCooperating 
Country") involving planned obligations of not to exceed $5,000,000 in grant 
funds ("Grant"), over a six-year period from the date of authorization, subject 
to the availability of funds in accordance with the A.I.D. OYB/allotment 
process, to help in financing foreign exchange and local currency costs for the 
project component. The planned life of the project is five years from the date 
of initial obligation. 

2. The project component will finance technical assistance studies and 
evaluations required for the Cooperating Country to achieve the objectives 
under the Private Sector Support Program (PSSP). The PSSP consists of 
assistance to: (1) provide both foreign exchange and local currency for short
and medium-term lending by commercial banks to medium- and small-scale Zairian 
private enterprises and (2) support a reform of the Zairian financial sector to 
enable commercial banks more efficiently to mobilize and allocate financial 
resources to private enterprises. 

3. The Project Agreement which may be negotiated and executed by the officer 
to whom such authority is delegated in accordance with A.I.D. regulations and 
Delegations of Authority shall be subject to the following essential terms and 
covenants and major conditions, together with such other terms and conditions 
as A.I.D. may deem appropriate. 

a. Source and Origin of Commodities, Nationality of Suppliers. The 
nationality for suppliers of services, including ocean transportation services, 
and the source and origin of commodities financed under the project component 
shall be as set forth in the Africa Bureau Instructions on Implementing Special 
Procurement Policy Rules Governing the Development Fund for Africa (DFA) dated 
April 4, 1988, as may be amended from time to time. 

b. Conditions Precedent to Signing the Project Grant Agreement and 
Program Grant Agreement. Prior to signature of the Grant Agreement, the 
Cooperating Country shall, except as A.I.D. may otherwise agree in writing, 
furnish in form and substance satisfactory to A.I.D., evidence that it has 
taken the following actions: 

- Reduced the gap between the official and parallel exchange rates, 
particularly through devaluation of the officical exchange rates; 

- Reduced the gap between inflation and the Bank of zaire's interest 
rates on adVances to commercial banks, particularly through increases in 
nominal interest rates. 
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- Revised the Government of Zaire's (GOZ) tax collection procedures 
including custom taxes, tax administration, and increased fuel taxes. 

c. Condition Precedent to First Disbursement. Prior to any 
disbursement, or the issuance of any commitment documents under the Project 
Grant Agreement, the Cooperating Country shall, except as A.I.D. may otherwise 
agree in writing, furnish to A.I.D., in form and substance satisfactory to 
A.I.D., a statement of the names and titles of persons who will act as 
representatives of the Cooperating Country under the Project Agreement, 
together with a specimen signature of each person specified in such statement. 

d. Condition Precedent to Disbursement for Local Cost Financing. 
Prior to disbursement under the Grant, or to the issuance by A.I.D. of 
documentation pursuant to which disbursement will be made, to finance local 
costs, the determinations required by Chapter IBAlc of A.I.D. Handbook 1, 
Supplement B, shall have been made. 

Date: 
~~~~~~~~--r----------

Clearances: 
AFR/DP:JWestley , 
AFR/PD:TBork ---r~~""'~-"""--
AFR/CCV1A:JColes L~ __ ~ 
DAA/AFR: ELsaiers--_+'-~_--

GC/AFR:~ 

Date: . 
Date: ~=)~ ·S; 
Date: I 

Date: ~('?(q ~ 
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AEPRP 
AFEO)ZA 
AFGRAD 
A. I.D. 
ANEZA 
BACAZ 
BCA 
BCZ 
BDP 
BDZ 
BEDEPE 
BIAZ 
BOP 
e.ZCE 
CDSS 
CIP 
CPF 
DFA 
FSAC 
GOZ 
HRDA 
IFC 
HI) 

IMP 
I SAC 
IEE/CE 
LCLP 
L/C 
L/COM 
MSE 
NBK 
OPEZ 
POO 
PID 
PMU 
PP 
PSC 
PSSP 
S.llli 
S.A.P 
SOFIDE 
SONAS 
USAID 
UNDP 

PRIVATE SECTOR SUPPORT PROGRAM (660-0120) 

List of Acronyms 

African Economic Policy Reform Program 
Association des Femmes Commercantes Zairoises 
African Graduate Fellowship Program 
Agency for International Development 
Association Nationale des EntrepriL~s Zairoises 
Bangue Continentale Africaine au Zafre 
Bangue de Credit Agricole 
Bangue Commerciale zafroise 
Bangue du Peuple 
Bank du Zaire (Central Bank) 
Bureau d'Encouragement au neveloppement des Petites Entreprises 
Bangue Internationale de I Afrigue au Zaire 
Balance of Payments 
Bangue Commerciale Zafroise du Commerce Exterieur 
Country Development Strategy Statement 
Commodity Import Program 
Counterpart Fund 
Development Fund for Africa 
Financial Sector Adjustment Credit (World Bank) 
Government of ZaIre 
Human Resources Development in Africa Project 
International Finance Corporation 
International Labor Organization 
International Monetary Fund 
Industrial Sector Adjustment Credit 
Initial Environm:..ntal Examination/Categorical Exclusion 
Local Currency Loan Progr~~ 
Letter of Credit 
Letter of Commitment 
Medium and Smaller-Scale Enterprises 
Nouvelle Bangue de Kinshasa 
Office for Promction of Small Ente~prise 
Project Design and Operations Office - USAID/Kinshasa 
Project Identification Document 
Project Management Unit 
Project Paper 
Personal Services Contractor 
Private Sector Support Project 
Structural Adjustment Loan (World Bank) 
Structural Adjustment Program 
Societe Financiere de Developpment (development bank) 
Societe Nationale d'Assurances (National Insurance Company) 
United States Agency for International Development 
United Nations Development Program 
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Grant: 

Grantee: 

Implementing Agency: 

1. The Problem. 

EXroJTIVE SUMMARY 

$40.0 million for disbursement over three years with 
$16,000,000 to be oblig~ted in FY 1989. 

Government of Zaire (GOZ) 

Office of the Minister of Plan. 

The Zairian economy is in a recession characterized by high inflation, 
foreign exchange shortages, and decreasing production of manufactured goods. 
Manufacturing has declined relatively from 8 percent of GDP in 1970 to 6.2 
percent of GDP in 1984 and absolutely over the same period by almost 20 
percent in real terms. The private sector must playa leading role in Zaire's 
economic recovery. However, medium and smaller-scale manufacturing 
enterprises are operating at average capacity levels below 50 percent. They 
are constrained by a lack of working capital (both foreign exchange and local 
currency) which prevents them from purchasing adequate raw materials, spare 
parts, and replacement equipment. Longer term credit for expansion is 
unavailable. Therefore, they can neither operate at profitable levels of 
capacity nor expand. Commercial banks are unable and unwilling to meet thesp. 
needs because of high inflation, foreign exchange shortages and a wide gap 
between official and parallel foreign exchange rates. Further, because of 
rigid credit ceilings, steep reserve requirements, and negative interest 
rates, banks have few economic incentives to seek greater private deposits and 
thus increase local resources for lending. 

At the micro-economic level, workers in the productive sector are in 
danger of losing their jobs because of the long period of declining economic 
activity. Urban and rural consumers lack basic consumer goods, such as soap, 
cloth, matches, basic wood and metal products. Farmers have less demand for 
food and other agro-industrial products, such as jute and palm oil and 
therefore less incentives to produce. Distributors and wholesalers who sell 
MSE products have fewer goods to sell and less credit by which to market 
them. Finally, smaller enterprises which provide ancillary goods and services 
to larger companies find less demand for their products. 

Other AID-financed interventjons targeted on agriculture, transport, and 
health are threatened. Without al1 expanding private sector boosting 
production and income, revenues cannot increase to pay for road maintenance, 
agricultural extension, health care systems and other essential public 
services and investments. Unless these public investments can be made, the 
impacts of specific development projects cannot be sustained after projects 
end. 

2. The PriVate Sector Support Program (PSSP) 

The PSSP's purpose is to restructure the Zairian commercial banking sector 
to enable it to support productive investment by medium and smaller-scale 
enterprises (MSEs). The PSSP will help reverse the decline in industrial 
production and re-establish demand and supply linkages between urban and rural 
areas. 
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The program will facilitate restructuring and reform of the commercial 
banking sector to support more productive investment by MSEs. As these 
financial sector reforms are taking effect, foreign exchange and local 
currency financing under a CIP mechanism will enable medium and smaller-scale 
enterprises in Zaire to purchase raw materials, spare parts, and replacement 
equipment and thus utilize idle plant capacity. Local currency financing will 
encourage MSEs to utilize more local products such as jute for making 
agricultural sacks and palm oil for soap production. Commercial bank 
financing of MSEs will occur at market rates of interest. 

Rejuvenation of Zaire's manufacturing industries is essential to Zaire's 
economic recovery. In addition to using and processing local products, local 
industries also produce and distribute basic consumer goods throughout the 
country. To recover and expand, the Zairian private sector requires an 
effective commercial banking sector. Financial sector reforms under the PSSP 
will result in increased credit to private enterprises through two means. 
First, through monetary policy changes such as reduced reserve requirements 
and remuneration of reserves, commercial banks will enjoy an improved 
incentive framework for mobilization of private savings. Second, because of 
experience during the program with MSE lending and because of a growing level 
of domestic financial resource mobilization, participating banks will begin to 
provide term credit to a wider range of enterprises as defined by size, sector 
of activity, and geographic location. 

A full program of studies, annual impact surveys, and evaluations at both 
sectoral and micro-levels will collect gender-disaggregated data and track 
beneficiaries, expansion of rural-urban linkages, and other program impacts. 
Results of these studies and surveys will identify other constraints to 
private sector and particularly small-scale and women-owned enterprise 
development that can be addressed through other interventions. 

1) Beneficiaries 

Medium and smaller enterprises (MSEs) recelvlng financing from commercial 
banks will increase their production, capacity utilization, and 
profitability. The ultimate beneficiaries of the program are the workers in 
private enterprise borrowers, consumers, and smaller urban and rural 
producers. These beneficiaries will receive, respectively, increased 
employment and income, wider distribution of basic consumer goods at lower 
prices, and improved urban markets for the agricultural and other products 
they produce. 

Workers in MSEs receiving credit will receive higher salaries, benefits, 
and further training opportunities. Urban and rural consumers will enjoy 
broader access to basic consumer goods (such as soap, basic wood and metal 
products, and cloth) throughout the country. Smaller distributors and 
wholesalers linked to MSE borrowers will benefit from more goods to sell and 
renewed distributor credit to assist sales. Smaller suppliers and 
subcontractors for MSEs, including farmers, who supply agro-industrial 
products (such as jute and palm oil for the manufacture of agricultural sacks 
and soap), will enjoy more demand for their products and services. 
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2) Addressing Foreign Exchange Shortage And Short-Term Credit Cons:raints 

The program will provide $35 million in foreign exchange and $13.5 
million in local currency for short-term and medium-term lending by commercial 
banks to medium and smaller-scale Zairian private enterprises. The 
availability of significant additional amounts of foreign exchange and local 
currency for lending will help stabilize the market for foreign exchange and 
encourage further liberalization. Private sector activity will increase while 
financial sector reform and development are occurring. The foreign exchange 
will be used to import essential raw materials, spare parts, and equipment. 
Local currency will be used to purchase similar materials available locally or 
for agricultural buying campaigns and will help re-establish rural-urban 
linkages as well as increase demand for agricultural products. 

Participating private enterprises drawing on the program's foreign 
exchange or Counterpart Funds must repay the Counterpart Fund in local 
currency. The banks will originate and guarantee short- and mediumr·term local 
currency loans made from the CPF to the enterprises to pay for local costs. 
The banks' repayment obligations to the Counterpart Fund will be independent 
of the repayment of the borrowers' loans, so the banks will bear the 
commercial lending risk. The terms of repayments to the Counterpart Fund will 
cover credit terms established by the banks. Participating local commercial 
banks will open letters of credit for imports in a Commodity Import Program 
(CIP) process, and will collect local currency repayments from borrowers on 
behalf of the Counterpart Fund. U.S.-based banks selected for the Project 
will provide letter of credit confirmation services and effect payment to 
exporters on the basis of AID/W issued Bank Letters of Commitment. 

Furthermore, the program will provide long and short-term technical 
assistance to monitor commercial bank financing of private enterprises and to 
identify further obstacles to domestic resource mobilization and allocation to 
the private sector. As measures are identified to deal with these problems, 
they will be included in future years of the PSSP or in future projects. 

3) Restructuring the ~inancial Banking Sector 

The program will facilitate development of the financial sector, which by 
the end of the program will be able to more efficiently mobilize and allocate 
financial resources to private enterprises. The program will support the 
process of financial sector reform through policy conditionality and by 
promoting mutual consultation between the GOZ and USAID on progress and 
performance in meeting the objectives and elements of the financial sector 
development program. Commitments of funds for imports will occur in tranches 
in coordination with progress in the financial sector development program. 

This component will provide resources of $5 million in project funds and 
$1.5 million in local currencies for technical assistance, studies, fiduciary 
bank serVices, audits, and evaluation. These resources will help the GOZ 
implement its financial sector reform program that will provide the overall 
structure and incentives for the commercial banking system to mobilize 
resources [or on-lending to the private sector. 

The GOz, through its central bank, the Bank of Zaire (BDZ), has agreed 
that the united States will, in the context of the Private Sector Support 
Project, participate in formulating and assisting the financial sector 
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development program. There will occur regular consultations to implement this 
participation in the framework of the FSAC. Close contact with the private 
commercial banks will continue to be maintained. 

Prior Actions 

Prior to signature of the grant agreement, the GOZ must have taken 
substantial measures manifesting its intention to continue its overall 
macroeconomic program of structural reform and adjustment. 
Specifically, the GOZ will have taken the following prior actions: 

- Reduction in the gap between the official and parallel exchange rates, 
particularly through devaluation of the official exchange rate; 

- Reduction of the gap between inflation and the Bank of zaire's 
interest rates on advances to commercial banks, particularly through 
increases in nominal interest rates. 

- Revisions in taxes and in tax administration to progressively reduce 
the GOz's budget deficit. 

The policy reform program under the PSSP will consist of three parts. 

o Commitments by the GOZ to specific objectives in financial sector 
development and to U.S. participation in designing and supporting this 
program will be conditions precedent to the initial release of funds for 
import financing. 

o Specific measures promoting domestic resource mobilization by banks and 
allocation of these resources to the private sector will be conditions 
precedent to subsequent releases of program funding. Two of the 
priority areas for conditionality are: 1) promoting a more active money 
market among banks and other financial institutions, so as to establish 
truly market-deterrriined interest rates, and (2) improving the incentive 
framework for banks to mobilize a larger share of national liquidity and 
thereby expand credit available to the private seclor. 

Basic covenants will establish the macro-economic framework required for 
the PSSP to succeed, including provisions for control of the deficit and 
liberalization of prices, interest rates, and exchange rates. 

The GOZ and USAID will consider conditionality recommendations and actions 
to be taken in future years. Bank of Zaire interest rates, lending policies, 
reserve requirements and credit ceilings will be areas of discussion. 
Requirements for progress in areas of particular interest to AID will be 
conditions for subsequent releases of funding under the PSSP. The policy 
reform program will be supported by technical assistance, training and 
targeted research. 

Program Management 

Local commercial banks participating in the PSSP will offer foreign 
exchange facilities to eligible private sector importers using Commodity 
Import Program (eIP) mechanisms. USAID's management system for this type of 
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operation has been developed through a series of three CIPs. A local bank 
acting as fiduciary will be contracted to manage local currency repayments to 
the Counterpart Fund anc disbursements under the Local Currency Lending 
Program. A consulting finn with audit capabilities will monitor progress, 
results, and impacts of bank lending to MSEs under an institutional contract. 
Technical assistance for financial sector development and reform activities 
will be provided by long-term PSC and IQC mechanisms. 

USAID staff will focus on (1) policy dialogue, (2) monitoring GOZ 
performance in satisfying conditionality, (3) formulating conditionality for 
subsequent tranched release of funds, (4) modifying reform targets and 
timetables to meet current conditions, (5) monitoring commodity transaction 
(6) managing studies and analyses to determine 'he actual impacts and 
implications of program activities and conditiondlity, and (7) managing the 
performance of the principal contractors in meeting program objectives. 
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1. PROORAM RATIONALE AND OESCRIPl'lON 

USAlO/Zaire proposes to provide $40 million to restructure the 
Zairian commercial banking sector and enable it to support productive 
investment by medium and smaller-scale enterprises (MSEs). Of the $40 
million, $35 million will be provided in non-project assistance under a ClP, 
and $5 million will be provided for technical assistance, studies, and 
evaluations. 

1.1. The Problem 

The Zairian economy is in a recession characterized by high 
inflation, foreign exchange shortages, and decreasing production of 
manufactured goods. Manufacturing has declined relatively from 8 percent of 
GOP in 1970 to 6.2 percent of GDP in 1984 and absolutely over the same period 
by almost 20 percent in real terms. The private sector must playa leading 
role in zaire'S economic recoveLY. However, Jredium and smaller-scale 
manufacturing enterprises are operating at average capacity levels below 50 
percent. They are constrained by a lack of working capital (both foreign 
exchange and local currency) which prevents them from purchasing adequate raw 
materials, spare parts, and replacement equipment. Longer term credit for 
expansion is unavailable. Therefore, they can neither operate at profitable 
levels of capacity nor expand. Commercial banks are unable and unwilling to 
meet these needs because of high inflation, foreign exchange shortages and a 
wide gap between official and parallel foreign exchange rates. Further, 
because of rigid credit ceilirlgs, steep reserve requirements, and negative 
interest rates, banks have few economic incentives to seek greater private 
deposits and thus increase local resources for lending. 

~t the micro-economic level, workers in the productive sector are in 
danger of losing their jobs because of the long period of declining economic 
activity. Urban and rural consumers lack basic consumer goods, such as soap, 
cloth, matches, basic wood and metal products. Farmers have less demand for 
food and other agro-industrial products, such as jute and palm oil and 
therefore less incentives to produce. Distributors and wholesalers who sell 
MSE products have fewer goods to sell and less credit by which to market 
them. Finally, smaller enterprises which provide ancillary goods and services 
to larger companies find less demand for their products. 

other AID-financed interventions targeted on agriculture, transport, and 
health are threatened. without an expanding private sector boosting 
production and income, revenues cannot increase to pay for road maintenance, 
agricultural extension, health care systems and other essential public 
services and investments. Unless these public investments can be made, the 
impacts of specific development projects cannot be sustained after projects 
end. 

Zaire embarked upon a far-reaching economic stabilization and liberalization 
program in 1983 in an attempt to overcome a long and severe economic crisis. 
The GOZ adopted many important policy reform measures. While adoption of 
these measures has often been unpopular and difficult - and progress in 
implementation uneven - the GOZ is determined to continue and expand its 
reform program. 
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Zaire, like most developing countries, depends upon a limited number of 
mineral and agricultural products for its foreign exchange earnings. While 
output response to the policy measures adopted under the reform program have 
been positive, international price movements have negated much of the foreign 
exchange gain expected from increased export quantities. This factor, 
combined with continued heavy debt repayment levels, has resulted over the 
past year in foreign exchange shortages. There is currently estimated to be a 
minimum structural shortage of roughly $10 million per month in short term 
trade credit, which banks could provide to the private sector if the foreign 
exchange were available. 

Credit, which plummeted to one-third its 1974 level in 1982, has 
essentially stagnated since the beginning of the current stabilization program 
in 1983. This is partly the result of continued high and fluctuating 
inflation, which increases the risks of credit and has driven most firms back 
to self-financing of their operations. Restrictive credit policies adopted to 
stabilize total liquidity and inflation have also severely limited commercial 
banks' ability to extend creJit. zairian banks are subject to strict credit 
ceilings and are required to keep an interest-free reserve in the central bank 
equal to fifty percent of their short-term deposit base. Term credit is 
available only from the development bank. Due to high inflation and thin 
credit markets, interest rates, although no longer under government control, 
are not responsive to supply and demand. Several financial institutions need 
rehabilitation, although the core of the private commercial banking sector is 
sound. Zairian banks serve mainly as foreign-exchange dealers, concentrating 
primarily on very short-term trade financing, and limit their lending mainly 
to short-term advances to preferred clients. 

1.2 The Private Sector Support Program (PSSP) 

The PSSP' s purpose is to restructure the . 'airian commercial banking sector 
to enable it to support productive investment by medium and smaller-scale 
enterprises (MSEs). The PSSP will help reverse the decline in industrial 
production and re-establish demand and supply linkages between urban and rural 
areas. 

The program will facilitate restructuring and reform of the commercial 
banking sector to support more productive investment by MSEs. As these 
financial sector reforms are taking effect, foreign exchange and local 
currency financing under a CIP mechanism will enable medium and smaller-scale 
enterprises in Zaire to purchase raw materials, spare parts, and replacement 
equipment and thus utilize idle plant capacity. Local currency financing will 
encourage MSEs to utilize more local products such as jute for making 
agricultural sacks and palm oil for soap production. Commercial bank 
financing of MSEs will occur at market rates of interest. 

Rejuvenation of Zaire's manufa~turing industries is essential to zaire's 
economic recovery. In addition to using and processing local products, local 
industries also produce and distribute basic consumer goods throughout the 
country. To recover and expand, the Zairian private sector requires an 
effective commercial banking sector. Financial sector reforms under the PSSP 
will result in increased credit to private enterprises through two means. 
First, through monetary policy changes such as reduced reserve requirements 
and remuneration of reserves, commercial banks will enjoy an improved 
incentive framework for mobilization of private savings. Second, because of 
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experience during the program with MSE lending and because of a growing level 
of domestic financial resource mobilization, participating banks will begin to 
provide term credit to a wider range of enterprises as defined by size, sector 
of activity, and geographic location. 

A full program of studies, annual impact surveys, and evaluations at both 
sectoral and micro-levels will collect gender-disaggregated dta and track 
beneficiaries, expansion of rural-urban linkages, and other program impacts. 
Results of these studies and surveys will identify other constraints to 
private sector and particularly small-scale and women-owned enterprise 
development that can be addressed through other interventions. 

1) Beneficiaries 

Medium and smaller enterprises (MSEs) recelvlng financing from commercial 
banks will increase their production, capacity utilization, and 
profitability. The ultimate beneficiaries of the program are the workers in 
private enterprise borrowers, consumers, and smaller urban and rural 
producers. These beneficiaries will receive, respectively, increased 
employment and income, wider distribution of basic consumer goods at lower 
prices, and improved urban markets for the agricultural and other products 
they produce. 

workers in MSEs receiving credit will receive higher salaries, benefits, 
and further training opportunities. urban and rural consumers will enjoy 
broader access to basic consumer goods (such as soap, basic wood and metal 
products, and cloth) throughout the country. Smaller distributors and 
wholesalers linked to MSE borrowers will benefit from more goods to sell and 
renewed distributor credit to assist sales. Smaller suppliers and 
subcontractors for MSEs, including farmers, who supply agro-industrial 
products (such as jute and palm oil for the manufacture of agricultural sacks 
and soap), will enjoy more demand for their products and services. The 
program will monitor and evaluate benefits and effects on the following: 

Consumers: Access to foreign currency through the program will enable 
target MSEs to import essential raw materials and spar~ parts, thus lowering 
unit costs of production. These savings should be passed on to the consumer 
because many companies compete with imports and also face declining purchasing 
power due to inflation. 

Employees: Manufacturing companies provide a training ground for 
mechanics, engineers and office workers. This on-site training is of superior 
quality compared to other training resources in Kinshasa. MSEs are also a 
source of stable, long term employment in a rapidly expanding urban economy. 
Benefits for workers include dispensaries, medicines, payment of culturally 
important expenses such as fUnerals and marriages, retirement benefits, and 
access to food at below-market prices. 

Subcontractors: Medium scale companies subcontract work to smaller 
enterprises such as printshops, wholesale food traders, laundry and transport 
services. 

Marketing and Distribution Chain: Many companies have national 
distribution networKs; some have branch factories in the interior. Most 
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companies iJu.ve recently cut back or eliminated distributor credit. Increased 
access to local currency enables companies to reestablish distributor credit, 
thUG expandjng their distribution networks. 

Links to Agriculture and Rural Areas: Most companies in the medium size 
range either operate in Kinshasa or have t~eir headquarters there. The direct 
impact of the PSSP, therefore, will be felt in the large population center of 
the Kinshasa Region. With increased access to credit, those medium scale 
industries with branch factories and national distribution will be able to 
expand their activities in the interior. 

Some companies have direct links with agriculture or buy raw materials 
in rural areas, specifically those producing building materials and 
foodstuffs. One company provides credit to traders for agricultural buying 
campaigns. special studies for the PSSP will show how to strengthen these 
supply links. The local currency loan component will also provide credit for 
agricultural campaigns. 

Specific MSE examples 

Specific examples from background studies carried out for the program 
design illustrate the PSSP's range of benefits and linkages to smaller 
producers and other sectors A medium-sized brick company called BRIKIN 
manufactures bricks and tiles from local materials and needs credit to operate 
at a profitable level of capacity. BRIKIN has been in business since 1949 and 
exports bricks to the Congo and the Central African Republic as well as 
supplying the zairian construction industry. 

A food products company known as VAP (Victoria Assorted Products) 
manufactures various types of food products, including il weaning food using 
locally produced corn. VAP distributes its products throughout Zaire and 
purchases its corn from a Zairian PVO based in the Equateur Region. Credit, 
combined with the new machinery it has recently purchased, will enable VAP to 
expand its production of weaning food and other products. 

TREFILKIN, a producer of basic metal products such as wire mesh, fencing, 
and nails, needs credit to expand its line of products to include galvanized 
tin roofing, widely used in Zaire. TREFILKIN also sells fencing to larger 
agricultural producers in the interior of Zaire. 

MAZAL manufacturers matches using local wood as well as imported raw 
materials. MAZAL's marketing chain includes a variety of distributors, 
including street vendors, many of whom are women. Three of the company's 
wholesale clients are also women. The company needs credit for machinery to 
begin manufacturing match boXes locally instead of importing them. 

The only factory in Zaire with research facilities, PENAZA is owned by a 
Zairian woman who took over ownership from Belgians in the mid-1970s. PENAZA 
has production facilities in Kisangani, Likasi, and Lubumbashi as well as in 
Kinshasa and distributes its products through hardware stores allover the 
country. Because of the lack of credit, however, the company has had to 
reduce distributor credit from 90 to 30 days. The company uses local soy oil, 
copal, and cement as well as imported raw materials. 

31 
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As a manufacturer of jute sacks, TISSAKIN has extensive links with the 
agricultural sector, especially small jute farmers in the Bandundu Region and 
traders who buy the jute for the company. In producing the sacks, which are 
essential for marketing of a wide range of agricultural products, TISSAKIN 
mixes higher quality imported jute from Bangladesh (1/4 of the total jute 
used) with local jute. Because the company is unable to provide sufficient 
credit to traders for purchasing local jute, the traders are slow in buying 
from farmers, who then have less incentive to gather more jute. Moreover, 
TISSAKIN competes with sacks imported from Bangladesh. 

These examples illustrate the variety of demand and supply linkages local 
Zairian companies have with rural and urban producers, consumers, 
distributors, and even micro market vendors. All of these companies are 
established companies with substantial idle capacity. Sufficient credit for 
local and imported raw materials and equipment could quickly expand these 
companies' operating capacities and benefit their employees and consumers as 
well as smaller-scale suppliers and distributors. 

2) Addressing Foreign Exchange Shortage And Short-Term Credit Constraints 

The program will provide $35 million in foreign exchange and $13.5 
million in local currency for short-term and medium-term lending by commercial 
banks to medium and smaller-scale Zairian private enterprises. The 
availability of significant additional amounts of foreign exchange and local 
currency for lending will help stabilize the market for foreign exchange and 
encourage further liberalization. Private sector activity will increase while 
financial sector reform and development are occurring. The foreign exchange 
will be used to import essential raw materials, spare parts, and equipment. 
Local currency will be used to purchase similar materials available locally or 
for agricultural buying campaigns and will help re-establish rural-urban 
linkages as well as increase demand for agricultural products. 

Participating private enterprises drawing on the program's foreign 
exchange or Counterpart Funds must repay the Counterpart Fund in local 
currency. The banks will originate and guarantee short- and medium-tenn local 
currency loans made from the CPF to the enterprises to pay for local costs. 
The banks' rp.payment obligations to the Counterpart Fund will be independent 
of the repayment of the borrowers' loans, so the banks will bear the 
commercial lending risk. The terms of repayments to the Counterpart Fund will 
cover credit terms established by the banks. Participating local commercial 
banks will open letters of credit for imports in a Commodity Import Program 
(CIP) process, and will collect local currency repa~~ents from borrowers on 
behalf of the Counterpart Fund. U.S.-based banks selected for the Program 
will provide letter of credit confirmation services and effect payment to 
exporters on the basis of AID/W issued Bank Letters of Commitment. 

Furthermore, the program will provide long and short-term technical 
assistance to monitor commercial bank financing of private enterprises and to 
identify further obstacles to domestic resource mobilization and allocation to 
the private sector. As measures are identified to deal with these problems, 
they will be included in future years of the PSSP or in future projects. 
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3) Restructuring the Financial Banking Sector 

The program will facilitate development of the financial sector, which by 
the end of the program will be able to more efficiently mobilize and allocate 
financial resources to private enterprises. The program will support the 
process of financial sector reform through policy conditionality and by 
promoting mutual consultation between the GOZ and USAID on progress and 
performance in meeting the objectives and elements of the financial sector 
development program. Commitments of funds for imports will occur in tranches 
in coordination with progress in the financial sector development program. 

This component will provide resources of $5 million in project funds and 
$1.5 million in local currencies for technical assistance, studies, fiduciary 
bank services, audits, and evaluation. These resources will help the GOZ 
implement its financial sector reform program that will provide the overall 
structure and incentives for the commercial banking system to mobilize 
resources for on-lending to the private sector. 

The GOz, through its central bank, the Bank of zaire (BDZ), has agreed 
that the United States will, in the context of the Private Sector Support 
Program, participate in formulating and assisting the financial sector 
development program. There will occur regular consultations to implement this 
participation in the framework of the FSAC. Close contact with the private 
commercial banks will continue to be maintained. 

Prior Actions. 

Prior to signature of the grant agreement, the GOZ must have taken the 
substantial measures manifesting its intention to continue its overall 
macroeconomic program of structural reform and adjustment. Specifically, the 
GOZ will have taken the following prior actions: 

- Reduced in the gap between the official and parallel exchange 
rates, particularly through devaluation of the official exchange 
rate; 

- Reduced the gap between inflation and the Bank of zaire's 
interest rates on advances to commercial banks, particularly 
through increases in nominal interest rates. 

- Revised the GOZ tax collection procedures including custom taxes, 
tax administration, and an increase fuel taxes. 

The policy reform program under the PSSP will consist of three parts. 

o Commitments by the GOZ to specific objectives in financial sector 
development and to U.S. participation in designing and supporting this 
program will be conditions precedent to the initial release of funds for 
import financing. 

o Specific measures promoting domestic resource mobilization by banks and 
allocation of these resources to the private sector will be conditions 
precedent to subsequent releases of program funding. Two of the 
priority areas for conditionality are: 1) promoting a more active money 
market among banks and other financial institutions, so as to establish 
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truly market-determined interest rates, and (2) improving the incentive 
framework for banks to mobilize a larger share of national liquidity and 
thereby expand credit available to the private sector. 

o Basic covenants will establish the macro-economic framework required for 
the PSSP to succeed, including provisions for control of the deficit and 
liberalization of prices, interest rates, and exchange rates. 

The GOZ and USAID will consider conditionality recommendations and actions 
to be taken in future years. Bank of Zaire interest rates, lending policies, 
reserve requirements and credit ceilings will be areas of discussion. 
Requirements for progress in areas of particular interest to AID will be 
conditions for subsequent releases of funding under the PSSP. The policy 
reform program will be supported by technical assistance, training and 
targeted research. Refer to Section 6, COnditions and Covenants for a more 
detailed discussion of the conditionality. 

(4) Program Management 

Local commercial banks participating in the PSSP will offer foreign 
exchange facilities to eligible private sector importers using Commodity 
Import Program (CIP) mechanisms. USAID's management system for this type of 
operation has been developed through a series of three CIPs. A local bank 
acting as fiduciary will be contra~ted to manage local currency repayments to 
the Counterpart Fund and disbursements under the Local Currency Lending 
Program. A consulting firm with audit capabilities will monitor progress, 
results, and impacts of bank lending to MSEs under an institutional contract. 
Technical assistance for financial sector development and reform activities 
will be provided by long-term PSC and IQC mechanisms. 

USAID staff will focus on (1) policy dialogue, (2) monitoring GOZ 
performance in satisfying conditionality, (3) formulating conditionality for 
subsequent tranched release of funds, (4) modifying reform targets and 
timetables to meet current conditions, (5) monitoring commodity transaction 
(6) managing studies and analyses to determine the actual impacts and 
implications of program activities and conditionality, and (7) managing the 
performance of the principal contractors in meeting program objectives. 

1.3 PSSP Relationships with National Development Objectives and 
Strategies 

The Private Sector Support Program has been designed to take into account 
fundamental GOZ, IMF/World Bank, and USAID development objectives in general, 
and banking sector reform and private sector dp.velopment goals in particular. 

(1) COnformity Of PSSP with zaire's Development strategy And Programs 

The GOZ's economic program until 1976 concentrated on taking control of 
Zaire's economic assets from expatriate owners -- nationalization in the 
mining sector, Zairianization in agroindustry and commerce -- and on 
large-scale public investments -- a steel mill and very large-scale 
energy-sector Frojects. This program was brought to a halt by the decline in 
the terms of trade, the poor performance of both public sector and Zairianized 
industries, and the costs of the defense of the Shaba region from armed 
incursions in 1977 and 1978. Annex 3, The Economic Analysis, discusses these 
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developments in more detail. 

After a transitional period, the GOZ began to focus on economic 
stabilization. There are several aspects to this stabilization program. 

o The GOZ has tried to adjust its fiscal program to its reduced 
resources. The GOZ signed its first Stand-By Agreement with the IMF in 
1976. The current stand-By Agreement, approved in 1987, is Zaire's 
seventh. Each program has concentrated heavily on raising fiscal 
revenues and controlling spending. 

o The growth of private credit has also been controlled in the framework 
of the stand-By Agreements. 

o The GOZ is encouraging the private sector to playa more important role 
in production and commerce, concentrating public sector activities on 
infrastructure, social programs and specified state enterprises such as 
copper mining. Retrocession of Zairianized and nationalized enterprises 
started in 1976. Most agricultural marketing parastatals were 
eliminated in a reorganization in 1978. Privatization is an element of 
the Structural Adjustment Program. 

o The GOZ in 1983 began the current and ongoing economic stabilization 
program which has focused on liberalization of the regulatory framework 
for the private sector. The GOZ has eliminated controls on agricultural 
and manufactured con~odity prices as well as on imports, although 
implementation of decontrol has not been complete. Exchange rates were 
freed from control from 1984 through 1986. Since exchange rate control 
was resumed in October, 1986 the currency has been devalued regularly in 
an attempt to keep pace with parallel market rates. Controlled fuel 
prices have been adjusted several times since August, 1987 to ensure 
that costs are covered. Repatriation of profits is now allowed. Import 
tariffs are being made more uniform, encouraging more use of local 
resources in production and consumption. 

Despite continuing pressure on the balance of payments, the GOZ is moving 
ahead with a Structural Adjustment Program, of which the phases inaugurated in 
1986 and 1987 focus primarily on tariff, civil service, privatization and 
parastatal management reforms. 'I'he continuation of this program in 1988 and 

, 1989 is planned to emphasize three areas that have been under study for some 
time: small and medium enterprises, the financial sector, and agriculture. 

The Private Sector Support Program also has the medium-term objective of 
developing improved commercial banking services to medium-size and smaller 
private enterprises (MSEs), a group whose businesses are smaller in size than 
the banking system's current clientele. This objective corresponds to two of 
the three emphases in the Structural Adjustment Program: the financial sector 
and small and medium enterprises. 

With respect to the financial sector, the joint World Bank and the IMF 
have initiated discussions in financial sector development and credit policy 
as part of the 1987 Structural Adjustement Program. Under this program, the 
requirement for Bank of Zaire approval of agricultural and medium term loans 
was eliminated, agricultural interest rates were freed from control, 
allocation of credit ceilings was streamlined, and the turnover tax on 
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interest earnings was eliminated. Some progress was also made in discussing 
agricultural credit policy, regulating savings and credit cooperatives, and 
improving regulation of commercial banks. 

This financial sector element is to be expanded in 1988 through the World 
Bank's Financial Sector Adjustment Credit (FSAC). The overall objectives of 
the FSAC are to substitute indirect for direct regulation of the financial 
sector, to improve the mobilization of resources and to increase the 
availability of credit. The priorjty measures will be to improve control over 
the money supply and the working of credit and financial markets. Other 
measures will be taken to increase the stability of the financial system and 
to restructure cectain financial institutions. 

The Private Sector Support Program has been designed as an integral part 
of these efforts. It concentrates on the private commercial banking sector 
and th:: problem of increasing this sector's deposit base and lending volume in 
the context of the overall macroeconomic program's limitations on total 
liquidity in the economy. Discussions with the Bank of Zaire, G:.S well as with 
the World Bank, have encouraged this approach. They have also confirmed that 
financing mechanisms proposed in this program will not conflict with IMF 
stabilization targets and credit ceilings. The IMP will take account of the 
PSSP's projected level of activity in establishing with the BDZ credit 
ceilings. 

The GOZ has shown continuing interest in small and medium enterprise 
promotion as an important element in the Structural Adjustment Program 
evidenced by a series of roundtable discussions and new initiatives over the 
last year. A major activity in this field is the new World Bank Small 
Enterprise Promotion Project. The GOZ has also established an Office for 
Promotion of Small Enterprise (OPEZ) and has engaged in small enterprise 
projects with the UNDP and the French technical assistance agency, through 
OPEZ and the national chamber of commerce, ANEZA. The two development banks, 
SOFIDE and the Agricultural Development Bank (BCA), also have small and medium 
enterprise promotion among their objectives. 

While USAID has supported OPEZ, SOFIDE, and the BCA with training and some 
Counterpart Fund deposits, the Private Sector Support Program proposes a 
purely private sector approach to promotion of MSEs. Discussions with the 
Prime Minister's Office, the Planning Ministry and the directors of all major 
departments of the BDZ (studies, credit, banking supervision, and the Small 
Enterprise Development Office) have indicated the GOZ's strong interest in 
this effort. 

(2) Relationship Of The PSSP To AID Strategy 

The World Bank has requested that donors to zaire shift assistance into 
faster disbursing modes to the extent possible. The World Bank itself adopted 
a major program assistance strategy for Zaire in 1985, which has resulted so 
far in two major program loans, the Industrial Sector Adjustment Credit (ISAC) 
in 1986 and the Structural Adjustment Loan (SAL) in 1987. Several other 
donors are co-financing these programs or supporting them through informally 
linked assistance to the balance of payments. The Paris Club of official 
creditors to the GOZ granted exceptional rescheduling terms to Zaire in 1987, 
a measure which the united States fully supported. 
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USAID/Zaire's CDSS dates from 1984, with an Update in early 1985. Since 
1984, USAID's strategy has placed increasing emphasis on balance of payments 
assistance, policy conditionality, and the private sector. This is evident in 
the CDSS Update of 1985 with its emphasis on ·stabilization support.· This 
emphasis was strengthened 
in 1986 by the Africa Bureau's allocation of AEPRP funds to Zaire for the 
structural Adjustment Support Grant (660-0121). 

USAID will propose a major three-year PL 480, Title 1/111, program for FYs 
1989-1991, in support of the balance of payments and policy reform promoting 
agricultural production and marketing. USAID is investigating the possibility 
of a privatization project for FY 1989, which could also be funded by the 
AEPRP if funds are available and allocated to Zaire. USAID will continue 
major projects in health, population, rehabilitation of rural roads, and 
agricultural production. However, for the benefits of these development 
projects to be sustained over time, the Zairian economy, and the private 
sector in particular must increase production, income, and revenues. with 
increased income and revenues, public services and investments can be 
maintained and expanded. 

USAID expects the new CDSS to be completed early in 1989 to continue to 
reflect a focus on private sector development. The mission considers the 
Private Sector Support Program a central element in this strategy, which is 
expected to include a set of interventions directed toward promoting private 
enterprise. The present program is expected to benefit mainly MSEs. Studies 
indicate that special, dedicated activities will be needed to reach 
micro-enterprises and address more fully women-in-development requirements. 
The Social Soundness Analysis, Annex 4, addresses these issues, including 
spread effects from the PSSP and special studies under the Program to better 
understand these sectors. USAID is considering small and micro-enterprise 
support under the Small Project Support Project (660-0125) scheduled for 
authorization in early FY 1989. 

The Private Sector Support Program continues USAID's strategy of using 
private commercial banks as implementing institutions in assisting the private 
sector. The PL 480 program and three CIPs (660-0100, 660-0103, and the 
~EPRP-financed CIP, 660-0121) have enhanced the Mission's familiarity and 
expertise with the private commercial banks in allocating external financial 
assistance to the private sector. CIP evaluations have found that this method 
is working well. This mechanism will, however, be elaborated further in the 
Private Sector Support Program. The program will seek to stimulate a wider 
range of banking services such as term credit to a new clientele of MSEs. 

The program's emphasis on the private sector, the financial sector, and 
MSEs fully reflects the mission's analysis of these as critical constraints on 
the objective of improving the standard of living of Zaire's poor majority. 
Progress in these areus is necessary to permit the Zairian economy to resume 
growth and to make up for the post-1974 income losses, which, as the CDSS 
points out, are at the root of many of the daily problems of the target 
population. 
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1.4 Relationship Of The PSSP To Development Fund For Africa (DFA) 
Legislation 

Among other objectives, Development Fund for Africa (DFA) legislation 
contained in the FY 1988 Continuing Resolution authorizes assistance: 

to help overcome shorter-term constraints to long-term development: 

to bring about appropriate sectoral structuring of the sub-Saharan 
economies: and 

to establish a favorable environment for individual enterprise and 
self-sustaining development. 

The Continuing Resolution further states that efforts at policy reform 
should take into account the need (1) to protect vulnerable groups and (2) the 
need for USAID to coordinate its programs with multilateral donors. The 
Conference Report states that Rsectoral support designed to alleviate specific 
policy, institutional, or resource constraints in a recipient country's 
economyR is appropriate and that such sectoral approaches should Rbe 
integrated into a single country strategy whose different components 
complement one another ..• R. 

The PSSP has been designed to target funds to the private sector rather 
than to the GOZ, and to medium-size rather than larger firm. The PSSP is also 
conditioned on the GOZ's implementation of financial sector reform. 
Consequently, the program's impact will improve the medium-term economic 
environment for increased employment and income, improved supplies of 
consumption goods, and improved urban markets for agricultural products. 

Success of the PSSP requires that the GOZ continue with its efforts to 
reduce inflation as well as the budget and balance of payments deficits. 
without reasonable macroeconomic stability, the overall economy cannot 
function and specific development efforts in sectors such as agriculture and 
transport cannot succeed. Overall stability and economic recovery is 
essential to economic growth. Unless overall economic growth can occur, 
targeted efforts to help poorer and more vulnerable groups cannot be sustained. 

A renascence of the private manufacturing sector is essential to a 
broader economic recovery in Zaire. Local industries use and process local 
products such as jute and palm oil and produce basic consumer goods widely 
used throughout the country. Marketing and distribution of these inputs and 
consumer goods occur through rail, river, and road transportation networks. 
These manufacturing, marketing, and distribution activities by private 
enterprises depend on a banking system that can meet their financial 
requirements for working capital, investment, and other needs. Financial 
sector reforms under the PSSP are aimed at increasing credit through the 
banking system to the private sector by improving incentives for banks to 
mobilize private savings and by promoting more freely market-determined 
interest rates. 

The PSSP's objective of facilitating financial sector reform thus 
corresponds to the DFA and Continuing Resolution's objectives of (1) 
appropriate sectoral reform and (2) establishment of a favorable environment 
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for individual enterprise and self-sustaining development. Private 
enterprises cannot survive or develop without a financial system that meets 
their needs. Further, as discussions in this Section and Annex 3, Economic 
Analysis, make clear, USAID/Zaire has engaged in close consultation with the 
World Bank and other multilateral donors in developing this program. 

The FY 1988 Continuing Resolution's Conference Report language states 
that efforts at sectoral reform should form an integral part of AID country 
development strategies. CUrrently, USAID/Zaire's Action Plan objectives aim 
at: 

1. structural reform and policy dialogue; 

2. increasing agricultural production and productivity; 

3. improving farm-to-market access; and 

4. health and population. 

AID-financed projects in agriculture, transport, and health aim at 
benefitting specific target groups, mostly rural. USAID/Zaire's efforts in 
structural reform aim at overall economic recovery. General economic recovery 
and stabilization as well as a vibrant private sector are essential to the 
sustainability of these more targeted sectoral projects. Without growing 
urban demand and production, rural production and consumption cannot 
increase. Unless rural areas and urban centers are linked more closely 
through private and public transport services and networks, development 
projects will not reap their potential benefits. Without increased ability of 
individuals and government to pay for improved health serVices, health status 
cannot improve. General economic recovery and an effective commercial banking 
sector are essential to create a dynamic private sector that is healthy and 
growing and that will enable more targeted development interventions to 
succeed. The PSSP focuses on enabling the commercial banking sector to 
support more productive investment by MSEs, thereby assisting the private 
sector to recover and grow at a faster pace. 

The program also recognizes that structural and sector reform efforts 
can threaten vulnerable groups. The PSSP's planned monitoring and evaluation 
activities described in Sections 4 and 7 and Annex 6 discuss ways in which 
effects on vulnerable groups will be measured. A full program of studies, 
annual impact surveys, and evaluations at both sectoral and micro-levels will 
collect gender-disaggregated data and track beneficiaries, expansion of 
rural-urban linkages, and other program impacts. Results of these studies and 
surveys will identify other constraints to private sector and particularly 
small-scale and women-owned enterprise development that can be addressed 
through other interventions. 

Local currency generated from the PSSP will be deposited in a special 
account specifically for the PSSP and used to support the USAID/Zaire 
Operating Expenses Trust Fund and the bilateral portfolio. It is estimated 
that approximately $2.8 million equivalent will be used for the Trust Fund, 
$15.1 million for the health sector and $17.1 million for the agricultural and 
infrastructure sector. 
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Although recent guidelines for the use of DFA funds require that local 
currency be used in support of the proposed sector reform program, the Mission 
argues that an exception be made for this program for the reasons as discusseJ 
above and because the Mission continues to have one of the best records within 
the Africa Bureau for effective monitoring of local currency generations. The 
GAO as well as the Inspector General's Office have cited the Kinshasa Mission 
as exemplary in their programming and monitoring of local currency 
generations. Because local currency generations have been effectively 
programmed to support the bilateral portfolio, A.I;D. projects in Zaire have 
been implemented on a more timely basis when compared to delays experienced by 
other donors due to a lack of local currency generations. The Mission 
believes that because of this record and the recognized need to support the 
bilateral projects, an exception should be granted to allow local cu:rency 
generations to be used to support of the Mission's general project portfolio 
rather than used exclusively within the banking sector. 

1.5 The PSSP Design Process 

The PSSP Program Document draws on a three year period of intensive 
research, continuing dialogue with the GOZ, and close contacts with the World 
Bank, IMF, other bilateral donors and the commercial banks. 

The identification of needs of private sector beneficiaries was a 
fundamental starting point for the mission in developing the PSSP. An 
Investment Climate Assessment was completed in the fall of 1985 based on 
private sector interviews in Kinshasa and Lubumbashi. This survey identified 
the private sector's unsatisfied credit needs and lack of access to foreign 
exchange as the keys to highly under-utilized production facilities. The 
survey also highlighted the need for specific policy and operational reforms 
required if the private sector was to develop its potential. 

This original Investment Climate Assessment was followed by three more 
probing surveys of zaire's private sector in 1987 and 1988. Carried out by 
Coopers & Lybrand, these three studies were based on interviews and plant 
visits to over 160 medium and small private sector business and a series of 
working sessions with the major commercial banks - probably one of the most 
searching inquiries of the private sector yet conducted in Africa. See Annex 
2, Technical Analysis, for a summary of the findings and conclusions contained 
in these three reports. 

The Private Sector Support Program will continue and expand the policy 
dialogue initiated by USAID with the GOZ under the AEPRP-funded Structural 
Adjustment support Grant (660-0121). This grant supported a program of reform 
including: 

o A long-term program of tariff-rate rationalization to promote 
efficient import substitution; 

o Reduction of export formalities; 

o Continued implementation of exchange rate, import licensing, fuel 
9ricing, and price liberalization reforms initiated since 1983. 
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After program authorization in September, 1986, USAID participated in 
policy dialogue with the GOZ regarding exchange rates and fuel prices, which 
continued until steps taken at the end of March, 1987 permitted USAID to 
release the first tranche of funding. Dialogue has continued, especially 
concerning fuels. USAID has furnished the GOZ and other donors such as the 
IMP and the World Bank information and original analysis of fuel pricing and 
taxation, particularly with respect to eastern zaire where USAID is financing 
fuel imports under its Commodity Imports Program for agricuJtural marketing. 
Revision of the fuel price structure is expected in the near future. 

In the financial sector, USAID has been engaged in discussions with the 
Bank of zaire concerning the reserve requirement applied to Counterpart Fund 
(CPF) accounts since June, 1987, after the CPF was transferred from a 
non-interest bearing account at the C~ntral Bank to an interest bearing 
account at a commercial bank. At that time, the Bank of Zaire raised the 
reserve requirement on this account to 100 percent. This dialogue has become 
a multilateral discussion led on the donors' side by USAID and canadian 
Cooperation and including other donors. Dialogue has lead to an initial 
reduction in the CPF reserve requirement to 70 percent. Some of the subjects 
raised will continue to be discussed under the Private Sector Support Program 
using the lines of communication already developed with the Bank of Zaire's 
Managing Director, the Director of Studies, the Director of Credit, and the 
Director of Banking Supervision. 

The mission'S successful Commodity Import Program has resulted in close 
operational working relationships with commercial banks operating in zaire. 
All current participating commercial banks are seriously interested in 
continued involvement in the PSSP. The CIP has also directly involved the 
mission in relationships with U.S. based banks in import-export documentary 
credits operated under Letters of Commitment. These banking relationships and 
the proven working policies and procedures will continue in force under the 
CIP component of the PSSP. 

11 
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2. DISBURSEMENI' SCHEDULE AND FINANCIAL FLCM ESTIMATES 

The PSSP finances a $40 million grant from AID to restructure the Zairian 
commercial banking sector to enable it to support productive investment by 
medium and smaller-scale enterprises. Approximately $35 million of this 
amount will be utilized over a three year period for specified essential 
private sector imports utilizing credit arranged by participating local 
commercial banks in a Commodity Import Program format. The balance of $5 
million will be employed over a five year LOP for essential program 
management, technical assistance, audit fees, and special studies and 
evaluations. No dollar funds will be made directly available to, or pass 
through, any GOZ organizations, including the Bank of Zaire. 

The Mission plans to obligate $16,000,000 in the second quarter of FY 
1989 ($14,000,000 for the CIP and $2,000,000 for technical assistance), 
$16,000,000 in FY 1990, $7,000,000 in FY 1991, and $1,000,000 in FY 1992. In 
addition, the GOZ will contribute the local currency equivalent of $15 million 
for deposit to the CPF. These local currency contributions will come from 
funds currently being generated by other u.s. financed CIPs and PL 480 
programs. 

The PSSP will generate the local currency equivalent of $35.0 million 
collected by participating commercial banks from repayments of private sector 
businesses qualifying for the dollar foreign exchange commodity import 
program. These recoveries will be paid directly into the separate special 
account established for this program via a private local Fiduciary Bank under 
contract to USAID. 

The local currency counterpart fund generations from the PSSP's dollar 
commodity import program and the GOZ contributions will be jointly programmed 
under normal Mission CPF programming and budgeting policies and procedures. 
Earmarks will be made annually or as required for the PSSP's Local CUrrency 
Lending Program (LCLP) and for incentive programs currently under study for 
encouraging the banking sector to mobilize local currency deposits and expand 
local currency lending to the private sector utilizing its own internally 
generated resources. 

Reflows from local currency loans will return to the general U.S./Zaire 
CPF. Although further CPF contributions to the PSSP may be made in future 
years, reflows are not specifically earmarked for the PSSP. 

See Exhibit 2.1, Summary Cost Estimate and Financial Plan, which follows 
this page for a summary of the source and application of funds. 
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EXHIBIT 2.1 

SUMMARY cosr EsrIMATE AND FINANCIAL PLAN 

- PRIVATE S~R SUPPORT PROGRAM -

($000) 

SOURCE METHOD USAID GOZ* TOl'AL 
OF $ $ 

APPLICATION FINANCING 

l. COMMODITY IMPORT ($) BANK L/())M $35,000 $35,000 
LENDING (Z) DIRECI' L/COM 

2. LOCAL CURRENCY BANK LOAN 13,500 13,500 
LENDING 

3. PROGRAM MANAGEMENT DIRECf PAY 3,400 500 3,900 
15 Ply PSC PLUS 
LOCAL HIRE STAFF 

4. TA - POLICY REFORM/ DIREcr PAY 950 500 1,450 
MONITORING/STUDIES 
70 p/M 

5. ~'IDUCL~Y BANK DIRECf PAY 250 500 750 
SERVICES 

6. AUDITS DIREcr PAY 200 200 

7. EVALUATION DIREcr PAY 200 200 

TOl'AL $40,000 $15,000 $55,000 

* Equivalent in Local CUrrency 
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2.1 Methods of Financing 

Dollars will be disbursed directly to exporters by U.S. banks selected by 
project management. These banks will be reimbursed by the United states 
Government under Bank Letters of COmmitment. Alternatively, Direct Letters of 
COmmitment will be issued by USAID directly to suppliers/exporters in 
developing countries (as appropriate). The procedures, approval authorities, 
communication channels and reporting and control mechanisms for establishing 
Letters of Credit and insuring payments to suppliers are currently in place 
and working successfully as part of current Mission CIP programs. Consult 
Annex 7, Implementation Procedures for Private Sector Financing for further 
details. 

Personal Services Contracts and institutional AID contracts will be used 
to procure technical assistance and consulting, fiduciary and audit services. 
Normal competitive bidding practices will be followed in qualifying, awarding 
and contracting. 

2.2 Financial Accounting Mechanisms 

Disbursement, recovery and accounting of local currency counterpart funds 
used for local currency lending or bank incentive programs will be based on 
CPF allocations to the PSSP for such activities as authorized by the Mission 
as part of normal CPF budgeting and approval policies and procedures. The 
designated Fiduciary Bank will maintain the Counterpart Fund account. The 
Fiduciary Bank will be responsible for disbursement, collection, accounting 
and reporting for these funds on the basis of USAID policies, procedures and 
approval authorities and under terms of specific contractual agreements 
between the bank and USAID. 

Personal Services contracts will be negotiated with individuals selected 
for the PSSP Project Management unit. The USAID Control~.er will arrange 
direct payment. Short term technical assistance obtained from institutional 
contractors will be paid in the same manner. 

COntracts for specific services or consulting assignments - impact 
studies, policy surveys, program research and analysis, audits, monitoring, 
evaluation and fiduciary bank services - will be competitively tendered 
against specific work scopes, schedules and performance criteria prepared by 
the PSSP Project Management Unit. Payments will be made as appropriate from 
dollar or local currency funds by the USAID Controller against invoices 
approved by the Project Design and Operations Office and the Controller. 

Exhibit 2.2, Proje~tions Of Expenditures By Fiscal Year, which follows, 
shows forecast ex~:nditures by year and by major expenditure category. 

More detailed financial tables are found in Annex 8, Detailed Budget and 
Cost Estimates. 

Mx 
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EXHIBIT 2.2 

PROJECl'IONS OF EXPENDITURES BY FISCAL YEAR 

- PRIVATE SECl'OR SUPPORT PR(X;RAM -

TABLE I 

($000) 

EXPENDITURES YRI YR2 YR3 YR4 YR 5 TarAt 

USAID 

l. eIP $14,000 $15,000 $ 6,000 $35,000 
2. PROGRAM MANAGEMENT 600 650 660 740 750 3,400 
3. TECH ASSIST/STUDIES 185 245 205 175 140 950 
4. FIDUCIAH.Y BANK 50 50 50 50 50 250 
5. AUDITS 40 40 40 40 40 200 
6. EVh.WATIONS 50 75 75 200 

SUB roI'AL USAID $14,875 $16,035 $ 7,030 $ 1,005 $ 1,055 $40,000 

GOz* 

1. LOCAL CURRENCY LENDING $ 1,500 $ 3,000 $ 3,500 $ 4,000 $ 1,500 $13,500 
2. PR03RAl1 .''1ANAGEMENT 100 100 100 100 100 500 
3. TECH ASSIST/STUDIES 100 100 100 100 100 500 
4. FIDUCI~~Y BANK 100 100 100 100 100 500 

SUB 'I'O:'AL GOZ $ 1,800 $ 3,300 $ 3,800 $ 4,300 $ 1,800 $15,000 

'rorAL PSSP $16,675 $19,335 $10,830 $ 5,305 $ 2,855 $55,00U 

*DOLL~~ EQUIVALENT 

)~5 
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3. IMPLEMENTATION 

The implementation plan described below address the four key 
implementation elements: program management, program planning and scheduling, 
financial management, and program reporting. Reference should be made to 
important related annexes to this PP, in particular Annex 1, The Logframe 
Matrix, Annex 2, Technical Analysis, Annex 5, Administrative Analysis, and 
Annex 7, Implementation Procedures for Private Sector Financing. 

3.1 Program Participants Responsibilities And Relationships 

Participants in this process include the GOz, USAID, private commercial 
and fiduciary banks, private consulting and audit firms, and private sector 
businesses. Exhibit 3.1, Basic Program Objectives and Participating 
Organizations, portrays these basic pSSP objectives and relationships. 

o Donor/Grantee Policy Dialogue And The Role Of USAID Management 

The PSSP grant agreement be~ween the GOZ and AID will specify 
continuing high level policy dialogue and policy reform reviews 
over the life of the program. Responsibilities for these 
activities are placed with senior Mission management at the 
Director level and GOZ designated senior officials at ministerial 
and central bank levels. (Refer to Section 6, Conditions and 
Covenants, for discussion of the GOZ/AID consultative process 
envisioned. ) 

o Program Management And Related Advisory And Support Services 

The PSSP will be under the direct supervision of the Mis3ion's PDQ 
Division Chief. He will be responsible for providing policy 
guidance and direction to the PSSP Project Manager, who in turn 
will supervise a Financial Sector Economist, a Program Economist, 
and the CIP management unit. 

The PDQ Division Chief will receive advice and assistance from the 
Mission's existing Private Sector Advisory Committee augmented by 
the Controller and Legal Advisor. (Refer to Annex 5, 
Administrative Analysis.) 
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EXH.IBIT 3.1 

BASIC PROGRAM OBJECTIVES AND 
PARTICIPATING ORGANIZATIONS 

- PRIVATE SECTOR SUPPORT PROGRAM 

USAID 
PRIVATE SECTOR SUPPORT 

PROGRAM 

FINANCIAL SECTOR POLICY REFORM FX/LOCAL CURRENCY CREDIT 

J IHPROVED INVESTHENT CLIMATE ACCESS TO CREDIT 

PRIVATE SECTOR HSE 

DONOR 
AGENCIES 

COHJ.IERCIAL BANKS AND 

FIDUCIARY INSTITUTION 

1-/1 
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The PSSP Program Management Unit will be assisted by consulting, 
advisory and audit services provided by established consultancy and 
audit firms selected on the basis of competitive bidding against 
detailed scopes of work. 

o Participating Local Commercial Banks 

Participating commercial banks will be responsible for the purchase 
of PSSP dollar foreign exchange on behalf of private sector MSEs for 
the import of designated critical commodities. They will also be the 
vehicle for the counterpart fund local currency lending program. 

o Fiduciary Bank 

A fiduciary bank will be selected to provide a range of financial, 
coordinating, monitoring and reporting fUnctions for the PSSP special 
account and Local Currency Lending Program. 

o Private Sector MSE Borrowers 

Private sector borrowers who meet PSSP specifications and qualify 
under commodity import criteria will work directly with and through 
their participating commercial banks in accessing foreign exchange 
and local currency credit. Borrower-lender relationships will be 
agreed between the two parties. Participating banks bear full 
responsibility for credit decisions, collections and risks and will 
be held responsible for all repayments to the counterpart fund 
regardless of repayment status of the borrower. 

Exhibit 3.2, Project Structure, depicts the relationships and 
responsibilities described above. 

3.2 Pre-Implementation p~anning 

Four specific assignments were identified and assigned to outside 
consultants for completion during the PP design phase. 

o Specification of PSSP management information, control and 
reporting system requirements; 

o Conduct of a social soundness analysis including women in 
development issues; 

~/! ~lu 
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. EXHIBIT. 3. 2 

PR:GiW·1 STRUCTURE 

PRI VATE SECTOI~ SUPPORT PROGRAM 

GOZ . HSAI!> 

T 

, OC,\1. 
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MISSION PS~P 
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PRIVATE SECTOR ROGRAi..f HANAGEHF.N" ~ 
ADVISORY UNIT 

COHmTTEE 
::n:CI,\1. 

""'"- C( If!::III.') Ml'IS 

COHf-IERC I A L 
AND 

FIDUCIARY 
BANKS 

PRIVATE SECTOR 
BORROWERS 

BEST AVAILABLE DOCUMENT 
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o Consolidation of private sector surveys, identification of 
priority private sector borrower targets, and assessment of the 
size of the private sector borrower market and its absorption 
capacity and rate; 

o Update on the Zairian banking and finance system and its key 
participants. 

There are a number of AID specific requirements which are necessary 
prior to full program start up. 

o PAAD approved by AID/W. 

o PROAG signed between USAID/GOZ. 

o Contracting for technical services. 

o PIL(S) signed between USAID/GOZ including basic implementa~ion 
PIL with Commodity Procurement Instructions (CPI), and compliance 
with CPs and covenants. 

o Financing requests signed between USAID/GOZ 

o Bank Letters uf Commitment issued by AID/W 

o Bank circular issued by Central Bank/GOZ, including protocol of 
understanding between commercial banks and the fiduciary bank. 

Refer to Exhibit 3.3, Implementation Planning Actions, which follows this 
page, for a summary of these and other implementation start-up actions. 

Refer to Exhibit 3.3, Implementation Planning Actions, which follows this 
page, for a summary of these tasks. 

3.3 Program Monitoring And EValuation Planning 

Consult section 4, Monitoring Plan, and section 7, Evaluation, for 
discussions of monitoring and evaluation activities planned under the 
PSSP. 

h)I .. ; _._ l," 
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3.4 Implementation Of Research, Impact Studies And Human Resources 
Development Support 

Refer to Annex 6, Proposed Research, Evaluation and Impact Studies 
and Human Resources Development, for summaries, budget estimates, and 
irnplementdtion of the proposed tasks. 

3.5 Operational Post-Program Agreement Implementation Plan 

Implementation actions required during the operational phase of the 
PSSP have their origin in the pre-implementation and start-up actions 
described above. The operational implementation plan should, 
therefore, be viewed as a logical continuation of pre-implementation 
planning described in 3.2 above. 

The nature of the PSSP and mission guidelines have structured the 
implementation plan as follows: 

o The eIP nature of the program places much of the responsibility 
for non-policy implementation actions outside formal GOZ channels 
and actions. 

o The private sector focus of PSSP emphasizes use of normal 
international commercial and banking channels and networks for 
foreign exchange acquisition and flOWS, and export-import 
activities. 

o The importance of the policy dialogue and conditionalities 
objectives of the PSSP places heavy emphasis on mission 
concentration on policy reform activities as opposed to more 
routine program management tasks. 

o Mission workloads apart from the PSSP dictated maximum delegation 
of routine implementation tasks to a Program Management Unit able 
to operate on a semi-independent basis, while having access to 
consultants for special studies and program monitoring, impact 
and evaluation responsibilities. 

o The existence of an effective in-place eIP program with its own 
dedicated staffing provided an internal Won-going businessw 

capability for absorbing irr.plementation responsibilities related 
to the commodity import aspects of the PSSP. 

3.6 Implementation Actions Of A Continuing Nature 

No attempt has been made to describe in any detail the many 
repetitive actions which the PSSP entails. Reference should be made 
in this regard to Annex 5, Administrative Analysis, Annex 2, 
Technical Analysis, and Annex 7, Implementation Procedures for 
Private Sector Financing. 

Exhibit 3.4, Major Recurring Implementation Actions Following Project 
start-Up Phase, indicates the timing of obligations, releases, 
GdZ/AID consultations, audits, impact surveys and studies. 



-26-

EXHIBIT 3.4 
MAJOR RECURRING IMPLEMENTATION AcrIONS FOLLCMNG PR(X;RAM START-UP PHASE 

1989 1990 1991 1992 1993 
TASK QUARTER QUARTER QUARTER QUARTER QUARTER 

1 2 3 4 1 2 3 4 1 2 3 4 123 4 123 4 

Prepare Annual x x x x x 
Work Plan 

Obligation x x 

Serr.l-annual release x 'I( x x x 

PIR x x x x x x x x x x 

Bi-annual GOZ/AID x x x x x x x x x x 
Consultation 

Annual audit-MSE x x x x x 
Financing 

Seminar/conference x x 
on fin. sec. issues 

Annual survey of MSE x x x x x 
Impact 

Economic, finance, x x x x x 
banking studies 

Program evaluations x x x 
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4 • l'I)NlTORI~ PLAN 

The monitoring plan designed into the PSSP has two major objectives: 

o Track performance against PSSP objectives, plans and schedules: 
identify problem areas; and recommend appropriate corrective actions. 

o Ensure that terms and conditions in all contracts with GOZ, 
participating banks and fiduciary bank and other individual and 
corporate contractors are met. 

The PSSP implementation plan provides for development of management 
information and control system specification and detailed systems design work 
utilizing qualified outside information system consultants. The specifications 
of the system will be found in Annex 5, Administrative Analysis. Detailed 
systems design work will commence following PP approval. 

The management information and control system will specify information and 
report inputs and outputs and reporting formats for each participant in the PSSP 
including the Program Management Unit. The system will specify: 

o Data and records required for monitoring, analyses, decision making and 
downstream evaluations. 

o Procedures, data and report formats and project monitoring 
methodologies. 

o Responsibilities, content and frequency of monitoring reporting. 

The design and installation of the PSSP Program monitoring system will be 
accomplished in three steps. 

o Identification of project monitoring and information requirements. 

o Installation of the monitoring and management and information control 
systems. 

o Administration of the systems. 

Exhibit 4.1, Project Monitoring System, summarizes in gr.aphical form the 
elements included in this three step process. 
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A number of key monitoring elements have been identified. The PSSP 
management information and control system and the structuring of the Program 
Management Unit address these important monitoring elements. 

o Verify GOZ compliance with conditions precedent, conditionalities and 
covenants. 

o Ensure that contracts and agreements are negotiated and signed. 

o Monitor compliance with terms and conditions for disbursement and use 
of foreign exchange. 

o Monitor compliance with terms and conditions for disbursement, use and 
accounting for the local currency lending fund. 

o Monitor the source and use of all PSSP funds. 

o Evaluate the effectiveness of implementing agents and contractors. 

o Evaluate effectiveness of GOZ and donor coordination. 

o Assess adequacy of official and project working files. 

o Evaluate effectiveness of project reporting. 

Exhibit 4.2, Key Monitoring Elements, which follows this page provides further 
details on the data requirements and sources, and responsibility for system 
management. Consult Annex 5, Administrative Analysis, for the detailed 
management information, reporting and control systems specifications for the 
PSSP. 



MON I TO RING [L EM::NT 

I.VERIFY GOZ COWLIANCE WITH 
CONDITIONS PRECEDENT, CON
DITIONALITIES AND COVENANTS 

(I) Obt~ln documentation ~nd 
legal op I n Ion s. 

(2) Propose extensions ~nd 
modifications. 

(3) Alert mission management 
to non-compliance ~nd 
recommend ~ctlon. 

(4) Confirm conditions pre
cedent met ~nd Issue PIL. 

(5) Oversee comp II ance w I·~h 
covenants and condltlon
a Iities. 

EXHIBIT 4.2 

KEY MONITORING ELEMENTS 

PRI VATE SECTOR SlPPORT PROGRAM 

DATA REQUIRED FOR 
MONITORING 

PROGRAM CONDITIONS PRECEDENT: 
o Fln~nclel Development Policy 

St~tement. 

o GOZ request to assist In policy 
Implement~tlon. 

o Form~tlon of Advisory Consultative 
Group. 

MACROECONOMIC COVENANTS AND 
COND I TI ONS : 

o Gu~rantees for maintenance of 
critical liberalization policies: 
budget deficit limitations, 
price liberalization, market 
determined Interest exchange and 
fuel r~tes. 

RESPONSIBILITY 

POO 
Program M~nager 
Economist 
(assisted by USAID 
Prog. Economist) 

Fln~nclal Sector 
Economist 

PROGRAM INFORMATION 
SYSTEM SOURCE 

Compll~nce monitoring ~ccompllshed by 
continuing policy dl~logue ~nd 
Consult~tlve Group discussions. 
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Exhibit 4.3 Continued 

MONITORING ELEMENT 

2.ENSURE CONTRACTS AND 
AGREEMENTS NEGOTI ATED AND 
SIGNED 

DATA REQUIRED FOR 
MONITORING 

RELEASE OF SECOND TRANCHE: 
o Me~sures taken re promoting money 

m~rkets ~nd market determined 
Interest r~tes. 

o Incentives established for banks to 
extend credit to private sector via 
bank mobilization of larger share 
of national liquidity. 

RELEASE OF SUBSEQUENT ~~NCHES: 
o Further me~sures aimed at pro

moting more active money market 
~nd Improving bank Incentives to 
mobilize domestic savings. 

PERSONNEL: PSC contr~cts signed on 
schedule. 
OFFICE AND HOUSING FACILITIES: 
Procurement ~nd contracting completed 
on schedule. 
PARTICIPATING ORGANIZATIONS: Agree
ments ~nd contracts with participating 
b~nks. flducl~rles and consultants 
signed on schedule. 

RESPONSIBILITY 

PROORAM MANAGER 

PROORAM I NFORMA T I ON 
SYSTEM SOURCE 

PMU ~III follow conformity with Imple
mentation schedule working closely with 
the mission's leg~1 contracts ~nd 
~dmlnlstr~tlve units. 
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Exhibit 4.2 Continued 

MONITORING ELEMENT 

3 .MON ITOO CO~L1 ANCE WI Tll 
TERMS AND CONDIT IONS FOO USE 
OF FOREIGN EXCHANGE 

4 .MON I TOR COWL lANCE WITH TERMS 
AND CONDIT IONS FOO LOCAL QJR
RANCY LENDI NG PROGRAM 

DATA REQUIRED FOO 
MONITORING 

BORROWERS: Specifications and restric
tions honored by participating banks. 
Target groups being reached. 
I~RTS: Commodity restrictions 
observed. 
SOURCE: Supplier source country 
restrictions observed. 

BORROWERS: Specifications and re
strictions placed on eligible 
borrowers observed. Target groups 
being addressed. 
USE a'" FUNDS: Spec I f I cat I (-'"s and re
strictions on use of local currency 
funds observed. 
REPAYMENT OF LOANS: Loan repayment 
h I story and trends reported. 

RESPONS IBILITY 

PROGRAM MANAGER 
FN Commodity Staff 

PROGRAM MANAGER 

PROGRAM INFORMATION 
SY5TEM SOURCE 

Program MIS system will assisted by 
outside auditors wi II provide 
control Information. See Annex 5, 
Administrative Analysis. 

Program MIS systems assisted by OUTside 
auditors will provide control Infor
mation. See Annex5, Special consulting 
studies also utilized. 
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5.MONITOR SOURCE AND USE OF 
FUNDS 

6.EVALUATE EFFECTIVENESS OF 
IMPLEMENTING AGENTS AND 

CONTRACTORS 

FOREIGN EXCHANGE: Commitment letters 
In place, credit lines operative, ex
porters paid, and confirming/paying 
bank drawing down against commitment 
letter. 
GOZ CONTRIBUTIONS: Funds budgeted and 
released by GOZ as per agreements. 
LOCAL CURRENCY: Participating banks 
making local currency payments to 
counterpart fund for payment for 
foreign exchange. All transfers In and 
out of counterpart fund In connection 
with local currency lending program 
timely and accurate. 
PROGRAM RELATED PAYMENTS: All Indivi
dual and company contractors and 
suppliers paid on schedule. 

PERSONAL SERVICES CONTRACTORS 
F ID OC I ARY BANK 
PARTICIPATING BANKS 
CONSULTANTS AND AUDITORS 

PROGRAM MANAGER 
FN Commodity Staff 

PDO 
PROJECT MANAGER 

Close working relationship with mission 
controller re project related payments. 
Periodic audits by outside auditors will 
be schedu led. 

Periodic evaluation and reporting 
of performance to mission 
management with appropriate 
recommendations. 
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ExhIbIt 4.2 COntInued 

MONITORING ELEMENT 

7.EVALUATE EFFECTIVENESS OF 
PROJECT REPORT I NG 

DATA REQUIRED FOR 
MONITORING 

PROGRAM Ip.f>LEt-ENTATlON STATUS REPORT: 
Prepered on en eccurete end timely 
besls. 
ROUTINE AND SPECIAL REPORTS: Partici
pating and flct1clary banks. consultants 
and audItors meetIng all agreed report
Ing requIrements on an accurate and 
tImely basIs. 
EVALUATION OF PROGRAM-MIS SYSTEM: MId 
project evaluation of effectiveness of 
project MIS. 

RESPONSIBIL ITY 

PDO 
PROORAM ~NAGER 

PROORAM INFORMATION 
SYSTEM SOURCE 

See Section 4. MonItorIng Plen, end 
Annex 5. Supplemented by 
Interviews end audIts. 
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5. SUMMARIES OF PROGRAM ANALYSES 

This Section provides summaries of Annexes to the Program Paper. Annex 
2, The Technical Analysis, is summarized in Section 5.1, includiilg sections on 
the Private Sector, the Central BankinJ System, the Corrunercial Banks and other 
financial institutions, major areas of reform, and the PSSP Response to 
private sector credit needs. 

Section 5.2, summarizes Annex 3, The Economic Analysis, and discusses the 
key liberalization measures made by the GOZ, fiscal performance of the GOZ, 
the overall economic climate and the goals of the PSSP within the context of 
financial sector reform measures. 

The Social Soundness Analysis, summarized in Section 5.3, describes the 
target beneficiaries of the Program, the MSEs, and expected spread affects to 
other Sectors such as consumers, employees and agriculture. Brief discussions 
of credit and savings in the informal sector and women in the private sector 
show how the PSSP can better understand and reach USAID'S traditional target 
groups - the poor, women and rural institutions. 

Section 5.4, summarizes Annex 5, The Administrative Analysis, and 
examines the scope, adequacy and cost effectiVeness of the overall management 
and administration of the PSSP, including operations and control requirements, 
administrative structure and responsibilities of participants, the structure 
of the PSSP Program Management Unit (PMU), the management information and 
control system, the functioning of the currently installed CIP Program, and 
its cost effectiveness. 

5.1 TECHNICAL ANALYSIS SUMMARY 

This section summarizes the major needs of a representative sample of 
medium and small private sector businesses in Zaire. Economic, policy and 
operational constraints of the finance and banking systems in meeting the 
critical credit needs of these MSE companies are reviewed. PSSP policy reform 
and program elements for assisting the banking system to respond to MSE credit 
requirements is described. For detailed discussion of these issues refer to 
Annex 2, Technical Analysis and Annex 3, Economic Analysis. 

(1) Private Sector Overview 

Manufacturing as a percent of GNP declined 19 percent over the period 
1970-1984. The textile and clothing, wood products, food processing and 
leather shoe segments were down 40 percent, 37 percent, 20 percent and 57 
percent respectively during the same period. The only growth was agriculture, 
infastructure and mining segments traditionally supported by donor assistance 
and multilateral lending agencies. 

Three major groundbreaking surveys of medium and small private sector 
businesses were undertaken by Coopers and Lybrand during 1987-88. These 
studies were carried out in the important urban centers of Kinshasa, 
Lubumbashi, Likasi and Kolwezi, as well as broadly in the regions of Bandundu 
and Shaba, the areas of AID program concentration. The surveys included a 130 
company sample of smaller companies in the range of 10-100 employees and one 
million Zaires ir assets; and a 37 company sample of medium sized r.ompanies 
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with average employment of 250 and average sales of $2,760,000. 

The small company survey resulted in a number of conclusions: 

o COmpanies in the 10-30 employee range are in reality ·cottage 
industry· companies. Above that size they begin to take on the 
characteristics of organized business activities. 

o The financing of productive imports - both foreign and exchange 
and local currency - is a major and chronic problem. 

o The financing of spare parts and access to medium and long term 
credit for rehabilitation and modernization remain an equally 
important problem. 

o Currency depreciation has virtually shut off credit extensions 
which in turn in further restricts market expansion. 

The medium sized company survey confirmed a lack of business confidence 
in Zaire's currently depressed economy, and reinforced the view that access to 
foreign exchange and local currency credit are major obstacles to private 
sector business growth. The current credit squeeze is effectively reducing 
company utilization which in turn is driving up unit costs and forcing 
businesses to lose sales. 

o Capacity utilization averages 49 percent. 

o A major reason for low utilization is lack of sufficient raw 
materials: again, limited and expensive access to foreign 
exchange for imported inputs, and unreliability or unavailability 
of local imports. 

(2) The Central Banking System 

The Banque du Zaire (BDZ) is responsible for classic centra] banking 
functions: regulation of the banking system, establishment of credit and 
monetary policies, issuance of money, and management of multinational 
reserves. The continuing liquidity crisis has also forced the BDZ into the 
role of -lender of first resort· - financing both the GOZ deficit and 
providing financial resources to the commercial banking system. 

The central banking system exercises policy control through several 
credit and monetary instruments: 

o Monetary Supply: There has been a rapid growth in money supply 
over the past five years. The banking system has, however, 
failed to mobilize these resources r and the informal sector has 
shown relative strength ill retaining liquidity - one out of two 
zaires issued by the BDZ remains outside the banking system. The 
failure of the commercial banks to mobilize deposits and the 
relative strength of the informal sector to hold currency has 
made it difficult for the Central Bank to pursue an efficient 
monetary policy and to fight inflation. Since the BDZ acts as 
-lender of first resort- in support of the commercial banking 
system, banks have no incentive to mobilize resources. One 
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result is permanent structural inflation. 

o Bank Credit Ceilings: The Central Bank has set relatively low 
credit ceilings to limit overall bank lending. Banks currently 
have fully utilized these ceilings, and qualified borrowers must 
wait their turn. 

o Bank Reserve Requirements: Reserve requirements currently stand 
at 50 percent of a bank's combined deposits, current account 
balances of less than six months, letter of credit provisions and 
100 percent of counterpart funds. These reserve balances are not 
remunerated. Since banks can fund themselves at the BDZ money 
market window at the rate of 35 percent, the result is that banks 
are currently borrowing more from this window than the amount 
held by the Central Bank in bank reserve deposits. 

o Rediscount Facilities The rediscount for short term discounting 
of commercial paper is 37 percent. Since the money market window 
is cheaper, this facility is not used. 

o Interest Rates Most interest rates are now free to fluctuate. 
Commercial bank lending rates of 32-46 percent in 1987 have been 
negative due to high inflation rates approaching 100 percent. 
Banks state that public and political pressure would be intense 
if rates moved higher. Since commercial banks earn high fees on 
letters of credit, guarantees and foreign exchange transactions, 
they are willing to absorb possible losses associated with local 
currency lending. Deposit rates have remained rigid: current 
account deposits earn 5 percent, while time deposits range from 
3.25 to 33 percent. 

o Treasury Bills A new series of Treasury Bills were issued in 
1984 in an attempt to reduce liquidity held by the public and 
finance the GOZ deficit. T-bills carry one to six-month 
maturities and pay tax free interest rates ranging from 34 to 45 
percent. Commercial banks are not allowed to purchase these 
T-bills and do not provide a secondary market in these securities. 

(3) The Commercial Banking System 

There are nine commercial banks in Zaire. Three of these banks 
control 75 percent of commercial banking assets. The top two banks, BCZ, and 
UZB, are privately owned branches of major European banks. The banks 
preference for short term lending and fee income services is due to several 
underlying factors. 

o Lack Of Long Term Resources Banks hold primarily short term 
demand deposits and avoid mismatching short term resources with 
medium or long term credits. 

o High Inflation Rates Negative interest rates resulting from high 
inflation discourages any form of medium and long term lending. 

o Lucrative Non-Fund Business While banks may be essentially 
breaking even in their lending activities their real profits come 

r, I 
(£ If 1 
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from fee income - recycling foreign exchange that comes into the 
country. Rates for these non-fund services are high and this 
type of business is very profitable. 

o Lack Of Branch Networks Zaire appears to be under-banked in 
relation to its size, population and economic potential. The 
nine commercial banks in Zaire have 113 branches nationwide, with 
65 percent located in Kinshasa and '13 percent in Shaba. 

While the commercial banking system is undercapitalized in terms of 
internationally accepted measures, the fact that all the branches of foreign 
banks operating in Zaire have access to the strong capital bases of their 
important foreign parents makes such comparisons artificial. The private 
commercial banks are generally considered sound and operationally effective. 

(4) The Development Banks 

There are two development banks in Zaire: SOFIDE and the BCA. 

o Societe Financiere de Development (SOFIDE): SOFIDE is a classic 
development bank established in 1970 with 40 percent GOZ 
participation and 40 percent from international institutions and 
local private individuals. Its funding comes almost exclusively 
from the world Bank and other international institutions. Since 
foreign exchange risks are assumed by the borrower account, high 
inflation has caused high levels of unpaid loans. 

o Banque de Credit Agricole (BCA): ~. is both a development and a 
commercial bank and is the only specialized agricultural bank in 
Zaire. Efforts are underway to increase its capital base and 
expand its branch operations. 

(5) Non-Bank Financial Institutions 

The non-bank financial sector comprises the state owned insurance 
monopoly, a public savings institution, the social security fund and a postal 
savings unit. They are GOZ owned, poorly managed, undercapitalized and 
overstaffed. They could play an important role in resource mobilization, but 
all require major restructuring. 

There are a number of informal non-bank financial institutions 
operated by the private community and religious groups. The most important 
are the COOPECS which are a form of cooperative credit unions. They have 
successfully mobilized resources equal to 7 percent of commercial bank 
deposits. 

(6) Major Areas of Reform 

Reform in the finance and banking sector is a continuing process 
under close review by the GOZ, the World Bank and the IMF. A number of 
important reform measures have already been taken such as the introduction of 
a unified accounting system for banks, phasing ouL of turnover tax on interest 
rates, a new law for the COOPECs, liberalization of interest rates, minimum 
lending volumes for agricultural loans, and others. Major additional long 
term reforms are needed, however, to ensure effective resource mobilization 
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and allocation to productive private sector enterprise. 

o GOZ Budgetary Deficit: The budgetary deficit remains the most 
serious monetary policy reform issue. This deficit must be 
brought under control and means found to finance government 
operations by public borrowings. 

o Credit Ceilings And Reserve Requirements: In coordination with 
resolution of deficit financing problems the -mechanical- methods 
of controlling money supply such as imposition of credit ceilings 
and reserve requirements should give way to improved policy tools 
for controlling the money supply. 

o Treasury Bills: These instruments need to playa major role in 
financing GOZ budgets and soaking up liquidity. Medium and long 
tenn maturities plus creation of a commercial bank secondary 
market for these securities is required. 

(7) The PSSP Response To Private Sector Credit Needs 

The PSSP has two underlying objectives: to meet critically important 
private sector needs for foreign exchange and local currency credit and to 
secure finance and banking system policy refonns. The approach to private 
sector credit needs is discussed below. The section which follows, 5.2, 
Economic Analysis Summary, covers the PSSp's policy reform agenda. 

o Increase Private Sector MSE Access To Foreign Exchange For 
Essential Imports: The PSSP will make foreign exchange available 
to private sector importers through participating private 
commercial banks. The PSSP will 
assume foreign exchange risks. A Commodity Import Program (CIP) 
approach currently in operation will be employed. Importers will 
request a foreign exchange allocation from a participating bank 
for commodities specified in the AID Commodity Eligibility 
Listing. The bank will evaluate the importer's credit risk, 
establisr. credit terms and pass the request to USAID for 
verification of company and import eligibility under the PSSP. 

The participating bank, upon receipt of USAID approval, will open 
a letter of credit and import license, and establish the 
borrower's repayment terms to the PSSP special account. 

The import letter of credit opened by the local participating 
bank ~ill be forwarded to a U.S.-based bank for advice and 
negotiation. This U.S. bank will pay the exporter on receipt of 
documents, and be reimbursed on the basis of a bank letter of 
commitment. 

Annex 7, Implementation Procedures for Private Sector Financing, 
should be consulted for further infonnation on eligible banks and 
MSEs. 

o Provide Local Currency Loans To Target MSEs: Local currency 
generations from the PSSP deposited in the PSSP special account 
will be made available for on-Iendjng to target MSEs for 
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specified purposes. The Mission will determine the local 
currency amounts to be utilized for the PSSP lending program as 
part of normal planning and budgeting for the use of Counterpart 
Fund generations from all sources. A revolving fund approach 
will not be employed. 

Short-medium term credit of up to one year will be provided to 
participating bank-qualified borrowers for the purchase of 
locally available raw materials, spare parts, equipment and 
machinery. 

Local borrowers will pay market interest rates to the CPF 
guaranteed by the participating bank. Discussions with the IMF 
have lead to IMF agreement to allow for PSSP local currency 
lending when establishing credit ceilings with the GOZ. The 
bank, under this approach, will generate, manage and account for 
the loan, make interest and principal payments to the CPF, and 
bear full credit risks in the event of borrower non-payment. A 
local fiduciary bank mandated by USAID will monitor this program. 

Annex 7, Implementation Procedures for Private Sector Financing, contains 
further d"etails on the local currency lending program. 
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5.2 ECONOMIC ANALYSIS SUMMARY 

(1) Introduction 

This section summarizes past and current macroeconomic developments in 
the Zairian economy and indicates the objectives of the PSSP in financing 
private enterprises and in facilitating financial sector reform. For detailed 
discussion of these issues and presentation of economic indicators over time, 
refer to Annex 3, Economic Analysis, and Annex 2, Technical Analysis, and 
Section 6, Conditions and Covenants. 

(2) Macroeconomic Overview 

Before 1974, the GOz's economic policy emphasized heavy public-sector 
investments, nationalization, and high tariff protection. Since the drop in 
copper prices in 1974 revealed the weaknesses of those policies, the GOZ has 
adopted a wide range of reforms which have gradually put in place a liberal 
private-sector oriented economic environment. The key reforms have been: 

o Retr0cession of zairianized and nationalized enterprises to private 
owners, starting in 1976. 

o Virtual elimination of agricultural marketing parastatals in 1978. 

o Liberalization of interest rates and agricultural and industrial 
prices in 1981-83 (agricultural interest rates in 1987). 

o Liberalization of the exchange rate and import/export transactions 
in 1983. 

o A prograM of progressive reduction of effective rates of tariff 
protection starting in 1986. 

This program of liberalization is continuing in 1987-88, notably with 
increased emphasis on privatization of parastatals, reform of parastatal 
management, and increased private competition in markets ~Jhich have been 
parastatal monopolies. 

Available figures on GDP indicates that liberalization has arrested the 
decline in total production between 1974 and 1982 and encouraged moderate 
growth since 1983. At the same time, however, economic performance has been 
severely handicapped by the loss of foreign exchange revenues due to further 
deterioration in the terms of trade since 1974, and to the burden of servicing 
external debt, contracted almost entirely in or before 1974. 

The fiscal impact of the balance of payments crisis has been severe. 
The GOZ has been successful in dealing with the budgetary crisis mainly in 
years when balance of payments problems have been relatively nlanageable, as in 
1984 and 1985. Overall, however, fiscal performance has not been 
satisfactory. While civil service salaries have been reduced to levels that 
severely compromise the qual~ty of public administration and public services 
have been drastically cut back, unwise and even unaccounted for public 
expenditures cOiltinue. Tax collection is weak. 
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As a result of continued high fiscal deficits, the growth rate of the 
money supply has followed a generally rising trend since as far back as 1971, 
leading to accelerating inflation and depreciation of the currency, which have 
mitigated the favorable effect of liberalization on the business climate. 
Efforts to clamp down on monetary expansion, in the absence of adequate 
budgetary control, have mainly succeeded in repressing the formal financial 
system, reducing the mobilization of savings and the availability of credit to 
the private sector. 

(3) PSSP Assistance To MSEs And Financial Sector 

The Private Sector Support Program (PSSP) responds to the priority 
problems of the private business sector as identified by consultants and by 
the private sector itself: lack of foreign-exchange and local currency 
financing for efficient import substitution and growth of exports. 
Continuation of a m3rket-based exchange rate, liberal import and export 
policies, and progress on tariff-rate reform are therefore critical 
assumptions underlying the program. Also, improved budgetary control is 
needed to make structural reforms in the financial sector feasible and to 
enhance their impact on the private sector. Thus, improved fiscal performance 
is a second critical assumption. 

Within this framework, the PSSP will support the private sector directly 
through financing imports of working materials and investment goods and 
through financing local costs. The assistance thus provided will support more 
productive investment by MSES as well as leading to restructuring of the 
financial sector. 

The objectives of financial sector adjustment are to increase resource 
mobilization and to improve the efficiency of resource allocation. The key 
elements of the adjustment program are increases in official interest rates in 
real terms, institutional development of the money market, str.engthened 
supervision of commercial banking, restructuring of public sector financial 
institutions, and reform in monetary policy to increase the incentives for 
mobilization of domestic financial resources by formal financial 
institutions. The PSSP will support this sectoral restructuring effort by 
financing studies and monitoring, as well as with conditionality on the 
release of import financing. For discussion of the specific conditionality, 
see Section 6, Conditions and Covenant. 

(4) Interest Rates for Private Sector Financin~ 

At regular consultations between AID and the GOZ, program authorities 
will set the interest rate on program funds lent to the program private 
sector. The rate of interest will at least equal the prevailing rate of 
interest charged by commercial banks for short-term loans and will take into 
consideration projections of future inflation. Interest will accrue 
periodically to the outstanding balance of ~ach loan and will be compound 
interest. The program may offer borrowers ~he option of capitalization of 
interest in early payments, to be reimbursed in later payments, in order to 
take account of the effects of inflation when multiple payments are called for 
in the loan agreement. 
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5.3 SOCIAL SOUNDNESS ANALYSIS SUMMARY 

(1) Introduction 

This analysis describes the target MSE beneficiaries of the PSSP and 
looks at major socio-economic factors which affect their functioning. It 
examines the role of MSEs in urban life and the links between MSEs and 
non-target beneficiaries, including brief discussions of credit and savings 
institutions and the role of women in the private sector. Detailed 
information on the overall socio-economic situation, the role of women and 
informal credit and savings associations can be found in Annex 4, Social 
Soundness Analysis. Annex 2, Technical Analysis includes a synopsis of three 
studies of MSEs carried out by Coopers and Lybrand. Refer also to Annex 6, 
Proposed Research, Evaluation and Impact Studies and Human Resources 
Development for information on monitoring and special studies of target and 
non-target groups. 

(2) The MSE Beneficiaries 

The major points relevant to th2 PSSP which emerged from the studies are 
summarized below. 

o Commercial banks are much more likely to extend credit to 
enterprises of medium scale (100-500 employees, up to $5 million in 
annual sales) than to those of smaller scale (5-100 employees, up 
to $5 million in annual sales). 

o The medium scale enterprises surveyed are mostly industries 
producing basic goods of primary necessity for local consumption 
and production: matches, bricks, paint, wood and metal products, 
soap, etc, All medium scale companies surveyed are located in 
Kinshasa. 

o MSEs are currently experiencing an especially sharp decline in 
their access to foreign exchRnge through the banking system. 

o Managers report that scarcity of foreign exchange has precipitated 
price rises (high cost of foreign exchange on the black market) and 
low plant utilization rates (scarcity of essential raw materials). 

(3) Ultimate Beneficiaries 

Medium scale manufacturing represents a small percentage of total GDP, 
but these companies play an important role in the national economy. Most 
importantly, any program designed to expand the industrial sector, to 
encourage export industries or links to the agricultural sector, must build on 
the base of the industrial sector which already exists. The following sectors 
will be indirectly affected by the PSSP and these spread effects will be 
monitored. Refer to Annex 6, Proposed Researcr , EValuations and Impact 
Studies. 

1. Consumers: Access to foreign currency through the program will 
enable target MSEs to import essential raw materials and spare parts, thus 
lowering unit costs of prod~ction. This savings should be passed on to the 
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consumer because many companies compete with imports and also face declining 
purchasing power due to inflation. 

2. Employees: Manufacturing companies provide a training ground for 
mechanics, engineers and office workers. This on-site training is of superior 
quality compared to other training resources in Kinshasa. MSEs are also a 
source of stable, long term employment in a rapidly expanding urban economY. 
Benefits for workers include dispensaries, medicines, payment of culturally 
important expenses such as funerals and marriages, retirement benefits, and 
access to food at below-market prices. 

3. Subcontractors: Medium scale companies subcontract work to smaller 
enterprises such as printshops, wholesale food traders, laundry and transport 
services. 

4. Marketing and Distribution Chain: Many companies have national 
distribution networks; some have branch factories in the interior. Most 
companies have recently cut back or eliminated distributor credit. Increased 
access to local currency enables companies to reestablish distributor credit, 
thus expanding their distribution networks. 

5. Links to Agriculture and Rural Areas: Most companies in the medium 
size rang r ) either operate in Kinshasa or have their headquarters there. With 
increased access to credit, medium scale industries with branch factories and 
regional distribution will be able to expand their activities in th~ interior. 

Some companies have direct links with agriculture or buy raw 
materials in rural areas, specifically those producing building materials and 
foodstuffs. One company provides credit to traders for agricultural buying 
campaigns. Special studies for the PSSP will show how to strengthen these 
supply links, especially working with USAID agricultural development 
projects. The local currency loan component will also provide credit for 
agricultural campaigns. 

(4) Credit And Savings In The Informal Sector 

Credit unions provide low-cost financial services to small enterprises 
and low-income individuals. However, they are able to extend very little 
credit in the current inflationary environment and are in need of a great deal 

. of technical assistance to operate effectively. A USAID consultant study 
cautions against distributing foreign credit now through these institutions. 

The cost of credit is high in the informal sector, and access is 
limited. Foreign exchange can be purchased in the parallel market at 25-30 
percent above official prices. Suppliers' credit is available to preferred 
clients but this is drying up. Small companies' cash needs are also met by 
family or self-financing. For insurance and emergency funds, individuals rely 
on group savings mechanisms and rotating credit associations. 

(5) Women's Role In The Private Sector 

Women are underrepresented both as owners and employees in the MSEs 
surveyed for the Program. There was only one woman owner in the medium sized 
company survey and the average percentage of women employees was under 4 
percent. 

}I 
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There are major barriers to women entering the formal private sector, 
especially industry: 

o A married woman must have her husband's permission to work or open 
a bank account. 

o Women are allowed four months maternity leave at 2/3 pay. with 
high birth rates and responsibilities for children, women are often 
absent from work. 

o Very few women enter technical institutions or receive technical 
training. 

o Unemployment rates are very high and priority for jobs goes to men 
in the household. 

A few women are working in the MSEs, however, most as secretaries, but 
some on the shop floor. Some managers report that women are more productive 
than men. The social stigma attached to being a single working woman is 
gradually being relaxed, at least in the urban environment. In addition many 
men are beginning to appreciate a wife who w~rks in the formal sector as she 
may be better educated and have access to a regular salary. Nevertheless, 
women's work and responsibilities are often issues of struggle in a household, 
especially where men do not feel secure about their own jobs and incomes. 
Thus, improvements in the overall economic climate will contribute to the 
security necessary to contemplate changes in gender roles. A special study 
conducted by a local women in development group will examine problems of and 
possibilities for women in the private sector. In addition, 
gender-disaggregated data will be collected at baseline and throughout the 
monitoring process of the MSEs. Refer to studies I and 8 in Annex 6, Proposed 
Research, Evaluations and Impact Studies. 

Women's work in the informal sector - trading or providing services 
- avoids the visibility to taxation and lic2nsing that registered companies 
and salaried work engenders. Women's contribution to the household through 
work in the informal sector has been shown to be substantial. A survey of 
informal savings and credit institutions will enable the Program to better 
understand the workings and needs of small enterprises, which sector accounts 
for the bulk of women-owned enterprises. 

(6) Conclusions And Implications For Further Research 

The direct beneficiaries of the PSSP are the MSEs, the commercial banks 
and the GOZ (see Part 2.4, Key Benefits, fu,nex 2, The Technical Analysis). 
Spread effects from the PSSP are suggested above. The depth and breadth of 
Program spread effects depend a great deal on developments in the wider 
economy, effective coordination with other projects within the Mission and 
with other donors. The Program seeks ways to help more directly smaller 
businesses, to link agriculture with industry, and to support women in the 
private sector. At this point, small companies, women traders, and rural 
based enterprises have little incentive or ability to enter the formal sector, 
but they can benefit through re-establishment of urban-rural linkages and 
increaseing demand by MSEs or by consumers for their products and services. 



-46-

Similary, farmers can benefit through raw materials and food products. 

Special studies suggested above, funded by the program may lead to 
interventions and policy changes directed toward diding small-scaale and 
rural-based enterprises. The Program will also recruit women for special 
training in management and banking under USAID's AFGRAD and HRDA programs. 
The Small Project Support Project currently being designed will be able to 
reach these groups directly. For example, many credit unions are run by PVOs, 
and many PVOs have women's committees, sponsor income generating projects for 
women, and work with women's cooperatives and small businesses. 
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5.4 ADMINISTRATIVE ANALYSIS SUMMARY 

This section examines the scope, adequacy and cost effectiveness of 
the overall management and administration of the PSSP. 

The analyses of the PSSP work elements and the management implications 
of these elements are detailed in Annex 5, Administrative Analysis. The 
analytical approach used in establishing the PSSP's management and 
administrative structures started with an analysis of work elements and 
information flows required to launch and manage the program; then specified 
the types of institutional support required; and finally established the 
specifications for a detailed management information control and reporting 
system which would effectively link and permit c(~rdination among the various 
participating organizations. 

Fundamental to the design of the administrative structures proposed 
for the PSSP is the existence of an on-going and highly successful CIP program 
which has close working relationships with the national and international 
commercial trade banking system. This CIP unit will be incorporated directly 
into the proposed PSSP management and administrative system. For details on 
the functioning of the CIP, see Annex 7, Implementation Procedures for Private 
Sector Financing. 

(1) Operational And Control Requirements 

The PSSP has four major objectives which must be addressed in the 
design of the program's management and administrative systems. 

o Policy reforms and policy dialogue with the GOZ to restructure the 
financial sector and encourage commercial bank lending to small 
and medium sized private sector businesses. 

o Direct financial assistance to target private sector companies via 
private intermediary financial institutions in providing foreign 
exchange for essential imports and local currency loans for 
working capital. 

o Increased production and capacity utilization in MSEs, 
re-estab1ishment of demand and supply linkages between urban and 
rural areas, and improved economic conditions for MSE employees, 
consumers, and smaller urban and rural producers. 

o Continuing and close cooperation with the IMF/Wor1d Bank and 
bilateral donor communities to ensure unity of purpose and 
approach in banking reform, improvements in the investment 
climate, and assistance to private sector development. 

o Continuing and close cooperation with the IMF/Wor1d Bank and 
bilateral donor communities to ensure unity of purpose and 
approach in financial sector reform, improvements in the 
investment climate, and assistance to private sector development. 

These four major objectives impose a number of requirements which must 
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be built in to the structure and systems of the PSSP. 

o Active Involvement of USAID's Senior Management in continuing 
policy dialogue and consultation with the 
GOZ and the lending and donor community. 

o A Strong Program Management Unit capable of supporting mission 
management in the policy dialogue process; managing, coordinating, 
and evaluating impact and the various participating organizations; 
and preparing periodic and special monitoring and evaluation 
reports with recommendations for future action. 

o Participating Commercial sanks able to qualify importers, manage 
documentary credits, reimburse USAID with the local currency 
equivalents of foreign exchange payments made on behalf of 
importers, loans, collect and reimburse USAID local currency funds 
lent to private sector borrowers, and account for report on these 
transactions in a manner acceptable to USAID. 

o A Fiduciary Bank to manage local currency fund disbursements and 
collections, prepare appropriate control reports, and carry out 
such other control responsibilities as may be assigned by USAID. 

o A Consulting and Audit Firm qualified to carry out continuing 
private sector impact studies, evaluate participant performance 
under program criteria, and audit accuracy and timeliness of 
accounting and operating reports of participating commercial and 
fiduciary banks. 

o Specialized Short Term Consultants to conduct analyses and surveys 
of the socio-cultural environment, women in development, micro 
sector lending opportunities, informal lending sector, group 
approaches to small business and micro lending, impacts of project 
activities and related subjects. 

The structuring and management information systems required for the 
orderly planning, implementation, operations and control reporting of these 
multiple requirements and p~rticipating organizations are summarized below. 

(2) Administrative structure And Responsibilities Of Participants 

Several guiding principles were established in designing the 
administrative structure and systems for the PSSP. 

o Delegate to the maximum extent possible the day-to-day operational 
requirements to outside private sector participating organizations. 

o Establish criteria and reporting requirements for participating 
bank lenders and private sector company borrowers in the use of 
foreign exchange and local currency, but play no role in the 
credit, lending and collection process as it involves the lending 
bank and the borrower. 

o Concentrate the attention of senior USAID management on 
macroeconomic and banking system reforms, continuing policy 
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dialogue, and donor coordination. 

o Establish a strong and highly qualified Program Management Unit 
capable of supporting USAID management, providing guidance and 
direction to outside research and audit organizations, fiduciaries 
and consultants, and monitoring and evaluating progress against 
program plans and schedules. 

o Integrate into the PSSP to the maximum extent possible the 
mission's fully functioning CIP management unit. 

Exhibit 5.1, structure And Relationships, which follows this page, 
illustrates the basic structure and relationships of the participating 
organizations. 

(3) The PSSP Program Management Unit 

The Program Management Unit (PMU) which reports directly to the PDQ 
Division Chief has been structured and staffed to carry out a full range of 
planning, research, program management, coordination and control, and 
monitoring-evaluation-audit functions. It supports senior mission management 
in on-going macroeconomic analyses, policy dialogue with the GOZ, and policy 
and program coordination with the donor community. 

The PMU will also function as a private sector strategy development 
unit since the PSSP represents the mission'S major private sector initiative 
from which other projects and programs will be generated. The Program Manager 
of the PMU will, as a result, also serve as the mission's Private Enterprise 
Advisor. 

The Program ~anager will directly supervise the work of three 
positions: 

o Financial Sector Economist who will coordinate with the Bank of 
Zaire on banking reforms. 
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EXHIBIT 5.1 

STRUCTURE AN!) RELATIONSHIPS 

PRIVATE SECTOR SUPPORT PROGRAM 

POLICY 
DIALOGUE 

AND US AID DONOR 

t-------__________ .OORDINATION 
~PERATIONAL PROGRAM MANAGER 

LIAISON FINANCIAL SECTOR 

ECONO'HST 

I 

• PROGRA'1 ECONOmST 
erp UNIT 

SPECIAL 
STUDY 

CONSULTANTS 

PARTICIPATING 
CO\l'IERCIAL 

BA.~KS 

ELIGIBLE 
PRIVATE SECTOR 

BORROl.JERS 

DONOR 
AGENCIES 

1 

CO~TP-ACTING 

FIR'.I/AUDITOR 



-51-

o Program Economist who will be responsible for on-going reviews and 
studies of the macroeconomic environment, the investment climate, 
policy reform and conditionality issues. The program economist 
will also work closely with outside consultants retained for PSSP 
and private sector studies. 

o CIP Unit Manager who will continue to carry out AEPRP CIP 
responsibilities, but will assume the same role for the PSSP. The 
current CIP unit with its policy and procedure framework and close 
connections with the banking sector can assume the PSSP functions 
with few changes in its methods of operation and at little 
additional cost. 

Consult Annex 5, Administrative Analysis, for further discussion of 
the PMU and more detailed descriptions of the key positions. 

(4) Importance Of The Currently Installed And Operating CIP Program 

The mission's current and highly successful CIP program will be 
integrated into the PSSP from both an organizational and systems point of 
view. The existence of this unit will greatly simplify program start up and 
guarantee effective relationships with all participating banks with whom the 
unit has day-to-day working contacts on all phases of commodity import, 
letters of credit, fiduciary bank relationships, counterpart fund management, 
and monitoring, evaluation and control reporting. Annex 7, Implementation 
Procedures for Private sector Financing, details the CIP procedures and 
mechanisms. 

(5) Cost EffectiVeness 

The organization and administration systems of the PSSP have been 
designed to delegate maximum operating responsibilities to participating banks 
in a manner consistent with their normal customer and lender relationships in 
Zaire, and their existing correspondent banking relationships abroad. The 
participating banks will be directly responsible for the recovery and 
repayment to USAID counterpart funds of the local currency equivalent of the 
foreign exchange employed regardless of the re~yment status of the borrower. 
These banks will charge the private sector borrower their normal service fees 
and bear all lender/borrower risks. No further USAID funds will be paid to 
these banks for their services. 

The administrative system proposed in the PSSP fully utilizes the 
mission's current in-place CIP capability. No new structure nor major changes 
in systems are anticipated. 

All consulting, advisory and audit work undertaken by the PSSP will be 
competitively awarded on the basis of detailed scopes of work against detailed 
cost estimates. 

The major operating costs of the PSSP are in the Program Management 
Unit. The design of the unit will permit not only supervision of the PSSP, 
but make major contributions to mission macroeconomic analyses, continuing 
policy dialogue, private sector strategy development, and donor coordination. 

1
(l 

~I 
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(6) Management Information and Control System 

Detailed analysis of dollar and zaire disbursements, document flows, 
approvals, and monitoring and control procedures for the CIP and local 
currency loan program are described in their actual sequence in Annex 7, 
Implementation Procedures for Private Sector Financing. In addition, major 
monitoring and reporting activities for the CIP and LCLP by each participating 
organization are summarized in Annex 5, Administrative Analysis. 
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6. <nIDITIONS AND aJIIENANTS 

The establishment of appropriate conditions and covenants for the PSSP 
must be directly linked to the program purpose and goal. 

o The purpose of the PSSP is to restructure the Zairian financial and 
especiall~ commercial banking sector to enable it to support 
productive investment by medium and smaller-scale enterprises (MSES) 

o The longer term goal is the establishment of a free and efficient 
financial sector supporting development of the private sector, in 
particular le~ding to medium and smaller scale enterprises. 

6.1 Program Monitoring - Benchmarks 

A number of guidelines were established to assist in the development of 
Rbenchmarks· for monitoring progress in reaching the program's goal and 
purpose. These benchmarks, negotiated and agreed upon between USAID and the 
GOZ, will serve as the basis for the bi-annual program review with the GOZ. 
They will also serve as guidelines to the Mission in determining whether 
compliance, in spirit, with the covenants and ·cp's· has been achieved. 
Guidelines used in developing program benchmarks are to: 

o Have relevance and contribute to specific PSSP goals and objectives. 

o Facilitate the successful operation and management of the program. 

o Be focused and specific enough to be defined, programmed, scheduled 
and installed - and provide some form of objective task and time 
benchmarks for measuring GOZ performance. 

o Have a reasonable chance of being installed and operative over the 
LOP. 

o Contribute in a coordinated and visible manner to agreed GOZ and 
donor policy reforms agendas and timetables. 

o Not place onerous burdens on a government with limited 
capabilities, already attempting to handle a large and diversified 
menu of policy reforms. 

o Be designed to provide some flexibility and a ·rolling· assessment 
of progress towards benchmarks rather than the fixing of over-rigid 
targets and deadlines. 

The conditions, covenants, benchmarks, and policy dialogue mechanisms 
established for the PSSP are described below. 

6.2 Program Links To World Bank Financial Sector Adjustment Credit (FSAC) 

At the request of the GOZ there have been intensive consultations with 
the World Bank in order to coordinate the programs and conditionalities of the 
Financial Sector Adjustment Credit (FSAC) with the PSSP. It is likely that 
agreement on the FSAC will be reached before tile end of 1988. Certain reform 
measures proposed by the FSAC have, in fact, already been taken: 
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a 10 percent increase in Bank of zaire interest rates and a decision to 
strengthen the National Institute of Social Security. Other reform measures 
will follow when the FSAC is in place. Over the long term, the FSAC seeks 
other reforms which parallel or are in close harmony with reforms sought by 
the PSSP. 

o Further adjustments in money market interest rates. 

o Reductions in BDZ loans in the money markets. 

o Expanded institutional participation in the money market. 

o Reform in interest rates on treasury bonds. 

o Reform in calculation of bank reserve requirements. 

o Strengthening of BDZ supervision of commercial banks. 

o Restructuring of public sector financial institutions. 

6.3 Covenants 

(1) Macroeconomic Covenants 

The PSSP is predicated on the continuation of liberalization, 
stabilization and structural adjustment programs which the GOZ has been 
following in recent years. The following macroeconomic covenants will be 
included in the grant agreement: 

o Limitations on the GOZ budgetary deficit. 

o Maintenance of free interest rates. 

o Maintenance of floating exchange rates. 

o Maintenance of full cost fuel pricing. 

o Maintenance of liberalized pricing policy for agricultural and 
i. ,dustr ia1 products. 

o Continuation of tariff reform. 

(2) AID/GOZ Consultative Process 

In addition, a covenant will be included under which the GOZ agrees 
to meet with AID bi-annua11y, to monitor compliance with the various 
conditions and covenants of the Program Agreement, monitor progress of the 
financial sector, review the recommendations of studies carried out under the 
program, review the results of program activities and establish conditions 
precedent which shall apply to subsequent disbursement under the program. In 
addition, not less than six months after the signing of the Program Agreement, 
the GOZ will agree with AID on a list of criteria with which to monitor the 
progress of financial reform toward the objectives outlined in the Financial 
Sector Development Policy Statement or as undertaken as reform measures. 
These criteria may include but need not be limited to the following: 
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(a) the real growth of domestic financial resources and private 
savings held by the banking system; 

(b) the reduction in the gap between the Bank of Zaire's lending 
rates of interest and the inflation rate; 

(c) the increase in the real value of credit extended by the 
banking sector to the private sector; and 

(d) a shift from direct to indirect methods of controlling the 
money supply following successful and sustained macroeconomic 
stabilization. 

(e) the degree to which commercial banks are financing a wider 
range of enterprises than before in terms of size, sector of 
activity, and geographic area. 

6.4 Programmatic Conditions Precedent TO The First Release 

The GOZ will confirm its commitments to continuing financial sector 
reform and development, and agree to work with USAID and other donors in 
defining, pursuing and evaluating program performance. These requirements 
will be formalized as conditions precedent to the release of the first tranche 
of dollar import funding. 

o The GOZ will issue a Financial Sector Development Policy Statement 
embodying a liberal, ~·rivate sector oriented apprcach consistent 
with the structural ac:justment program. 

The statement will include specifically the following objectives 
for the financial sector under this program: 

(1) By the end of the program, real financial resources 
mobilized by private commercial banks should be growing by at 
least 4 percent per year. 

(2) Interest rates should be positive relative to inflation. 

(3) Commercial banks should be financing a wider range of 
enterprises than before the program in terms of size, sector 
of activity, and geographic area. 

(4) The GOZ budget deficit should be financed from the market 
at market rates of interest, rather than monetarily at near 
zero interest as at present. 

(5) No GOZ constraints should remain on bank interest rates 
or fee structures. 

(6) Required reserves should be set at minimum levels 
necessary for stability of the banking system. 

(7) Required reserve deposits should be remunerated at market 
price. 
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(8) The Central Bank should be acting only as lender of last 
resort and should change market-based interest rates. 

(9) The GOZ should be moving to replace administrative credit 
ceilings (direct controls) with indirect controls on credit 
that are automatically linked to mobilization of resources by 
the banking system. 

o The GOZ will name the representatives to regular bi-annua1 
consultations with USAID in the context of the PSSP on the content 
and implementation of the Financial Sector Program. 

6.5 Conditions Precedent to Release of the Second Tranche 

Prior to the second disbursement under the Program Agreement, the GOZ 
will be expected to make substantial progress in reaching its financial sector 
reform objectives by: 

(1) reducing commercial bank reserve requirements to minimum 
levels necessary for stability of the banking system; 

(2) removing remaining constraints on bank interest rates or fee 
structures 

(3) reducing the gap between the rate of inflation and the Bank of 
Zaire money markekt rate; 

(4) reducing total commercial bank obligations to the Bank of 
Zaire as a proportion of required reserves relative to the 
level of December 31, 1987. 

The first Program Implementation Letter (PIL) will describe the specific 
degree of progress expected, given economic conditions at the signing of the 
Program Grant Agreement. 

AID will obligate funds to the program annually. Decisions on 
subsequent releases of dollar import funding will be made twice annually in 
the context of GOZ-AID bi-annua1 consultations on the progress in the 
financial sector reform program. These consultations would occur following 
IMF and World Bank supervisory missions on the structural adjustment program. 

In these consultations, the GOZ and AID would review performance in 
fulfilling conditions precedent, consider overall progress in financial sector 
development, and establish expected performance for the next period. 

Given the current state of development of the financial sector reform 
program and plans for reform measures by the GOZ, AID would expect the 
following conditions to have been achieved by time of the first six-month 
consultative meeting: 
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Gap between BDZ exchange rate and uncontrolled market rates of no 
more than 20 percent. 

Inflation rate no more than 75 percent. 

Gap between inflation and BDZ'S lending interest rate in the money 
market reduced to no more than 35 percentage points. For example, 
if inflation rate does not fall below 75 percent by the end of 
1988, BDZ's nominal lending rate in the money market must increase 
above the April, 1988 rate of 35 percent. Interest rates on BDZ 
rediscounts and advances to commercial banks must equal or exceed 
the monel market interest rate. 

Reserve requirement of 10 percent or less on deposits of more than 
3 and less than 6 months. Reserve requirement of 5 percent or less 
on deposits of 6 months or more. 

Reduction of total commercial bank obligations to the BDZ as a 
proportion of required reserves by at least 5 percentage points 
relative to the level of December 31, 1987. 

USAID does not wish to establish rigid and exact quantitative measures 
as conditions precedent to the second rele~3e because meeting these specific 
targets requires changes in a number of exogenous factors. Some of these 
exogenous factors may be outside the control of the GOZ. If the GOZ was 
unable to meet one or two of these specific targets but was still judged to be 
making sufficient progress toward the major financial sector objectives, AID 
would wish to have the flexibility to approve a release. Applying these 
targets as rigid conditions would remove this flexibility. 

6.6 Conditions Precedent To Subsequent Releases 

Subsequent releases of dollar import funds would be based on the GOz's 
meeting satisfactorily two conditions: 

(1) The GOZ will undertake those measures agreed upon with AID during 
the bi-annual GOZ/AID program consultations to execute financial 
sector reforms, including measures at attaining the specific 
objectives identified jn the Financial Sector Development Policy 
Statement for the purpose of: 

(a) promoting the mobilization by commercial banks of domestic 
financial resources and private savings; 

(b) fostering a more active money market and interest rates more 
representative of the real economic cost of funds; and 

(c) increasing the amount of credit in real terms available to the 
private sector. 

(2) The GOZ will demonstrate during the regular GOZ/AID program 
consultations that the agreed-upon monitoring criteria have been 
met with respect to progress on the financial reforms envisaged 
under the program. 
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6.7 Establishment And Interpretation of Be~rks 

Benchmarks will be established to assess progress towards major 
objectives for the financial sector. While the fundamental objective of the 
PSSP will remain private sector growth, two specific underlying problems have 
been identified for which solutions can be found and progress towards 
objectives measured. These are mobilization of resources by the financial 
sector, and efficient allocation of these resources to the private sector. 

o Increased Mobilization Of Private Domestic Resources By The 
Financial Sector 

The PSSP will monitor the change in real value of private deposits 
in the commercial banks. The exact nature of the deposits to be calculated 
and a method for deflating current values to calculate real growth will be 
determined and agreed upon in the GOZ/AID consultative meetings and through 
PSSP-funded studies, if necp.ssary. 

o Efficiency In Allocation Of Domestic Financial Resources To The 
~ate Sector 

The PSSP will monitor the real cost of funds to the banking sector, 
in particular the rate of interest in the money market relative to the rate of 
inflation. The proposed benchmarks for progress in the reduction of the gap 
bet\/een inflation and the money market would be set at the bi-annual 
GOZ/A.I.D. consultations and would be based on likely and possible progress 
during the next period. The objective would be the return to positive 
interest rates relative to inflation as soon as is feasible. These benchmarks 
would not be proposed as conditions precedent to fund disbursement. They are 
meant to serve as qucntitative indicators of whether overall economic 
environment and development measures are achieving results. The GOZ would, 
however, be asked to commit itself to seek measures to improve the structure 
and incentives in the financial sector to help achieve PSSP objectives. USAID 
would agree to commit additional funds to the program after each six-month 
reView, provided the GOZ continued to make good-faith efforts to devise and 
install measures needed to improve performance of the financial sector 
relativ~ to the benchmarks. 

6.8 Further Financial Sector Studies And Reform Measures 

The PSSP will provide for a number of financial sector studies which 
will be undertaken during the course of the program under consultation with 
the GOZ. The results of these studies will be used to establish additional 
and improved benchmark monitoring measures and to suggest additional 
performance conditions where required. Studies will include some of the 
following topics: 

o Methods for measurement of real interest rates (RIR) and growth in 
real bank deposits. 

o Offsetting reduced BDZ lending to banks with reduced reserve 
regJirements: cost and benefits. 

o Exclusion of agricultural campaign credit from credit ceilings: 
cost and benefits. 
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o Direc~ BDZ financing of the budget deficit: cost and benefits. 

o Pre-conditions required for replacement of administrative credit 
ceilings by indirect controls. 

Bi-annual program reviews with the GOZ will be used to determine the 
actual studies undertaken and to develop additional reform measures as the 
program unfolds. 

6.9 GOZ-USAlD COordination Of The PSSP 

Since the PSSP is to be implemented over a five-year period, a formal 
mechanism will be established to ensure coordination of the government's 
medium term financial sector development programs - FSAC and SAL II - with the 
PSSP. The program agreement will provide for twice-yearly GJZ-USAID meetings 
to include the Bank of Zaire. These meetings would review and consider the 
following: 

o The performance of the financial sector relative to agreed 
benchmarks. 

o The reasons for satisfactory or unsatisfactory performance relative 
to these benchmarks: to include contribution of policy measures and 
the impact of exogenous events. 

o Implementation status of previously adopted measures. 

o Disbursements and recoveries of PSSP private sector loans. 

o Impact of PSSP financing on both the financial sector and private 
enterprises. 

o Status of policy studies or program interventions. 

o Additional measures required for the success of the program. 

Meetings would normally be scheduled after GOZ- World Bank/IMF meetings 
on policy-based lending programs in order to utilize macroeconomic and 
financial information normally prepared in advance of such meetings. 

6.10 Long-Term Objectives For The Financial Sector Policy Environment 

Studies and monitoring of the progress of both the lendir.j and policy 
elements of the PSSP will be necessary to identify and negotiate further 
measures in the context of the ongoing structural Adjustment Program. USAID's 
long-term vision of the policy environment governing bank credit and 
mobilization of resources would be characterized by: 

Control of aggregate liquidity through indirect means (cuntrol over 
the monetary base) rather than through 
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o Direct BDZ financing of the budget deficit: cost and benefits. 

o Pre-conditions required for replacement of adrrdnistrative credit 
ceilings by indirect controls. 

Bi-annual program reviews with the GOZ will be used to determine the 
actual studies undertaken and to develop additional reforw measures as the 
program unfolds. 

6.9 GOZ-OSAID OOOrdination Of The PSSP 

Since the PSSP is to be implemented over a five-year period, a formal 
mechanism will be established to ensure coordination of the government's 
medium term financial sector development programs - FSAC and SAL II - with the 
PSSP. The program agreement will provid~ for twice-yearly GOZ-USAID meetings 
to include the Bank of Zaire. These meetings would review and consider the 
following: 

o The performance of the financial sector relative to agreed 
benchmarks. 

o The reasons for satisfactory or unsatisfactory performance relative 
to these benchmarks: to include contribution of policy measures and 
the impact of exogenous events. 

o Implementation status of previously adopted measures. 

o Disbursements and recoveries of PSSP private sector loans. 

o Impact of PSSP financing on both the financial sector and private 
enterprises. 

o Status of policy studies or program interventions. 

o Additional measures required for the success of the program. 

Meetings would normally be scheduled after GOZ- World Bank/IMP meetings 
on policy-based lending programs in order to utilize macroeconomic and 
financial information normally prepared in advance of such meetings. 

6.10 Long-Term Objectives For The Financial Sector Policy Environment 

Studies and monitoring of the progress of both the lending and poliC)' 
elements of the PSSP will be necessary to identify and negotiate further 
measures in the context of the ongoing structural Adjustment program. USAID's 
long-term vision of the policy environment governing bank credit and 
mobilization of resources would be cha~acterized by: 

Cbn:rol of aggregate liquidity through indirect means (control over 
the monetary base) rather than through direct administrative credit 
controls. 

Financing of the Treasury's needs primarily through borrowing from 
the public (including financial institutions) at market interest 
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rates, rather than from the central bank. 

An independent central bank monetary policy centering on stability 
in nominal aggregate demand. 

Minimal prudent required reserves in interest-bearing form, along 
with prudent supervisory controls of the banking system's 
capitalization and risk exposure. 

Absence of administrative controls on interest rates, credit 
allocations, exchange rates, or banking fees and commissions. 

Q)"" 
00/ 
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7. EVALUATION 

The quick disbursement objectives established for each tranche of the 
PSSP foreign exchange grant require that participating intermediary financial 
institutions obligate and disburse dollars on behalf of qualified private 
sector businesses as quickly as possible. While success in attaining the 
longer term objectives and in assessing inpact of the PSSP can only be 
measured over years, the short term objective of increasing access of 
qualified private sector MSE importers and borrowers can and will be monitored 
and evaluated literally on a month-to-month basis. 

The nature of the PSSP, therefore, requires very careful coordination of 
the planning of the approach to and systems for both the monitoring and 
evaluation of the program. In this regard, refer to Section 4, Monitoring 
Plan, Annex 1, Logframe Matrix, and Annex 5, Administrative AJlalysis. 

7.1 An OVerview Of The PSSP Monitoring And Evaluation System. 

The PSSP directly involves four major public and private sector entities 
or beneficiaries all of whom will receive -input- benefits and are expected to 
achieve -output- results. 

o The Government of Zaire which receives a dollar grant in exchange for 
policy reforms. 

o The Participating Commercial Banks which obtain access to additional 
foreign exchange and local currency on behalf of their private sector 
customers and benefit from profitable fees obtained for letter of 
credit and exchange transactions, and from incremental interest income 
from term lending. In return, the banks undertake to increase term 
lending to private sector borrowers. 

o Targeted Private Sector Companies which receive foreign exchange and 
local currency term credit for essential imports, working capital and 
local purchases fcr increasing production and expanding their 
enterprises. 

o Non-Targeted Private Sector Entities and Individuals which benefit 
from an improved investment and banking climate and access to credit, 
and contribute to achievement of a higher level of productive private 
sector economic activity. This included MSE employees, consumers, and 
smaller urban and rural producers. 

The performance of all these participant beneficiaries must be taken into 
account in the design of the monitoring and evaluation system if attainment of 
PSSP objectives is to be measured. Exhibit 7.1, Relationships Among PSSP 
Program/Beneficiaries, which follows this page, illustrates the linkages among 
the major beneficiaries. 

The approach used in designing the monitoring and evaluation system 
started with a definition of the current situation, looked ahead to 
end-of-program goals and objectives, and then determined the intervening needs 
for monitoring, evaluating, and assessing on a short and long term basis 
program performance against targets. 
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EXHIBIT 7.1 

RELATIONSHIPS A~ONG PSSP PROG~1/BENEFICIARIES 

G 0 Z 

ACCESS TO FORE GN EXCHA."JGE AN!:> 
LOCAL CURR NCY CREDIT 

PRIVATE SECTOR 
PROGRA'1 BORRO~"ER:; 

INCREASEQ ~ AND 
~i HAN RESOURCES 

OTHER PRIVATE SECTOR NON
TARGETED ENTITIES AND 

INDIVI9UALS 

/ . ( I (;): 



-64-

o The Current Situation 

Baseline data was collected on the current status, activities and 
performance of all particpants. Th:s baseline data included GOZ 
reports, IMF/World Bank statistics and economic summary reports, 
banking sector and individual bank operating and financial statements 
and analytical reports, and comprehensive consulting surveys 
commissioned by USAID on the private sector, the banking system, 
socio-economic environment, and the overall investment climate. 

o End Of Program Goals And Objectives 

PSSP goals and objectives were established for each of the 
participating beneficiaries and specific quantitative and qualitative 
measures established for measuring progress towards objectives as 
measured from the baseline data. 

o The Monitoring, Evaluation And Assessment System 

The PSSP design attempts to coordinate in a meaningful way the 
monitoring, impact and special studies and evaluation programs to 
satisfy operational, short and medium term and end-of-program 
assessments of performance and goal-objective attainment. Refer to 
Exhibit 7.2, Monitoring and Evaluation OVerview, which follows this 
page, for a graphic portrayal of the monitoring and evaluation plan. 

7.2 The Measurement Of Program Performance. 

Program -evaluation- will be an on-going task of the Program Management 
Unit supported by outside consultants and auditors. Formal -Evaluations- will 
be scheduled at 18 montbs, 3 years, and EOP intervals. Formal evaluations 
will utilize essentially the same measurement criteria, the baseline data 
sources, program performance information and the methodology employed by the 
PMU in its on-going monitoring activities. 

The monitoring and evaluation plan ta.kes each one of the target 
beneficiaries - GOz, Commercial Banks, T::.r'2C'.2t) Private Sector MSE borrowers, 
and Non Targeted Private Sector Entitiel:. 2.1'1,':: Individuals, - and analyzes these 
key evaluation elements: program - input' t.u ' .. he beneficiary, expected 
-output- from the beneficiary, and qualitQtive and quantitative measurements 
of outputs against plan. Exhibit 7.3, Major Elements For Monitoring and 

'EValuation, which follows this page examInes each of these elements and 
provides the basis for the PSSP's monitoring and evaluation system. 

Monitoring and evaluation of conditionalities and performance benchmarks 
are also built into the PSSP. Refer to Section 6, Conditions And Covenants, 
for a discussion of proposed targets and measures for assuring performance 
against these conditions and benchmarks. 

~I 
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EXHIBIT 7.2 

~O~lITORING AND EVALUATION OVERVIE1·: 

- PRIVATE SECTOR SUPPORT PROGRAM -

t10~ITORING, P1PACT STU!'JlES, EVALUATION 

ON-GOING ~1ONITO!UNG AND SPECIAL 
I~1?ACT STUDIES 

~ 
r 

18 3 
"IO:-:THS YEARS EOP 

FO~1AL EVALUATIO~lS 

I ~ • • 
LOP 

EOP OBJECTIVES 

PROGRA'I 
OBJECTIVES 

. GOZ 

BANKS 

PIUVATE 
SECTOR 

OTHER 
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EXH 1131 T 7.3 

MAJ~ ELEf.£NTS FOR MaN I TORI NG AND EVALUATION 

PRIVATE SECT~ SlPPORT PROGRNJI 

PSSP EXPECTED 
TARGET BENEFICIARY PSSP I NPUT TO BENEF I ClARY OUTPUT FR()-1 BENEF I ClARY 

GOVERtK:NT OF ZAIRE I. S35 MILLION QUICK 
DISBURSING GRANT FOR 
RESTROCTURING CGlMER
C I AL BANK! NG SECTOR 

I. PCl..ICY AND 
REGULATORY REFORMS 

1.1 Publish Flnllncllli 
Development Policy 
Stlltement 

1.2 MlIlntllln IlberllllzlItlon 
policies re exchllnge rlltes, 
deficits, free Interest 
rlltes, price IlberllllZlItlon 
tllrlffs, lind blliance of 
pllyments. 

1.3 TlIke lIpproprlllte lind 
timely lIctlons to meet 
PSSP conditlonlliity 
benchmllrks: Incent 
blinking system to 
profltllbly mobilize 
nlltlonlll liquidity lind 
Increllse term lending to 
private sector MSE 
segment; promote lIctlve 
banKing money market; 
liberlllize bank reserve 
requirements and credit 
celli ngs. 

PROGRESS MEASUREMENTS 

I. I Publlclltlon of stotement 

1.2 Declining Interest rlltes, 
positive relll Interest 
rlltes, reduced deficits 
price reforms lind 
Improvements In bolonce of 
pllyments. 

1.3 Increllse In real deposits 
In banking system ond 
depositor bllse; Increose 
In blink term lending to 
prlvllte sector MSEs; 
lIctlve blink money mllrket; 
Ilberlllized blink reserve 
requirements; lind more 
rational determlnlltlon of 
bank credit ceilings. 

1.4 Sources: GOZ, IMF, World 
BlInk reports; PSSP 
monitoring reports; 
pllrtlclplltlng lind 
fiducillry blink reports; 
specllli consulting ond • 
oudlt reports; evoluotlons. 

I 
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Exhibit 7.3 Cont'd. 2. TECHNiCAl ASSISTANCE 2.1 GOl/USAID Consultations 

COMMERCIAL BANKS 

TO GOl FOR FINANCIAL on financial sector reform 
SECTOR REFORM PROGRAM recommendations. 

I. ACCESS TO $35 MILLION 
TO ~EET CUSTOMER 
DEMAND FOR FORE I GN 
EXCHANGE WITH NO FX 
RISK ANO PROFITABLE 
TRANSACT ION FEE 
STRUCTURE 

2.2 Action plans and timetables 
prepared for agreed reforms. 

2.3 Agreed reforms enacted. 

1.1 Participating banks draw 
down FX fund for qualified 
private sector customers on 
a quick-commitment qulck
dlsbursment basis. 

1.2 Participating banks review 
and qualify borrowers and 
Imports against USAID-
spec I fled borrower target s, 
commodity specifications 
and sou rc I ng requ I rement s. 

2. IMF and World Bank dialogue, 
monitoring reports, special 
studies and evaluations. 

I. Foreign exchange drawdowns 
meet USA I D-determ I ned 
disbursement targets. 
Partlclpatl ng and fiduciary 
bank reports, monitoring 
reports, special consulting 
surveys, and evaluations. 

2. DELAYED TERM 2.1 Banks pass on USAID local 2. Borrowers receive preferen
tial local currency short 
tenm payment conditions. 
Local currency repayments 
made on schedule. 
Partlclpatl ng and fiduciary 
bank report s, mon Itorl ng 
reports, special studies and 
audits, and evaluations. 

REPA YMENT TO USA ID 
OF LOCAL CURRENCY 
EQUIVALENT OF 
FX DRAWOOWNS. 

currency term payment condi
tions to private sector 
borrowers. 

2.2 Banks repay local currency 
2.2 Banks repay local currency 

equivalent of fx to counter
part fund on agreed terms 
and schedu les. 

I 
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Exhibit 7.3 Continued 

TARGETED PRIVATE 
SECTOR SME 
BORROWERS 

3. I:-PROVED BAN< I NG 3.1 Banks expand their local 3. 
ErN IRONt-ENT currency deposit and 

Trends In mobilization of 
money supply and loans to 
SME borro'olers Increasing 
I n rea I term s. Centra I 
bank, commercial and 

RESULTING FROM GOZ depositor base In real 
POLICY AND REGULATORY terms. 
CHANGES (See I above> 

4 • ACCESS TO LOCAL 
OJRRE tCY FROM U SA I D 
COUNTERPAAT FUf'i) F~ 
ON-LENDI NG TO 
PRIVATE SECTOR MSEs 

I • ACCESS TO FORE I GN 
EXCHANGE F~ ESSENTIAL 
COMMODITY IMPORTS ON 
FAVORABLE REPAYMENT 
TERMS AND NO FOREIGN 
EXCHANGE RISK 

2. ACCESS TO LOCAL 
CURRENCY TERM LOANS 

3.2 Banks make longer term loans 
to smaller private sector 
borro'olers. 

3.3 Banks realize greater share 
of the national money supply. 

3.4 Bank lending portfolios to 
St-E borro'olers are profitable. 

f I duc I a ry bank report s, 
IMF/World Bank reports and 
statistics, program 
monitoring and evaluation 
reports, and special 
consulting surveys. 

4. Participating banks Increase 4. 
volume In real terms of term 
lending to target private 

Central bank, participating 
and fiduciary banks, and 
program monitoring reports. 
Special Impact and research 
surveys and evaluations. 

sector St-Es. 

1.1 Targeted private sector MSEs 1.1 Partlclpatl ng and fiduciary 
have access to FX for 
critical Imports. 

1.2 Critical Imports result In 
Increased production and 
plant utilization levels, 
higher productivity, 
enhanced capital utilization, 
Investments In expansion or 
new business ventures, 
Increased usa of local 
production Inputs and human 
resources 

2. Availability of local 
currency for working capital 
and local currency 
Investments result In expanded 
business activities. 
See 1.2 above. 

bank reports, monitoring and 
evaluation reports, and 
special studies and audits. 

1.2 Special surveys by outside 
consultants, and evaluation 
reports to measure change. 

2. See 1.1 and 1.2 above. 
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NON TARGETED 
PRI VArE SECTOR 
ENT I TI ES AND 
INulVIDUALS 

I. INCREASING ACCESS TO 1.1 Increoslng short ond medium 
LOCAL CURREICY CREDIT term local currency lending 
OVER UP as Investment climate and 

banking regulotory 
environment Improves. 

1.2 Increosed employ~dnt 
opportunities frO!'l business 
expansion of both targeted 
and non targeted business 
expansion. 

1.3 Increased demond for locolly 
produced Inputs. 

I. Partlclpotlng bonks non
trodltlonol prlvote sector 
term I end I ng port 10 II os 
Increose In reol terms. 
Portlclpatlng ond 11duclory 
bonk reports, monitoring 
and evaluotlon. Meosure
me~rT 01 1.2, 1.3 ond 1.4 by 
special consulting surveys. 
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Exhibit 7.3 COntinued 

PRIVATE SECTOR -
GENERAL 

I. IMPROVED BANKING AND 
INVESTMENT CliMATE 

1.1 Growing confidence In the 
Investment cl Im~te ~nd 
b~nklng system encour~ges 
risk t~klng, new Investments 
~nd expansion of prlv~te 
sector ~ctlvltles. 

1.2 Incre~sed utlllz~tlon of 
Inst~1 led pl~nt c~p~clty 
results In Incre~ses In 
emplo~ent opportunities 
and higher levels of 
local Inputs. 

1.3 ~nks Incre~slngly exp~nd 
term lending to prlv~te 
sector MSEs ~nd 
entrepreneurs. 

I. Gener~1 Improvement In 
business climate ~nd 
economic Indlc~tors. Prlv~te 

sector Investment 
Incre~slng. PI~nt 

utlllz~tlon ~nd n~w business 
st~rt ups. Banks 
Incre~slngly Involved ~s 
loc~1 currency term lending 
Intenmedl~rles b~sed on 
m~Jor loc~1 currency deposit 
b~sps. GOZ, centr~1 b~nk, 

IMF/World Bank, 
p~rtlclpatlng ~nd flducl~ry 

o~nk reports, monitoring ~nd 
ev~lu~tlon reports, ~nd 

special consulting surveys. 
I 
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ANNEX 1 

LOG FRAME MATRIX 

- PRIVATE SECTOR SUPPORT PROGRAM -



NARRATIVE SUMMARY 

Program Golll: The brollder 
objective to which this 
Program contributes: 

Estllbllsh 1I free lind efficient 
flnllncllli sector which will 
support development of ZlIlre's 
private sector, especlllily 
lending to medium lind smlliler 
scale enterprises. 

ANNEX I 

LOO I CAL FRAMEWOOK 

PRIVATE SECTOO SLPPORT PROORAM 

OBJECTIVELY VERIFIABLE 
INDICATORS 

Mellsures of Golli Achievement: 

I. Commercial blink local 
currency deposits 
expllndlng. 

2. Commercllli blinks mllklng 
longer term iOllns to smlliler 
prlvllte sector borrowers. 

3. Reg I onllI blink brllnches ex
pllnd lending cllpllclty and 
loan portfolios. 

4. Higher proportion of money 
supply found In formal 
flnllnclal Institutions 
(50J today). 

5. Term lending becomes a more 
Importllnt and profitable 
Pllrt of the financllli 
services offered by com
merc III I banks. 

MEANS OF VERIFICATION 

I. Centra I Blink reports, IMF lind 
World Bank reports. 

2. Commercllli bank lInnulll 
reports. 

3. Program monitoring reports 
and evaluations. 
.Commerclal blink loan 
portfolios. 

• Prlvate sector 101lns 
made under PSSP. 

4. Program Impact studies. 

I foPORTANT ASSUfoPTiONS 
COncerning long term vlllue of 
progrllm/proJect: 

I. ZlIlre's economic recovery Indlclltors 
lire pos I t I ve lind Wor I d BlIn~t/l f.F will 
continue to offer support. 

2. GOP grows modestly. 
3. The rllte of Infilltion will be 

hold constllnt or reduced, thus 
mllklng It possible to set Interest 
rlltes I~ relll terms. 

4. Offlcllli lind pllrllilel exchllnge 
rlltes remllin In 1I blind rllnge 
of 20% • 

5. No mllJor neglltlve economic or 
polltlclli uphellvllis. 

I 
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Page 2 Logical Framework 

NARRA T1 VE Sl.JM.V·RY 

Program PUrpose: 

To restructure the Zairian 
commercial banking sector to 
support productive Investment 
by medium and smaller scale 
enterprl ses. (MSES) 

EOPs: 

OBJECTIVELY VERIFiABlE 
INDICATORS 

I. Financial sector reforms 
begin to establish an 
Improved Incentive 
framework that will 
encourage Increases In real 
value of resources mobilized 
and credits allocated by 
commerlcal banks to the 
prl vate sector. 

2. Structural or Insti-
tutional constraints to 
financing private enterprise 
are Identified which may be 
reduced or removed by th I s or 
future projects. 

3. MSE employees, consumers, 
and smaller urban and rural 
producers benefit, respectively 
from Increased employment, 
greater supplies of basic 
consumer goods, and Improved 
urban markets for agricultural 
and other products. 

MEANS OF VERIFICATION 

I. Commercial and fiduciary 
bank report I ng 

2. Monitoring reports and 
evaluations. 

3. Separate stUdies carried out 
by consultants and contractors 

IMP~TANT ASSUMPTIONS 

Pu rpose to Goa I : 

I. GOZlIMF agree to policy changes 
which make It feasible to 
mobilize domestic savings and pro
fitable to make short 
2. Stabilization and structural 
adjustment measures control money 

I ncludl ng annual Impact surveys. 3. 
supply and Infflatlon approprlatly. 
Private sector confidence In the 
financial sector Increases. 

4. IBRD Structural Adjustment Loan and 
other similar funding buttress 
these reforms and continue over 
LOP. 

5. IBRD and USAID projects complement 
each other. 

I 
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Page 3 Logical Framework 

NARRA TI VE SllfooMARY 

Outputs 

I. Po I I cy and regu I atory reform 
condItions Identified, 
developed and enacted. 

2. Commercial banks Increase 
lending to private 
enterprises, especially 
medium-scale and smaller 
enterprl ses (MSEs). 

3. MSEs and smaller enterprises 
benefit from lending and 
access to broader range 
financial services from 
commercial banks. 

OBJECTIVELY VERIFIABLE 
I~ICATORS 

1.1 Consultations held, studies 
carried out, recommendations 
developed. 

1.2 Action plan and timetable 
developed actions taken 
and conditions met. 

2.1 S-T and M-T loans to MSEs 
Increase to both tradi
tional and non-traditional 
MSE borrowers. 

2.2 MSEs meeting repayment 
repayment schedule. 

2.3 MSE loans are distributed 
over wider range of size 
of enterprises, geographic 
locations, and sectors. 

2.4 Increase In numbers of 
MSEs serve by each 
participating bank. 

3. I HI gher number of MSEs 
enjoy permanent credit 
relationships with banks. 

3.2 Increase In MSE capacity 
utilization, production 
and profltabl Iity. 

MEANS OF VERIFICATION 

I. Men Itorl ng reports and 
evaluations and :eparate 
studies by conSUltants. 

2. PIRs 
3. Fiduciary bank reports and 

audit reports of commercial 
bank lending. 

IMPORTANT ASSUMPTIONS 

I. C.p.s to Initial and subsequent 
disbursements met. 

2. IMF and IBRD reforms cons I stant 
with program. 

3. Private sector willing and able 
to change Investments strategies. 

4. Private sector and the public 
regain confidence In banking 
sector. 

5. Markets for MSE products will 
develope of expand. 

6. There are suflclent viable MSEs 
to whom banks are willing to lend. 

;6/ 



Page 4 LogIcal Frsnework 

NARRA TI VE SU~RY 

Inputs ActIvItIes and Types 
of Resou rces: 

I. Program management. 
3 L-T PSCs - 15 person 
years plus local hIre staff. 

2. TA for polIcy reform 
progr5ll/monltorl ng - 70 
person months of studIes 
and S-T TA. 

3. Contract wIth fIducIary 
bank for management of 
lendIng component. 

4. Ccmmodlty Imports ($) and 
commercIal bank lendIng (Z). 

5. AudIts 

6. EvaluatIons 

TOTAL 

OBJECTIVELY VERIFIABLE 
INDICATORS 

Level of Effort/ExpendIture for 
Each ActIvIty: 

AID S GOZ (CPF) 
$ 3,400,000 $ 500,000 

$ 950,000 $ 50u,oon 

$ 250,000 $ 500,000 

S35,OOO,OOO SI3, 500, 000 

$ 200,000 

S 200,000 

$40,000,000 SI 5,000,000 

MEANS OF VERI FICATION 

I. Program management record s 
and reports. 

2. Project ImplementatIon 
Reports (P IRs). 

I""'ORTANT ASS';:-!='TIONS 

AffectIng Input-To-Dutput LInk: 

I. InstItutIonal contractor 
establishes effective program for 
polIcy analysIs, program 
monitorIng and evaluation, and 
polIcy dIalogue In tImely fashIon. 

2. FIducIary bank capable of 
dIsbursIng funds, securIng 
repayments to CPF, and monItorIng 
transactIons. 

3. Project OffIcer and economic 
research offIcer have resources 
to meld all actors Into effectIve 
program. 

4. Ccmmerclal banks participate 
enthusiastically In progrsn. 

I 
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ANNEX 2 

TECHNIeAL ANALYSIS 

- PRIVATE SEC'roR SUPPORT PR(x;RAM -

2.1. Introduction 

The PSSP has two basic objectives. 

o Restructure the zairian commercial banking sector and enable it 
to support productive investment by medium and smaller-scale 
enterprises (MSEs). 

o By assisting MSEs, help (1) rev~rse the decline in industrial 
production and (2) re-establish demand and supply linkages 
between urban and rural areas. 

This Annex covers the background, rationale, and objectives of the 
second, or "operational", phase of the PSSP: the provision of foreign 
exchange for essential private sector imports, and lending of local 
currency for working capital and local procurement. While the eIP and 
local currency lending programs described in this Annex are closely 
related to continuing efforts to obtain macroeconomic and financial 
system reforms, and are linked to major World Bank and IMP efforts in 
these areas, the fundamental underlying macroeconomic issues and reform 
objectives are discussed in detail in Annex 3, Economic Analysis. 

The sections which follow summarize the ne~ds of the major 
beneficiaries of both the eIP and local currency lending programs - SQall 
and medium-sized private sector companies - and the operations and 
constraints of the finance and banking system through which dollar and 
local currency funds will flow to private sector recipients. This 
analysis of needs, constraints and opportunities will be followed by a 
description of how the dollar eIP and local currency needs of the private 
sector will be addressed and how the two program elements will operate. 
The Annex concludes by summarizing benefits expected from the dollar and 
local currency credit programs. 

)D~ 
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2.2 Medium And small Businesses in Zaire 

(1) Objectives And Methodology 

This section of Annex 2 presents the consolidated summary of 
three interrelated research projects conducted in support of the private 
Sector SUpport program design. 

·OVerview Of the Small And Medium-Sized Private Sector, 
SUrvey Of capital Markets And Financial Intermediaries, And 
EValuation Of Training Needs And Resources~, Coopers & 
Lybrand, JUly 15, 1987. 

·commercial Trading Enterprises SUrvey", Coopers & Lybrand, 
December 15, 1987. 

~SUrvey Of the Medium-Sized private Enterprises And 
Assessment Of Their Financial Needs", Coopers & Lybrand, 
April 29, 1988. 

These reports have been placed on file with USAID/Kinshasa and 
AID/Washington, and are available for review. 

The objective of the research was to provide the necessary 
understanding and background documentation on the chara~teristics, 
operating mode and technical, financial and training constraints and 
needs facing small and medium sized private enterprises in the 
manufacturing and production sectors in Zaire. 

The field survey, probably one of the most comprehensive of its 
kind in Africa, covered more than 130 small-sized private manufacturing 
companies, 80 small-sized trading enterprises in three different regions, 
and 38 medium-sized manufacturing and commercial enterprises in the 
capital city of Kinshasa. 

The owners or managers of these enterprises were interviewed -
in a large number of cases twice - and were encouraged to discuss freely 
and at length the subjects and problems they deemed important. Their 
premises were visited and a data collection questionnaire was completed 
by almost all the persons contacted. Detailed company profiles were 
prepared for most of the companies included in the sample. 

Linkages between the target groups and both the structured and 
the non-struGtured financial sectors were reviewed. Interviews were 
conducted with representatives of the Bank of Zaire, all of the local 
commercial and the development banks, savings and loans cooperatives, 
credit unions and private money-lenders. 

~j 
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(2) Definition Of ·Small And Medium Enterprises· 

Enterprises of between 10 and approximately 30 employees have, 
in general, the operating and financial characteristics of non-structured 
·cottage-industries· and their owners/managers are more craftsmen than 
entrepreneurs. By contrast, in the 30 to 100 permanent employee range, 
the companies were found to have all of the fundamental characteristics 
of formal enterprises. 

Similarly, the 100 permanent employee mark defining medium-sized 
industry appeared to be too restrictive in a situation where labor is 
cheap and plentiful, mechanization is underdeveloped, and individual 
productivity is not very high. A number of companies employing between 
100 and 500 employees can not reasonably be classified as large 
companies, if one looks at the complexity of their production process, 
their organization, management and financial characteristics and their 
access to financial markets. 

It was also found that the small-sized structured enterprises 
and medium-sized enterprises had so many fundamental management and 
financial traits in common as to make the distinc~ion between them 
somewhat meaningless for anything but identification purposes. 

The target survey group was accordingly defined as those small
and medium-sized private companies of between 30 and 500 employees. 

(3) position Of The Manufacturing Activity \~ithin The OVerall 
Economy Of Zaire 

Zaire's Gross Domestic Product (GDP) increased by 5.06 % in 
constant value (base 1970) between 1970 and 1984, while the population 
increased by 37 percent during the same period, from 21,600,000 to 
29,700,000. 

Excluding the mining, metallurgical and infrastructure 
industries which are represented mostly by large parastatals, the 
industrial sectors of manufacturing and construction show the steepest 
decrease, both in absolute and relative terms, while the agricultural and 
services sectors show an increase, both in absolute and relative terms. 

Manufacturing represented 6.17 % of the total GDP in 1984, down 
from 8.02 % in 1970, or a decrease of 19 % in constant terms. 

Beverages and chemicals were the only industrial activities to 
show an increase in constant terms. TObacco remained constant, jumping 
from ninth to sixth position while, all other manufacturing activities 
showed a decrease in constant terms. 

Trading, both in imported and local goods, represented 26.77 % 
of the total in 1984, up from 25.7 % in 1970, or an increase of 11.09 % 
in constant terms. 
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(4) Major Findie&s Of The Research Conducted Among The sample Of 

Small And M ium Industries 

An overwhelming percentage of the companies surveyed were 
experiencing great difficulties at the time of the research. These 
difficulties arise from the institutional and fiscal environment in which 
they have to operate, and ,the present financial and economic conditions 
of the country. 

o Institutional Environment 

The general institutional and regulatory environment which 
small- and medium-sized businesses in Zaire have to operate is common to 
all categories of private enterprise, whatever their size, location or 
type of activity. This environment is characterized by: 

A lack of confidence in the politico-economic outlook of the 
country, both among outside investors and among the locally 
established business community, and little trust in the 
civil service. 

Rapid depreciation of the national currency, which 
influences the companies' abilities to calculate their costs 
accurately and to adjust their selling price as they renew 
their inventories. In addition, it reinforces the negative 
impact of the delay between the production of the goods and 
their invoicing and the collection of payments by the 
customer. Commercial credit has, in most cases, disappeared 
and is replaced by a cash-on-order or cash-on-delivery 
policy • 

Tightness in the banking market of short-term funds in local 
currency, and chronic shortage of foreign exchange available 
to small- and ~edium-sized private enterprises, due to the 
Central Bank's monetary policy and those of the commercial 
banks. 

Direct and indirect taxation which is heavy, ill-suited to 
the inflationary environment and does not really encourage 
operations which increase the value added in Zaire. 

Widespread feeling of fiscal and administrative haras~ent. 

Importance of the parallel economy, especially with regard 
to the competition that illegal imports represent for 
locally established manufacturers. 

The fiscal environment does not encourage the conduct of 
local productive activity. Financial statements of 
enterprises have become almost meaningless since the fixed 
assets and the corresponding provision for depreciation and, 
the inventory of goods and parts are not revalued. The 
operating profit which is calculated is often fictitious and 
hider, the decapitalization, in real terms, of the companies. 

/f.i/ X 
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An indirect taxation, whose major objective should be to 
encourage the development of the local production of goods 
through import tariffs and export incentives, but is 
designed less with this objective in mind than with the 
short-term maxtffiization of the government's fiscal receipts. 

The inefficiency of public corporations constitutes a hindrance 
to the operation of private economic activities. They are characterized 
by overstaffing, their civil servants are notoriously underpaid, often 
poorly qualified and sometimes corrupt. 

o Characteristics Of The Companies surveyed 

Sources Of SUpply 

The data clearly show that most companies in the 
manufacturing sector rely predominantly on imported raw 
materials and spare parts for lack or unreliability of local 
sources of supply. 

All companies interviewed stressed that their cumber one 
concern was access to additional hard currency, but that 
better local currency financing was also highly desirable. 

Women As SUppliers And Clients 

There were some instances of important female-owned or 
operated enterprises as direct clients of the companies 
surveyed. The percentage was very small and the cases 
mentioned almost exclusively concerned enterprises which are 
owned by politically important women. No company 
interviewed mentioned that they had a female-owned or 
-operated enterprise as a supplier of raw material, spare 
parts or other goods or services. 

These findings suggest that when women have their own 
enterprises in the formal sector they probably operate as 
traders in the interior rather than in the import-export 
business or in the industrial sector. Study 8, outlined in 
Annex 6, proposed Research, EValuations and Impact Studies 
and Human Resources DevelOpment, will research further the 
role of women in the private sector. 

Utilization Rate 

Most companies currently operate at a very low utilization 
rate, less than 49 % on the average. The main cause of 
equipment under-utilization is the lack of raw materials 
needed to operate the existing equipment. The second major 
cause is the competition from legal or illegal imports, and 
the third is the reduction in market demand due to the 
decrease in the population's purchasing power. 



profitability 

Working at low utilization rates, it is likely that most 
companies operate at, or around, break-even point. The 
profit figures were consistently extremely low, or in a 
number of cases, had been negative in 1986 and 1987. 
Company.representatives expected a worsening of their 
results for 1988. 

Relationship Between utilization Rate And unit cost 

The consequence of working at low utilization rates on unit 
costs can be dramatic since companies experience 
difficulties in reducing their fixed costs proportionally 
with their reduction in output. Consequently, the average 
break-even point remains high. 

TWo solutions can be found to counter this phenomenon, both 
dealing with a reduction in the direct production cost. The 
best solution is to increase productivity; the second is to 
decrease the quality of the manufactured product~. 

In the manufacturing sector of Zaire, where raw materials 
represent so much higher a cost than personnel in the direct 
cost of production, a significant increase in productivity 
can be achieved mainly through investment in better 
machinery and equipment. The difficult economic and 
financial situation of a large proportion of the 
medium-sized industrial companies has, however, limited 
their willingness, or potential, to invest. 

Some companies, reluctantly, have had to have recourse to 
the second solution of decreasing their direct cost of 
production so as to keep on operating at, or above, 
break-even point,. and to retain their market volume. 110st of 
these companies have now reached the level at which they 
have exhausted their "reserve". 

Access To The Banking Sector 

companies in the 30 to 500 employee range had access to the 
commercial banking system in the forms of overdraft 
facilities, short-term loans, or other forms of credit. 
Below the 30 employee level, access was found to be 
extremely uncommon. 
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While all companies in the target group had some form of 
working relationship with banks, the amount of financing 
they could get was usually totally inadequate, both in terms 
of working capital and investment financing. The shortage 
of financing has nothing to do with their "bankability" but 
is caused by the limited amount of funds whi.ch are available 
for credit through the commercial banking sector, and by the 
lending policies of the commercial banking sector which are 
geared towards the large companies, the parastatals, and the 
import-export businesses. 

Marketing Characteristics 

A large proportion of the companies suffered from a 
reduction in sales in constant terms from 1985 to 1987, and 
all the sectors except plastics were affected. This 
decrease in sales was primarily due to the difficulty in 
keeping equipment in operation even though a market for 
their products existed. 

/10 
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A number of executives stressed the decreasing unit selling 
price in constant terms of their products which correspond 
to a switch from high or medium to low quality products to 
take into account the decreasing purchasing power of their 
customers. Local,ly manufactured products must compete with 
similar imported products on which little or no, import 
taxes are paid. It is well known that custom tax evasion is 
carried out on a grand scale. 

While the encouragement of the local industry is proclaimed 
as official policy, the purchasing practices of parastatals 
which are large purchasers of manufactured goods often favor , 
contracts with foreign suppliers. 

Local industries in some sectors, textile and clothing for 
instance, face competition from foreign manufacturers which 
dump their low quality or obsolete products on developing 
countries' ma~kets at the marginal cost of production. 
Locally produced goods cannot compete on these terms. 

Very few industries were found to export their manufactured 
goods to developed countries or to other neighboring African 
states. 

Employment 

Whereas the average activity of the companies surveyed 
decreased by 5 %, as measured by sales in constant Zaires, 
employment increased by 3 % during the same period. This 
phenomenon can be explained by a number of factors among 
which: 

The strong legal protection employees enjoy under Zaire's 
labor code. 

Salaries are low and represent a small proportion of the 
total cost of production. This deters employers from rapidly 
adjusting the level of their work force to current economic 
conditions. 

Companies are reluctant to fire workers and clerks, not to 
mention foremen and middle-managers they trained 
on-the-job. The major reason was the fear of not being able 
to find personnel of similar quality if they needed to 
increase their work force. 

JI/x 
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The manufacturing sector represents a very high percentage 
of total formal sector employment in the major cities. This 
is extremely important with regard to social stability 
because the population growth of the main urban areas in 
Zaire has been considerable in the past 20 years and shows 
no sign of abating. 

The emplqyment of women was found to be extremely low, less 
than 4 % of the total employment on the average. 

OWnership Of capital 

All the companies surveyed were locally established under 
Zalrian business law. Most of the medium-sized industrial 
companies are owned by expatriates rather than by Zalrian 
nationals. Most, however, have Zalrian shareholders whose 
presence has often more to do with their potential of 
interaction with the authorities than with their real 
participation in the management of the company. 

(5) Major Findings Of ~e Research conducted Among The Sample Of 
Small Trading companies 

The trading enterprises surveyed may be divided into three 
categories which are characterized by quite different styles of 
operations. 

Large Trading COmpanies 

This category includes local enterprises of more than 100 
permanent employees. They typically have a well established 
organization, their internal accounts are well kept and 
their financial management systenl is sound. These companies 
usually have a long history of successful operations in 
Zaire, their s~ores are well-maintained, and their shelves 
are well provisioned with a large and diversified inventory. 

Large trading companies have relatively easy access to the 
banking sector and are able to obtain overdraft facilities 
or letters of credit. The commercial banks provide mainly 
short-term funds. Most of the medium to long term 
investments in fixed assets are self-financed. 

The Small And ~ledium Trading Operations Managed 8t 
Expatriates 

There are trading enterprises employing less than 100 
percent permanent employees belonging to expatriates. They 
normally operate with less than 30 employees. They present 
a number of characteristics which make their operating style 
somewhat similar to the one of the local branches of the 
large private trading companies. 
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These commercial enterprises usually trade semi-wholesale 
and retail in basic manufactured consumer goods and locally 
produced raw agricultural products cassava, coffee, corn, 
palm nuts, paddy rice. 

Most of these enterprises have access to the banking sector 
for limited amounts of short-term credit. 

The Zairian-9perated Trading Enterprises 

These trading operations could hardly be classified as full 
enterprises. Their operating characteristics make them 
closer to "mom and pop shops" and their owners think more 
like individual artisans than like entrepreneurs. They 
usually are small, employing on a permanent or temporary 
basis between land 30 people including the immediate family 
of the owner-manager. 

Most are characterized by: 

o Book-keeping in its simplest form and the absence of 
proper accounting. Most of the owners tend to keep track 
of cash receipts only and not of their charges. They 
equate the receipts with their operating profits. 

o Lack of proper planning of purchases and of analysis and 
control of the inventory, resulting in quasi-pe~anent 
shortages, lack of variety of products offered and 
deterioration of goods with a low turnover. 

o confusion between company and family funds. 

o Employment of parents or relatives as sellers, either in 
the shop or on-the-road. There is no serious supervision 
of them and they often receive no salary. 

Role Of Women In Trade 

Although women play an important role in commerce, this role 
was found to be almost exclusively confined at the lowest 
end of the scale; i.e., as individuals selling a few 
products in the market or in the informal sector. 
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Marketing Characteristics 

Trader activity is decreasing in small cities. Traders 
usually blamed this phenomenon on the quick deterioration of 
their vehicles resulting from the condition of the roads 
combined with their inability to obtain the funds needed to 
purchase new vehicles and spare parts. The reasons set 
forth by the interviewees, though real, are not sufficient 
to explain the reduction of activity. Traders have, in the 
past, faced the same problems. 

It is generally recognized that such factors as the improper 
use of the vehicles, their lack of preventive maintenance, 
and the careless use of such costly equipment by 
inadequately trained, motivated and supervised drivers have 
long existed and resulted in high operating costs. The 
importance of these costs was long hidden by fat profit 
margins. 

The diminution in the purchasing power of the average 
consumer in the urban areas, and the disappearance of the 
"trade quota" system, have been factors which have 
aggravated the economic environment in which the small-sized 
traders have been used to operate. A large number were 
unable to adjust their businesses and practices to new 
circumstances. 

Sources Of SUpply 

The shops for general trade usually contain all sorts of 
basic products: food, hygiene, fabric and clothes, small 
household appliances. They also often offer radiob, 
batteries, flashlights, bicycle spares and repair kits, 
sometimes cement or corrugated iron. Drugs are only sold in 
pharmacies. 

Traders do not impart or export directly the manufacturing 
or agricultural goods they trade in. They provision 
themselves, or market the agricultural products through 
larger companies. Only the urban wholesalers import 
directly. 

There is a strong linkage between trade and agriculture 
since most merchants interviewed both traded in manufactured 
goods and in raw agricultural products. A significant 
number were involved in farming and/or ranching. 

Traders' purchases of agricultural products to farmers are, 
in most cases, made for cash. Barter is practiced on a 
limited scale. 

Traders usually have to purchase their general trade items 
on a cash basis. Credit has almost disappeared in 
transactions over the past two to bhree years because of the 
high rate of inflation. 



13 

Recent structural Changes In Trade Patterns 

FUndamental changes have been taking place in the trade 
structure in recent years. 

Until 1981/83, economic legislation strongly favored trade 
to the detriment of production activities. Price control 
mechanisms together with exchange rate distortions tended to 
keep producer prices and import prices at an unrealistically 
low level. The result was rationing through quotas of 
insufficient production and imports to meet excess demand; 
extensive gray and black markets and an almost absolute lack 
of competition on the supply-side among traders, importers 
and producers. Effective consumer prices for unprivileged 
normal consumers were often 3 to 5 times higher than 
producer or initial imported prices, and an excessive number 
of unproductive inte~ediaries shared the enormous trade 
margins and benefits. 

Since economic liberalization has been applied and demand 
has been seriously restricted by more severe monetary and 
credit policies, trade margins have been successfully 
reduced to almost no~l levels in most sectors. Not only 
did the numerous unproductive intermediaries of the 
Rquota-trade" disappear, but more direct marketing has 
become a common feature in many traditional trade relations. 

More productivity gains will have to be made, however, in 
the distribution system of manufactured products to 
counterbalance inflation. While the internal distribution 
system is becoming leaner and more competitive, much remains 
to be done at the importers' level. 

A great many bottlenecks and inefficiencies in the 
agricultural and trading systems still remain to be resolved 
to significantly raise the standard of living in most of the 
country's rural areas. 

- Main Problems Encountered By Traders 

proulems in transportation certainly ranked as the number 
one concern among traders interviewed. Almost universally 
mentioned were badly deteriorated roads, long transport 
delays, e~en when the goods are shipped by air, long waiting 
lists for railway wagons; theft, not infrequently on a large 
scale, during transport by truck, railway or at the airport 
warehouses, road blocks and persistent racketeering by local 
officials, lack of spare parts for trucks, difficulty in 
replacing old trucks; and scarce fuel supplies. 
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In addition to increasing the cost of marketed products, 
these problems are extremely serious. In the long term, they 
might cancel the benefits of the agricultural products 
liberalization policy pursued by the Government, since large 
quantities of products are wasted for lack of transportation 
and proper warehousing. 

Insufficient working capital and lack of credit ranked 
second in the traders' preoccupations. The working capital 
difficulty, in turn, is related to a number of factors: 
inflation, high percentage of inventory losses and improper 
pricing methods. 

(6) Financing Needs And Resources 

o constraints In Access TO Financing 

The accessibility of the target group to credit is very 
limited. 

In addition to guarantees or other securities, the banks 
always base their lending decisions on an evaluation of the companies' 
financial data. Both these requirements effectively leave little chance 
for the smallest entrepreneurs to be considered "bankable". 

Security in the fonn of a mortgage on the business property 
is almost meaningless for bankers. Firstly, the real market value of a 
store, or even a house, in the small towns is very low and, second, banks 
are usually unable to effectively acquire ownership of the mortgaged 
property in the case of default. 

With respect to financial statements, most small 
enterprises, and a number of medium-sized ones, keep two sets of 
accounts, one for official or fiscal use an the ~ther for the owner's 
eyes only. The fonner are not even considered ~( the banks and they tend 
to view the latter with deep misgivings. 

Some small businessmen deliberately do not want to ask for 
credit because they are afraid of banks. Companies above the 30 
employees level, however, were found to be able to meet the lending 
conditions required by the commercial banks. Shortage of credit supply, 
not "bankability" is the major constraint. 

With a strictly limited supply of funds, the market for 
loans is a suppliers' market. consequently, commercial banks have little 
incentive to reach the more risky and more 'costly segment of the market. 
Banks are apparently satisfied to limit their actions to customers such 
as the large private companies and the parastatals, and to restrict their 
services to the safest ones in providing overdrafts and documentary 
credits. 

) IlP 
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It is clear that the root of the problem remains the 

availability of hard and local currency funds available for credit. 

o General Characteristics Of The Financial Intermediaries 
sector As It Relates TO MSE Financing 

The credit controls in force determine the type and volume 
of operations undertaken by the commercial banks. Such controls do not 
affect the development banks. The lending policies of the latter are 
based on the availability of funds and whether the projects qualify or 
not for lending. 

The commercial banks lend Short-term, but such credits are 
limited overall by the credit ceilings. Of the short-term credits 
available, only a minimum amount goes to the MSEs • 

. 
Credit Unions generally offer short-term consumer credit 

only to their memb€rs. While they collect large amounts of deposits, a 
number of studies have demonstrated their inadequate management capacity. 

SOFIDE, the largest of the two development banks, offers 
medium- and long-term funds for investment and approximately 60 % of such 
funds are made to the MSEs. Loans are generally made in foreign currency 
and the repayments are calculated on the foreign denominated debt. 
Because of the weak zaire currency, the effective repayment cost has 
become prohibitive for most present and potential borrowers. 

Commercial banks' medium and long term credit is extremely 
limited. The economy and market forces are such that banks do not have 
the interest and ability to attract, and consequently to lend, these kind 
of funds. 

o Allocation Of Foreign CUrrency Resources 

The foreign currency resources currently transiting via the 
commercial banks is at the level of u.s.$ 550 - $ 600 million per year. 
This amount includes World Bank and other grants and loans made to the 
GOS but excludes G€camines and petroleum export revenues which are 
directly taken up by the Bank of Zaire. 

In addition to the resources deployed by the commercial 
banks, an estimated u.s.$ 200 to $ 400 million is handled by the parallel 
market each year. This amount obviously fluctuates and increases 
particularly when the differential between the official and parallel rate 
is significant. At the time of the study, the differential had been no 
less than 25 % for a number of months. 

The commercial banks allocate their hard currency in roughly 
the following order: 
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petroleum products imports: 

companies in all sectors, parastatals: 
(bankable) companies: 10-20 %. 

30-40 %, Multinationals, large 
30-50 %. Medium and small-sized 

Of the 10-20 % level reserved for the MSEs in the official 
financial system, traders and industrial companies have an even share of 
this allocation. The amount estimated to be available for these 
enterprises is now on the order of U.S.$ 60 to 120 million per year. 
Probably a maximum of 50% of this amount goes to the manufacturing 
sector, or in the range of u.s. $30 to 60 million per year. 

Financing in local currency, while less problematic than 
financing in hard currency, is still well below needs. The credit 
policies of the central Bank are very restrictive and companies 
experience severe cash flow problems because they have to deposit the 
counterpart value of 100 % of the amount of their letters of credit when 
these are opened. 

It is very important to note that almost all companies have 
had to abandon any form of customer credit to mobilize the financing they 
need for local currency operating funds. 

o Estimate Of Working capital Financing Needs 

Short-term foreign currency financing needs of the 
medium-sized companies in Zaire, which are not presently available 
through the banking system, are in the range of $60 and $100 million a 
year. The need for local currency financing of the small and 
medium-sized companies in Zaire is roughly estimated at 2.2 billion 
zaires annually, or around U.S.$ 18 million in 1987. 

o Investment Financing Needs 

Net private transfers have been deteriorating since 1983 in 
suc::h a proportion that the net public transfers have not been able to 
compensate for the fall. They have consistently been negative for the 
past three years which might indicate how little new private foreign 
investment has been realized during the period. 

Since very little medium- to long-term financing can be 
obtained through the commercial banks, or currently through SOFIDE, which 
presently experiences a difficult financial situation, the investment 
financing gap is estimated at approximately u.S. $12 million equivalent 
for the 38 medium enterprises surveyed, a large proportion of which would 
require foreign currency. This gap represents the level of desired 
funding needed by the MSEs surveyed for projects they are already 
contemplating. 

jl V 
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(7) Recommendations 

o Major Difficulties of MSEs 

Small and medium sized private enterprises face major 
problems which are listed in decreasing order of priority. 

The cost and/or unavailability of inputs for production 
because of a shortage of foreign exchange and lack of 
working capital. This problem is absolutely general and 
constitutes the primary constraint. 

The cost and/or unfeasibility of extending distributor 
credit, because of rapid monetary depreciation and 
inadequate outside financing ~or working capital. This 
affects market demand. 

The age and poor condition of the productive equipment, 
because of a shortage of hard currency for purchase of spare 
parts and of medium and long term financing for 
rehabilitation or modernization of the equipment. 

The burden that receivables represent for those companies 
dealing with government agencies and parastatals. 

The absence of a systematic or efficient program of local 
purchases by the parastatals. 

The lack of an adapted financial training program. TO be 
really helpful, and appealing to the targeted population, 
the training would have to be very practical and directly 
applicable by the entrepreneurs in the day-to-day management 
of their companies. The managers of small- and medium-sized 
companies need management tools rather than general 
management concepts and principles. 

All companies interviewed insisted that what they ~eed most 
at this time is working capital and better access to foreign exchange. 
Given this kind of assistance, a large number declared that they could 
tackle most of their other problems. 

o criteria For Success In Implementing An Assistance package 

Most MSE managers think that donor agencies have not 
demonstrated any real interest in small, private industry. Entrepreneurs 
estimate that financial assistance has, almost always, been directed 
towards the agricultural sector, the parastatals and government 
organizations. 

TO ensure success of the private sector project, three major 
conditions appear to be essential 



18 
Build up confidence in the ability of donor agencies to 
deliver quickly an assistance package tailored to the needs 
express~ by the intended beneficiaries themselves. 

Implement a flexible project structure operated by 
experienced managers with enough authority to answer 
industrialists' real needs. 

Do not involve a government agency in the management of the 
project and of its funds. 

(8) Conclusion 

The research clearly illustrates the extremely difficult 
situation that small and medium sized private companies have been 
experiencing for the past two years. 

The lack of financing, especially the shortage of foreign 
exchange, the macroeconomic monetary policies, and the commercial banking 
sector's attitude towards the small and medium-sized manufacturing sector 
are major constraints hampering the development, and even endangering the 
s~rvival, of these companies. 

2.3 The Financial Sector - An OVerview 

(1) Financial Sector Institutions 

1. The Central Bank 

The Bank of Zaire is zaire's central bank and performs all the 
normal functions of a central bank such as monitoring financial 
institutions, administering national monetary and credit policies and 
managing international reserves. The Bank is headed by a Governor and a 
Vice-Governor, appointed by the President. Its day-to-day operational 
chief is the Managing Director, a position currently filled by a staff 
member of the IMP on secondment. The Bank has about 2,000 employees and 
a number of regional offices. 

The Bank of Zaire supplies certain banking services to the GOZ 
and parastatals, such as making advances to the Treasury, managing issues 
of Treasury bonds, managing the printing of currency notes, buying for 
local currency the 55 percent of Gecamines' export receipts that 
Gecamines does not retain, receiving royalties in foreign exchange from 
exporters of crude oil, handling transactions with the IMP, selling the 
Treasury foreign exchange as required. 

The Bank of Zaire also makes substantial advances to the 
commercial banks, especially since 1986. Based on its balance sheet 
shown in Exhibit 2.2, below, interest income from advances to banks in 
1987 at 25 percent must have been more than twice the interest income 
from the GOZ at 4 percent. 

) 
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In addition to monetary policy, the Bank of Zaire has ample 

authority through the Banking Act to control and regulate bank and 
non-bank financial institutions and to approve the establishment of new 
financial institutions. However, the Ban;; of Zaire does not always use 
its full regular~ry powers in its interaction with the financial 
institutions. Instead, it has concentrated on establishing credit 
ceilings, setting reserve requirements, and establishing limits on the 
commercial banks' foreign exchange holdings, as discussed below. As a 
result, bank and non-bank financial institutions have developed in a 
largely unregulated and laissez-faire environment. 

Fortunately, seven out of the nine commercial banks 
established in Zaire are either branches, affiliates or subsidiaries of 
major foreign banks, and therefore operate according to the internal 
nonns and control standards imposed on them by their respective parent 
organizations. One of the major local banks (BZCE) has no current 
foreign affiliation (100 percent owned by the GOZ) but was originally an 
affiliate of the Bank of Amer ica,. It continues to be run very much as a 
private commercial bank, due mainly to the fact that it has maintained 
the staff and the internal procedures developed by Bank of America. 

This partially explains why there have been no bank failures 
in Zaire, with the exception of the then 100 percent locally-awned Bank 
of ~inshasa, which declared bankruptcy in 1986 and has since been taken 
over by the GOZ. Nonetheless, there is a need to develop and implement a 
simple and clear regulatory framework but to create tools and instruments 
to implement ics provisions. This is discussed below in the section on 
the ongoing financial sector development program. 

2. Commercial Banks 

The consolidated balance sheet of the commercial banking system 
is shown in Exhibit 2.2 in nominal terms, while the trends in bank credit 
and deposit taking are shown net of the impact of inflation in Exhibits 
2.3 and 2.4. 

There are nine commercial banks in zaire: 

--- BCZ: Banque commerciale Zalroise 

--- UZB: Unio~ Zalroise de Banques 

--- BZCE: Banque Zalroise du Commerce Exterieur 
(ex-Banque du peuple, ex-Societe Congolaise de 
Banques) 

--- NBK: La Nouvelle Banque de Kinshasa 
(ex-Banque de Kinshasa) 

--- Citibank 

--- Barclays Bank 

--- BACAZ: Banque Continentale Africaine au Zalre 

--- BIAZ: Banque Internationale pour l'Afrique au Zalre 

IJly I 
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The three major banks, BCZ, UZB, and BZCE, hold 75 percent of 
total commercial banking assets. BCZ and UZB are privately owned whereas 
BZCE is owned and controlled by the GOZ. The only other GOZ-owned 
commercial bank is NBK, which was declared bankrupt in 1986 but is 
currently being kept alive artificially by heavy cash injections from the 
Bank of Zaire. The remaining five banks are either branches or 
subsidiaries of foreign banks. They have branches only in Kinshasa 
(except for BIAZ which has a small branch in Shaba), and have only 12 
percent of the market. 

The soundness of a banking system is measured in tenns of its 
liquidity, profitability and the quality of its loan portfolio. The Bank 
of Zaire acts as the lender of first resort to the banking system through 
its money market facility. The banks are thus able to borrow from the 
Bank of Zaire through the money market window to cover their needs. For 
this reason, the banking system in Zaire may be considered liquid with 
exception of the NBK, a GOz-owned commercial bank which was declared 
bankrupt in 1983. For the most part commercial banks in Zaire are sound. 

Applying normally accepted measures of bank capitalization, such 
as capital to total assets, the commercial banks are undercapitalized. 
The average level of capitalization for most commercial banks in Zaire 
measured in terms of capital to total assets, which is below 1 percent, 
is much less, for example, than in the much more secure environment of 
the United States where this ratio is 6.5 percent. The level of 
capitalization is important since it helps the bank withstand potential 
losses from non-performing assets. 

All branches and affiliates of foreign banks operating in Zaire, 
however, have access to a wide and strong capital base of their parent 
organizations. The undercapitalization with respect to foreign banks' 
branches in Zaire, therefore, is to some extent an artificial problem. 
The publicly owned BZCE is capitalized at 5 percent which is not adequate 
but nevertheless is hi9~ compared to the foreign owned banks. 

3. Development Banks 

There are two development banks in Zaire: SOFIDE and the 
Agricultural Credit Bank (BCA). 

o SOFIDE 

The Societe Financiere de oeveloppement (SOFIDE) was established 
as a limited liability company in 1970 with 40 percent Gdz and 60 percent 
private participation, including 18.75 percent subscribed by the IFC. 
SOFIDE's original purpose was to foster the development of a domestic 
capital market and to finance investments in productive sectors. Today 
it is the main term lending institution in Zaire and the only 
non-government source of investment capital and credit for the private 
sector. Although historically concentrating on rehabilitation and 
modernization of existing industrial capacity and agricultural and 
transport projects, SOFIDE has recently increased financing of small and 
medium enterprises. 

} '} 1)/ 
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SOFIDE is by far the larger of the two development banks with a total 
portfolio of 6.6 billion zaires compared with 0.2 billion zaires for the 
SCA at the end of 1986. 

SOFIDE is funded almost entirely from external long term loans 
provided by the World Bank group and other international institutions. 
Since foreign exchange risks are passed on to the borrower, the constant 
depreciation of the local currency has resulted in high levels of unpaid 
loans due to the exchange rate burden. The GOZ has established an 
exchange risk guarantee scheme for SOFIDE's loans to address this 
problem, but the program is not operational. Given the financial burdens 
such a scha~e could entail, the World Bank has recommended that it be 
limited to MSEs if eventually it becomes active. 

o The Agricultural Credit Bank (SCA) 

The Bangue de Credit Agricole (BCA) was created by the GOZ 
in 1982 to provide credit. to small and meqium size farmers and small 
agribusinesses. The SCA is both a development and a commercial bank. As 
a commercial bank, it collects deposits from the public, extends 
commercial loans and is subject to credit ceilings. As a developmer.t 
bank, it funds itself from external sources and makes medium to 
relatively long ter.n loans outside the ceilings. 

The BCA is currently suffering from the lack of deposits to 
expand its ~rtfolio. It has, up to the present, depended mainly on the 
GOZ for both capital and deposits. However, it is expec~ed that the GOZ 
will soon open the 3C.!I,'S capital base to outside sources, which \vill 
allow the Be; to offer shares to international institutions. Wi~h an 
increased capital base, the SCA will probably open new branches to expand 
both deposit-taking and credit operations. 

4. Non-3ank :inancial Institutions 

:he forr.al sector of the non-bank f.inanc:al sys~em cOffipr:ses the 
following ~ns~itutions. 

-- SONAS: 
-- CADEZA: 
--- CCP: 
- INSS: 
--- MOSI:10: 

-- COFIKI: 

State owned insurance monopoly. 
A public savings institution. 

A GOZ postal savings entity. 
The social security fund. 
A subsidiary of a commercial bank, specializing in 
construction and real estate financing. 
Also a subsidiary of a commercial bank, specializing 
in construction and real estate financing. 

Most of these institutions are GOZ owned, poorly managed, 
undercapitalized and overstaffed. If rehabilitated, it is possible that 
they could play a major role in mobilization of savings and in 
channelling savings into productive use through the lending 
institutions. Their current condition is such, however, that 
rehabilitation would be a long-term process. 
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The informal non-bank financial sector comprises several 
institutions established by community-based organizations and religious 
groups. '!he most important are the Saving and Credit Cooperatives 
(COOPECS). The COOPECS are very simple gr~s-roots organizations whose 
main activity is safeguarding savings for their members. To date, 
COOPECS do little lending, depositing instead their free cash with their 
regional apex organizations, the COCX:ECS. Some of these funds are 

.ultimately .invE!sted in Treasury bonds, but accounting and control 
mechanisms are veLY weak at both the grass-roots and regional levels. 

The grass-roots COOPECs are totally unregulated and the absence 
of any real competition from the banks has allowed them to expand rapidly 
in the last few years. By the end of 1987, COOPECs had mobilized an 
estimated 1.5 billion zaires in savings deposits, or 7 percent of 
commercial banks' deposits. Because of their growing importance, the GOZ 
will soon introduce a law regulating the the cooperative financial 
institutions. 

(2) Financial Markets 

1. The Money Market 

o Money supply 

The financial 3ector in Zaire is characterized by a rapid 
growth in.money supply over the last five years. Ml* grew from Z 13 
billion in 1983 to Z 57 billion in 1987 representing an increase of 430 
percent over that period. :~* on the other hand, grew almost at the same 
proportions during the sane period: Z 14 billion in 1983 to Z 60 billion 
in 1987. 

The major component of Ml is the fiduciary currenCj 
circulating infornally out.3ide the banking sector. 'TIle fiduciar~' money, 
as a percentage of l~, grew faster than the growth in Ml itself. 

This phenomenon reflects on one hand the failure of :he 
banking system to iT'Obilize ':he financial resources being released 0'1' :.he 
central bank and on the ot~er hand the ability of the informal sec:or to 
suck and retain liquidity. 

'TIle holding of liquidity by :he public outside the banking 
system was exacerbated in 1983 when a major commercial bank became 
illiquid and unable to meet withdrawals. 'TIle confidence in the banking 
system was severely unde~ined and the public further held onto its cash 
rather than depositing it into the banks. The Central 9ank was therefore 
obliged to pump more liquidity into the banking system in order to keep 
up with the demand for withdrawals. This explains not only the relative 
importance of the fiduciary currency outside the banking system but also 
its causes and origins. 

As mentioned earlier, the over-liquid nature of the zairian 
money supply reflects the banking system's inability to mobilize deposits 
and the relative strength of the informal sector in retaining 
liquidity. 

)~~I I 
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It is estimated that one out of two Zaires issued by the 
central Bank circulates and remains outside the banking system. In 
addition to the institutional causes identified above, there are 
socio-economic elements that further influence the retention of cash by 
the informal sector; i.e., a cash economy where most payments such as 
salaries and business transactions are settled in cash, lack of an 
adequate branch banking network, and the psychological security and the 
social habit of holding cash. 

The failure of the commercial banks to mobilize deposits 
and the relative strength of the informal sector to hold onto it, make it 
doubly difficult for the Central Sank to pursue and implement an 
efficient monetary policy and to fight inflation. As long as the Central 
Bank acts as the lender of first resort, there is no incentive for the 
commercial banks to go out of their way to mobilize needed resources. 
The fiduciary portion of the money supply, therefore, serves to fuel 
permanent and structural inflation. 

**M2: 

currency in circul3cion plus current account deposits in banks 
and non-bank finan:ial institutions. 

Term de~osits. 
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Several attempts have been made by the monetary 
authorities in the past to solve the excess liquidity problem in Zaire 
-- without much success. For instance, in 1984, BDZ decided to 
demonetize the Zaire currency by destroying all existing bank notes and 
replacing them with new ones. This measure traumatized the population 
and probably contributed to the dismissal of the central Bank Governor • 

. .. 'I1le.s~cond at teIT18t to draw liquidity from the public! s hands was through 
the issuance of Treasury Bills. .. 

In the words of one monetary expert, the excessive 
liquidity problem in zaire can only be solved wit~in the context of 
intermediation by the financial institutions, changes in the met~od by 
which the GOZ finances its budgetary deficit, and the creation of viable 
monetary instruments. 

o Bank Credit 

The aggregated balance sheet of the commercial banks is 
shown in Exhibit 2.2, below. The bulk of commercial banking deposits are 
in the form of short te~, non-i~terest bearing demand deposits. These 
resources are used to financ~ short term needs of borrowers - short te~ 
loans of less than one year and overdrafts. 

Commercial bank lending rates were 32-46 percent in 1987 an: 
45-53 percent in early 1988, corresponding to the marginal cost of funds 
from the Bank of Zaire's ~oney ~arket ~in~ow of 25 percent in 1937 and 35 
percent after :1arch, 1988. All these races are far below the 100 ;?ercen~ 
rate of inflation experienced .since the ae-~inning of 1987. Alt:-.I.)'Jgh 
lending rates are free to fluctuate, it is also repor~ed that informal 
political pressure would De exer~ed if the rates went higher. 

The aanks' preference for short term lending is due :0 

several factors. 

( 1) :.,ack of ~.onq ':'e r.:1 ~esources: '!he aank' s resour :es are 
primarily in the fo~ of ahort cern demand deposits. The bulk of the 
cash being deposited into the banking syscem is in the form of cash cover 
for import Letters of Credit. It is hig~ly unlikely that banks ~ould 
loan long ter.n with short term resources. Such mismatching of funds, 
which is ~ontrary to sound banking practice, would be very risky and 
would undeniably have serious and negative effects on the stability of 
the banking industry as a whole. 

(2) Lucrative ~on-Credit Business: While banks break even 
on credit transactions, their real profits are derived from the 
commission income generated by import letters of credit, foreign exchange 
transactions and other related services such as currency transfers and 
issuance of guarantees. In other words, the ~0mmercial banks in Zaire 
are making their living mainly by recycling the foreign exchange that 
comes into the country as export proceeds, or as inward transfers, 
including foreign curren~l loans from the multinational agencies, and 
various grants from the donor community. 
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o Regulation of Credit 

The Bank of Zaire has the primary responsibility for 
containing inflation through monetary and credit policies. The following 
policy instruments are currently used for this purpose. 

a. credit Ceilings 

Credit ceilings are used by the Bank of Zaire to limit 
overall bank overdrafts and loans. The overall national ceilings for the 
country are established quarterly by the Bank of Zaire in consultation 
with the mF. Each commercial bank is allotted a share of the tot.al 
based on their individual capital base and deposits. Excluded from 
credit ceilings are transactions that do not result in cash disbursements 
by the banks, as well as contingent liabilities such as letters of 
credit, guarantees, and forward exchange transactions. 

At tht end of 1987, most banks had fully utilized their 
ceilings. The Bank of Zaire is under strong pressure from IMP not to 
increase ceilings for the purpose of accommodating a particular project 
as this would defeat the purpose of controlling the credit expansion, 
although the availability of external financing is taken into ac~ount 
when the overall ceilings are established each year. Unfortunately for 
the banks, a one dollar increase in external resources does not 
necessarily result in a one dollar increaSe in credit ceilings. !n 
discussions regarding the PSSP, the IMP has agreed to take the project's 
foreign exchange and local cULren~l lending activities into account in 
establishing credit ceilings with the GOZ. 

b. ~eserve ~equir~~ents 

This instrument is useo by the Bank of Zaire to sponge 
off excess liquidity from the banking syster.1. Since l1ay 2, 1988, the 
reserve requirement. coefficient stands at 50 percent on total deposits 
and current account balan~es of less than six months, provisions ~ade for 
letters of credi: and ot.her payables, and 100 percent of the count.er?art 
funds account.s in commerc:al banks. 

The balances held by the 3ank of zaire in the fo~ of 
the reser'le requirer.rent are not re.'!lunerat.ed, exept for a portion in the 
form of Treasury bills paying 8 to 10 percent. 

c. 'U1e Money Market ~-1indow 

All commercial banks are structurally short of 
liquidity, largely due to high reserve requirements. Interbank lending 
is practically non-existent since all banks are in the same position. 
~fuen additional liquidity is needed, commercial banks turn to the sank of 
Zaire's money market window for funding because of its relatively low 
rate (35 percent since March, 1987) and easy access (no predetermined 
limits). Banks had borrowed 15 billion zaires from the Bank of Zair.e at 
the end of 1987, versus reserves held in the Bank of Zaire of 27 billion 
(see Exhibit 2.2). 

/Jix 
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Since banks are able to cover all their incremental 
funding needs through this mechanism at an interest rate of 35 percent, 
there is no incentive for the banks to mobilize additional resources from 
depositors. Therefore, the rates charged by the Bank of Zaire 
constitute, for all practical purposes, the cost of funds to the banks. 

d. Rediscount Facilities 

Banks also have access to the rediscount facility for 
short term rediscounting of commercial paper at the rate of 37 percent. 
The overall country credit limit set by Bank of Zaire at the end of 1987 
was 5 billion zaires for this facility. Each bank is therefore allotted 
a share proportional to its credit ceilings. Since the money market 
facility is cheaper, banks are not using the rediscount facility. 

e. Interest Rates 

Between 1981 and 1983, interest rates were liberalized 
and set free to fluctuate, with'the exception of rates on loans for 
non-coffee agriculture, which were held to 22 percent while other rates 
rose to the mid 30s. Agricultural loan rates were finally liberalized in 
September, 1987. 

The following interest rates on GOZ transactions are 
still set by the Bank of Zaire: 

--- The rate of 4 percent which the Bank of Zaire 
charges GOZ 7reasury for advances; 

--- The ~oney mar:<et rate of 35 percent charged by t.~e 
Bank of Zaire to the banks; 

--- The rediscount rate of 37 percent for the 
rediscoum::ng of short term commer-::al paper at ::he 
Sank :>f Zai re '.s '.vindow by commercial janks: 

The rate on Jnsecured advance by the 3ank ,')f Zaire 
to co~ercial ~anks of 39 percent; and 

- The Treasury bill rate to the ?Jblic ranging from 34 
to 45 percent for 28 to 182-day placements, 
respec:.ively. 

o Mobilization of Resources 

The commercial banks' mobilization of deposits is shown in 
Exhibits 2.2 and 2.3. CUrrent account deposits are remunerated at 0.5 
percent, and time deposits are currently earning 3.25 to 33 percent. 
Deposit rates have remained inflexible, despite inflation and the 
competition of Treasury bills introduced in 1984. Since banks have the 
Bank of Zaire's money market rate (currently 35 percent) as an 
alternative, they are not willing to remunerate term deposits at hi3her 
rates. 

BEST AVAILABLE DOCUMENT 
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Banks' ability to mobilize both short and long term deposits 
is also greatly hampered by rigid requirements for opening bank accounts, 
high sr,:. Vice and transaction charges, and the lack of foreign exchange, 
which uLtracts local currency deposits to pay for letters of credit. 

FUrthermore, the banks' incentives to mobilize deposits from 
the public are weakened by the 50 percent reserve requirement, the lack 
of remuneration of reserves, the presumed weakness of demand for loans at 
high interest rates, and since 1986 the easy availability of funds from 
the Bank of Zaire at relatively low interest rates. 

It is generally accepted that Zaire is underbanked in 
relation to its size and its economic and business potential. TOtal 
commercial bank lending stood at 25.5 billion zaires at the end of 1987, 
or about $125 million. In comparison, Senegal, with one-third Zaire's 
GDP, has nearly twice that volume of total bank lending. Furthermore, 
Zaire hqs only about the same number of bank branches as does Senegal 
(about 100), despite being about ten times Senegal's physical size and 
having a deteriorated internal transportation system. 

2. The Foreign Exchange Market 

The Balance of Payments tables (see Exhibit 2.5) show the flows 
of foreign exchange through official channels: principally the overseas 
accounts of the Bank of Zaire, the commer~ial banks, Gecamines, and the 
petroleum exporters. Although no institutional flow of funds matrix 
exists for Zaire, information available show that the Balance of ?ayments 
include flows through the for~ign exchange accounts of the Bank of Zaire 
($7~4 million in 1987, incl~ding for~ign exchange ceded by Gecamines, 
royalties from oil ?roducers, and II~ loans), for~ign exchange recained 
in for~ign accouncs by Gecamines (45 percent of receipts, or about $417 
million in 1987) and by the oil exporting companies (about $134 million 
in 1987), deot relief ($730 ~illion in 1987 in the form of a capital 
transaction, rather than cash), and some foreign assistance disbursed 
from offshore accounts (e.~., USAID's CI?s and ?L-480 import fin~ncing). 

The commercial banKS receive foreign exchange from exporters of 
diamonds, agricultural commodities, and ~iscellaneous ~anufactures, as 
well as inflows from embassies, ~issionaries, and others. The value of 
import letters of credit opened by the commercial banks in 1987 from 
these sources has been estiQaced at only $550-600 million. 

The Bank of ~aire does not open letters of credit for private 
customers, nor do commercial banks sell foreign exchange to the GOZ or 
the Bank of Zaire. Thus, except for net sales by the Bank of Zaire to 
the commercial banks ($42 million in 1987), the public sector and private 
sector financial circuits for foreign exchange remain separate. 

In addition to the flows represented in the official Balance of 
payments tables, substantial sums in foreign exchange are also traded 
through the ftparallel ft market. Parallel market transactions are effected 
directly between the foreign bank accounts of private parties, without 
passing through the accounts of the Bank of Zaire or the commercial banks. 
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Since most private capital outflows require prior approval from 
the Bank of Zaire, the parallel market can sometimes be the only 
practical way to transfer funds out of Zaire. FUrthermore, a difference 
of more than 10 percent between the bank rate and the parallel rate is 
thought to trigger sizeable shifts of export receipts from diamonds, 
gold, and coffee to the parallel market. 

Since october, 1986, commercial bank exchange rates have been 
set by the Bank of Zaire, which allows commercial banks to price foreign 
exchange only one or two percent above the central bank"s official rate, 
which is pegged weekly. In 1987, central bank rate fixings lagged behind 
the parallel rate notably in the early part of the year (about 20 percent 
undervalued relative to the parallel market) and again in December (about 
25 percent undervalued). (See EXhibit 2.6) 

partly stimulated by this slight undervaluation of foreign 
exchange at ~he banks, total sales on the parallel market appear to have 
grown in 1987. One estimate of 1987 sales on thl parallel market was 
$200 million. However, hard data are lacking since the parallel market, 
while not actively suppressed, is officially illegal. The portion of 
sales on the parallel market used for imports as opposed to outward 
transfers is unknown, as is the possible amount of export receipts that 
are not officially registered and that do not return to Zaire as imports 
or through sales on the parallel market. 

Furthermore, because of administrative 'lleakness and individuals' 
preference for avoiding restrictions, it is likely that a substantial 
amount of international trade takes place in various par:s of the country 
(the extreme northeast and the extreme southeast, for example) wi:r.out 
any involvement of official financial ins~itutions or e'len the :<inshasa 
parallel market. 

3. The Governnent Securities Marke~ 

The GOZ' s financing needs are essentiall:{ met ":Jy advances from 
the 3ank of Zaire at 4 ?ercent interest: see Exhi":Jit 2.7. Treasury 
bonds, one series paying 3 to 10 percent ~vailable to ~anks, ano~~er 
series paying 34 to 45 ?ercent (depending on te~ to maturity) available 
to individuals, pl~y a limited role, as do "lottery securities", 'llhich 
are GOZ lottery tickets that bear a low interest rate. 

The GOZ's key concern in financing the deficit has been to 
mlnlmlze the cost to the Treasury. As a result, market-priced Treasury 
bonds have been offered sparingly: the total outstanding on March 31, 
1988 was 6 billion zaires, compared to 33 billion zaires outstanding from 
the Bank of Zaire to the GOZ at 4 percent. 

The new Treasury bills that are currently in circulation were 
launched in 1984 to meet three distinct objectives: 

--- To sponge off the excess liquidity from the public; 

--- TO raise the level of interest on deposits by offering rates 
higher than the bank's deposit rates; and 
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--- To finance the GOZ deficit. 

Treasury bills carry one to six month maturities. The 
subscription amount is paid at the face value minus interest, while at 
maturity the bills are redeemed at the full face value. The resulting 
interest is tax free. There is no secondary market for these instruments. 

The issuance of Treasury bills has not significantly reduced 
liquidity held by the public. On the contrary, the balance between the 
new issues and the redemption of the old has been very low, at times 
negative. In other words, the GOZ Treasury has been from time to time 
paying Woore to the public in the form of the redemption of the 
outstanding 'rreasury bills than it has been able to take in new issues • 

.... 
commercial banks are not allowed to purchase the new Treasury 

bills although some Qanks are still carrying in their por~folios a small 
amount of old Treasury bills issued before 1984, which banks were allowed 
to purchase. 

'Ihe year 1987 marked a net,,, departure in deficit financing, as 
the counterpart of "poli~l-based loans" (PBLs), principally the World 
Bank's SAL, were used as budgetary suppor: for the GOZ, with the proviso, 
however, that this supEXJrt substitute for financing from :he Bank of 
Zaire, rather than add to it. On t~e ass~~ption that tee GOZ woulj meet 
its spending and revenue targets, this would have allowed the GOZ to 
reduce its debt to the Bank of Zaire by 9 billion zaires in 1987, which 
allo':Jed the adr.1inistrative ceiling for bank credit to the private sector 
to rise by 13 billion za~res, an increase of 116 percent. 

In fact, fiscal targets were not met and GOZ bor:owing f:om the 
Bank of Zaire continued to rise at the same time that the ambitious 
target for ~redit to the private sector was fulfilled (in nomina~ ~er.ns), 
resulting in a massive increase in the money supply (see ~xhibit 2.1). 

(3) ::volu:ion Jf ?inanc:'al Sector ;:{efoIT.1s 

1. Tne H1F' s Stand-3y Progr~~s 

'me It1F' s Stand-3y Programs have since 1975 consistently 
promoted greater fiscal control and reduced deficits, market-based 
pricing of foreign exchange and local currency credit, and abolition of 
quantitative restrictions on trade. In addition, as the IMP moves to 
longer-term programs under the SAP, it will increasingly support indirect 
mechanisms for control of domestic liquidity (control over the monetary 
base through opefl~arket, required reserve, and discount policies), in 
place of the direct mechanisms in use now (credit ceilings). The SAP 
will continue to emphasize the need to reduce inflation, which will raise 
real interest rates and increase the efficiency of resource allocation. 
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2. The World Bank's Structural Adjustment Credits 

The first SAL contained a financial sector element which 
initiated discussions in the area of credit policy. Under this program, 
the requirement for pr.ior Bank of Zaire approval of agricultural and 
medium term loans was ~liminated, agricultural interest rates were freed 
from control, allocation of credit c.eilings was streamlined, and the 
turnover tax on banks' interest earnings was eliminated. Some progress 
was also made in discussing agricultural credit policy, regulating credit 
cooperatives, and improving regulation of commercial banks. At the same 
time, the GOZ created a floor (minimum lending volume) for agricultural 
credit for each bank. 

Financial sector reforms are to be expanded in 1988 through the 
FSAC. The overall objectives of the FSAC are to substitute indirect for 
direct regulation of the financial sector, to improve the mobilization of 
resources and to increase-the availability of credit. The priority 
measures taken will be to improve control over the money supply and the 
working of credit and financial narkets. Secondly, measures will be 
considered to improve the policies followed by the commercial banks and 
other credit institutions concerning credit allocation, interest rates, 
and financial intermediation. In addition, several financial 
institutions urgently need rehabilitation measures. Finally, some refoL.1 
in financial regulations will be proposed to support the restructuring 
planned under other measures. 

The ~ajor measures that have been discussed in the context of the 
FSAC are the following. 

o Strengthening the Money Market 

TO make the current money market a true vehicle for 
mobilization and allocation of financial resources at market equilibriun 
interest rates, measures have been dis~Jssed to reform the aank of 
Zaire's intenention in the market by raising the real rate of interest 
and limi:ing the volume of lending. The 10 percentage point inc:ease in 
the 3ank' s ::1Oney market rate that occurred in r1arch was a response to 
this disc!.lssion. FUrthemore, ways to invol'Je other institutional 
investors in the noney market will be investigated. 

o Interest Rate Reform 

While market interest rates are to be brought to positive 
levels, the structure of official interest rates also needs to be 
rationalized. In particular, the existing gap between low rates and high 
rates on different series of Treasury bills needs to be narrowed. 

o Required Reserves 

To reduce the disincentives for savings mobilization, the 
GOZ will study elimination of the reserve requirement for all ter.m 
deposits. 
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o Improved Bank SUpervision 

Debt Equity Ratios 

The low rate of capitalization of most banks 
established in Zaire makes it imperative to directly link banks' 
indebtedness to their capital base. Operationally, most commercial 
bank branches are subsidiaries of foreign banks, but legally they are 
local entities incorporated in Zaire. Therefore they should be 
required to meet a minimum capital requirement. 

Minimu~ capital Requir~~ents 

The Banking Act sets the minimum capital 
requirement of 250,000 zaires. When this figure was established, the 
exchange rate was 1 zaire = $2.00 and $500,000 was considered 
adequate capitalization. currently, the Bank of Zaire requests ne'.-; 
banks to invest a minimum of SDR 4 million. This new requirement 
needs to be Eo~alized, the 3anking Act amended and the existing 
banks requested to adjust their ca~ital base accordingly. 

Limit On Non-~und Com~itments 

These so-called off-balance sheet, fee based 
transactions such as letters of credit, guarantees and forward 
foreign exchange transactions constitute the main source of income 
for the banks. They are a real risk for the banks and although t~ey 
do not affect credit ceilings, their magni~ude should be limited 
without impairing the abili:y of the banking system to finance 
import/export activities. A limit is being proposed under the 
current World Bank rrogram. 

Audit R~~irements 

Althoug~ ~nks 'are reqJired by the 3anking Ac: :0 
have their books audited at least once a year and the audit 
stat~~ents ~uDlished, some 8enks, especially the state-owned banks 
and all the non-banK financial institutions, do not al'.vays confor.:'. :0 

this requirement. ~his exposes the banking system to a great danger 
and does not provi~e the 3anK of Zaire with a warning system agair£c 
the eventuality of ~nk failures. A new "Asset-Liability Situation" 
form is being introduced to supplement the accounting procedures 
manual for all banks. 

Inspection and the Information Plow , 

The inspection efforts of the Bank of Zaire need 
to be strengthened so as to closely monitor the application of the 
banking regulations and to preserve the banks' solvency and 
stability. The strengthening of the banking system also requires an 
accurate and timely flow of information in a two way fashion from 
Bank of Zaire to the banks and vice versa. TWo international experts 
will soon join the appropriate office in the Bank of Zaire. 
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cooperative savings Associations 

A new law governing COOPECs is being drafted. 

o Institutional Restructuring 

NBK 

A determination i3 to be rr~de on the liquidation, 
privatization, or restructuring of the NBK. 

SCA 

A decree will change the statutes of the SCA, the 
agricultural bank, to permit it to open up its capital to 
non-government investors including international institutions. 

SONAS 

The elimination of SONAS' monopoly of insurance 
is under discussion, along with measures to improve SONAS' own 
operations. 

(4) Conclusion 

The financial sector in Zaire is undergoing a period of 
uncertainty and scarcity of banking services due to the overall 
negative macroeconomic outlook: high GOZ deficit, high inflation 
rate, constant depreciation of the currency, diminishing purchasing 
power and lack of credit ceilings and high reserve requirements -
this environment has forced the commercial banks to become highly 
risk averse and to concentrate on the recycling of the small amount 
of foreign currency that is still available. Banks, in other words, 
prefer to concentrate on non-fund activities with high rate of return 
and low risk such as letters of credit, currency transfers, exchange 
transactions and the issuance of guarantees. 

The PSSP has therefore been designed to help alleviate some of 
these problems through its recommended policy reform program. The 
first set of reforms aims at improving the overall macroeconomic 
situation of the country whereas the second portion of the policy 
reform is directed at furnishing ways and means to induce financial 
institutions to mobilize additional resources and at the same time 
increase their level of financial intermediation (see Section 6, 
conditions and covenants, for the recommended reform agenda and the 
following Annex 3, Economic and Financial Analysis, for more 
discussion).). 

2.4 Key Benefits and Major Beneficiaries 

The Republic of Zaire is currently experiencing an acute foreign 
exchange shortage. The country's total annual external payment bill 
amounts to $ 3 billion whereas the export proceeds are estimated at $ 
1.3 billion. The gap must be covered through various foreign 
assistance programs and from the inward transfers of invisibles. 
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The private sector, especially the manufacturing and the 
processing sub-sectors is the segment of the Zairian economy most 
affected by the foreign exchange shortage due to its heavy reliance 
on imported raw materials and spare parts. The shortage of foreign 
exchange coupled with the decllning purchasing power of the 
population and the lack of bank term credit have forced the 
industrial sector the operate at 30 -40 percent capacity. The PSSP 
is therefor.e designed to inject financial resources into the banking 
system so that it can increase its level of financial intennediation 
towards the private enterprises, especially the industrial sector and 
thereby allow the industrial sector to increase its capacity 
utilization. 

The Major Beneficiaries Are: 

The GOZ: The $35 million Credit Fund will'serve as a balance of 
payment support during the three-year period to the Republic of 
Zaire. Further, the local currency equivalent of $10-13 million 
representing the required 25 percent will be provided by the CPF 
therefore the GOZ Treasury will not have to provide this aQount from 
a direct budgetary ?llocation. This source of financing is much less 
inflationary than GOZ borrowing from the central Bank. 

The Banks And The Financial Sector: Banks will increase their 
risk assets portfolio by the amount of loans being provided under 
this project. More importantly, banks will start extending badly 
needed medium term credit to the private sector. They will at the 
same time increase their earning power through the commissions on the 
letters of credit and guarantees. The reform program, on the other 
hand, will induce the financial institutions to mobilize more 
resources, increase their level of financial intermediation and 
improve the quality of their services. 

The Private Sector: Will have access to foreign currency with 
which to finance its basic i~rts. Local currency loans in the form 
of both short and medium term credit will finance local purchases. 
The injection of the new resources should help the industrial sector 
increase its productive capacity and thereby increase the level of 
import substitutions. 

The Absence Of The Foreign Exchange Risk: The foreign exchange 
rate is fixed at the time of the opening of the letters of credit. 
Therefore, neither the banks nor their borrowers will bear the 
exchange risk. The absence of any exchange risk will make the 
borrowings under this project very attractive. 

No Impact On Inflation: The private sector enterprises have 
learned to auto-finance their working capital needs due to the 
absence of bank credit. When the internal financing mechanism is 
replaced by a credit mechanism, the overall impact is less 
inflationary and enterprises do not have to increase their margins to 
cover the self-financing cost. 
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BDZ: The project will fund technical assistance for the Central 
Bank.~is should help strengthen the Qentral Bank's functioning in 
certain key areas. 

The Financial sector: The overall financial sector will benefit 
from the reform program which is designed to make the financial 
institutions more dynamic by inducing banks not only to mobilize more 
resources but also to increase their level of lending. 
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EXHIBIT 2.1 

SOURCES OF GROWTH IN THE MONETARY BASE 

(millions of current zaires) 

1984 1985 1986 1987 

Monetary Base Sources 15,660 19,999 32,111 64,490 

Monetary Financing of Deficit 13,657 14,957 25,043 50,766 
Bank of Zaire 13,404 14,680 20,854 28,477 
Comm. Banks (T. bills in RR) 253 277 4,189 4,929 
Counterpart Funds - SALs 0 0 0 17,360 

corranercial Bank Borrowing 1,148 2,182 3,730 15,225 
Discounting 1,148 2,182 1,216 5,081 
Money Market 0 0 2,514 7,85a 
Others 0 0 0 2,286 

External Account contributions 855 2,860 3,338 (1,501) 

Source: Bank of Zaire data provided to the World Bank and USAID. 

J3~x 
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EXHIBIT 2.2 

COMMERCIAL BANK SECTOR BALANCE SHEET 

(millions of zaires) 
--------------------------------------------------------------------------

1983 1984 1985 1986 1987 
--------------------------------------------------------------------------
TOI'AL ASSETS 9,416 14,199 18,172 30,195 68,866 
------------------------------
Foreign Assets 3,298 3,019 4,323 7,422 16,501 
--------------------------- . 
Domestic Assets 6,118 11,180 l3,849 22,773 52,365 
-----------------------

Reserves 3,110 6,456 7,048 12,485 26,915 
currency 260 659 885 1,418 2,215 
Deposits in BOZ 2,850 5,797 6,163 11,067 24,700 

Domestic Credit 3,008 4,724 6,801 10,288 25,450 
pri vate Sector 2,832 4,471 6,515 9,648 22,932 
GOZ 176 253 286 640 2,518 

TOTAL LIABILITIES 9,417 14,200 18,172 30,195 68,867 
--------------------------
Foreign Liabilities 744 511 1,002 3,093 6,355 
-------------------
Domestic Liabilities 8,673 13,689 17,170 27,102 62,512 
---------------------------

Borrowing 573 1,148 2,182 3,730 15,225 
Discounting 573 1,148 2,182 5,081 
Money Market ° ° ° 7,858 
Others ° ° ° 2,286 

Deposits 7,2l3 9,483 11,576 19,237 40,281 

Private Deposits 7,121 9,459 11,483 19,069 38,975 
Demand Deposi ts 6,236 8,218 9,927 16,515 32,123 
Time Deposits 676 995 1,047 1,855 5,042 
FX Deposits 209 246 509 699 1,810 

GOZ oeposi ts 92 24 93 168 1,306 

Import prepayment 248 184 1,288 1,813 3,626 
Capital Accounts 778 1,406 2,185 4,729 5,427 
other Items Net (l39 ) 1,468 (61 ) (2,407 ) (2,047) 
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EXHIBIT 2.3 

MONETARY SURVEY 

(billions of zaires) 

1983 1984 1985 1986 1987 1988:1 
-------------------------------------------

Net Foreign Assets (broad) (13.5) (16.7) (38.5) (54.5) (96.7) (109.3) 

Net Foreign Assets (narrow) (10.5) (13.9) (36.2) (48.6) (86.6) (99.7) 
Foreign' Assets 11:9 16.4 13.2 27.1 57.2 70.1 
Foreign Liabilities (22.4) (30.3) (49.4) (75.7) (143.8) (169.8) 

(provision for Arrears) (5.6) (5.0) (4.0) (3.4) (5.9) (6.5) 

Other Net Foreign Assets (3.0) (2.8) "( 2.4 ) (5.8) (10.2) (9.6) 
Net Forln. Curro Deposits (0.3) (0.4 ) (0.8) (0.9) (2.2) 0.0 
Provision for Imports (2.7) (2.4) (1.6 ) (4.9) (7.9) 0.0 

Net Domestic assets 14.1 19.3 24.5 39.1 62.3 53.2 

Net Claims on Government 10.3 13.4 14.8 24.9 33.3 27.8 
Credit to Enterpr. & Hseh1ds 2.9 4.6 7.0 11.4 25.1 27.8 
Other Net Domestic Assets 1.0 1.3 2.7 2.8 3.9 2.6 

OVERALL NET ASSETS 0.7 2.7 (14.0) (15.3) (34.4) (51.2 ) 
OVERALL NET LIABILITIES 0.7 2.7 (14.0) (15.3) (34.4) (51. 2) 

Money Supply (f12) 13.7 18.4 23.9 38.0 74.7 82.5 

Money (Ml) 13.0 17.4 22.9 36.1 69.7 76.8 
CUrrency in Circulation 6.1 8.8 12.3 19.0 36.4 43.1 
Demand Deps. (Comm. Banks) 6.2 8.2 9.9 16.5 32.1 33.7 
Demand Deps. (BOZ & CCP) 0.7 0.4 0.7 0.6 1.2 0.0 

Quasi-Money 0.7 1.0 1.0 1.9 5.0 5.7 
Time Deposits (COmr:1. Banks) 0.7 1.0 1.0 1.9 5.0 0.0 
Time Deposits (BOZ) 0.0 0.0 0.0 0.0 0.0 0.0 

Other Items Net (13.0) (15.8) (37.9) (53.3) (109.1) (133.7) 
Gains & Losses (21.2) (27.2) (43.2) (60.8) (125.1) (152.9) 
Counterpart 2.4 3.4 5.3 7.5 16.0 19.2 
Discrepancies 5.8 8.0 0.0 (0.0) 0.0 0.0 
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EXHIBIT 2.4 

OFFICIAL DEVALUATIONS OF THE ZAIRE 

Devaluation 

67 percent 

0 percent 

42 percent 

11 percent 

44 percent 

25 percent 
30 percent 

40 percent 

78 percent 

New Rate Notes 

$ 2.00 

$ 2.00 

Officially in terms of gold 

Officially in terms of the 
dollar 

SDR 1.00 Officially in terms of the SDR 

SDR 0.90 

SDR 0.50 In two steps at th~ end of 
1978 
SDR 0.375 
SDR O.7!625 

SDR 0.1575 

SDR 0.03542 Floating thereafter 

/~D 
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EXHIBIT 2.5 

BALANCE OF PAYMENTS 

(Millions of SORs) 

1982 1983 1984 1985 1986 1987 
------------------------------------------------------

Sources of FX: 

Exports (fob) 1,317 1,577 1,871 1,825 1,572 1,341 
Services 76 108 138 151 161 157 
Official Grants 170 162 170 196 157 165 
Official Loans 192 136 132 155 230 320 
priv Loans & 
Err/Oniss (116 ) (15) 83 111 63 159 

IMF 
SAP 0 0 0 0 0 58 
Stand-By 107 115 158 169 81 70 

Debt relief 136 909 466 411 462 567 

TOI'AL SOORCES 1,882 2,992 3,018 3,018 2,726 2,837 
TOTAL USES 2,227 2,992 3,018 3,018 2,726 2,836 

(New Arrears) 345 0 0 0 0 0 

Uses of FX: 

Imports (cif) 1,022 1,351 1,365 1,392 1,302 1,255 
Services 558 513 627 557 486 545 
Debt repayments 334 320 420 446 410 399 
Interest 285 272 367 328 333 331 
IMF: Repayments 22 10 54 104 94 125 

Interest 24 41 48 56 55 47 
private outflows 14 (3 ) 89 54 53 52 
Arrears paid 0 480 74 51 24 8 
Reserves (32) 8 (26) 30 ( 31) 74 

Sources: 1985-87: IMP, Aide Memoire, Table 4 (French, 2/22/88) • 
1983-84: IMP, EBS/87/86, Table 4 (4/22/87). 
1982: IMF, EBS/83/257, Table 3 (11/30/83). 

/t! I X 
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EXHIBIT 2.6 

Periodic Exchange Rates - 1987 
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EXHIBIT 2.6 

ELEMENTS OF CONTROLLED FUEL PRICES 

January 14, 1988 

TOTAL : 55.700 m3 /T.M./ mo. 

1 cost at the Border (PMF) 
2 Transport & storage cost SOZIR 
3 Bank charges (5.2% PMF) 
4 Loss in transport (0.3% PMF) 
5 Dnport tariff 
6 consumption tax 
7 SUpply 
8 Tax 

(zaires per ton) 
GASOLINE DIESEL 

west East West East 

9200 m3 300 m3 32500 m3 2800 m3 

19,937.00 45,901.00 20,984.00 45,901.00 
1,068.00 1,068.00 
1,036.72 2,386.85 1,091.17 

59.81 137.70 62.95 
50.00 50.00 20.00 

600.00 600.00 130.00 
12.00 12.00 12.00 

100.00 100.00 100.00' 

2,386.85 
137.70 

20.00 
130.00 
12.00 

100.00 

9 TOTAL Price ex-customs (PMGD) 22,863.54 49,187.56 23,468.12 48,687.56 

10 Stabilization Account 
11 Losses MEP (1 % P~1GD for gas, 

0.5% for diesel) 
12 Operating costs SEP 
13 Operating costs, fuel distrbtrs. 
14 Operating costs, SOZIR 
15 Margin (10% PMGD) 

16 TOTAL COST OF DISTRIBUTIO~ 

17 Roads tax 
18 River tax 
19 Farm-to-market roads tax 
20 Special Treasury Fund no. 1 
21 Special Treasury ~und no. 2 

22 TOTAL PARAFISCAL TAXES 

23 Real Reference Price 
24 Reference Price applied 

4,500.00 4,500.00 4,500.00 4,500.00 
228.64 491.88 117.34 243.44 

3,565.00 1,339.00 3,941.00 2,140.00 
5,245.00 1,795.00 1,329.00 1,616.00 
1,021.00 0.00 1,021.00 0.00 
2,286.35 4,918.76 2,346.81 4,868.76 

16,845.99 13,044.63 13,255.15 13,368.19 

7,793.77 
0.00 

500.00 
3,104.99 
8,349.48 

0.00 
0.00 
0.00 
0.00 

(7,123.56) 

7,793.77 
259.23 

1,000.00 
0.00 

5,829.35 

O.GG 
0.00 
0.00 
0.00 

(4,275.55) 

19,748.24 (7,123.56)14,882.35 (4,275.55) 

59,457.76 55,108.63 51,606.00 57,780.20 
59,000.00 55,000.00 52,000.00 58,000.00 

Source: GOZ Ministry of National Economy and Industry, Departmental 
Decree No. DENI/CAB/06/001/88 of January 13, 1988. 
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EXHIBIT 2.7 

FINANCING THE GOZ's BUDGET DEFICIT 

(millions of zaires) 

1984 1985 1986 1987 1988:I 
-----------------------------------------

Budgetary Revenues 27,289 43,342 50,931 87,394 29,449 

Budgetary Expenditures 30,901 44,889 61,585 113,638 30,842 

Budgetary SUrplus (3,612) (1,547) (10,654) (26,244 ) (1,393" 

Budgetary Financing 3,610 1,550 10,655 26,244 1,393 

Banking System 3,041 1,300 10,087 25,723 (941) 
BOZ 2,994 1,276 6,174 7,623 (2,941) 
commercial Banks 47 24 3,913 740 
counterpart Funds - PBLs ° ° ° 17,360 2,000 

Treasury Securities 569 250 568 521 2,334 
Treasury Bills 569 250 90 595 2,334 
Lottery Securities ° ° 478 (74) 

, 

i;f I.' ' 1 ' , f' . , 
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3.1 SUrrunary 

Before 1974, the GOZ's economic policy emphasized heavy 
public-sector investments, nationalization, and high tariff 
protection. Since the drop in copper prices in 1974 revealed the 
weaknesses of those policies, the GOZ has adopted a wide range of 
reforms which have gradually put in place a liberal private-sector 
oriented economic environment. The key reforms have been: 

o Retrocession of Zairianized and nationalized enterprises to 
private owners, starting in 1976. 

o Virtual elimination of agricultural marketing parastatals 
in 1978. 

o Liberalization of interest rates and agricultural and 
industrial prices in 1981-83 (agricultural interest r2{.=S 
in 1987). 

o Liberalization of the exchange rate and import/export 
transactions in 1983. 

o A program of progressive reduction of effective rates of 
tariff protection starting in 1986. 

This program of liberalization is continuing in 1987-88, notably 
with increased emphasis on privatization of parastatals, reform of 
parastatal management, and increased private competition in markets 
which have been parastatal monopolies. 

Available figures on GOP indicates that liberalization has 
arrested the decline in total production between 1974 and 1982 and 
encouraged moderate growth since 1983. At the same time, however, 
economic performance has been severely handicapped by the loss of 
foreign exchange revenues due to further deterioration in the ter~ 
of trade since 1974, and to the burden of servicing external debt, 
contracted almost entirely in or before 1974. 

The fiscal impact of the balance of payments crisis has been 
severe. The GOZ has been successful in dealing with the budgetary 
crisis mainly in years when balance of payments problems have been 
relatively manageable, as in 1984 and 1985. OVerall, however, fiscal 
performance has not been satisfactory. While civil service sa~ ries 
have been reduced to levels that sev~rely compromise the quality of 
public administration and public services have been drastically cut 
back, unwise and even unaccounted for public expenditures continue. 
Tax collection is weak. 
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As a result of continued high fiscal deficits, the growth rate 
of the money supply has followed a generally rising trend since as 
far back as 1971, leading to accelerating inflation and depreciation 
of the currency, which have mitigated the favorable effect of 
liberalization on the business climate. Efforts to clamp down on 
monetary expansion, in the absence of adequate budgetary control, 
have mainly succeeded in repressing the formal financial system, 
reducing the mobilization of savings and the availability of credit 
to the private sector. 

The Private Sector SUpport Program (PSSP) responds to the 
priority problems of the private business sector as identified by 
consultants and by the private sector itself: lack of 
foreign-exchange and lack of liberalized economy where price 
incentives will, in the medium term, result in efficient import 
substitution and ,growth of exports. continuation of a market-based 
exchange rate, liberal import and export policies, and progress on 
tariff-rate reform are therefore critical assumptions underlying the 
project. Also, improved budgetary control is needed to make 
structural reforms in the financial sector feasible and to enhance 
their impact on the private sector. Thus, improved fiscal 
performance is a second critical assumption. 

Within this framework, the PSSP will support medium and smaller 
scale (MSES) enterprises directly through financing imports of 
working materials and investment goods and through financing local 
costs. This assistance to MSEs will help (1) reverse the decline in 
industrial production and (2) re-establish demand and supply linkages 
between urban and rural areas. 

With regard to financial sector adjustment, the PSSP will help 
restructure the zairian commerical banking sector and enable it to 
sup?Ort productive investment by medium and smaller-scale enterprises 
(MS~s). The key elements of the adjustment program are increases in 
official interest rates in real te~s, institutional development of 
the money market, strengthened supervision of commercial banking, 
restructuring of public sector financial institutions, and reform in 
monetary policy to increase the incentives for mobilization of 
domestic financial resources by formal financial institutions. With 
reforms, the financial sector will increase domestic resource 
mobilization and allocate financial resources more efficiently. The 
PSSP will support this sectoral restructuring effort by financing 
studies and monitoring, as well as with conditionality on the release 
of import financing. 
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3.2 Background 

The standard account of the evolution of economic conditions in 
Zaire divides the period of independence into periods bounded roughly 
by the years 1967, 1974, 1978, and 1983.1/ (Notes follow the text.) 
The period before 1967 actually begins wTth the civil rebellion of 
January, 1959 in Leopoldville (Kinshasa). This shock, even before 
Independence in June, 1960, initiated the destruction and flight of 
expatriate skills and capital upon which colonial development of the 
Belgian congo (Zaire) had been so overwhelmingly based. The year 
1958 is still the peak year of production and exports for many 
'traditional' industries in zaire. 

Unfortunately, Independence did not end civil strife. Between 
1960 and 1965, the GOZ gradually brought internal rebellions under 
control with the help of external military assistance. The problem 
of internal political divisions was solved, if only superficially at 
first, by the army's coup d'etat under General Mobutu in November, 
1965. In time, president Mobutu proved capable of forging a stable 
regime which largely submerged divisive regional factors. 

(1) 1967-74 

The beginning of the second period is marked by the return 
to relative calm and the major monetary reform of June, 1967, in 
which a new currency, the zaire, was created with a value of $2.00. 
The period through 1974 is characterized economically by relatively 
favorable terms of trade, rapid growth, and development of ambitious 
public investment projects. politically, the period is characterized 
by efforts to replace expatriate control over resources by zairian 
control. 

On the economic side, the external terms of trade reached 
an all-time high in 1969.2/ The peak in nominal copper prices 
reached in 1974 contributed to the record imports registered in that 
year. Thanks to the availability of export revenues, investment was 
as high as 23.5 percent of income during the period 1968-73. This 
fuelled relatively rapid growth of domestic economic activity: GDP is 
estimated to have grown at about 7 percent per year. 

EVen before the 1967 stabilization program, an oil refinery 
was erected on the Atlantic coast at Muanda (operated by a 
parastatal, SOZIR). An important aspect of economic activity after 
1967 was the program of additional government investments in major 
industrial projects. Emblematic of this public investment program 
are the steel mill east of Kinshasa at Maluku (operated by another 
parastatal, SOSIDER), and the Inga hydroelectric power complex, 
including two generating installations on the Zaire River 200 km 
southwest of Kinshasa at Inga and a line carrying power from that 
site 1,800 km to the copper belt in Shaba Region, southeastern Zaire 
(all operated by the national electricity parastatal, SNEL). 
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The post-1967 projects share several characteristics.3/ 

They are realizations of President Mobutu's personal political 
commitments, for which the government contributed the bulk of the 
capital. In fact, several major projects were executed under the 
capital budget of the Presidency rather than by an administrative 
department of the government. Much of the capital was borrowed from 
overseas with the government's guarantee. FUrthermore, the projects 
were all heavily dependent on imported inputs. No Zairian crude oil 
was available for the refinery (and crude discovered since is 
unsuitable), Zairian iron ore reserves remain to be developed and 
would be inordinately expensive, and even the hydroelectric complex 
requires very substantial expenditures on expatriate management. 

None of these projects has proven to be economical 
(although a more limited development of hydroelectric power for the 
region arounj Kinshasa would have been justified). The steel mill 
has virtually ceased to operate. The refinery and overall Inga-Shaba 
complex operate far below capacity, do not recover costs, and only 
replace less expensive alternate sources of supply. The total cost 
of the refinery, steel, and power projects mentioned was about $2 
billion expressed in the purchasing power of the earl~ 1970s, which 
is equivalent in 1985 u.s. purchasing power to about $4 billion. 

Private investment during this period was also strongly 
conditioned by government policy, as implemented through tariff 
protection, import quotas, and fiscal advantages. These were 
offered on an ad hoc basis virtually upon request.4/ New foreign 
investments in--, e.g., vehicle asse~ly and tire manufacture, were 
elicited by these methods during this period. These industries also 
were dependent on imported inputs (kits of vehicles to be assembled, 
synthetic rubber). 

In contrast, the rural economy was not targeted for major 
investments. National agricultural output per capita probably fell, 
and imports of food grew.2! 

Nonetheless, the 1967-74 period was perceived as a boom. 
Zairians were optimistic and their aspirations to take control of the 
economy and its assets were naturally high. This had been one of the 
goals of Independence whose realization had been delayed by the 
disruptions of 1960-65. The principal objects of this movement were 
the great land concessions of the Leopoldian and Belgian er~s and the 
mining enterprises built on them. In fact, some major concessions 
had been annulled in 1964. The most important action, however, was 
the nationalization of the major copper-mining company in 1967 and 
the creation of a parastatal, now called Gecamines, to manage it. 
The GOZ paid (generous) compensation for all of these rights and 
properties. 
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At a different level, the agribusiness, plantation, and 
rural commercial sectors were still largely owned and managed by 
businessmen of European, Middle Eastern, or South Asian origin. In 
late 1973, President Mobutu decided that all such businesses should 
be taken over by ethnic Zairians ("zairianization"). This was 
largely accomplished in the following year by prominent Zairians 
acting in their private capacities. 

The effects of these takeovers were, on the positive side, 
short-term capital gains for zairians and a somewhat accelerated 
process of introducing zairians into management, and, on the negative 
side, rapid decapitalization and disorganization of agribusiness and 
the rural economy, and a lasting blow to Zaire's investment climate 
for private enterprise. 

(2) 1974-78 

The year 1974 is recognized as the year when Zaire's growth 
bubble burst and the economic crisis began, mainly because of the 
major drop in the price of copper that occurred in mid-year, 
following the world-wide petroleum crisis. In fact, however, signs 
of impending problems had been gathering for several years. High 
copper prices up to 1974 had only temporarily masked these problems. 

Using a base wider than just copper prices, Zaire's overall 
terms of trade had already peaked in 1969. (See EXhibit 
3.14: Ter.ns of Trade.) The drop in the terms of trade 
between 1974 and 1975 was certainly important, but overall 
not the sole cause of the difference between the terms of 
trade of the late 1960s and those the late 1970s. 

The decline in certain traditional agricultural exports was 
already evident by 1975. Exports of palm products fell 
from 241,000 tons in 1968 to 113,000' in 1975; rubber 
exports fell from 40,000 tons to 24,000 tons over the same 
period. 

Zaire's per capita imports were already showing some 
slippage between 1970 and 1973. (See Exhibit 3.15: Real 
Per capita Imports.) After imports peaked in 1974, the 
slippage resumed for two years, only to collapse in 1977 
and 1978. 

The growth in Zaire's money supply began accelerating in 
1970; after a pause in 19,·1 and 1975, that acceleration 
resumed in 1976-78. (See Exhibit 3.16: Growth in the Money 
Supply. ) 

The zaire currency had already become overvalued in 
1972-73. (See EXhibit 3.17: Overvaluation of the Zaire.) 
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Real per capita expenditures by the GOZ on goods and 
services also show a generally declining trend starting in 
1970. (See Exhibit 3.18: GOZ Expenditures on Goods and 
Services. ) 

The main part of Zaire's debt, in terms of constant. 
pollars, was already accumulated in 1974. (See Exhibit 
3.19: Zaire's External Pllblic Debt.) The burden in terms 
of the quantity of exports required to payoff that debt 
was, however, greatly increased by the drop in export 
prices after 1974. (See Exhibit 3.20: Exports Required to 
pay Off the Debt.) 

Therefore, the zairianization and copper-price shocks of 
1974 only took an already increasingly difficult situation and turned 
it into a full crisis. In 1975, the GOZ went to the IMP for help in 
meeting external payments. 'The first of what turned out to be a 
series .. of Stand-By Agreements with the IMP went into effect in March, 
1976. (See Exhibit 3.7: Zaire's Stand-By Agreements with the IMP.) 
It was accompanied by a loan from the Compensatory Finance Facility, 
recognizing the fact that falling terms of trade were an important 

. source of zaire's payments problem. 

For the first Stand-By Agreement, the GOZ devalued the 
official rate for the zaire from $2.00 to $1.16. (See Exhibit 3.8: 
Official ~valuations of the Zaire.) In 1975-76, the GOZ also 
addressed the problems created by zairianization, first through 
nationalization in 1975 of enterprises which were clearly mismanaged 
or abandoned by their Zairian acquirers, and second through gradual 
retrocession starting in 1976 of many zairianized or nationalized 
enterprises to their original private owners. 

However, these steps were far from sufficient to address 
the overall economic crisis. The seemingly large devaluation was in 
fact only a modest step toward equilibrium, as the official rate . 
still ave~aged nearly twice the parallel rate in 1976. (See Exhi~it 
3.17: Overvaluation of the Zaire.) The paYQents crisis continued, 
but adequate recognition of the seriousness of the situation seemed 
to escape the GO~, as it refused to devalue the exchange rate in 1977 
and failed to fulfill the terms of the second Stand-By Agreement, 
which was effectively annulled in November, 1977. 

(3) 1978-82 

The year 1978 proved to be something of a turning point in 
the GOZ's approach to the crisis, although the change in policy was 
gradual and economic deterioration continued for years thereafter. 
It was a difficult year, as a bad drought in the region of Bas Zaire 
and two invasions of Shaba in 1977 and 1978 sapped national economic 
production. 
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But 1978 also saw the beginning of a series of more active 

measures on the part of the GOZ. After the cancellation of the IMP's 
Stand-By program in November, 1977, president Mobutu announced the 
Mobutu Plan for economic rehabilitation. This began a series of 
plans and programs that have developed with time into more considered 
approaches to governmental development expenditure. The GOZ devalued 
the currency's official rate twice in late 1978 for a total of 44 
percent. 

Also, a wide range of agricultural marketing parastatals 
were abolished or reorganized in 1978. Prior to May, 1978, the GOZ 
operated eleven principal agricultural commodity offices: for cotton 
(ONAFITEX), livestock products (ONDE), cereals (ONACER), coffee 
(ONC), fish (GNP), sugar (ONDS), cocoa (ONDC), ivory (ONI), wood 
products (ONB), rubber (ONCN), and oil products (ONO). 

In May, 1978, the GOZ initiated a complete reorganization 
of these agencies. Seven were dissolved completely (including 
ONACER, ONAFITEX, ONO, and ~JB), while the others' roles in the 
market were reduced. ONPV replaced ONACER, but was itself abolished 
and not replaced in early 1981. CSCo replaced ONAFITEX, but with a 
mandate primarily to support cotton production through research and 
extension. OZACAF replaced ONC, primarily to manage Zaire's export 
quota determined by the International Coffee Organization. By 1982, 
only CSCo, OZACAF, and ONDE were still functioning.~ 

As a result, the dialogue with the IMP resumed and a new 
l8~~nth Stand-BY Agreement was reached in late 1979. When the GOZ 
succeeded in meeting its terms, agreement on a major 3-year Extended 
Fund Facility (EFF) was reached (June, 1981). 

A key step initiating the EFF was the June 1, 1981 measure 
lifting price controls on a wide range of goods and services at the 
ex-factory, wholesale, and retail levels. Liberalization was not 
total, however, as limited, ex-post price control still applied to 
goods and services considered "strategic", including palm oil, wheat 
flour, sugar, petroleum and pharmaceutical products, construction 
materials other than wood, water, electricity, and internal public 
transport. Under ex-post price control, price increases could be put 



11 

into effect by producers without prior authorization and 
automatically became valid 30 days after notification of the GOZ, 
unless a specific negative decision was taken.7/ The GOZ expanded 
liberalization further in May, 1982, lifting the remaining controls 
on pricing of natural rubber, palm oil, and sugar.~ 

Nonetheless, there were still serious problems with 
economic manag6nent. The GOZ's expenditures were not under control, 
nor were foreign-exchange assets of the Bank of Zaire. The zaire was 
still badly overvalued. Furthermore, 1981 and 1982 were again 
difficult years from the point of view of the terms of trade. As a 
result, the GOZ was unable to meet its fiscal engagements, and the 
Extended Fund Facility was canceled in June, 1982. A Compensatory 
Financing Facility granted in March of that year was suspended at the 
same time. 

3.3 The structural Adjustment period 

(1) The Stabilization program of 1983 

As regards policy reforms, the period 1983 and afterward is 
in some ways a continuation of the previous period, particularly in 
maintaining the liberal reforms in marketing and pricing introduced 
from 1978 to 1982. The legal basis for existing commodity price 
liberalization was str2ngthened on September 12, 1983 by issuance of 
an "ordonnance-loiN. Interest rate liberalization, begun in 1981, 
was extended to all bank rates except for non-coffee agriculture, 
while several official interest rates at the Bank of Zaire were 
increased. 

The period since 1983 is marked, however, by the first 
signs of a genuine turnaround in economic management and economic 
activity. In retrospect, 1982 appears to have been the trough of the 
crisis, as total (but not per capita) GDP appears to have risen each 
year from 1983 throug:. 1987. (See Exhibit 3.1: Growth in Real GDP.) 

The GOZ's main achievement in 1983-85 was the 
libe~alization of the foreign trade regime and the reduction of 
inflation. Liberalization of foreign trade was accomplished through 
a series of measures. 

The exchange rate was devalued between Septer.lber r 1983 
and February, 1984 to virtual parity with the parallel 
rate (a five-fold increase in the price of the 
dollar) • Commercial bank exchange rates floated 
freely thereafter until late 1986. The Bank of Zaire 
adjusted its rate for official transactions weekly in 
order to stay within 10 percent of the free market 
rate. 

} 5~)./· 
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Ex ante licensing of imports was eliminated (except 
for a small number of restricted commodities). 

The requirement that the commercial banks surrender 30 
percent of foreign exchange export earnings was 
abolished. 

Trade in artisanal diamonds and gold was freed in 
early 1983. Until liberalization of the exchange 
rate, the exporting agencies were paid at a Rmineral 
recoveryR rate near the parallel rate. 

Important steps were also take to ensure full recovery 
of Gecamines' export receipts and adequate financing 
of Gecam~nes' import requirements. 

Thanks in part to relatively high export earnings in 1984 
and 1985, performance under this new policy regime was good. Fiscal 
targets were largely met, and the rates of price inflation and of 
depreciation of the currency were reduced. Enough foreign exchange 
was available to permit the new foreign exchange market to function 
adequately. 

The year 1985, however, was marked by adverse movements in 
the te~s of trade, and depreciation of the zaire accelerated 
somewhat. Nonetheless, the interbank foreign-exchange system 
continued to operate, and the spread between the bank exchange rate 
and parallel rates remained tolerable at less than 10 percent, with 
much lower volumes being traded in the parallel market than before 
the floating of the zaire. However, trading between commercial banks 
in the market was slow. The interbank foreign exchange market system 
clearly came under strain, but it still had the commitment of the GOZ 
and of the private sector. 

The reduction in the GOZ's ~eficit in 1984-85 was a very 
creditable fiscal achievement, especially given the care taken to 
give the GOZ's number one taxpayer, Gecamines, adequate resources for 
its rehabilitation investment program. The GOZ undertook a long list 
of measures to improve revenue collection under existing laws and 
raised taxes in certain cases. Nonetheless, it was also necessary to 
cut expenditures on goods and services substantially (see Exhibit 
3.18: GOZ Expenditures on Goods and Services). 
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(2) The Structural Adjustment programs: 1986 to Date 

While the monetary and fiscal reforms had considerable 
success and economic growth improved, the zairian economy was still 
hampered by the increasingly tight foreign-exchange situation after 
1984 and by the weakness of the country's institutional and physical 
infrastructure. In 1985, the World Bank determined to initiate a 
Structural Adjustment lending program in Zaire, the elements of which 
to date have been the Industrial Sector Adjustment credit (ISAC) of 
1986, the Structural Adjustment Loan (SAL I) in 1987, the Financial 
Sector Adjustment Credit (FSAC) still under study for 1988, and a SAL 
II expected in 1989. In addition, the IMP began a three-year program 
of loans under its Structural Adjustment Facility (SAF) in 1987, 
which is to be coordinated with the World Bank's SALs. 

1. The Industrial Sector Adjustment Credit 

The ISAC'S measures focus on the incentive environment 
for industrial investment with the goals of better use of domestic 
raw materials, establishment of export-oriented industries, and 
establishment of efficient import-SUbstitution industries. The main 
aspects of the strategy are tariff reform, further pricing 
liberalization, export promotion, and improvement of credit markets 
and institutions. 

Industry in the narrow sense of processing and 
manufacturing (excluding thus agriculture, mining, services, and 
comoerce) underperformed relative to GDP between 1972 and 1982, 
recovering somewhat since 1984. (See Exhibit 3.2: Structure of GDP, 
and 3xhibit 3.22: Industrial output in Zaire.) 

One of the main reasons for this poor performance is 
the lack of inputs. Relatively little was done in the GOZ's 
development strategJ' between 1967 and 1978 to encourage production of 
zairian industrial crops. Approximately 70 percent of Zairian 
ind~stry is based on zairian agricultural inputs (palm products for 
soa9 and Qargarine, cotton for textiles, coffee for drying, sugar for 
refining, and so forth). Many of the outputs from this sector are 
basic consumer goods for local markets. 

Instead of rehabilitating and maintaining 
infrastructure, the agribusiness sector was thrown into turmoil by 
zairianization in 1974. Domestic production of industrial crops was 
also hampered by price controls and parastatal marketing over much of 
the period until 1982. 
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The GOZ's development strategy concentrated on import 
sUbstitution through tariff protection and fiscal incentives, which 
were to be had virtually for the asking in the early 1970s. As the 
1970s progressed, overvaluation of the zaire naturally furnished 
exaggerated protection to all import-competing industries. After 
1975, the GOZ's administrative decisions under import-licensing 
played an important role in determining the structure of industrial 
investment and capacity utilization. 

This protected-industry strategy created an industrial 
structure with an accentuated demand for imported inputs, which 
became much more scarce as terms of trade declined throughout the 
1970s and early 1980s. The steel mill and the petroleum refinery, 
which are almost totally dependent on imported inputs, have therefore 
been among of the worst industrial performers. 

FUrthermore, until 1981 industrial produc~r prices 
were subject to ex-post control by the GOZ, under the standard that 
set market prices at production costs (as reviewed and approved by 
the GOZ) plus 20 percent. In a period of rapid inflation, the GOZ's 
cost standards failed to provide adequately for revaluation of fixed 
investment. Thus, industry was unable to cover the costs of 
maintenance of capital at replacement prices. 

The reforms since 1978, and especially those of 1983, 
removed or mitigated many of the features of the old strategy. 
However, an administrative bias against exports remained, as 
testified to by the total of 17 different steps required by the GOZ 
for official approval to export, and price control mechanisms had not 
been definitively dismantled. 

Furthermore, the reformed tariff structure put in 
place at the time of the September, 1983 devaluation created a regime 
of high but very variable effective rates of protection for 
industry.9/ To reduce the impact of the devaluation on the cost of 
living, impart duties on many consumption goods (such as corn, fish, 
groundnuts, palm oil, salt, sugar, and pha~aceuticals) were reduced 
from 10 percent to 3 percent, duties on intermediate goods and inputs 
were reduced from 20 to 3 percent, and duties on some utility 
vehicles from 72-167 percent to 50 percent. To make up for the 
revenue loss, duties on luxury items were increased: on private 
vehicles from 130 percent to 200 percent, on electrical appliances 
from 67 percent to 200 percent, on decoration articles from 50 
percent to 100 percent, on luxury foodstuffs from 50 percent to 100 
percent, and on other non-priority items from 90 percent to 130 
percent.lO/ A study in the Ministry of Plan supported by the World 
Bank covering 26 industries in 1985 found effective rates of 
protection varying from -20 percent to 1,800 percent, with an average 
of 300 percent. 

http:percent.10
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The ISAC was designed to reform these aspects of 
industrial policy: high and variable effective rates of protection, 
price controls, obstacles to exports, and inefficient business 
taxes. The basic measures adopted were: 

A multi"",yec;lr program to unify all import tariffs 
at ad valorem rates within a narrow range around 
30 percent. 

Quick elimination of a number of export taxes and 
fees. 

A multi-year program to simplify export 
procedures. 

Elimination of ex-post industrial price control. 

progress on the first three measures has been 
satisfactory. By September, 1987, most tariff rates had been brought 
within the range from 10 to 50 percent, and the number of exemptions 
had been drastically reduced. Export fees and procedures have been 
reduced in importance. Ex-post price control procedures, however, 
have still not been eliminated, although their actual effectiveness 
appears to be limited. 

The impact of these measures will be felt in the 
medium teem as investment decisions are made. However, early 
responses by the industrial sector included some retrenchment in low 
value-added assembly industry as a result of reduced tariff 
protection. 

2. The Structural Adjustment Loan of 1987 

The first SAL is a multi-sectoral policy reform effort 
which includes refoem in public enterprises, public expenditure 
programming, fiscal management, the financial sector, the civil 
service, agriculture, and transpcrtation. It continues previous 
World Bank's efforts in a number of areas: 

Improved investment planning through better 
formulation and coordination of the PUblic 
Investment Plan with donors. 

Tariff reform. 

Export promotion. 



16 

Structural reform of parastatals in the 
transportation sector (particularly ONATRA for 
river, rail, and port facilities, and SNCZ for 
rail services). 

'lhe SAL adds, however, emphasis on improvi ilg public 
sector management of the tax system, of the civil service, and of 
parastatals. Many measures ther~fore have to do with public 
administration, policies on recruitment, promotion, and remuneration, 
parastatal management structures and accountability, and 
privatization. 

Furthermore, the SAL is linked to the IMP's commitment 
in 1987 to a three-year Structural Adjustment Facility (SAP) loan. 
'lhus, the SAL's funding releases depend not solely on the 
multl-sectoral conditionality described above, but also on the GOZ's 
formulation of macroeconomic targets with the IMP in a Policy 
Framework paper (PFP) and on adequate performance against those 
targets. 

3. The Financial Sector Adjustment credit 

Both SAL I and SAL II have or will contain financial 
sector reform elements. In order to maintain a constant stream of 
non-project balance of payments assistance to Zaire, the World Bank 
developed the FSAC as a separate operation to bridge between 
disbursements of funds from the two SALs. 

The World Bank's experience in Zaire's financial 
sector dates back fifteen years to the founding of the development 
bank, SOFIDE, Which is currently using funds from its eighth credit 
from the IDA. The World Bank also launched a Small Enterprise 
Development credit in 1987. The World Bank staff who designed and 
supervise these programs are now working on the financial sector 
development program. 

The joint SAL/SAP program contained a financial sector 
element which initiated discussions in the area of credit policy. 
Under this program, the requirement for central bank approval of 
agricultural and medium term loans was eliminated, agricultural 
interest rates were freed from control, allocation of credit ceilings 
was streamlined, and the turnover tax on interest earnings was 
eliminated. Some progress was also made in discussing agricultural 
credit policy, regulating credit cooperatives, and improving 
regulation of commercial banks. 
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The overall objectives of the FSAC are to substitute 
indirect for direct regulation of the financial sector, to improve 
the mobilization of resources and to increase the availability of 
credit. The priority measures taken will be to improve control over 
the money supply and the working of credit and financial markets. 
secondly, measures will be considered to improve the policies 
followed by the commercial banks and other credit institutions 
concerning credit allocation, interest rates, and financial 
intermediation. In addition, several financial institutions urgently 
need rehabilitation measures. Finally, some reform in financial 
regulations will be proposed to support the restructuring planned 
under other measures. 

The details of the financial sector program are 
discussed in Annex 2, The- Technical Analysis. 

4. structural Adjustment Loan II 

SAL II is planned to continue with further measures on 
tariff reform, fiscal reform, rationalization of public expenditures, 
civil service reform, and the restructuring and privatization of 
parastatals. In addition, SAL II will address problems in 
agriculture, transportation, small and medium enterprise, PVOs, and 
the social impact of structural adjustment programs. 

(3) The GOZ's Macroeconomic Policy Since 1986 

After the successes in macroeconomic stabilization in 1984 
and 1985, but before disbursements began under Structural Adjustment, 
a reaction against the fiscal austerity program developed within the 
GOZ. This reaction was based on the increasing hardship resulting 
from falling terms of trade in 1985 and 1986, the weak response from 
private sector investors to the improved business climate, and the 
seemingly endless treadmill of annual debt reschedulings with 
capita~ized interest leading to ever more impossible total extelnal 
debt obligations. At the same time, net donor assistance was 
essentially static, while net assistance under the IMP's short-term 
stabilization loans was threatening to turn negative. 

The GOZ's reaction manifested itself as the October, 1986 
demands to limit debt service payments, to negotiate more favorable 
debt and aid agreements with donors, and to reject certain liberal 
economic reforms that were stigmatized by their association with 
macroeconomic austerity. In this environment, budgetary discipline 
was relaxed and inflation accelerated rapidly. 

Jto/ y 
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Dmplernentation of two important pricing policies also 
deteriorated. The official exchange rate of the Bank of Zaire had 
been set at Friday morning auctions since February, 1984. For most 
of 1985 and 1986, however, so little foreign exchange had been 
available for trading that the auctions had practically ceased and 
the Friday morning fixings had become essentially administrative. 
Nonetheless, the Bank of Zaire did not interfere with rate setting by 
the commercial banks in their day-to-day transactions, and it 
realigned its own rate weekly to keep pace with the free market. 

Starting in or just before October, 1986, however, the Bank 
of Zaire refused to continue devaluing at the pace of the free 
market, and the official exchange rate thus became overvalued. 
Furthermore, the Bank of Zaire used informal pressure to require 
commercial banks to remain within one or two percent of the official 
rate. Thus, a system emerged with three exchange rates: the Bank of 
Zaire rate, the (nearly equivalent) commercial bank rate, and the 
parallel market rate.' By the end of 1986, the gap between the 
official and the parallel rates was about 30 percent, compared to 
less than 10 percent for most of 1984 and 1985. This resulted in 
increased flight of export earnings from the banking system to the 
parallel market. 

The second controversial pricing policy concerned refined 
petroleum products, whose retail prices in local currency are 
controlled according to a formula that includes about fifteen 
elements, starting with cif import costs and adding distribution 
costs, margins, and taxes. (See Exhibit 3.12: Elements of 
controlled Fuel Prices.) As world fuel prices increased and 
depreciation of the currency became more rapid in 1986, the need for 
revision of the cost elements of the formula became much more 
pressing than in the previous two years, where lower world fuel costs 
had more or less offset relatively moderate depreciation of the zaire 
currency. 

From 1985 through 1987, however, the GOZ revised the 
formula only once in about each seven months, instead of quarterly as 
had been agr~ed. In late 1986 and early 1987, therefore, local 
distribution companies in Zaire, most of which are basically private 
companies, were collecting revenues at the pump based on cif import 
costs calculated at exchange rates and world fuel prices far below 
those that the companies were actually paying when opening import 
letters of credit. The companies were rapidly decapitalizing and 
building up debts to the banking system, to the point where banks 
were unwilling to accept further risk exposure and the supply of fuel 
in Kinshasa was threatened (other areas of the country having long 
since been cut off from official fuel supplies). 
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Using as incentives the newly available SAL and SAP funds, 
along with smaller associated grants from bilateral donors (including 
USAID AEPRP-funded Structural Adjustment Support Grant), and a 
longer-term debt rescheduling agreement, the international community 
convinced the GOZ in 1987 that it was in Zaire's best interest to 
continue its liberalization and stabilization programs. The GOZ 
ui:dertook, among other measures, devaluations of the exchange rate 
and increases in fuel prices throughout 1987. Thus, while the 
1986-87 IMP Stand-By funds were never fully disbursed, the ISAC was 
released (along with AID'S grant), the SAL and the SAP were 
committed, and a new Stand-By was negotiated. 

Under continuing pressure from falling foreign exchange 
availability, however, the same problems reappeared at the end of 
1987. The gap between official and parallel exchange rates was again 
up to 30 percent, budgetary targets were badly missed, and inflation 
in the first quarter of 1988 was back at about 190 percent annual 
rate. 

3.4 current Macroeconomic Outlook 

(1) Gross DOmestic Product 

The best information available indicates that Zaire's real 
output per capita has stabilized since 1983, after a reaching a 
trough in 1982 (Exhibit 3.1). The main declines since 1960 have been 
in commercial agriculture, especially exports, and in manufacturing, 
largely agricultural processing, which have both lost share in GDP 
(Exhibit 3.2). 

In commercial agriculture, for example, production of raw 
cotton dropped from a peak of 180,000 tons in 1959 to 19,000 tons in 
1985-86. Average annual exports of palm oil were 160,000 tons in the 
late 1950s; total national production was 76,000 tons in 1986, as 
against 213,000 tons in 1970. Rubber production fell by 40 percent 
between 1978 and 1986. 

The mining sector thus increased its share of output and 
exports. SUbsistence agriculture was probably also stable, given the 
relatively constant climate, the still relatively abundant 
availability of land, and the mini~l dependence of the subsistence 
sector on off-farm inputs. 

As the main possible losses to commercial agriculture and 
industry have already occurred, the main further risks to the economy 
are reductions in mineral export revenues or in net official capital 
inflows. Loss of mineral export revenues could result from falling 
world prices, deteriorating production facilities, or disruption of 
transportation systems through physical deterioration or 
political/military actions. Since 1983, however, a new fiscal 
arrangement with the main mining enterprise, Gecamines, has ensured 
adequate maintenance of production facilities. 
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Falling net official capital inflows could result from 

falling new aid flows or from failure to restructure debt obligations 
when due. Annual debt reschedulings have taken place since 1983, and 
donor assistance has revived somewhat since 1986, with the debut of 
Structural Adjustment lending by the World Bank and the IMP. 

(2 ) '!he Balance of payments 

Since 1986, however, foreign exchange availability has 
fallen off (Exhibit 3.3). The cause of the increasingly tight 
foreign-exchange position, compared to 1984 and 1985, appears to be 
lower export receipts, particul::1rly in crude oil and cobalt (Exhibit 
3.5). As for the budgetary deficit, the principal factor in both 
1986 and 1987 appears to have been weak tax collection (Exhibit 3.6), 
although once perfonnance criteria for 1987 were out of reach it 
appears that the GOZ decided to clear up some additional external 
arrears in order to improve the starting position for 1988. 

Although inflation and the foreign exchange shortage have 
not prevented growth in GOP, at least according to available figures, 
they do dominate the public perception of economic performance, with 
the population focusing on inflation and the business community being 
preoccupied with foreign exchange availability. Banking sources 
estimate the unmet demand for import letters of credit at $15 million 
per month, above the actual volume of between $40 and $60 million. 
Businesses report to analysts that the primary obstacle to greater 
production is the lack of foreign exchange for imported inputs. (See 
Annex 2.2, '!he Technical Analysis for synthesis of the Coopers & 
Lybrand reports on MSEs.) 

Early projections of export revenues in 1988 foresee a 
further decline of about SOR 40 million (including services), despite 
relatively favorable copper prices. Debt service in 1988 (excluding 
IMP transactions) is estimated at about $850 million, compared to 
actllal cash payments in 1987 of $168 million. Clearly, another major 
rescheduling will be required. Even the~, an estimated $210 million 
of payments due in 1988 are not reschedulable under current 
practice. FUrthermore, the IMF should collect SOR 221 million in 
repurchases (repayments) and charges (interest) from zaire in 1988 
(up from SOR 172 million in 1987), compared to probable 1988 
disbursements under the SAP of only SDR 87 million. Meanwhile, 
external assistance (grant and loans) is expected to increase by only 
SDR 13 million in 1988. 

In this context, the GOZ has requested, in addition to a 
rescheduling on special terms, a three-year debt service moratorium. 

I 
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(3) The GOZ's Budget 

A key feature of the period since mid-1986 has been the 
increase in the GOZ's budget deficit, which has inflated the money 
supply and accelerated inflation (Exhibits 3.4 and 3.23). Bank 
(primarily Bank of Zaire) credit to the GOZ greatly exceeded targets 
in late 1987, leading to abandonment of the 1987 IMP Stand-By program 
in February, 1988. 

The recommended fiscal program for 1988 includes a number 
of specific measures to improve collection of taxes due under current 
lavJ as well as reforms to make budget revenues more elastic. 
Nonetheless, revenues in the first quarter of 1988 were still ~ot up 
to programmed levels (see Exhibit 3.6). Meanwhile, recent inflation 
(100 percent annual rate in the first quarter of 1988) continues to 
put pressure on the GOZ to increase expenditures, especially for 
civil service salaries. 

(4) Recent Actions by the Bank of Zaire 

In a document prepared for discussions with donors, -The 
Economic and ~inancial Situation in Zaire: First QUarter, 1988" 
(April, 1988), the Bank of Zaire has stated its views on what it 
characterizes as the most important part of the financial sector 
reform program, the reforms of monetary policy. First, the Bank 
states the need to adjust the Central Bank's interest rates on loans 
to the banking sector in order not to undercut the potential for a 
free, private money market. As a first step, the Bank of Zaire's 
rates were raised by 10 percentage points on March 17, 1988. The 
money market rate is now 35 percent, the discount rate 37 percent, 
and the rate on unsecured advances 39 percent. 

In this document, the Bank of Zaire also agrees on the need 
to reduce the difference between interest rates on Treasury Bonds 
sold to banks (which now bear 8 to 10 percent interest) and those 
sold to the public (34 La 45 percent interest) and on the need to 
review reserve requirements with a view both to controlling aggregate 
ligJidity and inflation and to er.courage deposit mobilization. 
Effective May 2, 1988, the Bank raised the reserve requirement from 
47 to 50 percent. 

3.5 The PSSP's policy program 

(1) Problems and Objective~ 

The financial sector problems to be addressed by the PSSP 
are the decline in financial intermediation as shown by the decline 
in the real money supply (Exhibit 3.26: The Real Money Supply), the 
low level and lack of growth in real deposits in the banking system 
(see Exhibit 3.24: Real Deposits in Commercial Banks), the decline 
of bank deposits to less than 50 percent of domestic liquidity (see 
Exhibit 3.27: composition of the Money SUpply), and the low growth 
in locally-financed bank credit (see 3.21: commercial Bank Credit in 
Real Terms). 

!h5x 



22 
In addition, the efficiency of allocation of any additional resources 
mobilized by financial institutions needs to be ensured through 
adjustments in the level and structure of real interest rates. 

The policy constraints on financial institutions have been 
described in the previous sections: macroeconomic instability, 
restrictive stabilization policies including adrrUnistrative credit 
ceilings and high unremunerated reserve requirements, excessive 
dependency on the central bank for liquidity, some residual 
allocation rules for credit, and informal controls on interest rates. 

In addition to these policy constraints, the financial 
sector must also face structural problems such as the existence of 
unmonetized parts of the economy (a problem exacerbated in Zaire by 
the decay of transportation infrastructure and by demonetization of 
large bank notes in 1979 --- itself a measure to combat inflation), 
lack of familiarity with checks and banking, the high cost of banking 
services, and weaknesses in the legal environment that hamper the 
pledging of collateral and make loan security doubtful. 

Finally, the financial sector is also hampered by 
institutional weaknesses, especially in public sector institutions, 
some of which are not effectively managed internally or effectively 
regulated by the authorities. 

The PSSP will assist the GOZ in devising financial 
stabilization policies and financial sector regulatory policies that 
permit efficient, noninflationary resource mobilization and credit 
expansion. The PSSP will also assist financial institutions 
themselves in overcoming sectoral and structural obstacles to 
expanding their services, especially term credit, and their 
clientele, especially MSES. consistent with its focus on commercial 
banks and private enterprise, the PSSP will specifically support 
measures to: 

Establish an incentive framework for the commercial 
banking system that will encourage increases in the 
real value of both resources mobilized and credits 
allocated by commercial banks to the private sector. 

Identify structural and institutional constraints to 
financing private enterprise, which may be reduced by 
measures or assistance under this or future projects. 

Key specific issues include the following. 

--- GOZ Budgetary Deficit 

This is the single most important issue confronting 
monetary policy in zaire today. The GOZ deficit was targeted by the 
IMP at 6 billion zaires at the end of 1987. When the year end books 
were closed, the deficjt stood at 26 billion zaires. This deficit is 
entirely financed by the Bank of Zaire, hence fueling the 
inflationary spiral. 

I 

~ 



23 
Before progress can be expected in the strengthening of the 

financial sector, it is imperative that the GOZ deficit not only be 
brought under control but its financing rely more heavily on public 
borrowings - issuance of medium to long term Treasury bills or other 
innovative means of financing the deficit - and less on short term 
monetary solutions. 

Credit ceilings And Reserve Requirements 

Provided that the deficit financing issue can be 
resolved by the Treasury to the satisfaction of the monetary 
authorities and the IMP, the Bank of Zaire should start removing the 
mechanical means of controlling money supply such as reserve 
requirements and credit ceilings and replace them by better policy 
tools such as control over the increase in money supply itself. But 
as long as the Bank of Zaire deficit continue9 to be financed by the 
Bank of Zaire, the monetary authorities will have no control over the 
money supply in which case the credit ceilings and reserve 
requirements will remain the only basic credit expansion and money 
supply control tools. 

Treasury Bills 

Treasury bonds and bills need to play a major role in 
the financing of the GOZ deficit and in sponging off the excess 
liquidity from the public. To reach this objective there is a need 
for the issuance of the Treasury bonds with medium to long term 
maturities at competitive rates for subscription by banks and other 
financial institutions so as to finance the deficit without expanding 
the money supply. 

currently banks are not per.nitted to purchase and 
carry Treasury bills in their portfolios. It has been recommended 
that the negotiability of these instruments be extended to Lhe 
commercial banks. 'l11e latter could be involved in placing them and 
hence stimulate the creatic!1 of a Treasury bill secondary market. 

The Treasury bonds and bills could also be included as 
part of the banks' required reserves, thereby reducing the cost of 
funds to the banks since current reserves are not remunerated. 

The Treasury bonds and bills could also be offered to 
institutional investors other than banks in order to widen their 
distribution. 

The Institutional Framework 

The strengthening of the weak financial institutions 
such as NBK or CADEZA should be given c definite priority within the 
reform agenda. Some of these institutions will require internal 
restructuring, increases in capital base, and technical assistance to 
help them train the professional staff and install sound managerial 
systems. 
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(2) Prior Actions 

Prior to signature of the grant agreement, the GOZ must have taken 
substantial measures manifesting its intention to continue its 
overall macroeconomic program of structural reform and adjustment. 
Specifically, the GOZ will have taken the following prior actions: 

Reduction in the gap between the official and parallel 
exchange rates, particularly through devaluation of the 
official exchange rates. 

Reduction of the gap between inflation and the Bank of 
Zaire's interest rates on advances to commercial banks, 
particularly through increases in nominal interest rates. 

Revisions in taxes and in tax administration to 
progressively reduce the GOZ's budget deficit 

(3) covenants 

Macroeconomic Covenants 

Balance of payments assistance offered by the PSSP is predicated 
on the continuation of liberalization, stabilization and structural 
adjustment p~ograms which the GOZ has been following in recent 
years. The following macroeconomic covenants will be included in the 
grant agreement: 

0 Limitations on the GOZ budgetary deficit. 

0 Maintenance of free interest rates. 

0 Maintenance of floating exchange rates. 

0 Mlintenance of full cost fuel pricing. 

0 Maintenance of liberalized pricing policy for agricultural 
and industrial products. 

0 continuation of tariff refoDm. 

AID/GOZ Consultative Process 

In addition, a covenant will be included under which the GOZ 
agrees to meet with AID bi-annually, to monitor compliance with the 
various conditions and covenants of the Project Agreement, monitor 
progress of the financial sector, review the recommendations of 
studies carried out under the project, review the results of project 
activities and establish conditions prr~edent which shall apply to 
subsequent disbursement under the f~oject. In addition, not less 
than six months after the signing of the Project Agreement, the GOZ 
will agree with AID on a list of criteria with,which to monitor the 
progress of financial refoDm as outlined in the Financial Sector 
Development policy Statement or as undertaken as refoDm measures. 



25 
These criteria may include but need not be limited to the following: 

(a) the real growth of domestic financial resources and private 
savings held by the banking system; 

(b) the reduction in the gap between the Bank of Zaire's 
lending rates of interest and the inflation rate; 

(c) the increase in the real value of credit extended by the 
banking sector to the private sector; and 

(d) the broadening in the range of enterprises which commercial 
banks are financing in terms of size, sector of activity, 
and geographic area; and 

(e) a shift from direct to indirect methods of controlling the 
money supply following successful and sustained 
macroeconomic stabilization. 

(3) programmatic conditions Precedent TO The First Release 
. 

The GOZ will confirm its commitments to continuing financial 
sector reform and development, and agree :0 work with USAID and other 
donors in defining, pursuing and evaluating program performance. 
These requirements will be formaJized as conditions precedent to the 
release of the first tranche of dollar import funding. 

o The GOZ will issue a Financial Development policy statement 
embodying a liberal, private sector oriented approach 
consistent with the structural adjustment program. The 
statement will include specifically the following 
objectives for the financial sector under this program: 

(1) By the end of the program, real financial resources 
mobilized by pri17ate commercial banks should be 
growir.g by at least 4 percent per year. 

(2) Interest rates should be positive relative to 
inflation. 

(3) Commercial banks should be financing a wider range of 
enterprises than before the program in terms of size, 
sector of activity, and geographic area. 

(4) The GOZ budget deficit should be financed from the 
market at market rates of interest, rather than 
monetarily at near zero interest as at present. 

(5) No GOZ constraints should remain on bank interest 
rates or fee structures. 

(6) Required reserves should be set minimum levels 
necessary for stability of the banking system. 
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(7) Required reserve deposits should be remunerated at 

market rates. 

(8) The central Bank should be acting only as lender of 
last resort and should charge market-based interest 
rates. 

(9) The GOZ should be moving to replace administrative 
credit ceilings (direct controls) with indirect 
controls on credit that are automatically linked to 
mobilization of resources by the banking system. 

o The GOZ will name the representatives to regular bi-annual 
consultations with US.~D in the context of the PSSP on the 
content and implementation of the Financial Sector program. 

(4) conditions Precedent TO SUbsequent Releases 

AID will obligate funds to the project annually. Decisions on 
subsequent releases of dollar import funding shall be made twice 
annually in the context of GOZ-AID bi-annual consultations on the 
progress in the financial sector reform program. The first of these 
consultations would occur in December 1988 following IMP and World 
Bank supervisory missions on the structural adjustment program. 

In these consultations, the GOZ and AID would review 
performance in fulfilling conditions precedent, consider overall 
progress in financial sector development, and establish expected 
performance for the next period. 

Given the current state of development of the financial sector 
reform program and plans for reform measures by the GOZ, AID would 
expect the following conditions to have been achieved by the time of 
first six-month consultative meeting: 

Gap t2tween BDZ exchange rate and uncontrolled market 
rates of no more than 20 percent. 

Inflation rate no more than 75 percent. 

Gap between inflation and BDZ's lending interest rate in 
the money market reduced to no more than 35 percentage 
points. For example, if inflation rate does not fall 
below 75 percent by the end of 1988, BDZ'S nominal 
lending rate in the money market must increase above the 
April, 1988 rate of 35 percent. Interest rates on BDZ 
rediscounts and advances to commercial banks must equal 
or exceed the money market interest rate. 

Reserve requirement of 10 percent or less on deposits of 
more than 3 and less than 6 months. Reserve requirement 
of 5 percent or less on deposits of 6 months or more. 
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Reduction of total commercial bank obligations to the BDZ 
as a proportion of required reserves by at least 5 
percentage points relative to the level of December 31, 
1987. 

USAID does not wish to establish these specific targets as 
conditions precedent to the second release because meeting these 
specific targets requires changes in a number of exogenous factors. 
Same of these exogenous factors may be outside the control of the 
GOZ. If the GOZ was unable to meet one or two of these specific 
targets but was still judged to be making sufficient progress toward 
the major financial sector objectives, AID would wish to have the 
flexibility to approve a release. Applying these targets as rigid 
conditions would remove this flexibility. 

However, the second and subsequent releases of dollar import 
funds would be based on the GOZ's meeting satisfactorily two 
conditions: 

(1) The GOZ will undertake those measures agreed upon with 
AID durin~ the bi-annual GOZ/AID project consultations to 
execute financial sector reforms, including but not 
limited to those identified in the Financial Sector 
Development policy Statement for the purpose of: 

(a) promoting the mobiliza:ion by commercial banks of 
domestic financial resources and private savings; 

(b) fostering a more active money market and interest 
rates more repr~sentative of the real economic cost 
of funds; and 

(c) increasing the amount of credit in real terms 
available to the private sector. 

(2) The GOZ will demonstrate c'lring the regular GOZ/AID 
project consultations that the agreed-upon monitoring 
criteria have been met with respect to progress on the 
financial reforms envisaged under the project. 

(5) Establishment And Interpretation of Benchmarks 

Benchmarks will be established to assess progress towards 
measurable objectives. Whil~ the fundamental objective of the PSSP 
will remain private sector growth, two specific underlying problems 
have been identified for Which solutions can be found and progress 
towards objectiv~s measured. These are mobilization of resources by 
the financial sector, and efficient allocation of these resources to 
the private sector. 

11/y 
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o Increased Mobilization Of private Domestic Resources By 

The Financial Sector 

The PSSP will monitor the change in real value of private 
deposits in the commercial banks. The exact nature of the deposits 
to be calculated and a method for deflating current values to 
calculate real growth will be determined and agreed upon in the 
GOZ/AID consultative meetings and through PSSP-funded studies, if 
necessary. 

o Efficiency In Allocation Of Domestic Financial Resources 
TO The Private Sector 

The PSSP will monitor the real cost of funds to the 
banking sector, in particular the rate of interest in the money 
market relative to the rate of inflation. The proposed benchmarks 
for progress in the reduction of the gap'between inflation and the 
money market would be set at the bi-annual GOZ/A.I.D. consultations 
and would be based on likely and possible progress during the next 
period. The objective would be the return to positive interest 
rates relative to inflation as soon as is feasible. These 
benchmarks would not be proposed as conditions precedent to fund 
disbursement. They are meant to serve as quantitative indicators of 
whether overall economic environment and development measures are 
achieving results. The GOZ would, however, be asked to commit 
itself to seek measures to improve the structure and incentives in 
the financial sector to help achieve PSSP objectives. USAID would 
agree to commit additional funds to the project after each six-month 
review, provided the GOZ continued to make good-faith efforts to 
devise and install measures needed to improve performance of the 
financial sector relative to the benchmarks. 

(6) Further Financial Sector Studies And Reform Measures 

The PSSP will provide for a number of financial sector studies 
which will be undertar:n during the course of the program under 
consultation vlith the GOZ. The results of these studies will be 
used to establish additional and improved benchmark monitoring 
measures and to suggest additional performance conditions where 
required. Studies will include some of the following topics: 

o Methods for measurement of real interest rates (RIR) and 
growth in real bank deposits. 

o Offsetting reduced BDZ lending to banks with reduced 
reserve requirements: cost and benefits. 

o EXclusion of agricultural campaign credit from credit 
ceilings: cost and benefits. 

o Direct BDZ financing of the budget deficit: cost and 
benefits. 
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o pre-conditions required for replacement of administrative 

credit ceilings by indirect controls. 

Bi-annual program reviews with the GOZ will be used to 
determine the actual studies undertaken and to develop additional 
reform measures as the program unfolds. 

(7) GOZ-USAID Coordination Of The PSSP 

Since the PSSP is to be implemented over a five-year period, a 
formal mechanisms will be established to ensure coordination of the 
government's medi~ term financial sector development programs -
FSAC and SAL II - with the PSSP. The project agreement in one of 
the programmatic conditions precedent would provide for twice-yearly 
GOZ-USAID meetings to include the Bank of Zaire. These meetings 
would review and consider the following: 

o The performance of the financial sector relative to 
agreed benchmarks. 

o The reasons for satisfactory or unsatisfactory 
performance relative to these benchmarks: to include 
contribution of policy measures and the impact of 
exogenous events. 

o Implementation status of previously adopted measures. 

o Disbursements and recoveries of PSSP private sector loans. 

o Impact of PSSP financing on both the financial sector and 
private enterprises. 

o Status of policy studies or project interventions. 

o Additional measures required for the success of the 
progr~. 

Meetings would normally be scheduled after GOZ- World Bank/IMF 
meetings on poli~l-based lending programs in order to utilize 
macroeconomic and financial information normally prepared in advance 
of such meetings. 

(8) Long-Term Objectives For The Financial Sector Policy 
Environment 

Studies and monitoring of the progress of both the lending and 
policy elements of the PSSP will be necessary to identify and 
negotiate further measures. USAID's long-term vision of the policy 
environment governing bank credit and mobilization of resources 
would be characterized by: 

173X 
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Control of aggregate liquidity through indirect means 
(control over the monetary base) rather than through 
direct adndnistrative credit controls. 

Financing of the Treasury's needs primarily through 
borrowing from the public (including financial 
institutions) at market interest rates, rather than from 
the central bank. 

An independent central bank monetary policy centering on 
stability in nominal aggregate demand. 

Minimal prudent required reserves in interest-bearing 
form, along with prudent supervisory controls of the 
banking system's capitalization and risk exposure. 

Absence of administrative controls on interest rates, 
credit allocations, exchange rates, or banking fees and 
canmissions. 

(9) The PSSP's Interest Rate policy 

At regular consultations between AID and the GOz, project 
authorities will set the interest rate on project funds lent to the 
private sector. The rate of interest will at least equal the 
prevailing rate of interest charged by commercial banks for 
short-term loans and will take into consideration projections of 
future inflation. Interest will accrue periodically to the 
outstanding balance of each loan and will be compound interest. The 
project will offer borrowers the option of capitalization of interest 
in early payments, to be reimbursed in later payments, in order to 
take account of the effects of inflation when multiple payments are 
called for in the loan agreement. This interest rate will remain 
fixed for all re~ining payments. 

3.6 Notes 

1. See the series of World Bank Economic Memoranda on Zaire, 
appearing in 1975, 1977, 1979, 1981, 1983, and 1985. 

2. See Exhibit 3.14: Zaire's External Terms of Trade. The external 
terms of trade are the quantity of imports that can be bought in 
world markets for a given quantity of zairian exports, on the 
basis of the usual commodity pattern of imports and exports. 

3. Young, Crawford and Thomas TUrner, The Rise and Decline of t 
he Zairian State, (Madison: The University of Wisconsin press, 198 
5), pp. 296 ff. 

The World Bank, The Economy of Zaire (Washington, D.C.: 1975) 
, vol. I, p. 23-32. 

The WOrld Bank, zaire Economic Memorandum: Recent Economic 
and Sectoral DeVeloPjents and current Issues (Washington, D.C.: 
1981), vol. II, pp. 39 ff ("Viability of the Refinery"). 
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4. The World Bank, The Econom of Zaire (Washington, D.C.: 1975), 

vol. II, pp. 55 ff. "Manufacturlng"). 

5. Ibid., vol. I, pp. 25, 41. 

6. See the World Bank's Agriculture and Rural Development Sector 
Memorandum of May 26, 1981 and the Economic Memorandum of 
December 20, 1982, vol. II part I on "Agricul~ur.e". 

7. See IMF document EBS/81/126, June 8, 1981. 

8. See IMP, document EBS/83/257, November 30, 1983. 

9. The "effective rate of protection" means the percentage change 
in domestic value added at local prices resulting from the whole 
systen of currency valuation, tariffs, and quantitative 
restrictions (quotas) on imports. For example, an industry with 
10 percent import tariff protection ("nominal" protection) may 
find that its effective protection is negative if imported 
inputs account for 50 percent of its costs (about the average in 
Zaire) and the average tariff on those imports is 25 percent. 
On the other hand, if 90 percent of the inputs were imported and 
free of tariff, then the 10 percent nominal protection would 
result in a doubling of domestic value added at local prices, or 
100 percent effective protection. EVen with no tariffs, 
industries can have substantial effective protection (including 
negative effective "protection") depending on overvaluation of 
the currency and the system of impor: controls. 

10. See IMP, document EBS/83/257, November 30, 1983. 
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Sources: 

EXHIBIT 3.1: Growth in Real 

1982 1983 1984 1985 19·86 1987 

-2.2% 1. 2% 2.8% 2.5% 2.7% 3.2% 

1982-85: IMF, ESS/87/86, page 6. 
1986-87: Bank of Zaire, Evalua~ion of GDP in 1987 

(French: 2/7/88), page 3. 
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EXHIBIT 3.2 

Table 2: structure of GDP 

1959 1972 1982 1987 
------------------------------------

Agriculture: Commercial 18.9% 8.0% 13.4% 9.7% 
Subsistence 10.8% 7.4% 22.5% 11.5% 

Mining 7.5% 14.8% 11.5% 24.1% 
Manufacturing 12.5% 9.0% 2.3% 6.6% 
Construction and public works 3.1% 3.1% 4.0% 2.6% 
Non-commercia1 construction 1.5% 2.0% 1.2% 
Electricity and water 1.5% 0.9% 0.0% 1.3% 
Transportation 7.1% 8.4% 1.9% 5.5% 
Trade 7.7% 13.7% 21.4% 12.3% 
Services 22.4% 27.0% 18.2% 24.7% 
Indirect taxation 8.6% 6.2% 2.7% 0.5% 

Sources: 
1987: Bank of Zaire, EValuation of GDP in 1987, (2/7/88) page 3. 
1982: IMF, SM/85/107. 
1972: Bank of Zaire, Annual Report 1974, page 49. 
1959: Bank of Zaire, Annual Report 1967, page 38. 
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EXHIBIT 3.3 

Table 3: Balance of payments 

(Millions of SORs) 

1982 1983 1984 1985 1986 1987 
------------------------------------------------------

SOurces of FX: 

Exports ( fob) 1,317 1,577 1,871 1,825 1,572 1,341 
Services 76 108 138 151 161 157 
Official Grants 170 162 170 196 157 165 
Off icia1 Loans 192 136 132 155 230 320 
Priv Loans & 
.Err/Oniss (116 ) (15) 83 111 63 159 

IMP 
SAP 0 0 0 0 0 58 
Stand-By 107 115 158 169 81 70 

Debt relief 136 909 466 411 462 567 

TOrAL SOORCES 1,882 2,992 3,018 3,018 2,726 2,837 
TOrAL USES 2,227 2,992 3,018 3,018 2,726 2,836 

(New Arrears) 345 0 0 0 0 0 

Uses of FX: 

Imports (cif) 1,022 1,351 1,365 1,392 1,302 1,255 
Services 558 513 627 557 486 545 
Debt repayments 334 320 420 446 410 399 
Interest 285 272 367 328 333 331 
IMP: Repayrrents 22 10 54 104 94 125 

Interest 24 41 48 56 55 47 
?rivate outflows 14 (3 ) 89 54 53 52 
Arrears paid 0 480 74 51 24 8 
Reserves (32) 8 (26) 30 (31) 74 

Sources: 1985-87: IMP, Aide Memoire, Table 4 (French, 2/22/88) • 
1983-84: IMP, EBS/87/86, Table 4 (4/22/87). 
1982: IMP, EBS/83/257, Table 3 (11/30/83). 
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EXHIBIT 3.4 

Table 4: Sources of Growth in the Monetary Base 

(millions of current zaires) 

1984 1985 1986 1987 

Monetary Base Sources 15,660 19,999 32,111 64,490 

Monetary Financing of Deficit 13,657 14,957 25,043 50,766 
Bank of Zaire 13,404 14,680 20,854 28,477 
Comm. Banks (T. bills in RR) 253 277 4,189 4,929 
Counterpart.Funds - SALs 0 0 0 17,360 

commercial Bank Borrowing 1,148 2,182 3,730 15,225 
Discounting 1,148 2,182 1,216 5,081 
Money Market 0 0 2;514 7,858 
Others 0 0 0 2,286 

Externa! Account contributions 855 2,860 3,338 (1,501) 

Source: Bank of Zaire data provided to the World Bank and USAID. 
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EXHIBIT 3.5 

Table 5: Exports 

(millions of dollars) 
1982 1983 1984 1985 1986 1987 

------------------------------------------------------
Copper $790.7 $822.0 $670.5 $711.8 $694.8 $839.7 
volume 542.6 525.6 482.2 506.8 503.0 507.2 
Cents/lb 66.1 71.0 63.1 63.7 62.7 75.1 

Cobalt $182.8 $120.8 $236.2 $235.7 $149.7 $132.6 
volume 7.3 9.5 12.6 9.3 14.1 10.2 
$/lb 10.0 5.8 8.5 U.5 4.8 5.9 

Zinc $43.1 $50.2 $53.3 $49.1 $48.3 $37.3 
volume 55.0 66.6 63.0 70.7 71.9 51.6 
$/lb 35.6 34.0 38.4 31.5 30.5 32.8 

Silver $18.0 $U.8 $6.7 $6.5 $7.7 $6.5 
volume 71.8 33.1 25.4 27.0 44.9 31.0 
$/ounce 7.1 11.3 8.5 7.7 5.5 6.7 

Gold $23.1 $72.7 $60.2 $31.2 $26.6 $40.3 
volume 2.0 5.3 6.0 2.9 2.8 3.3 
($/oz) 361.9 426.7 322.6 345.9 355.2 379.8 

Diarronds $76.2 $139.0 $217.0 $199.1 $228.5 $197.2 
Unit value 6.7 11.7 18.1 19.6 23.3 19.6 
($/car) 11.3 11.9 12.0 10.2 10.6 10.1 

Crude oil $274.3 $236.2 $330.3 $300.8 $146.5 $192.2 
volume 8.1 8.5 12.1 12.0 10.7 U.5 
($/brl) 33.9 28.0 27.3 25.1 12.5 16.6 

coffee $105.0 $U6.5 $211.6 $153.6 $437.3 $168.7 
volume 68.0 69.5 78.9 65.5 145.8 104.8 
($/10) 0.70 0.76 1.22 1.06 1.36 0.73 

Rubber $11.5 $15.0 $10.6 $7.5 $7.8 $10.3 
Volume 14.9 15.9 14.6 11.0 13.9 10.6 
($/lb) 0.35 0.42 0.33 0.31 0.25 0.44 

Others $93.0 $101.6 $121.6 $156.9 $98.1 $95.0 

'roI'AL (fob) $1,617.7 $1,685.8 $1,918.0 $1,852.2 $1,845.3 $1,719.8 

SOurces: 1986-87: Bank of zaire, The Economic and Financial 
Situation in zaire in 1987: Structure of Exports, 
1986-88. 

1983-85: IMP, EBS/87/86, p. 92. 
1982: IMP, EBS 83/257, Appendix VI (11/30/83). 

\ (~l LJ 
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EXHIBIT 3.6 

Table 6: GOZ Fiscal Performance 

1986 

Revenue 

Income and profit Taxes 
Taxes on Goods and Services 
Taxes on International Trade 

Import Duties 
EXport Duties 

Other Revenues 
Budget pour Ordre 
Administrative Receipts 
Other 

Expenditure 

Wages and Salaries 
Goods and Services 
Interest on public Debt 

Domestic 
Foreign 

Transfers and Other SUbsidies 
Inves~ent 

Arrears 
Gecamines 
Domestic 
External 

Other 3xpenditures 
Budget pour Ordre 
Otl)er 

Net Changes Treas. Subaccts. 

Overall Balance 

SOurce: IMF, EBS/87/86, page 15. 

(millions of zaires) 

program Actual 

5'l,100 

16,000 
14,015 
19,285 
11,110 

8,175 
2,800 
1,800 
1,000 

o 

50,240 

8,500 
9,000 

23,040 
5,800 

17,240 
1,550 
2,100 
4,250 
1,400 
1,600 
1,250 
1,800 
1,800 

o 
o 

1,860 

45,260 

15,676 
8,444 

17,446 
11,141 
6,305 
3,694 

781 
1,464 
1,449 

50,814 

11,628 
10,936 
19,723 
7,204 

12,519 
1,387 
1,039 
5,534 
1,279 
3,084 
1,171 
1,386 

682 
704 

(819) 

(5,554) 

/31t 
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Table 6 (continued): 

GOZ Fiscal Performance - 1987 

(millions of zaires) 

program Actual 

Revenue 80,571 83,933 

Internal Taxation 28,665 37,477 
Corporate Taxes 7,290 9,127 
personal Income Tax 5,950 10,054 
CER 1,199 617 
Other 1,830 1,945 
Internal TUrnover Tax 5,560 7,473 
TUrnover Tax on Exports 1,200 1,163 
Petroleum Taxes 5,636 7,097 

customs 24,455 18,806 
EXPJrt Taxes 2,310 1,796 
Import Taxes 19,068 14,)245 
Consumption Taxes 3,037 2,721 
Others 40 44 

Gecamines 16,200 19,405 
Other Revenues 11,251 8,246 

Budget pour Ordre 6,146 531 
Administrative Receipts 2,105 2,947 
Other 3,000 4,768 

Expenditure 87,171 110,179 

Wages and Salaries 18,000 20,215 
Goods and Services 14,217 22,142 
Interest on Public Debt 30,015 28,794 
Transfers and Other SUbsidies 1,738 2,071 
Investment 5,000 4,178 
Arrears 11,255 23,050 

Gecamines 4,644 5,706 
Domestic 3,889 6,573 
External 2,722 10,771 

Other Expenditures 6,946 4,508 
Budget pour Ordre 6,146 594 
Other 800 3,914 

Net Changes Treas. subaccts. ° (5,221) 

OVerall Balance (6,600) (26,246) 

Source: Bank of Zaire, The Economic and Financial Situation in 
Zaire in 1987, (Ch. 3, PUblic Finances): 2/7/88. 
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Table 6 (concluded): 

GOZ Fiscal Performance - 1988, First Quarter 

Revenue 

Internal Taxation 
Corporate Taxes 
Personal Income Tax 
CSR 
Other 
Internal TUrnover Tax 
TUrnover Tax on Exports 
Petro1ewn Taxes 

customs 
Export. Taxes 
Import Taxes 
consumption Taxes 
Others 

Gecamines 
Internal 'faxes 
Customs Taxes 

Other Revenues 
Budget pour Ordre 
Administrative Receipts 
REP 
Other 

Expenditure 

Wages and Salaries 
Goods and Services 
Interest on public Debt 

Domestic 
Foreign 

Transfers and Other SUbsidies 
Investment 
Arrears 

Net Other Accounts 

OVerall Balance 

(millions of zaires) 

Program Actual 

32,544 

13,729 
2,575 
3,674 

650 
689 

2,252 
612 

3,277 
8,204 

443 
5,583 
2,166 

12 
7,365 

NA 
NA 

3,246 
o 

2,696 
550 

o 

33,785 

8,425 
8,315 

10,086 
2,571 
1,192 
1,951 
1,246 

o 

(1,242) 

26,904 

11,773 
1,258 
3,634 

253 
748 

2,654 
347 

2,878 
5,698 

436 
4,540 

709 
13 

7,201 
2,101 
5,100 
2,232 

o 
732 

o 
1,500 

30,842 

5,916 
6,299 

9,378 
394 

1,260 
1,407 
6,188 

2,545 

(1,393 ) 

Source: Bank of Zaire, Economic and Financial situation in 
Zaire, First QUarter 1988 (April, 1988). 
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EXHIBIT 3.7 

Table 7: Zaire's Stand-By Agreements with the IMP 

Dates Amount in SDRs million 

Agreed Drawn 

March, 1976 - March, 1977: 41 41 

April, 1977 - April, 1978: 45 5 
(abandoned, November, 1977) 

August, 1979 - February, 1981: 118 118 

JUne, 1981 - June, 1984 (EFF): 912 175 
(canceled JUne, 1982) 

December, 1983 - March, 1985: 228 198 

April, 1985 - April, 1986: 162 162 

May, 1986 - March, 1988: 214 48 
(abandoned February, 1987) 

May, 1987 - May, 1988: 143 30 
(abandoned February, 1988) 
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EXHIBIT 3.8 

Table 8: Official Devaluations of the Zaire 

Devaluation 

67 percent 

o percent 

42 percent 

11 percent 

44 percent 

25 percent 
30 percent 

40 percent 

78 percent 

New Rate Notes 

$ 2.00 

$ 2.00 

Officially in terms of gold 

Officially in terms of the 
dollar 

SDR 1.00 Officially in terms of the SDR 

SDR 0.90 

SDR 0.50 In two steps at the end of 
1978 
SDR 0.375 
SDR !J.2625 

SDR 0.1575 

SDR 0.03542 Floating thereafter 

J 7:';.;( 
()../, 
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EXHIBIT 3.9 

Table 9: Financing the GOZ's Budget Deficit 

(millions of zaires) 

1984 1985 1986 1987 1988:1 
-----------------------------------------

Budgetary Revenues 27,289 43,342 50,931 87,394 29,449 

Budgetary Expenditures 30,901 44,889 61,585 113,638 30,842 

Budgetary SUrplus (3,612) (1,547) (10,654) (26,244) (1,393) 

Budgetary Financing 3,610 1,550 10,655 26,244 1,393 

Banking System 3,041 1,300 10,087 25,723 (941) 
BOZ 2,994 1,276 6,174 7,623 (2,941) 
Commercial Banks 47 24 3,913 740 
Counterpart Funds - PBLs 0 0 0 17,360 2,000 

Treasury Securities 569 250 568 521 2,334 
Treasury Bills 569 250 90 595 2,334 
Lottery Securities 0 0 478 (74) 
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Table 10: Corrunercial Bank Sector Balance Sheet 

(millions of zaires) 
-------------------------------------------------------------------------

1983 1984 1985 1986 1987 
--------------------------------------------------------------
'IDI'AL ASSETS 9,416 14,199 18,172 30,195 68,866 
------------------------
Foreign Assets 3,298 3,019 4,323 7,422 16,501 
-----------------------------
Domestic Assets 6,118 11,180 13,849 22,773 52,365 
--------------------------

Reserves 3,110 6,456 7,048 12,485 26,915 
CUrrency 260 659 885 1,418 2,215 
Deposits in BOZ 2,850 5,797 6,163 11,067 24,700 

Domestic credit 3,008 4,724 6,801 10,288 25,450 
private Sector 2,832 4,471 6,515 9,648 22,932 
GOZ 176 253 286 640 2,518 

'IDI'AL LIABILITIES 9,417 14,200 18,172 30,195 68,867 
---------------------------
Foreign Liabilities 744 511 1,002 3,093 6,355 
------~--------------------
Domestic Liabilities 8,673 13,689 17,170 27,102 62,512 
------------------------

Borrowing 573 1,148 2,182 3,730 15,225 
Discounting 573 1,148 2,182 5,081 
Money Market 0 0 0 7,858 
Others 0 0 0 2,286 

Deposits 7,213 9,483 11,576 19,237 40,281 

Private Deposits 7,121 9,459 11,483 19,069 38,975 
Demand Depos i ts 6,236 8,218 9,927 16,515 32,123 
Time Deposits 676 995 1,047 1,855 5,042 
FX Deposits 209 246 509 699 1,810 

GOZ Deposits 92 24 93 168 1,306 

Import prepayment 248 184 1,288 1,813 3,626 
Capital Accounts 778 1,406 2,185 4,729 5,427 
Other Items Net (139 ) 1,468 (61) (2,407) (2,047) 

j;f /,'''' 

lfiore
Rectangle
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EXHIBIT 3.11 

Table 11: Monetary SUrvey 

(billions of zaires) 

1983 1984 1985 1986 1987 1988:I 
-------------------------------------------

Net Foreign Assets (broad) (13.5) (16.7) (38.5) (54.5) (96.7) (109.3) 

Net Foreign Assets (narrow) (10.5) (13.9) (36.2) (48.6) (86.6) (99.7) 
Foreign Assets 11.9 16.4 13.2 27.1 57.2 70.1 
Foreign Liabilities (22.4) (30.3) (49.4) (75.7) (143.8) (169.8) 

(provision for Arrears) (5.6) (5.0) (4.0) (3.4) (5.9) (6.5) 

Other Net Foreign Assets (3.0) (2.8) (2.4) (5.8) (10.2) (9.6) 
Net For'n. CUrro Deposits (0.3) (0.4) (0.8) (0.9) (2.2 ) 0.0 
provision for Imports (2.7) (2.4 ) (1.6) (4.9) (7.9) 0.0 

Net Domestic assets 14.1 19.3 24.5 39.1 62.3 58.2 

Net C1ai~ on Government 10.3 13.4 14.8 24.9 33.3 27.8 
Credit to Enterpr. & Hseh1ds 2.9 4.6 7.0 11.4 25.1 27.8 
Other Net Domestic Assets 1.0 1.3 2.7 2.8 3.9 2.6 

OVERALL NET ASSETS 0.7 2.7 (14.0) (15.3) (34.4) (51.2 ) 
OVERALL N~ LIABILITIES 0.7 2.7 (14.0) (15.3) (34.4) (51. 2 ~ 

Money Supply (M2) 13.7 18.4 23.9 38.0 74.7 82.5 

Money (ill) 13.0 17.4 22.9 36.1 69.7 76.8 
Curren~! in Circulation 6.1 8.8 12.3 19.0 36.4 43. ':0 

Demand Deps. (Comm. Banks) 6.2 8.2 9.9 16.5 32.1 33.7 
Demand Deps. (80Z & CCP) 0.7 0.4 0.7 0.6 1 '; 

.~ 0.0 

Quasi-Money 0.7 1.0 1.0 1.9 5.0 5.7 
Time Depos its (COrruTI. Banks) 0.7 1.0 I.e 1.9 5.0 0.0 
Time Deposits (80Z) 0.0 0.0 0.0 0.0 0.0 0.0 

Other Items Net (13.0) (15.8) (37.9) (53.3) (109.1) (133.7) 
Gains & Losses (21. 2) (27.2) (43.2) (60.8) (125.1) (152.9) 
Counterpart 2.4 3.4 5.3 7.5 16.0 19.2 
Discrepancies 5.8 8.0 0.0 (0.0) 0.0 0.0 

I roy } 
\ D i,) 
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EXHIBIT 3.12 

Table 12: Elements of Controlled Fuel prices 

January 14, 1988 

TOTAL : 55.700 m3 /T.M./ mo. 

1 cost at the Border (PI·IF) 
4 Transport & storage cost SOZIR 
3 aank charges (5. 2% P~IF) 
4 Loss in transport (0.3% PMF) 
5 Import tariff 
6 consumption tax 
7 SUpply 
8 Tax 

(zaires per ton) 
GASOLINE DIESEL 

west East West East 

9200 m3 300 m3 32500 m3 2800 n3 

19,937.00 45,901.00 
1,068.00 
1,036.72 

59.81 
50.00 

600.00 
12.00 

100.00 

2,386.85 
137.70 

50.00 
600.00 
12.00 

100.00 

20,984.00 45,901.00 
1,068.00 
1,09l.17 

62.95 
20.00 

130.00 
12.00 

100.00 

2,386.85 
137.70 

20.00 
130.00 
12.00 

100.00 

9 TOTAL Price ex-customs (?MGD) 22,863.54 49,187.56 23,468.12 48,687.55 

10 Stabilization Account 
11 Losses MEP (1% PMGD for gas, 

0.5% for diesel) 
12 Operating costs SEP 
13 Operating costs, fuel distrbtrs. 
14 Operating costs, SOZIR 
15 Margin (10% PMGD) 

16 TOTAL COST OF DISTRIBUT:O~ 

17 :toads tax 
18 River tax 
19 Farm-to-market roads tax 
20 Special Treasury Fund no. 1 
21 Special Treasury Fund no. 2 

22 TOTAL PARAFISCAL TAXES 

23 Real Reference Price 
24 Reference Price applied 

4,500.00 4,500.00 4,500.00 4,500.00 
228.64 491.88 117.34 243.44 

3,565.00 
5,245.00 
1,02l.00 
2,286.35 

1,339.00 
1,795.00 

0.00 
4,918.76 

3,94l.00 
1,329.00 
1,02l.00 
2,346.81 

2,140.00 
1,616.00 

0.00 
4,868.76 

16,845.99 13,044.63 13,255.15 13,368.:9 

7 r 79 3.77 
CI.OO 

=OfJ .00 
~flfj4.99 

8,349.48 

0.00 
0.00 
0.00 
0.00 

(7,123.56) 

7,793.77 
259.23 

1,000.00 
0.00 

5,829.35 

O.JO 
0.00 
0.00 
0.00 

(4,275.55i 

19,748.24 (7,123.56)14,882.35 (4,275.55) 

59,457.76 55,108.63 51,606.00 57,780.20 
59,000.00 55,000.00 52,000.00 58,000.00 

Source: GOZ Ministry of National Economy and Industry, Departmental 
Decree No. DENI/CAB/06/001/88 of January 13, 1988. 

11:/,/ 
I ; / 

.! 'I 
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EXHIBIT 3.13 

Table 13: Bank of Zaire Balance Sheet 

(millions of zaires at end of year) 
1983 1984 1985 1986 1987 

------------------------------------------------------------------------
TOrAL ASSETS 19,951 28,119 26,699 50,847 94,774 
---------------------------
Foreign Assets (21) 8,597 13,416 8,889 19,674 42,601 
-----
IX:>mestic Assets 11,354 14,703 17,810 31,173 52,173 
------

Claims on GOZ 10,701 13,404 15,158 25,653 35,310 

Credit to Economy 80 151 470 1,790 1,638 
Private non-financial 0 39 133 1,213 1,458 
PUb. Inst. non-fin. 78 75 171 243 221 
Fin. Inst. non-bank 2 37 166 334 401 

Claims on Banks 573 1,148 2,182 3,730 15,225 
Discounting 573 1,148 2,182 5,081 
Money Market 0 0 0 7,858 
Others 0 0 0 2,286 

TOTAL LIABI~ITIES 19,951 28,117 26,699 50,847 94,774 
---_._--------------------
Foreign Liabilities (16c) 21,668 29,801 48,379 72,645 138,789 
----
IX:>mestic Liabilities (1,717) (1,684) (21,680) (21,798) (44,015) 
------

~1Onetar:l 3ase 9,912 15,659 19,999 32,110 64,490 
CUrren~j outside banks 6,136 8,802 12,294 18,987 36,421 
CUrrenc; in banks 260 659 885 1,418 2,215 
Bank De?Qsits 2,850 5,797 6,163 11,%7 24,700 
Other :>eposits 666 401 657 638 1,154 

GOZ Deposi:.s 534 237 504 1,190 3,224 

Othe r Depos i ts (15) 2,493 2,373 574 3,314 4,716 
FX Deposits 65 119 296 219 399 
Import Prepayments 2,428 2,254 278 3,095 4,317 
Time Deposits 0 0 0 0 0 

COunterpart Funds 19 38 83 224 567 

Other Items Net (14,675) (19,991) (42,840) (58,636)(117,012) 
capital Account 
Revaluation Account (43,207) (60,821)(125,111) 
Others 
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EXHIBIT 3.14 

Terms of Trade 
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EXl!IBIT 3.15 

. Real Per Capita Imports - ... 

Goods and Services 
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EXHIBIT 3.16 

Growth in the Money Supply 

(Demand & Iin1e Deposits + Currency) 
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EXHIB!T 3.17 

Overvaluation of the Zaire 

Ratio of Officia~ to Parallel Rates 
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EXHIBIT 3.18 

GOZ Exnenditures on Goods and Services 

Per Capita, Deflated by GDP Deflator 
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EXHIBIT 3.19 

Zaire's External Public Debt 

Disbursed or Committed 
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EXHIBIT 3.20 

Exports Required to Pay Off the Debt 

(Debt Deflated by Export P~ice Level) 
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ttHIBIT 3.21 

Commercial Bank Credit in Real Terms 

End of Year Stack 
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EXHIBIT 3.22 

Ind llStrial Output in Zaire 
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EXHIBIT 3.23 

Price Inflation 
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EXHIBIT 3.24 

Real Deposits in Con1rriercial Banks 

End of Year Stock 
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EXHIBIT 3.25 

?e:-iodic txchange Rates - 1987 
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EXHIBIT 3.26 
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Co:nDos~:ion of t~e j10nev Su.p~lv 
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ANNEX 4 

SOCIAL SOUNDNESS ANALYSIS 

- PRIVATE SECTOR SUPPORT PROGRAM 



4.1 Introduction 

2 
ANNEX 4 

SOCIAL SOONDNESS ANALYSIS 

- PRIVATE SEC'IQR SUPPORT PROORAM -

This Annex examines the overall socio-economic environment within 
which the PSSP will operate. First, the Annex describes the target 
beneficiaries of the project, the MSEs, and looks at the major 
socio-economic trends which affect their functioning. Second, it 
examines links between the MSEs and non-target beneficiaries. Third, it 
discusses credit and savings in the informal sector. Fourth, it explores 
the role of women in the MSEs and in the private sector in general. 
Fifth, it presents six case studies of MSEs. Finally, it looks at 
implications for further research. Annex 2, Technical Analysis includes 
a synopsis of three studies of MSEs carried out by Coopers and Lybrand 
under contract to USAID/Zaire. Annex 6, proposed Research, EValuation 
and Impact Studies, discusses special studies which will explore ways to 
reach non-target beneficiaries. 

4.2 The Target Beneficiaries 

(1) MediUD Scale And ~ller Scale Enterprises 

The PSSP will provide access to foreign exchange through the 
commercial banking system to MSEs for import of raw materials, equipment 
and spare parts. Through the Counterpart Fund, local currency loans will 
also be ~de available to these businesses for purchase of raw materials, 
spare parts, equipment, and for agricultural campaigns. The studies by 
Coopers and Lybrand cf 118Es in Kinshasa and Lubumbashi enabled the 
project team to draw a realistic picture of MSEs in relation to the 
banking and credit environment. It was discovered that banks are muC1 
more likely to extend credit to enterprises of medium scale (100-500 
employees, up to $5 million in annual sales) than to those of smaller 
scale (5-100 employees, up to $2 million in annual sales). A definition 
of medi'Jf.1 and smaller scale enterprises based on number of employees is 
perhaps misleading because these enterprises are more labor intensive 
than comparable industries in other parts of the world. The PSSP will 
explore ...,lays to help smaller scale enterprises which may not formally 
participat2 in the project through special studies of their needs for 
credit and technical assistance. The project will also encourage the 
commercial banks to expand their lending to smaller MSEs. 
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The medium scale enterprises surveyed by Coopers and uybrand are 
mostly industries producing consumer items of primary necessity for local 
consumption: matches, bricks, paint, wood and metal products, plastic 
shoes, cloth, batteries, soap and the like. All companies in the medium 
scale survey are located in Kinshasa, the hub of economic activity in 
zaire but many have branches or distributors in other regions. smaller 
scale enterprises and trading companies were sUl:veyed in Kinshasa and 
Lubumbashi and the surrounding regions of Shaba and Bandundu. This 
analysis will discuss primarily the medium scale enterprises surveyed in 
Kinshasa as these companies will be the first beneficiaries of the 
project. 

These companies are primarily owned by expatriates, with some 
zairian participation. The expatriate owners and managers tend to be 
second-generation in zaire and very dedicated to the country, having 
persisted in their businesses despite much upheaval in the economic 
environment. The top two or three executives of the company tend to be 
expatriates; the rest of the decisionmakers and manage~s are Zairian. 

(2) Need To Support Medium Scale Enterprises 

The PSSP is filling a gap in assistance to a crucial sectol: of the 
economy. Zaire's economy has been heavily weighted to the commercial as 
opposed to the manufacturing sector within the private sector as a 
whole. Banks prefer extending credit to trading enterprises, especially 
those dealing in diamonds, gold and coffee, over industry because of the 
rapid turnover of funds. MSES have been severely handicapped by 
restricted access to foreign exchange and by other factors in the 
economic environment such as labor and tax regulations. Larger firms are 
often subsidiaries of multinational corporations and may have more access 
to foreign exchange. TWo new projects, funded by the World Bank and the 
Cooperation Francaise, and the government organization OPEZ, are designed 
to support smaller scale enterprises. Agriculture has also received a 
large portion of development support and has benefitted from recent price 
liberalization efforts. 

(3) CUrrent Situation 

MSES are experiencing an especially sharp decline in their access to 
foreign currency through the banking system as commercial banks must now 
fund fuel imports out of their total reservoir of foreign currency. This 
expense represents 30-40% of the commercial banks' foreign exchange. 
Consequently, to meet its needs for imported raw materials and spare 
parts, a company may have to borrow foreign exchange on the black market 
at 25-30% higher than the official rate. This situation has forced the 
companies to raise prices. High inflation has decreased consumers' 
purchasing power as well so there have been corresponding lags in 
demand. plants are now operating at an average of 50% capacity due in 
part to decreased demand but mo~tly from scarcity of raw material inputs. 

/) /(.:./ 
/ ... . 

- l . 
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(4) Beneficiaries Of '!he Local Olrrency Lending Program 

Under the Local CUrrency Lending program, companies will have access 
to credit for purchase of local raw materials, spare parts available from 
local distributors, and for agricultural campaign credit. With this 
credi t, eligible trading companies can expand their activi ties. Scarcity 
of credit is often cited as a major constraint in agricultural marketing 
because traders must have substantial sums at their disposal at the 
opening of the campaign. Spare parts for trucks are another important 
expense for traders. Credit for purchase of local raw materials would 
allow companies to buy, for example, sugar and palm oil from local 
agro-industries. 

It is hoped that this line of credit will be available to smaller 
MSE8 as the guarantees involved will be less exacting than those for the 
foreign currency lending program. Through the local currency program, 
the PSSP hopes to encourage banks to extend credit to new customers with 
local needs. 

4.3 MSEs And Non-Target Beneficiaries 

(1) Conswners 

Mediwn and small scale enterprises represent a small percentage of 
total GDP - 6.17% for the entire manufacturing sector - but they play an 
important role in the national economy. Under the PSSP and other donor 
progr~s, it is expected that this sector's share of the GDP will grow. 
The companies surveyed produce products of primary necessity for local 
consumption. Access to foreign currency through the project will enable 
these companies to import essential raw materials and spare parts, while 
local curren~j loans will provide credit for local raw materials and 
working capital, thus lowering unit costs of production. This savings 
can be passed on to the consumer. If these companies were not in 
business ·the consumer would very likely have to pay much higher prices 
for imports. Although the value added factor is normally low, these 
comp2~ies still provide import SUbstitutions which decrease the nation's 
use of foreign exrhange. 

(2) EmDloy~es 

The medi~~ scale industries provide a training ground for mechanics, 
engineers and factor! workers. There are very few other resources for 
quality technical training in zaire. MSEs are also a source of stable, 
long term employment. It is estimated that one worker supports an 
average of six children, his wife and often several other family members. 
Employees also receive benefits which are valued as much or more than 
their actual salary. 'rhese include health and retirement benefits, 
culturally valued expenses such as payments for marriages and funerals, 
and access to food at below-market prices. 
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It is not expected that the project will generate significant new 
employment because these companies tend to be overstaffed, and to keep on 
skilled workers who have been trained over a long period of time. The 
project will, however, generate substantially higher productivity per 
worker. Because of high unemployment rates in Kinshasa, workers try to 
hold on to their jobs. These companies represent one of the few sources 
of steady employment. The major alternative ~o wage labor is petty trade 
and Kinshasa is already saturated with marginally profitable petty 
traders. 

(3) Subcontractors 

The medium scale industries surveyed subcontract work to smaller 
enterprises such as printshops, wholesale food traders, laundry 3nd 
transport services. In some cases this is a formal arrangement; for 
example. a firm might regularly requisition forms from a print shop. In 
other cases, the arrangement may be more informal; for example, a 
wholesale food buyer brings a stock of food to the plant for resale to 
the workers when he or she has made a trip to the interior. 

Driving through the industrial sector of Kinshasa, one is struck by 
the array of secondary activity surrounding the companies: women selling 
food to workers, barbers giving haircuts, street vendors hawking consUQer 
items, carters and taximen moving goods and people. 

(4) Marketing And Distribution Chain 

Several MSSs surveyed have branches in the interior or depots for 
their products. Most companies sell their products through wholesalers. 
Scarcity of foreign exchange has affected the distribution network. 
companies have cut back or eli~inated credit to their wholesale clients -
even those who sell in the interior. Increased access to credit may help 
these companies to reestablish credit lines, enabling wholesalers to buy 
more products, sell to retailers at lower prices, and expand their 
distribution networks. 

(5) Links TO Agriculture And ~Jral Areas 

The three private sector baseline surveys described above were 
carried out in Kinshasa, Shaba and Bandundu. The surveys reemphasize the 
importance of the Kinshasa region in Zaire's economy, and especially in 
the manufacturing, construction and services sectors. OVer 44% of 
Zaire's GDP in these sectors originates in the Kinshasa region. Almost 
50% of manufacturing GDP originates there. Shaba follows as the second 
most important region. Many companies in that region are linked to the 
parastatal, Gecamines. 
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Most companies in the medium size range either operate in Kinshasa 
or have their headquarters there, although they may serve directly or 
indirectly the national market. The -small- segment private sector 
companies, on the other hand, have local or at best regional markets. 
With increased access to credit, those medium scale industries with 
branch factories and national distribution will be able to expand their 
activities in the interior. 

Some of the companies have direct links with agriculture or buy 
their raw materials in rural areas. Matches are made from local wood and 
materials to make bricks come from quarries nearby Kinshasa. One company 
manufactures fiber sacks for agriOlltural produce. T,vo thirds of the 
jute comes from local small farmers via three trading companies. These 
trading companies get agricultural campaign credit from the jute 
manufact~rer, who in turn distributes the sacks on consignment in the 
interior. These trading companies cannot get sufficient credit this :year 
to collect the jute. 

In some cases the lack of foreign exchange or its high cost has 
forced companies to search for alternatives to imports. At a brickmaking 
company, the bricks are now fired by charcoal made from local wood rather 
than imported fuel. A cereal plant has installed new equipment (USAID 
funded) to enable it to use locally grown corn rather than the more 
expensive imported wheat flour for a locally produced weaning food as 
well as other food products. However, local supplies are often 
unreliable and of low quality which is why many companies have come to 
depend on imports--e'Jen of agricultural goods. Thus, shortage of foreign 
exchange has not necessarily stimulated local supply. 

Special studies for the project will examine ways to strengthen the 
links between agriculture and industry. See, specifically, Study 4, 
SUrvey Opportunities For Encouraging Development of Private Sector 
Businesses Utilizing Local Sources of Material fOl Both Local and Export 
Markets in Annex 6, proposed Research, EValuation and Impact Studies and 
Auman Resource Development. The ~ission I s overall support of 
agricultural development, with two large scale area development programs, 
and PVOs, under the Small project Support Project, is helping to 
stimulate the agricultural sector and rural areas in order to better 
supply local industry. The ~ission is involved in the fundamental 
rebuilding of rural services and infrastructure: roads, health centers, 
agricultural extension and basic agricultural research. Many MSE 
managers expressed an interest in buying locally if supplies and quality 
improve. Some managers continue to buy local products, even if imports 
are cheaper and more reliable, because they feel that they must do their 
part to keep up local supply lines and local agriculture. The 10C31 
currency lending program will be able to aid agriculture directly by 
providing credit for purchase of local raw materials, spare parts for 
trucks, and agricultural campaigns. Annex 7, Implementation procedures 
For Private Sector Financing, details procedures and mechanisms for this 
program. 
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Most importantly, any program to expand the industrial sector, to 
encourage export industries or links to the agricultural sector, must 
build on the base of the industrial sector which already exists. 

4.4 Credit And savings In The Informal Sector 

(1) Credit Unions 

USAID/ARD Zaire commissioned a report on Credit Unions and informal 
financial institutions in May 1987. Consultant John Gadway describes the 
credit union (COOPEC) operating in Bandundu Region as a "vigorous, 
aggressive, low-cost, rural institution that provides meaningful 
financial services, directly, to tens of thousands of low-income 
individuals." Despite his enthusiasm for the credit unions, Gadway goes 
on to point out that these institutions are fragile and in need of 
technical assistance. He cautions against using the credit unions to 
distribute foreign credit, noting that "there appears to be very little 
demand for credit on the-part of small holders in the rural areas of 
Zaire. " 

There is, however, a significant demand for credit on the part of 
rural entrepreneurs for trucks and agricultural campaigns but "meeting 
this demand is probably not possible without the prior development of 
viable local financial institutions, and therefore must be considered a 
long range goal." 

(2) Ili1Plications For The PSSP . 

The lessons from the Gadway report are twofold: 1) These 
institutions need, above all, technical assistance, not an influx of 
foreign credit. The transition from a savings to a savings and credit 
institution is slow and requires careful management. 2) ;;nyassistance 
from the PSSP must be coordinated with other donors' assistance and with 
USAID area development programs in Bandundu and Shaba. The goal would be 
to forge links between agricultural production and marketing and MSEs in 
urban areas. 

The credit unions operate in the urban areas as well, servicing 
small bu3inesses. Many of these institutions are linked to PVOs such as 
church groups. Thus any assistance should be coordinated with USAID'S 
PVO Support Project which is currently being designed. Independent 
discussions with a consulting company which audited credit unions in 
Kinshasa reveal that urban as well as rural credit unions are in need of 
a great deal of technical assistance. 
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The PSSP will fund special studies on how credit unions and informal 
financial institutions mobilize domestic savings and provide credit to 
MSEs. See Study 3, Survey Informal Sector Savings and Credit Activities. 

(3) Informal Credit And Savings Institutions 

Buying foreign. exchange on the parallel market costs approximately 
30% more than the official rate. Much of this foreign exchange comes 
from traders in diamonds, gold and coffee who sell overseas and also need 
local currency to buy their commodities. 

Local currency is available from Rloan sharksR who charge up to 50% 
interest on short term - one month - loans. Accountants or cashiers in a 
company may provide credit on these terms to other workers. 

Small traders can get supplies from wholesalers on credit if they 
are very good customers, just as larger companies may receive foreign 
suppliers' credit or credit from a parent company. The sack company 
mentioned above gives credit to traders to buy jute and also distributes 
the sacks to wholesalers in the interior on consignment. 

Fanily funds and self-financing are important sources of funding for 
many MSEs, especially the smaller ones. OWners may keep a bank account 
in Europe and draw on these funds. One enterprise may invest in creating 
a new company. For exan~le, a trading group may create small 
manufacturing companies and distribute their products. 

TOntines or Likelemba are informal savings groups found in many 
different settings: on the job, in church, alumni or professional 
organizations. Some of these groups are rotating credit associations 
which give each member a lump sum on a rotating basis, depending on rhe 
total number of members in the group. No attempt is made to invest the 
money collected. Some savings groups collect money to provide for 
emergen~j expenses: illness, death, birth, marriage of a member. Money 
is disbursed by decision of the membership. Other groups buy food 
wholesale to distribute to their members. r~ny employee groups perform 
this function. 

(4) Research On Smaller Enterprises' Access To Credit 

MSEs with fewer than 100 workers and less than $2 million in annual 
sales have very restricted access to foreign exchange. They have to 
obtain it on the black market at much higher than the official rate. 
Credit unions and informal institutions provide savings mechanisms but 
offer very little credit. SOFIDE, the development bank, has provided 
medium term credit for MSEs but this credit has proved to be extremely 
costly since the foreign exchange risk is borne by the borrower. 
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A new institution, funded by the World Bank, Bureau d'Encouragement 
au Developpement des Petites Entreprises (BEDEPE), has been set up to 
provide credit to MSEs. The exchange risks will be absorbed by the GOZ 
and dossiers will be processed at a much faster rate than was the case 
with SOFIDE. BEDEPE also gives seminars for business people to help them 
prepare dossiers for the bank. 

Since BEDEPE is a new institution, it will be necessary to track its 
successes and failures in lending to MSEs. The PSSP will observe the 
evolution of BEDEPE and the Credit Unions to determine how best to help 
smaller enterprises meet their credit needs. Future projects growing out 
of this research may help to meet these needs. 

4.5 Women's participation In The Private Sector 

·(1) Patterns Of Participation In MSEs 

Women are underrepresented both as owners and workers in the MSEs 
surveyed for the project. There was only one women owner in the medium 
sized company survey and the average percentage of women employees was 
under 4%. Women in general do not have a high rate of participation in 
the fo~al private sector in Zaire, but are very active in business in 
the informal sector. 

There are major barriers to women entering the fo~al private 
sector, especially industry. A married woman must have her husband's 
permission to open a bank account or to work. She may be fired from her 
job if her husband no longer wants her to work. She is prohibited by 
traditional law from directly inheriting businesses or property. 

National law allows women four months maternity leave at two-thirds 
pay, and women also get four ex~ra days off each month. The birthrate is 
very high in Zaire and infants and children often fall ill. Childcare is 
exclusively the mother's responsibility and represents a large portion of 
her daily activities. If both ?arents are working, it is almost always 
the mother who will take time off from her job to care for an ailing 
child. 

For these reasons, owners and managers of MSEs often prefer not to 
hire women. Nevertheless, a few reported that women are more productive 
than men on the job. One larger company which was contacted separately 
from the Coopers and Lybrai1d sU!"vey reported that they have set up a 
candy factory in the interior with 50 women as employees and they are 
very satisfied with the results. Any Kinshasa based company which 
seriously wanted to hire women 'would have to consider on-site daycare. 
At this time, MSEs are in no financial position to incur such an 
additional expense. 
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A study proposed under the PSSP will examine women's participation 
in the formal private sector. FUnded in local currency, the study will 
use a local women in development group to examine barriers to and 
possibilities for women workers and business owners, including women's 
level of productivity and policy issues which hinder the hiring of women 
and women's access to banking services. 

(2 ) Women In '!he Informal Sector 

A woman's business activities often complement those of her 
husband's. The husband may, through his job, have contacts which the 
wife will exploit in her business, such as buying and selling cloth or 
manioc products. For example, one company manager interviewed had 
invested in a vegetable garden business for his wife outside of Kinshasa 
and reported that she is very successful. Husbands may also bestow real 
property on their wives, from which they earn income. '!hus there is a 
high percentage of women restaurant owners and proprietors of rental 
housing. A woman may actually be "managing" the property for her sons 
but she keeps the income as long as she lives. 

A preliminary study for the World Bank on "the unrecorded economy" 
describes how women engaging in trade and informal service activities 
fill the gap in family income between the husband's official salary and 
the family's consumption needs. The wife's contribution may be 
substantially larger than the husband's. 

Market women are responsible for the supply of most fresh produce in 
the cities. Some women rent or even own trucks. In the Bandundu area, 
Kinshasa-based women traders have commissioned the building of large 
motorized boats for river transport. 

Efforts to integrate women into the formal sector have often been 
unsuccessful for the following reasons: 

o Women's groups and cooperatives which might provide assistance 
to women workers or through which a project might assist women 
are fragile and of short duration. 

o Women's work in the informal sector avoids the visibility to 
taxation and licensing that registered companies and salaried 
work engenders. Companies in zaire are burdened with an 
overwhelming array of taxes and workers as well must pay a high 
percentage of their wages in taxes. 

o Women's childcare responsibilities make it difficult for them 
to keep the regular hours required for industrial work. 
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o Very few women enter technical institutes or receive technical 
training. Women's jobs are mostly secretarial or related to 
their traditional activities such as cleaning, cooking or 
packing products. 

o Unemployment rates are very high and priority for jobs goes to 
men in the household. 

(3) Opportunities For Women In The Private Sector 

Despite the obstacles mentioned above, a few women are working in 
MSES, mostly as secretaries, but some on the shop floor. BEDEPE plans to 
have special training seminars for women entrepreneurs. Some training 
for businesswomen has been provided through AFECOZA, the woman traders' 
association, and this will continue under Cooperation Francaise's 
technical assistance program to ANEZA. 

US.~D and other donors have provided some women the opportunity to 
study management abroad, either in Europe, the united States or other 
countries in Africa. The PSSP will search out qualified women in the 
banking and management sectors for training through USAID's AFGRAD and 
HRDA programs. HRDA already sets a target of 33% female participation in 
the program. 

USAlD is working to implement an effective family planning effort in 
zaire so that women can space the births of their children. This effort 
helps women to enter into the workforce if they desire to do so. 

The social sti~a attached to being a single working woman is 
gradually being relaxed, at least in the urban environment. In addition 
many men are beginning to appreciate a wife who works in the formal 
sector as she may be better educated and have access to a regular 
salary. Nevertheless, women's work and responsibilities are often issues 
of struggle in a household, especially where men do not feel secure about 
their own jobs and incomes. Thus, improving the overall economic climate 
will contribute to the security necessary to contemplate changes in 
gender roles. The study proposed above of women's participation in the 
formal sector will enable the project to assess how best to assist 
working women and women in business. 

4.6 Reoresentative Case Studies . 

All MSEs surveyed by coopers and Lybrand are in the 
industrial/manufacturing sector (with the exception of two trading 
groups) and are located in Kinshasa. They are a diverse group. 
Follow-up interviews were conducted with top managers in six companies in 
the Coopers and Lybrand survey, focusing specifically on relations with 
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the wider community: consumers, suppliers, distributors, subcontractors 
and employees. Investment plans, operation and management problems, and 
the overall economic situation were also discussed. These companies 
represent important segments of the manufacturing sector: construction, 
foods, consumer goods and agricultural supplies. Though their raw 
material and spare parts n~eQs are quite divergent, they face many common 
operating problems. See Annex 2, The Technical Analysis, for a general 
discussion of the companies surveyed. 

(1) BRIKIN 

o Manufacturers of bricks and tiles from local materials 

o Credit needs: $430,000; Z 17,235,000 (Z 12,500,000 av?ilable) 
. 

o In business since 1949. 296 employees, Z 73,184,000 sales in 
1987. 

o contact: M. Mathy, Director 

M.- Mathy pointed out that the value added factor by his company is 
very high, as all raw materials co~e from quarries in Bas-Zaire, outside 
of Kinshasa. In addition, he has designed furnaces which use 
locally-produced charcoal to fire the bricks. M. Mathy is Belgian, born 
in Zaire. He is ~ast president of the Rotary International for Central 
Africa, and recipient of the GOZ's Presidential "Ordre du Leopard." All 
workers are trained at the factory and many have been with the company 
for twenty years. BRIKIN is the only brick making company currently 
operating in Kinshasa. They export bricks to the Congo and central 
African Republic. BRIKIN sells directly to the customer, whether it be a 
large finm or an individual. 

(2) VA? (Victoria Assorted Products) 

o Manufactures baby food, biscuits and chewing gum 

o Credit needs: $788,500; ($342,800 available). Z 110,000,000 
(Z 50,000,000 available). 

o In business since 1955. 297 employees. Z 374,426,000 sales in 
1987. 

o Contact: Cit. Ntumba Kalonji, Financial Director. 

VAP recently received a loan from USAID to install a new processing 
machine for its baby food cereal line. This machine will enable the 
company to use up to 70 percent of locally produced corn instead of 
imported wheat flour. They need credit to purchase packaging materials 
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for the new product. cit. Ntumba noted that each time there is a price 
rise in their products due to increased cost of raw materials, there is a 
corresponding drop in demand. With the new processing facility on-line, 
VAP expects to cut unit costs and lower prices to the consumer. They 
distribute their products in the interior and target their baby cereal 
line to the critical weaning age, when infants are extremely vulnerable 
to disease and malnutrition. VAP has an agreement to buy corn from an 
PVO based in the Equator Region run by catholic priests which is also 
receiving USAID support. 

(3) TREFILKIN 

o Manufacturers wire mesh, fencing and nails 

o Credit needs: $1,725,000 ($400,000 available) for imported 
material. $150,000 spare parts, Z 12,000,000 for local spare 
parts. New project: galvanized tin roofs: $250,000~ 

o In business since 1963. 160 employees. Z 265,150,000 sales in 
1987. 

o contact: M. Derne11e, General Manager 

TREFILKIN has recently ordered machines to fabricate galvanized tin 
roufing and needs credit to finance imports of raw materials. They are 
the only company in Kinshasa with the heavy equipment necessary to 
produce quality nails and wire mesh. M. Dernelle was raised in Zaire and 
educated in Belgium and the United States. Three women are employed on 
the shop floor. The foreman mentioned that these women were more 
productive than the men. Employee benefits include a dispensary, 
medicine and access to food at below-cost price. There are twenty 
workers jn the company who have been with the company for over twenty 
'years. All workers receive intensive on-the-job training. TREFILKIN 
sells fencing to plantations in the interior and provides sixty-day 
cLedit, though this financing is becoming more difficult. 

The company weathered nationalization (Zairianization) in 1973 by 
becoming part of IPS, a company with small meta1works throughout Africa, 
which has 34 percent GOZ participation. 

(4) MAZAL 

o Manufacturers matches 

o Credit needs: $160,000. $13,500 spare parts, raw materials 
$80,000/month 

o In business since 1971. 234 employees. Z 356,360,000 sales in 
1987. 
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o contact: M. Migliorini, General Manager 

MAZAL is a wholly-owned subsidiary of SWedish Match. The company 
purchases local wood but the rest of the materials are imported. They 
seek financing to begin manufacturing match boxes at the factory, which 
currently represents their largest outlay for raw materials. M. 
Migliorini was born in zaire and educated in Belgium. He has sent 
employees for English language training. Three of the company's major 
wholesale clients are women. Recently, the company was forced to 
discontinue distributor credit. The marketing chain extends to street 
vendors who sell by the box. Wholesalers gross about 400Z per carton 
(1,000 boxes); retailers about 1.5Z per box (IOOZ = 50 cents). MAZAL has 
organized a workers' savings association or Tontine which purchases food 
on credit, guaranteed by the company. 

MAZAL borrowed Z 17,000,000 from SOFIDE; the development bank, for 
which they have borne the exchange risk. This loan is being repaid 
despite the 300 percent devaluation of the Zaire. 

(5) PENAZA 

o Hanufacturers pai nts and varnishes. 

o Credit needs: $1,714.200 ($428,500 available). 

o In business since 1961. 271 employees in 4 locations 
(Kinshasa, Kisangani, Likasi and Lubumbashi). Z 378,965,000 
sales in 1987. 

o Contact: M. Pol Snitz, General Manager 

PE~~ZA is wholly owned by a zairian woman who took over ownership 
from two Belgians after Zairanization. The company is managed by M. 
Snitz, ' .... ho has lived in zaire for thirty years and has been with the 
company since its foundati0n. It is the only paint factory in Africa 
which collaborates with DUPont, and the only factory in Zaire with 
research facilities. The research facility has trained several people 
who have gone on to start other companies. Since there has recently been 
a drama~ic rise in competition, PENAZA has decided to specialize in 
quality products for specific uses. They supplied paint to General 
Motors when it was in Zaire which represented a large portion of their 
market. 

PENAZA has three smaller factories in Kisangani, Likasi and 
Lubumbashi, and distributes its products through hardware stores. They 
have recently cut distributor credit from 90 days to 30 days. 

.fJ I ~ lY I( 
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PENAZA buys local soy oil, oopal and cement. 'lJle soy oil is produced by 
an pvo-supported agricultural cooperative. Though only a small part of 
their raw material needs, M. Snitz feels it important to keep up local 
supply li n~s. 

(6) TISSAKIN 

o Manufactures jute sacks 

o Credit needs: $3,070,000 ($1,543,000 available); Z 380,366,000 
Z 205,366,000 available) 

o In business since 1948. 598 Employees. Z 482,260,922 sales in 
1987 

. 
o contact: M. Husain, General Manager 

TISSAKIN has extensive links with the agricultural sector, 
specifically small jute farmers in Bandundu Region and traders buying the 
jute. The oompany also imports high quality jute from Bangladesh (1/4 of 
botal jute) and has participated in the CIP to import this jute. Mr. 
Husain, a long time resident of zaire, described how jute farming in 
Zaire - once a major agro-industry - experiences severe setbacks when 
credit is not available for the agricultural campaign. The villagers 
will not gather any more jute unless the first jute harvest is bought. 
If not harvested, the jute dries up and is useless. The credit sqJeeze 
has gotten more severe in the last two 'years, and this 'year is very 
tight. TISSAKIN provides credi t to the traders but the company's credit 
resources are limited. They compete with imported sacks from 3angladesh 
which are dumped on the market. The company helped to finance a roads 
project in BandUndu Region with USAID, working through a local PVO. 
TISSAKIN is 60% Belgian and 40% zairian owned. 

4.7 Imolications For Further Research . 

(1) Assessing Spread Effects 

The target beneficiary por:"lation for the foreign exchange import 
and the local currency lending elements of the program consists primarily 
of medi~ sized private sector businesses already in production. Spread 
effects from assistance to these oompanies are suggested above. The 
project will monitor these spread effects, and will collect 
gender-disaggregated data in monitoring the impact of the Project on 
participating MSEs. See suggested survey below. The depth and breadth 
of project spread effects depend a great deal on developments in the 
wider economy, effective coordination with other projects within the 
Mission and with other donors. Exhibit 4.1 illustrates the best case 
scenario for spread effects from the PSSP. 

/) J',i 
(~- l " 
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The PSSP has built in and budgeted for an on-going research program 
which will systematically investigate other project and program 
possibilities for addressing the important micro-sector and women in 
development issues. Research into the encouragement of the growth of 
businesses using local raw material inputs will also be conducted. For 
further details on the PSSP research program, refer to Annex 6, prOposed 
Research, Evaluation and Impact Studies and Human Resources Development. 

(2) SUrvey Plan For MSEs 

The study suggested below is to be carried out at baseline and 
annually thereafter to detennine project impact on MSEs. All MSEs 
participating in the PSSP will be surveyed. This sample does not include 
detailed financial infonnation which will be collected. Refer to Study 
1, Annex 6. 

I. OWnership, Partners and Shareholders 
A. Percent Expatriate 
B. Percent Zairian 
c. Percent Women (of A and B) 

II. Personnel 
A. Number of Salaried Workers 

1. Management 
2. Workers 
3. Percent Women (of 1 and 2) 

B. Base S21aries (Amount and Percent of TOtal Expenses) 
1. Management 
2. Worker 

C. Benefits (Dollar Value of Each Benefit Provided and Percent 
of TOtal Expenses) 
1. Management 

2. Worker 
D. Training Opportunities 

III. Use 
A. 
B. 

c. 

1. Dollar Value alld Percent of TOtal Expenses 
2. Number of Women Trained 

of Smaller Enterprises 
Number and Type of SUbcontractor 
Amount Spent per Month on SUbcontractors and Percent of 
TOtal costs. 
Percent of Women SUbcontractors 

IV. Sources of Raw Materials. (Amount and Percent of TOtal Raw 
Materials Used 
A. Imports 
B. Local - Wholesaler Imports 
C. Local Product 
1. Source of Product 
2. Type of Product 
3. Supplier of Product (e.g. Trader, PVO, cooperative) 

!\ 

j)J .' 
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V. Marketing and Distribution 
A. Production units Outside Kinshasa 
B. Amount and Percent of Total Sales through Wholesalers 

(Percent Women Wholesalers) 
C. Amount and Percent of Total Sales Dirp.ctly to Client 
D. Market Outlets by Region or Urban Zone 

I • Numbe r of Depots 
2. Nwnber of stores 
3. Number of Small Scale Traders carrying product 

VI. Sources of Credit (.~ount and Percent of Total Credit) 
A. OWn or Family Funds 
B. Commercial Banks (through PSSP) 
C. Commercial Banks (Other) 
D. SOFIDE, BEDEPE 
E. OVerdraft 
F. Informal Market 

VII. Uses 
A. 

B. 

of Credit. 
Foreign Exchange 
1. Raw Materials Imported (Type, Amount and Percent of 

Total Expenses) 
2. Capital Investments (Type, Amount and Percent of 

TOtal Expenses) 
Local CUrrency (Uses, Amount and Percent of Total Expenses) 

VIII. Price of product 
A. Wholesale 
B. Retail 
C. production cost per Unit 
D. Price of Competing Products (Including Imports) 
E. Prices of Basic Consumer Items in Local Market (e.g tomato 

paste, bread, cooking oil, salt, sugar and cloth) to 
assess Cost of Living 

IX. Free Questions 
A. How do you learn about new investment opportunities? 
B. Are 'you experiencing difficulties with bank credit? 
C. What are your major operating problems? 
D. Would :you consider hiring qualified women graduates of a 

technical school or management program, if their 
qualifications were equal or superior to other applicants? 
Why or why not? 

E. How do you view the overall economic climate as compared 
to last year? 

F. What about future problems and possibilities? 
G. Is your product changing in response to conswner demand? 

Why, and in what way? 
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EXHIBIT 4.1 

BEST CASE SCENARIO 

SECTOR 
CASE RESULTS BENEFITTING 

MSE gets r.l. Imports needed spare r.. VK>RKERS 
I foreign exchange parts and machinery 

credit i 

i 
- Increased plant capacity - Increased salaries, i 
- Increased worker benefit~ and train- i 

productivity ing opportunities I 
I 

r-.2• Imports raw materials .. CONSUMERS I 
I 

I 

Unit price of product - Pri ces fall i - I 
falls - Distribution widens i 

I 
MSE gets f-tl. Buys local raw materials f.+ AGRICULTURE/RURAL I 

I 

local cur rency 

I 
AREAS 

i credit - Credit for agricultural 
campaigns 

I 
- Local agro-industry i 

grows I 
I 

I . rise I r -Famgate pnces 
I 

I 

: 

... 2. Gets working capital JISTRIBUTORS/ I 

SUBCONTRAC'IDRS ; 

- Becomes more efficient 
I I - Reestablish/extend I 

! I distributor credit 
I 
: I . - Increased use of 

I subcontractors 

MSEs in te r act '.vi th r-.l. Buys from USAlD-supported ~MSES I 
other USAID Projs. PVO agricultural LOCAL PRODUCERS I cooperative 

- Higher far.mer pro- i 

ductivity and better 
quality crops from 
from research and 
extension 

r.2. Buys in Project area - Better access to 
rural areas, 
improved roads 



19 
4.8 BibliographY 

1. ANEZA, April 1986, Etude pour la promotion des petites et moyeru 
entreprises de Kinshasa 

2. Coopers and Lybrand, 1987, 1988. 
commercial Trading Enterprises Study 
Survey of capital Markets and Financial Intermedaries 
SUrvey of Training Needs and Resources 
Survey of Medium-Sized companies] 

3. E~vA bis ISAL, 1986. La PME "informelle", pivot indispensable c 
1 'edifice social et economique du Zaire. zaire Afrique 207. 

4. Gadway, John, March 1987. "The potential for Rural Savings 
Mobilization in Zaire. EVidence from Credit Unions and InformaJ 
Financial Institutions in Bandundu." 

5. OIT/ILO, 1985. Le secteur non-structure de Kinshasa, by M.K. Gc 

6. Republique dU.Zaire, 1974. Activites socio-economiques des petj 
et moyennes entreprises de Kinshasa. 

7. World Bank, 1987. "The Unrecorded Economy" preliminary researc 
carried out by Janet MaCjaffey including "Summary of Walu Engudc 
study of households in Kinshasa". 

8. World Bank, April 1987. Staff Appraisal Report. "Zaire Small 
Enterprise Development project" 



ANNEX 5 

THE ADmNISTRa.TIVE ANALYSIS 

- PRIVATE SEC'IDR SUPPORT PRCGRAM -



2 

ANNEX 5 ADMINISTRATIVE ANALYSIS 

5.1 purpose Of Administrative Annex 

This Administrative Annex has three basic purposes: 

o Define the operational, administrative and management 
information and control requirements for successfully 
meeting program goals. 

o Recommend a least cost organization, staffing and systems 
structure which will meet project administrative 

. requ i remen ts • 

o Assess the capabilities of implementing organizations to 
meet project and management objectives: organization, 
human resources, finance and management control systems. 

Annex 5 also describes detailed systems design activities which 
will follow PAAD approval. 

5.2 project OVerview And Operational And Control Requirements 

The Private Sector Support Program is an integrated project of 
financial sector reform and direct assistance to medium and 
srnaller-scale enterprises (r1SEs). The PSSP has been designed to 
achieve two important objectives: 

o Restructure the zairian commercial banking sector and 
enable it to support productive investment by medium and 
smaller-scale enterprises. 

o By assisting MSES, help (1) reverse the decline in 
industrial production and (2) re-establish demand and 
supply linkages between urban and rural areas. 

Four primary organizational entities are directly involved in 
the planning, management and evaluation of the PSSP. 

(1) USAID which has overall responsibility for ensuring that 
approved project objectives are met; all appropriate 
regulatory and administrative controls are designed, 
installed and complied with; participants and 
beneficiaries meet all program requirements and 
contractual commitments; and continuing assessments of 
performance and evaluations of results are made and 
reported. 
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(2) The Government Of Zaire (GOZ) is the official entity with 
whom all project agreements are negotiated and concluded. 
The GOZ has the primary responsibility for ensuring that 
its commitments under the PSSP are met, in particular 
agreed covenants, conditionalities and benchmarks 
established as conditions for the grant. 

(3) participating Commercial And Fiduciary Banks which act as 
intermediary financial institutions in administering 
foreign exchange allocations and loans to qualified 
private sector target borrowers, or which act as fiduciary 
institutions on behalf of USAID in carrying out contracted 
supervision, control and reporting of Counterpart Fund 
accounts. 

(4) Private sector Mediun And Small Sized Borrowers who are 
pre-qualified by participating co~nercial bank lenders in 
terms of financial credibility and ability to qualify 
under specific PSSP commodity import and loan conditions. 

Refer to Exhibit 5.1 of this Annex, Basic Program Objectives and 
participating Organizations which illustrates the relationships 
among these participating organizations. 

The sections which follow describe the management and staffing 
structures and the management information, control and reporting 
systems which have been designed to ensure that these four major 
participatin~ groups interact appropriately and effectively and 
fully meet program objectives, operating policies and procedure, and 
contractual commitments. 

5.3. proposed program Structure, Responsibilities, Authorities And 
Working Relationships 

USAID Zaire has established several basic principles to guide 
the management of the PSSP. 

o Senior USAID ManageDent will directly concern itself with 
continuing high level discussions and policy dialogue with 
the GOZ and donor agencies. 

o participating Commer:ial Banks will be responsible for 
qualifying borrowers, extending credit, opening letters of 
credit, accounting for and collecting loans, and assuming 
credit risks vis a vis private sector MSE borrowers. 

o A PSSP Program Management Unit comprised of USAID's 
trained CIP staff and several PSC specialists will carry 
out day-to-day project responsibilities; supervise, 
coordinate and evaluate the work of the fiduciary bank, 
consulting and auditing groups; make periodic and special 
reports of progress against plan; and recommend changes in 
program content, scope, or management. 
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EXHIBIT 5.1 

BASIC PROGRAM OBJECTIVES AND 
PARTICIPATION ORGANIZATIONS . 

- PRIVATE SECTOR SUPPORT PROGRAM -

USAID 
PRIVATE SECTOR 

SUPPORT 
PROGRAM 

POLICY 

COORDINATION 

DONOR AGE~CIES 

FINANCIAL SECTOR POLICY REFORM FX/LOCAL CURRENCY CREDIT 

I IMPRO~:!D I},TVESTMENT CLU1ATE ACCESS TO CREDI: 

PRIVATE SECTOR ~SE 

COMMERCIAL BANK ~\~ 

FIDUCIARY I~STITtTION 
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Exhibit 5.2, program Structure and Relationships, illustrates 

these relationships. The sections which follow summarize the roles 
of the principal participants in the PSSP's on-going management 
process. 

(l) USAID Zaire 

USAID policy discussions with GOZ and donor agencies will 
continue to be directly managed by the Mission's senior executives. 
Responsibility for overall project implementation will rest with the 
Project Design and Operations Office (PDQ), which also has 
responsibility for current eI? projects. The Mission's progran 
Economist will work closely with PDQ in monitoring the financial 
sector reform elements of the project. 

A Program Management Unit comprised of a Program Manager, 
Progran Economist, Financial Sector Economist and eCJrnnodity Import 
Manager will be created to carry out the on-going implementation, 
operational, and evaluation workloads which are associated with such 
a project. There are a number of considerations justifying the need 
for such a project management capability: 

o The Mission's current workloads apart from the PSSP. 

o Tne size and importance of the PSSP which is the 
centerpiece of the Mission's private sector strategy. 

o The need for careful monitoring of GOZ performance in 
undertaking agreed regulatory reforms, and for 
carrying out studies measuring the impact of these 
reforms. 

o An existing trained eIP staff with well established 
connections with the Bank of Zaire, commercial banks, 
pri vate sector 11SEs. This existing group has the 
capability to aC1ieve rapid start up and ensure that 
commodity imports and financing procedures comply 
with AID Regulation 1. 

o The need to manage the contractors charged with 
implementing the foreign exchange, lending, policy 
surveys, and monitoring activities. 

Exhibi t 5.3, progra-:l t1anagement Structure, summari zes the 
staffing of the program Manage~nt Unit (PMU) and the major 
responsibilities of the fiducia~y bank, local consulting-audit firm, 
and special consultants. position descriptions and qualifications 
for each of the four positions proposed for the PSSP Management Unit 
are also included. 



I 

G 0 Z 

BANK 
OF 

ZAIRE 

FIDUCIARY 
BANK 

6 

EXHIBIT 5.2 

PROG~ STRUCTURE AND RELATIONSHIPS 

- PRIVATE SECTOR SUPPORT PROGRAM -

POLICY USA I D POLICY 

DIALOGUE COORDINATIO~ 

OPERATIONAL 

LIAISON 

I 

SPECIAL 
Sn1)Y 

CO~SULTANTS 

PRIVATE SECTOR 
SUPPORT PROGRAM 

PROJECT M&~AGEMENT 
(USAID) 

PARTICIPATING 
COMMERC:AL 

BANKS 

PRIVATE SECTOR 
MSE 

BORROWERS 

DONOR 
AGD1CIES 

I 

CONSl"LTING 
FIRN/ AllHTOR 
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(2) Fiduciary Bank 

USAID currently is working with a private commercial bank 
as fiduciary for the counterpart Funds generated by CIPs and PL480 
private commercial import programs. counterpart Fund contributions 
are made directly by importers' banks to the bank holding the core 
counterpart Fund account (cu~rently citibank/Zaire). Several 
contributions, spread out over many months in some cases, are made 
for ea~1 import transaction. USAID is now phasing in a program of 
charging importers interest on payments terms, which will be added 
to Counterpart Fund contributions. The Mission is also pursuing 
maximum interest earnings on any balances remaining in Counterpart 
Fund accounts. Thus, bank management of counterpart Fund accounts 
is satisfactory and is becoming increasingly sophisticated. 

The tasks of the Fiduciary Bank under the Private Sector 
Support prograD will build on and expand those already performed by 
the banks holding the Counterpart Funds, including more detailed 
reporting of all CPF, collections of payments and domiciling of bank 
guarantees. commercial banks in Zaire have been examined regarding 
the tasks of the fiduciary bank as discussed above, and there appear 
to be potential candidates who are both capable and interested in 
this role. 

(3) Consulting Firm and Auditor 

A key to the impact of the program in the medium to long 
term will be the continuing development of information about the 
financial and MSE sectors. Tnis will be aCLDmplished throughout the 
program by the use of a private management consultant or auditing 
firm. The consultant will identify achievements, progress, 
shortcomings, and problems in both these sectors relating 
potentially to their particular institutional characteristics, the 
macroeconomic environment, or the governmental regulatory 
envi ronment. 

To achieve the insight into local business institutions, 
the Mission requires the availability of a management consultant or 
auditing firm that combines the characteristics of working to 
international quality standards and of intimate knowledge of the 
environment, language, and practice of business in zaire today. 

Several such firms exist in Zaire - two American and one 
Belgian - among them at least three affiliates of international 
accounting fi~ and one or more Zairian firms. Three of these 
firms have worked under contract for USAID in various capacities, 
two in the preparation of USAID's private sector activities. 

(4) Special Study Consultants 

Provision will be made for the use of consultants retained 
for short term consulting assignments requiring specialized 
expertise. These consulting studies will include specific and 
general impact surveys, informal private sector lending mechanisms, 

~. , " ... . . 
" 

,,~ .' ~ • 4', •. 
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FIDl:CIARY BANK 

• St;!'ERVISE DOLLAR A}""D 
LOCAL Ct'RRE~:C'-: 

DISBVRSEm::TS 

• CONTROL LOCAL CURRENCY 
PAY!1ENTS TO COUNTERPART 
Fu~m 

• DO!tICILE BANK GUARANTIES 
FOR LOCAL CL~NCY PAYMENTS 

• PROVIDE DETAILED MONITORING" 
REPORTS ON CPF ACCOUNTS 
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EXHIBIT 5.3. 

PROGRAM MANAGEMENT STRUCTURE 
--, 

- PRIVATE SECTOR SUPPORT PROG~~ -

. 

USAID 

DIVISION CHIEF 
PDO 

PRIVATE' SECTOR 
SUPPORT PROGRAH 

~~AGEMENT UNIT (USAID) 

· PROGRAM MANAGER 

· FINANCIAL SECTOR 
ECONOMIST (GOZ) 

• PROGRAM ECONOMIST 
• CIP UNIT 

SPECIAL STUDY 
CONSULTANTS 

• CONDUCT SPECIALIZED 
SURVEYS t EVALUATIONS 
AIID IMPACT STT..1HES 

• PROVIDE SPECIAL lAZED 
CONSULTANTS FOR 
SOCIAL-CULTURAL 
ANALYSES, IN PARTICULAR 
\WMEN IN DEVELOPMENT t 

INFORMAL LENDING AND 
MICRO BORROWER SEGNENT 

BEST AVAILABLE DOCUMENT 

I 

CONSULTING ?IR!'! 
AND AUDITOR 

· !-!ONITOR ACHIET:2'!E~~TS, 
PROGRESS, A1~ ?ROBL~S 

OF COMMERCIAL 3Al;K 
LEND DiG TO S!'!Es 

• CONDUCT SURVr.-S ON 
BORROweRS CAP.~CITY 

UTILIZATION 

• AUDI~ COMMERC:A1 ~~D 
FIDUCIARY BA1~ LENDING, 
ACCOUNTING A1"D REPORTI~G 
ACHVITIES 

I) ~)' I 
c./ '- I 
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micro segment lending research, socio-cultural benefits analyses, 
and women in development issues and impacts. The PSSP program 
Manager will be responsible for the development of appropriate work 
scope statements and budget estimates, and for the direct 
supervision and coordination of the consultant's work. 

(5) Participating Commercial Banks 

Zaire has an efficient and profitable banking system 
which, despite GOZ shareholding in some banks, operates under 

• pri vate managel:1ent. Foreign control of banks is not felt in 
day-to-day management, although some of the smaller banks are 
essentially affiliates of multinational banks (e.g., Citibank Zaire). 

Banks are free to develop their awn services and 
portfolios within overall credit ceilings, although a quota for 
credit to the agricultural sector, broadly defined, has been imposed 
recently. 'Ihere is no official control on interest rates or fees, 
and the GOZ does not impose clients on banks. 

'Ihe Mission has held discussions (with eight commercial 
banks in Zaire) regarding the proposed project. All the banks 
contacted expressed substantial inlerest in participating in the 
project. 'Ihe aspects of the ?rogram which banks found attractive 
were the following: 

o Availability of foreign exchange and fees from 
opening L/Cs. 

o possibility of allowing importers to import goods 
from countries other than to the u.s. 

o Absence of exchange risks either for the borrower or 
the bank. 

o Exclusion of PSSP local curren~j lending from credit 
ceilings. 

o Management of the funding program within the 
commercial banking system and not through the central 
Bank • 

Banks are willing to take full credit risks as long as 
i they are allowed to select their awn customers and utilize their own 

credit guidelines. 'Ihey are prepared, however, to work with 
companies which fall within the MSE guidelines established by USAID. 

Banks have also been encouraged by the Bank of Zaire's 
decisions to eliminate the requirement for case-by-case Bank of 
Zaire approval of agricultural loans and medium or long term loans; 
and to deregulate interest ceilings and allow the banks to charge 
market rates. 

/} I) Xl 
/) -?,-/ ' 
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In conclusion, the zairian banking sector is 
institutionally fully capable of fulfilling the role of lending 
institutions under this project. The challenge facing the project 
is to contribute to macro-econornic, regulatory, and institutional 
changes that will permit the banking sector to intermediate more 

. domestic financial resources for the benefit of the Zairian private 
sector at the end of the project. 

5.4 The Role Of Financial Intermediaries In The private Sector 
Support Program 

This section reviews the role of the financial intermediaries -
oommer~ial banks and contracted fiduciary institution - in the PSSP. 

(1) Foreign Exchange Transactions 

Local commercial banks participating in the PSSP will 
offer letter of credit facilities to eligible private sector 
importers using the same mechanism employed in AID's existing 
Commodi:y Import programs. commodities will be financed according 
to AID Regulation 1. Disbursements to foreign suppliers and 
repayment to the foreign disbursing bank will employ the normal U.S. 
Letters of Commitment and commercial bank do~ntary letters of 
credi t. 

The PSSP will also provide local currency loans to 
importers by offering short to medium repayment terms. The 
importer's local bank will guarantee such loans, set lending terms 
and conditions, assume credit risks, be responsible for collections 
of principal and interest, and make all remittances to the 
counterpart Fund under agreement with USAID via a local fiduciary 
bank. 

No local currency will be advanced, however, by the 
Counter~art Fund or by the bank for imports. ~rough this mec~anis~ 
dollars will be utilized to cover foreign exchange requirements and 
local currencies will be advanced to the borrowers only to cover 
associated local costs or to allow purchase of locally available raw 
materials, spare parts, and equipment. 

The program will place no constraints on lending 
conditions between the bank and the borrower as to the collateral, 
fees, or repayment terms. Since the letter of credit transaction is 
fully funded by an inflow of foreign exchange provided under terms 
of the project agreement, the central bank has agreed that the 
overall lending ceiling and the individual ceiling for the 
participating bank will not be affected. In any case, IMP has 
agreed to take the PSSP lending program into account when 
establishing the new credit ceilings for Zaire. Repayments will be 
independent of the foreign exchange rate, so that the bank and the 
borrower will bear no foreign exchange risk. 
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(2) Approval And Disbursement Mechanisms 

Exhibit 5.4 which follows, Document and Finance Flows, 
illustrates the roles of the local commercial banks and the U.S. 
disbursing bank in opening, confirming and advising letters of 
credit and in paying suppliers; and of the local commercial and 
fiduciary bank in controlling CPF repayments. Exhibit 5.S commodity 
Imports - Documents Flows, portrays the foreign exchange import 
approval and currency flow process. 

Exhibit 5.6, Local CUrrency credit and payment Flows, 
illustrates the local currenCj lending process. See Annex 7, 
Implementation Procedures for ?rivate Sector Financing. 

5.5 The Role Of The Fiduciary Bank 

(1) ReSponsibilities _,f'. 

Under the CIP approach, t~e Fiduciary Bank has the following 
responsibilities: 

o Monitor and oollect from participating banks the 
oounterpart fund and interest payments due under different 
letter of credit and Direct Letters of commitment issued 
by USAID. 

o Issue monthly reports clearly detailing, per bank and per 
sector of acti vi ties, all outstanding L/CS and DL/CO[1s, 
aging of the past due payments and related interest, and 
commodities/products being financed. 

o Receive letler of credit transaction doc~ents from the 
participating banks and information as to USAl~ issued 
DL/COMs (without the identification of the borrower) 
setting fort~ the de:ails, the pertinent transaction 
nu~r and borrowers acoount number. 

o Receive all pai~ents of principal and interest to the 
oounterpart fund acoount from participating banks. 

o Recommend to USAID and to the GQZ Department of Plan 
jointly when it is indicated that th~ guarantee of a 
participating bank should be called in to cover the 
failure of an importer to repay the CPF. 

(2) Under the local currencj lending program, the Fiduciary Bank 
has the following responsibilities: 

o Transfer CPF local c.urren(."'j to the participating bank 
within one working day of receipt of the request to oover 
approved loans. 
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o Monitor the counterpart fund payments due under local 

currency lending. 

o Receive transaction documents from the participating banks 
(without the identification of the borrower) setting forth 
the details of the loans, guarantees of promissory notes, 
and pertinent transaction numbers. 

*Not including the grace period. 



EXHIBIT 5.4 

DOCUMENT AND FINANCE FLOWS 

- PRIVATE SECTOR SUPPORT PROGRAM -

IMPORT LIC LETTER OF .. COMMITMENT .. 
LOCAL DOCUMENTS ~ -PARTICIPATING BANKS AND DOLLAR AID/w - REIMBURSEMENTS 

4~ 

• DOSSn !R, AND REQUEST FOR 
FINANe ING 

• LC o CUFIEN'l'S U.S. COMMERCIAL 
FOR CUSTOM BANKS 
CLEJ RANCE 

• LOCAL ( URRENCY 
REPAYM NTS 

.,~ 

CONFIRMS, ADVISES --. 
PRIVATE SECTOR • 

BORRot-1ERS NEGOTIATES 

~_ROVIDE DOCUMENT OVERSEAS 
SUPPLIER 

AND DRAFT ON 
IMPORTER 

t UNnERJ.YTNC: CONTRACT TO fiUY AND DELIVER c:nODS ANn SEHVIC:ES . .--1 



ZAIRIAN 
THPORTERI -BORROI-lER ""t" 

• REQUESTS USAID 
PUBLICATION OF 
r.OHHODITY RE-
QIITREHENT 

• CONTRACTS WITH 
FORETGN SUPPLIER 

• PRESENTS IMPORT 
nOSSTER AND 
REQUEST TO 
PARTICIPATING BANK 

• PRESENTS Llc AND 
LOAN APPLICATION 
TO PARTICIPATING 
BANK 

EXHIBIT 5.5 

cmn·lonITY IHPORTS - nOCUHENTS FLOWS 

- PRIVATE SECTOR SUPPORT PROGRAM -

I.OCAL U.S. 

- PARTTCTPATTNC; 
T COHMERCTAT. o~ - COHMERCT AI. BANK ~ _ .... ... -.,. ["'II ...,. 

BANK 

· APPROVES CREDIT- · r.ONFTRHS LETTER 
HORTHINESS OF OF CREDIT 
APPLICANT 

• SEEKS APPROPRIATE · NEGOTT ATES Llc 
USATO APPROVAL 

• PAYS SUPPLIER 
• OPENS IMPORT 

LETTER OF CREnTT • FORt~ARnS EXPORTER 
nOCUHENTS TO LOCAl. 

• BOOKS LOAN UPON PARTICIPATING BANK 
RECEIPT OF SlITPPING 
DOCUMENTS 

. -ST ""VAllAS' r r·, .... :. 0';:' 1'\ LC uv\..·Un, ..... : .. 

USAID/GOZ 

• APPROVES OPENING 
AHENnHENT AND EX 
OF ALL LICs 

• REVTEI~S APPLICAT 
PRnGHAM CONFORMI 

• PUBLISHES ANNOUN 
COMMODITY AND IN 
IMPORTERS IN AID 
INFORMATION BULL 

• MAKES FINAL APPR 
AUTHORIZATIONS 

AID/t~ 

ISSUES LETIER OF 
COHHITHENT 

, 
TENSION 

ION FOR 
TY 

CEMENT FOR 
TERESTED 

PROCUREMENT 
ETIN 

OVALS AND 

• REHIBURSES U. S. BANK 



ZAIRIAN 
BORRnh'ER 

• PREPARES LOCAL 
CURRENCY LOAN REQUEST 

EXIITBIT 5.6 

LOCAL CURRENCY CREDTI AND AMENDMENT FLOl-lS 

PRIVATE SECTOR SUPPORT PROGRAM -

LOCAL 
PARTICIPATING 

COHHERCIAL 
BANK 

• REVIEHS AND APPROVES LOCAL 
CURREtiCY LOAN REQUEST 
AGA1NST AGREED CRITERIA 
ESTABLISIIF.D BY USAID 

• GRANTS LOAN AND RF.ARS 
CREIHT H rSK 

• COLLECTS FEES, INTEREST 
AND PR1NCIPAL FROH HORROHER 

• REHITS TO FIDUCIARY RANK 
PRINCIPAL AND INTEREST AS 
PER AGREEHENTS 

LOCAL 
FIDUCIARY 

BANK 
. 

• HANAGES, SCREENS, ACCOUNTS 
FOR AND AUDITS CPF PER 
AGREENENTS lnTH USAID 

• HANDLES ALL LOCAL CURRENCY 
RELATIONSHIPS WITH LOCAL 
COHNERCIAL BANKS ON BEHALF 
OF USAID 

LOCAL 
CURRENCY COUNTERPART 

F1IND 

• SERVES AS OFFICIAL 
REPOSITORY AND MASTER 
ACCOUNT FOR ALL PROJECT 
LOCAL CURRENCY FUNDS 

• SEEKS APPROVAL AND AUTHORIZES 
ALL WITH DRAl.JALS, DEPOSITS AND 
REPAYNENTS TO CPF 

• COLLECTS PRINCIPAL/INTEREST FROM 
PARTICIPATING BANKS AND REMITS TO CPF 

• DOHICILES ALL BANK GUARANTEES 
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o Receive all payments of principal and interest to the 
counterpart fund account from the participating banks. 

o Collect due loans on maturity from participating banks and 
credit the CPF with the loan proceeds. 

o Issue monthly reports clearly detailing, per bank and per 
sector of activities: outstanding loans (grouped by 
maturity), aging of the past due loans, and types of 
products being financed. 

(3) Reporting 

The Fiduciary Bank is required to maintain adequate records and 
issue reports to USAID as covered in Implementation Procedures 
for Private Sector Financing, 7.6(2) below. All reports will 
show the transaction number and borrower's account number (of 
the participating bank). 

(4) R~uneration 

The Fiduciary Bank will be remunerated under a fixed fee dollar 
denominated contract to be paid in dollars and counterpart 
funds. 

(5) Eligibility 

To act as a Fiduciary Bank, a bank would have to meet the 
following criteria: 

a Be a private commercial bank operating in Zaire. 

a Be willing to submit to and be capable of having satisfied 
AID's accountability requirements for the previous three 
years and for the duration of the project. 

a Show evidence of efficient reporting and bookkeeping 
capabilities that can track and closely monitor the status 
of payment to the CPF for L/Cs and DL/CO~~ opened under 
the CIP, and for local curren~j loans approved under the 
LCLP. 

o Accept that while the Fiduciary Bank will be permitted to 
participate in opening letters of credit under the CIP, it 
must keep records to clearly distinguish its commercial 
bank activity from that of the Fiduciary Bank. 

5.7 Management Information And control Systems 

Detailed analysis of dollar and zaire disbursements, document 
flows, approvals, and monitoring and control procedures for the CIP 
and local currency loan program are described in their actual 
sequence in Annex 7, rmplemenation Procedures for Private Sector 
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Financing. Below are summaries of the major monitoring and 
reporting activities for the CIP and LCLP by each participating 
organization: 

Part I: providing Access TO Foreign Exchange: 

(1) By participating bank: The participating bank receives all 
requests from importers for foreign exchange. It reviews for 
conformance with USAID and GOZ policy and procedures to include the 
selection of the supplier. The participating bank then requests 
USAID/GOZ approval of each transaction. It draws up the promissory 
note to cover repayments to the CPF by the importer, agrees with the 
i~porter on collateral, sets the repayment periods, and makes 
collection of CPF from the importer. 

o By USAID:-

prior to shipment of commodities: USAID reviews and 
jointly approves the transaction with the 
GOZ/nepartment of Plan. It approves the letter of 
credit prior to issuance, or issues a direct letter 
of commitment (if such is employed) after verifying 
that the import license has been validated. USAID 
establishes and maintains control over payment of CPF 
as required by each underlying promissory note, 
and/or corresponding credit to the CPF accou,1t at the 
Fiduciary Bank. Lastly, it evaluates the progress of 
the U.S. Bank handling letters of credit. 

SUbsequent to Shipment: USAID follows up with the 
participating bank to confirm that shipping documnts 
have been negotiated with the importer. It uses the 
suspense file established when the supplier provided 
USAID with information copies of all shipping 
documentation. USAID then follows up with a 
receiving report to the importer and requests the 
local auditing firm to perform end-use checks to 
verify the actual receipt and utilization of 
commodities in terms of the original transaction 
approval. USAID continues to maintain control over 
the importer's payment of the CPF to the 
participating bank for the life of each promissary 
note, and the transfer of funds to the CPFaccount at 
the Fiduciary Bank. USAID reviews the status of 
deliquent accounts to include recommending the 
calling in of bank guarantees when the situation 
warrants. USAID receives periodic reports from the 
Fiduciary Bank and auditing firm, analyzes them and 
takes appropriate action. 
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o By the Fiduciary Bank: The Fiduciary Bank establishes 
transaction controls upon receiving transaction summar.y 
documents from the participating bank and USAID. The 
Fiduciary Bank holds the Promissory Note endorsed by the 
participating bank and automatically debits the letter on 
maturity through the Central Bank's clearing system. The 
maintenance of constant status control on all repayments 
due is thus a major control responsible of the Fiduciary 
Bank. 

o By the u.s. Bank: Where letters of credit are involved, 
the u.s. Bank is required to report monthly on the status 
of draw-down of AID funds and of payments against letters 
of credit. This report causes the u.s. bank to maintain 
up to date records covering each letter of credit and to 
report funds made available as letters of credit are 
closed out. 

o By the GOZ Department of Plan: The GOZ Department of Plan 
initially exercises control when it jointly approves each 
transaction with the USAID. Subsequently, it may ask for 
information as to the status of the CPF account from 
either USAID or the Fiduciary Bank as required. 

o By the Auditjng Firm: The auditing firm performs end-use 
checks on MSE importer upon the request of USAID, and thus 
controls the eligibility of the imported goods and their 
appropriate end-use, and performs any other functions 
deemed necessary by USAID. 

(2) Reporting 

o By the participating Bank: The participating bank will 
furnish the fiduciary bank the following documents or 
reports: 

Copies of all letters of credit opened and amended, 
deleting the name of the account party. 

Endorsed promissory Notes by the participating bank. 
Transaction status report to the Fiduciary Bank will 
also be furnished to USAID. 

Evidence of all deposits made to cover the foreign 
.. exchange oost of Llcs and DL/cOMs, if any. 

A monthly report showing the status of all 
outstanding Llcs and DL/cOMs. This will include 
transaction number, importer's acoount number and the 
terms of payment and interest charged. In reporting 
Letters of Credit, the pertinent AID~ashington 
Letter of Commitment will be cited. A ropy of the 
report will be furnished to AID. 
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o By the Fiduciary Bank: The Fiduciary Bank is required to 
maintain adequate records and issue the following reports 
to USAID and the participating banks. All reports will 
show the transaction control number. 

Monthly outstanding L/c and DL/COr., Reports: 
Indicates L/CS and DL/COMs per bank, transaction 
number, commodities involved, L/c maturity or DL/COM 
expiration date, the value in dollars and Zaires, and 
pertinent interest rates and exchange rates. The 
report should include a section covering default from 
the borrowers and the value and transaction number of 
each one. 

Monthly Delinquent Loan Re7§rt: Indicates overdue 
payments under LIes and .DL COMs broken down by bank 
and sector of activity, reasons for delihquencj and 
age of overdue payments. Delinquency is required to 
be reported whenever an importer misses a payment and 
regardless of whether or not the bank itself repays 
tile CPF. In all such cases the transaction number 
and number of the importer's account will appear in 
the report. 

A brief quarterly analysis and evaluation of the 
import program, describing presumed reasons for 10' .... 
or high rate of overdue payments under the PSSP 
program, ar.y problems encountered in interacting with 
the parti cipating banks ond any recommendations to 
improve the system. 

Part II. Local CUrrency Lending program 

(1) Monitoring And Control 

o By the partjcipating aank: 

The participating bank receives all requests from 
MSE's to borrow local currency under the PSSP. The 
bank establishes the borrower's eligibility and 
credit risk for the transaction in question, and 
insures that proformas are provided when purchases of 
commodities (and related services) are contemplated, 
or that a procurement plan is provided when the loan 
proceed~ are to be used for an agricultural buying 
program. The bank establishes the promissory note to 
cover. repayments of the loan, agrees with the 
importer on collateral, sets period for repayment and 
makes collection. 

The bank informs the Fiduciary Bank of the 
transaction, endorses the promissory Note, hence 
authorizing the fiduciary bank to debit its account 



(2) Reporting 

20 

on maturity, and requests funds to cover the loan. 
It maintains follow up to insure that the Fiduciary 
Bank acts to release the funds within the stipulated 
one working day from the date of its request. 
Following receipt of the funds, disbursement is made 
either in the form of a check to a supplier to cover 
the goods being purchased, or in the form of a 
deposit to the borrower's account. 

By the Fiduciary Bank: The Fiduciary Bank 
establishes a transaction control file upon receIvIng 
a transaction summary, loan guarantee commitment and 

. request for funds from the participating bank. The 
Fiduciary Bank maintains constant follow-up on the 
repayment schedule established -for the repayment of 
each loan. The Fiduciary Bank holds the 
participating bank's guarantee or endorsed Promissory 
Notes for repayment of each loan. Thus, as in the 
case where foreign exchange is provided, the 
maintenance of constant status control and follow-up 
on 'all payments due to the CPF is a major 
responsibility of the Fiduciary Bank. 

By the GOz/oepartment of Plan: The GOZ/oepartment of 
Plan remains concerned over the use of the 
counterpart funds, the benefits derived and the 
timely repayment of funds that are loaned. TO this 
extent, the GOZ will periodically request status and 
progress information from the Fiduciary Bank. 
Likewise, USAID will bring up matters jointly with 
the GOZ and banks concerned when reported data 
indicate such action is warranted. 

By the Local Auditing Firm: The auditing firm 
performs end-use checks of locally financed goods 
upon the request of USAID. These checks serve to 
verify the eligibility of the goods and the 
appropriateness of their end-use. 

o By the participating Bank: The participating bank will 
supply the fiduciary bank with the following documents and 
reports: : 

Loan Application Files: a copy of each complete loan 
application file after the bank has approved the 
loan. The file will include the borrower's request 
for a loan, pro-forma invoices or procurement plans, 
the banker's loan approval and transaction number, 
repayment schedule of principal and interest, copies 
of paid invoices, and receiving reports for goods or 
warehouse receipts for agricultural commodities, and 
endorsed promissory Notes. 
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Monthly Status Report on LCLP Account indicating the 
amount of local currency approved for loans by the 
participating bank, amount received from the 
Fiduciary Bank to cover these loans, and the amount 
actually disbursed on each transaction. The report 
will identify each loan by the transaction number and 
the borrower's account number. 

o By the Fiduciary Bank: The Fiduciary Bank will furnish 
USAID with the following reports: 

Monthly LCLP Escrow Account Statement: Indicates the 
status of the CPF escrow account and related 
activities. Transfers into the escrow account from 
the regular CPF.account will be shown with references 
to the USAID/GOZ authorization. Monthly and overall 
cumulative drawdowns against the LCLP escrow account 
per participating bank will be identified by 
pertinent transaction numbers and the borrowers' 
account numbers. Loan activities will be separated 
for each participating bank. 

Monthly Outstanding Loan Report: Indicates 
outstanding loans per bank and per sector of the 
borrowers' activity and loan tenor, maturity and 
interest rates. Loans will be identified by the 
transaction number and the borrower's account number. 

Monthly Delinquent Loan Report: Indicates overdue 
loans per bank and per sector of activity, reasons 
for delinquency and age of overdue loans. Required 
whenever a borrower misses a payment and regardless 
of whether he bank repays the CPF. Loans will be 
identified as it! the monthly report. 

A Brief Quarterly Analysis/EValuation of the loan 
program, describing the reasons for low or high rate 
of credit utilization under the PSSP program, 
problems encountered in interacting with the 
participating banks, and recommendations to improve 
the system. 
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EXHIBIT 5.3A 

!oPJCR RESrot£IBIUTIES 

1. Prepare long range and year ahead 
plans, bJdgets and s::hedules for 
all ~tivites of the PSSP. 

2. Develop and install accounting 
monitoring and evaluation systems 
for assessing performance against 
plr.m •. 

3. Establish ~rk scopes, issue re
quests for proposals, qualify CXln
sultants, propose contract awards 
and supervise Io.I:)rk of outside re
search, audit and consulting firms 
re~~ined for PSSP studies, researc~, 

au~its and' evaluations. 

4. Prepare perioiic and special re
ports on progress against plan, and 
nake awropriat~ recaTTrenJations. 

5. SUpervise and evaluate the Io.I:)rk of 
the ?inancial Sector D:onanist, 
the ?roqram Economist and the 
PSS? CIP officer. 

6. ~intain close working relation
ships 'Hith keY Qfficials in the 
~, ~he ~rtic1~ting and 
fiouc1arv banks and pnvate s~or 
be:1ef:c1aries. 

7. Rep:x: and be resporls1ole to t.':e 
USAIJ D/PDO executiv~ resporlsible 
for ~lSSlon proJect control. 

8. £nsure that ~ll conditions, agree
ITEnts and contracts between USAID 
and rol, partic~;:Btin:l and fiduciary 
banKS, consultants and auditors 
are ccnplied \Jl.t~ and t.'1at c~ 
liance Wi. th suc~ terms and comi
tions are rep:Jrted with appropriate 
reccmrendations. 

9. Ensure that all PSSP activities are 
carried out in accordance with AID 
and Mission poliCies, procedures 
and approval authorities, and that 
all reporting requirements are 
observed. Con&llt with the D/POO 
on all issues related to approval 
authorities. 

PRIMARY CQALIFIC\TIONS 

1. P~ve t.'1ree to six years experience 
in public and private sector business 
or econanUc development activities, 
Experience in AfriC3 ~ighly desirable 
Experience in AID-related acU'Jities 
desirable. 

2. Derronstrate understanding and experience 
in international trace finance and c0m

mercial bank operations. 

3. Possess an advanced degree or its 
equivalen: in business, econonucs, or 
the social sciences. 

4. Demonstrate successful experience in 
the supervision of ~lti-disciplina~l 
teams, and in the de'.'eloprent and pre
sentation of effecti';e ',..rrit':.en and verbal 
reports. Consulting exper1ence des1ratle, 

5. Possess fluency in 2n?lish ami :I SJ/?J 
level in Frenc~. 

6. Demonstrate an abili:y :0 ga1n the con
ficence and acceotance 0f ?Oii:y ~king 
officials and execu:: ':es :'n ':.he ;JUbliC 
and private sec:ors. 

http:execut'-.es
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~ EJ:QIOlIsr 1. Advise the PSSP Program Mmager CJ'I all 
aspects of the survey, rronitoring and 
evaluation activities of the PMU. 

2. Participate in the research and an
alysis activities of the Financial 
Sector &:onOOlist of the PI11 and 
provide him with appropriate counsel 
Md assistance. 

3. Prepare research plans and budgets. 

PRIMARY <:UALIFICATIOOS 

1. PosseSs an advanced degree in econanics 
anthropology, or related so::ial science 
field in which quantitative analysis is 
an i.ITp)rtant requirerent. 

2. Rave strong analytical and quantitative 
skills, and the ability to pla~, review, 
and advise on researc~ proposals and 
trethOOology in both ::nglish and French 
(RJIS3). 

3. Demonstrate outstanding verbal and written 
4. Head the Mission's Research Committee. presentation skills. 

5. Conduct selected econanic and social 4. Have previous experience in developing 
research studies. country environm(·.~s, preferably in Afric~. 

6. MJnitor and evaluate oo-going pro;Jram 
research sponsored 'r1{ USlUD or in 
collaboration with other . interested 
agencies. 

7. Define and specify research projects, 
draft RFPs, qualify and recc:mrend 
consultants, anr.l supervise ~/or 
participate in research and evalua
tion projects. 

CD+ODI:Y IMroRl' 1. Organize and direct the activities of 1. Have two years of private s~ot' experience. 
__ ~F:!':2___ the PSSP ccrnr0:3ity i.ITp)rt activities. Experience in Africa desirable. An under

standing of USAID fiel~ operat:ons and 
CIP progress ve~/ hel~:ul. 

BEST AVAILABLE DOCUMENT 

Report and re accountable to the ?SSP 
Pr'Jgram Manager. Coosult wi th :'-1e 
Program :1:Inager to ensure :.1at "Ill 
internal proc~Jres are designed :0 
satisfy statutory 
and Mission poli:ies in regard :0 
approval 'lut~orlties. 

2. Establish rmnagerrent infornation re
porting and control svste:s fot' the 
CIP activities and ensure :helt' 
adequacy in meeting all operational, 
control and statutory reporting 
requirerrents. 

3. Review applications and proposals 
em! "reccmrend ~roval for 
utilization of the foreign exchange 

2. !:lerrOnstrate successf'.ll. superVlsory ex
perience and the ability to de'll effecti':ely 
with high lev~l officlals and ~xecutives. 

3. Develop ideas and recanrenc:latlons in 
effective written and verbal presentations. 

4. Possess fluent English and S3/RJ l~l 
French. 

and local currency elerents of the PSSP 5. 
to ensure conformity with all PSSP 

Have a university degree preferably in 
bJsiness, econanics or the SOClal 

sciences. benefiCiary criteria. 

4. Ensure that all actions have been 
taken to ensure accurate and timely 
issuance of commitment letters. 

.j)/ic,r 
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CDMDI'lY IMPORl' 5. Flssist in the establisl'1lll2nt and 
_~FF'ICffi ___ installation of systeros, procedures 

and reporting requirE!llerlts for the 
fiduciary bank selected to rronitor and 
report on the local currency counter
part fund. Evaluate and assess the 
activities of the fiduciary bank and 
ITBke appropriate repJrts and 
r~omrendations. 

6. Maintain continuing operational con
tacts with participating private 
sector ccmrercial banks in Zai re and 
advise and assist them in securing 
PSSP objectives. 

7. Rerrain in contact with U.S. confirming 
and neqotiating bmks to ensure praTPt 
and accurate handling of all trans
actions-referred to them, and expedi
tious payment to authorized exporter
suppliers. 

8. Contact on a continuina basis private 
sector MSE's ;:artici?'lting in the 
PSS? to deterrmne prcqram effective
ness and ifl?ac~. 

9. Establish control SYStems, in 
;:articular appropriate domiciling of 
all avalized IY.)tes .mrl tenk guarantees, 
to ensure ~,at ?'!rtl=i;:ating commer
cial ~nk reoavments are :.ade in 
conformit'l • .... It..': agreerren':S and =00-

tract~al reSDOnsib:l:~ies. 

lO.;·lork clos~l'l '.-ll.t..' mniton~g, 

evaluation, ~Ct and 0t~er consult
irA and resear=:: te3r.G engaaed in 
assessing ?SSt' ~rfornance and ~ecan
mending c~es, eXtenslon or addition 
to private sector suoport progra~ 
activities. 

BEST AVAILABLE DOCUiv~EI~ i 

PRIMARY CQALIF!CATIOOS 

,. '.;,;0''''', 1 f' ... ...... , 

i .': . {:"I Ji... , :! . , .. , f. I J ,·.r 
j \\ 
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rosmON I-1AJOR RES;:QtsrarUTrES 

TITLE 

FINAM:::AL sa:'lOR 1. Act as "!dvisor to the B3nk of Zaire 
_ e:cNJMI~__ 0'1 financial and b3nking systan 

reform, in particular reform targets 
and sche<Ju1es contained in GJZ/UShlD 
PSSP agreerrents. 

2. Establish practical policy reform 
conditionalities and benchmarks and 
recamend qualitative and quantita
tive rreasures of GJZ ~rfomance in 
attaining these benchrrarks. Follow 
progress of the GJZ in rreeting agreed 
conditions ~ benchmarks. Consult 
With and assist GOZ officials as 
directed in cleveloping p:llicy and 
program approac!1es to rreeting agreed 
conditionalities and benchmarks, and 
work closely with them in iJrplernenting 
agreed programs. Prepare reports for 
GOZ and/or USAID us in assessing 
progress, recarrrending next steps, and 
studying new a;::proac!1es to agreed re
form objectives. 

3. Rerrain aware of rrajor rracro econanic 
developnents and programs ~cting 
structural adjustment prograr.s with 
specific reference to the private 
sector and the finance and b3nking 
sector. 

4. Maintain close ~d continuing contacts 
with representatives of the v.orld 
Bank/P.1:', the OOnor camuni ty, the 
U.S. Emoassy and USAIL> on matters 
related to rracro economics, poli~1 

reform, banking sector reform and 
private sector ~velopment. 

5. Concluct 3I1d/or ;:srticicate 3S a team 
memoer on ~esearch surveys and prepare 
re!Xlrts 00 ·3re3.S of interest to ~,e 
PSSP. 

6. Advise and precare background and 
briefing pa~rs fur U~ officials 
engaged in !Xllkl reform diSC'..:ssions 
ancl negotiations wit' the GJZ 3nd the 
donor ccmrunity. 

7. Prepare work scopes, assist in 
qualifying consultants, and direct, 
supervise and/or participate in 
special surveys related to PSSP 
objectives. 

8. Organize and ca'lduct seminars, 
orientation and 
training sessions for GJZ and/or 
USAID personnel O'l'rracro econani.c 
'issues and developrents, progress 
in achieving PSSP obj~ives, and 
results of on-<Jou'lg ?SSP research. 

1. Have a minimlm of fifteen years of exper
ience in international finance and 
b3nking, preferably in both the public 
and private banking sectors. Developing 
country experience essential. Experience 
in Africa highly desirable: v.orld 
Bank/IMF/USAID experience very relevant. 

2. Deronstrate outstar.aing ability to work 
on rrajor national economic issues at hig~ 
levels. Able to present ideas clearly 
in persuasive written and verb3l pre
sentations. 

3. 3e a mature and art::~l2te indiVidual able 
to gain the con£ice~e ~~d acceptance of 
p:llicy level offic:als and executives. 

4. DP.monstrate practiC3l experience and 
current fa'Tlilianty '.;ith structural 
adjustment issues, problems and solutions 
particularly relating to central bank 
finance and banking systems reforms in a 
developing count~1 enVlronrrent. 

5. Possess an advanced degree in econaru.cs 
finance and ~king ')( b.Jslness. 

6. ae fluent in English and French (S41R4). 
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ANNEX 6 

PROPOSED RESEARCH, EVALUATION AND 
IMPACT STUDIES AND 

HUMAN REOOURCES DEVELOPf1ENT 

- PRIVATE SEC'IDR SUPPORT PR<x';RAM -

The purpose of this Annex is to provide activity summaries, 
schedules and budgets for consulting and technical assistance required to 
carry out research, monitoring and impact studies, policy dialogue 
conferences and workshops, and PSSP-related human resources development 
activities. These activities have been designed as integral elements of 
the PSSP over the five-year life of the project. 

The special studies suggested here have four major objectives: 
,. 

o To improve the management, implementation and development of the 
PSSP, specifically the financial/credit compunent and the policy 
reform component; 

o To indicate directions for future projects in private sector 
development including: 
- identifying efficient industries, studying means of increasing 

the value-added sector in zairian industry 
- examining domestic savings mobilization and credit in the 

informal sector as means to understanding smaller MSEs' 
financial needs 

- researching the problems and potential of women as workers 
and business owners in the private sector 

o To monitor impacts of the project on traditional AID target 
groups - the urban and rural poor, women - through surveys of 
participating MSEs and special stJdies on the informal sector and 
women in the private sector; 

o To generate data for the evaluation of the project. 

The project summaries which follow provide the following information on 
each of the proposed activities: 

o Activity Title and PUrpose 

o Fiscal Year Schedule 

o Estimated Person Months 

o Estimated Budget 

Exhibit 6.1 provides a one-page summary of these,activities. The studies 
suggested should be C0nsidered an illustrative list and may not all be 
implemented as they appear here. Their total cost must not exceed the 
$950,000 set aSlde in the PP for studies and monitoring (see Exhibit 6.2 
for disbursement schedule). 

lfiore
Rectangle

lfiore
Rectangle
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EXHIBIT 6.1 

PROPOSED RESEARCH, EVALUATION AND 
IMPACT STUDIES AND HUMAN RESOURCES DEVELOPMENT 

- PRIVATE SEC'IDR SUPPORT PRCX;RAM -

.TITLE 

1 Survey Impact of PSSP on Private 
Sector participants 

2 Design and Install PSSP Management 
and Infonmation control System 

3 SUrvey Infonma1 Sector Savings 
and Credit Activities 

4 Survey Private Sector Business 
Deve1o~ent Opportunities for 
Local Inputs and Export 

5 conduct Economic, Finance and 
Banking Studies 

6 Conduct PSSP Seminars and 
Conferences 

7 Sponsor Human Resources 
Deve1opi1ent l\cti vi ties 

8 Women in the Fonma1 Private Sector 

9 po1i~1 Refonm programs/ 
Donor/Coordination 

10 An~lysis of Potential for Increasing 
Generation of Foreign Exchange 

EST. FY 

1,2,3,4 

1 

1 

2 

1,2,3,4 

2,5 

2,3,4,5 

2 

5 

5 

SU Ix:; ET 

Dollars 

$124,800 

43,857 

21,040 

136,971 

66,900 

227,865 

9,724 

LC $ Equiv. 

118,464 

9,652 

20,747 

78,496 

3,872 

20,747 

6,823 

10,036 

Subtotal 
Total 

631,157 268,837 
899,994 

Studies program contingency 50,000 

TOTAL Studies Budget 949,994 



4 

EXHIBIT 6.2 

IMPLEMENTATION OF RESEARCH, EVALUATION AND 
. IMPACT SI'UDIES, AND HUMAN RESOORCES DEVELOPMENT 1 

FY' 1 2 3 4 5 'roI'AL 
Disburse- $185,000 $245,000 $205,000 $175,000 $140,000 $950,000 
ments 

Study 1 $ 28,200 30,200 32,200 34,200 124,800 
LC 15,653 23,333 32,812 46,666 118,464 

Study 2 $ 43,857 43,857 
LC 

Study 3 $ 21,040 21,040 
LC 9,652 9,652 

. Study 4 $ 
LC 20,747 20,747 

Study 5 $ 38,905 43,538 41,795 12,733 136,971 
LC 23,302 13,672 36,651 4,871 78,496 

Study 6 $ 30,000 36,900 66,900 
LC 1,430 2,442 3,872 

Study 7 $ 50,756 54,557 58,776 63,776 227,865 
LC 

Study 8 $ 
LC 20,747 20,747 

Study 9 $ 9,724 9,724 
LC 6,823 6,823 

Study 10 $ 
LC 10,036 10,036 

Studies Pro. 50,000 
Contingency 
Fund 

TOrAL $180,609 $234,423 $198,015 $157,246 $129,701 $949,994 

l. Refer to Exhibit 2.2, Table I (3) in Section 2. 
LC = Local CUrrency ($ Equivalents) 

/ 

I: ' I I' r· -' 
J 
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PROPOSED RESEARCH, EVALUATION AND IMPACT STUDIES 

AND HUMAN RESOORCES DE.VELOPMENl' 

- PRIVATE SECTOR SUPPORl' PR(X;RAM -

EST. EST. 
TITLE AND PURPOSE IT PERSON 

MONI'HS 

l. Survel ImEact of PSSP on private 1 1 
Sector participants in the Forei9n 2- 1 
Exchange and Local curr~ncl 3 1 
Lending Program 4 1 

An annual assessment of private sector beneficiaries 
under both the foreign exchange and local currency 
components of the PSSP. See Annex 4, Social Soundness 
Anallsis, for sample survey questions. These impact 
studies have several objectives: 

1) Assess changes in the investment climate. 

2) Determine specific improvements resulting 
from foreign exchange and local currency 
loans in private sector investments, 
productivity, cost reduction, capacity 
utilization, financial status, profitability 
of new products, local purchase of goods and 
services, market expansion, employment, etc. 

3) Draw conclusions on program effectiveness and 
make appropriate recommendations. Recommend, 
as appropriate, concept proposals for ne'", 
project designs, or changes in PSSP priorities, 
conditionalities and approach. 

~l Estimated Costs 

BUJX;ET 
DOLLARS 

28,200 
30,200 
32,200 
34,200 

$124,800 
LCl18,464 

243,264 



TITLE AND PURPOSE 

2. Design and Install PSSP 
Management Information and control 
System 

6 

Specifications for the PSSP Management 
Information and control Reporting System have been 

. completed. ,(See Annex 2, Administ::ative Analysis.) 
Detailed system design, installation and trouble shoot
ing will begin in month one of project implementation, 
with installation and debugging carried out during 
months 2 through 4. costs estimated·on basis' of use of 
local consulting firm. 

TOtal Estimated Costs 

3. Mobilization of Domestic Savings and 
Informal Credi t Acti ;.'i ties 

Informal sector savings and credit 
activities are estimated to be large and important 
in both urban and rural areas of Zaire. This 
study will assess possibilities of encouraging or 
working through this sector for providing 
credit or technical assistance to smaller enterprises, 
in which are included most women-owned enterprises. 
The study would employ one expatriate and one local 
consultant to conduct sampling studies in three to four key 
rural and urban areas with a view to gauging impact 
of the informal lending sector and assessing pos3ibilities of 
encouraging expansion of these activities. 
The research will examine issues such as savings 
mechanisms, investment strategies of small 
businesses, access to credit in the informal 
sector, and links between the formal and 
informal sectors and with agriculture, and will 
include a review of the literature on credit unions 
in zaire. 

TOtal Estimated Costs 

EST EST 
IT PERSON 

MJNTHS 

1 2 

1 4 

BUDGET 
DOLLARS 

43,857 

43,857 

21,040 

$21,040 
LC6,952 

27,992 

, \ 
1,\tU 
( ) I ( .' 
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TITLE ANO PURPOSE 

4. SUrvey Opportunities For Encouraging Development 
Of Private Sector Businesses Utilizing Local 
Sources Of t1aterials For Both Local And Export 
Markets 

The objective of this survey is to determine the 
possibilities for development or expansion of local 
private sector organizations utilizing locally produced 
inputs, and to assess the export market potential for 
their products. A pilot sample of existing companies 
or cooperative groups producing products with high 
local content would be selected and examined to 
determine the feasibilitY'of designing specific 
assistance programs. Export potential for these 
products would be assessed. The research findings, if 
positive, would be developed in the form of a pre-PIO 
type proposal. 

Total Estimated costs 

EST. 
FY 

2 

EST. 
PERSON 
OONTHS 

1-2 

BUDGET 
LC 

20,747 

LC20,747 
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TITLE AND PURPOSE . " 

5. Finance and Banking Services 

The PSSP provides for the conduct over the life 
of the program of a series of inter-linked assess
ments and surveys of the national finance and 
banking sector having as a key objective the 
proposal of action recommendation for the banking 
system in providing term credit to private sector 
MSES. These studies would p~oPDse and assess 
possible measures for: 

o Encouraging savers to use and to encourage formal 
bank"savings and deposIt systems. 

o Encouraging inter-bank lending mechanisms. 

o Achieving markec determined exchange and 
interest rates. 

o Encouraging banks to increase local currency 
term lending to MSE'S. 

o Financing an increasing share of the 
national fiscal deficit from local savings 
mobilization. 

o Measuring the ~rnpact of stabilization 
policies and programs on financial sector 
performance. 

Surveys currently under discussion and 
planned are summarized below. It will be the 
responsibility of the PSSP Program Management 
Unit to develop appropriate RFPs and monitor 
consultants contracted for the work. 

, 
/\ i", ~"; 
;' 
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EST. ES'r. 
TI'l'LE AND PURPOSE FY . '. PERSON BUJX;ET 

MONTHS DOLLARS 

1 2 38,905 
5.1 Financial Markets. Evaluate the 

tential for secondary financial 
markets and or erivate sector 
instruments. Recommend possible 
programs to encourage their develoE-
mente 

5.2 SUrvey Central Bank Fip.~ncial Products 2 1 24,706 
for use as open market policy 
instruments. 

5.3 SUrvez Methods And SystemS For Meas~ring And 2 1 18,832 
Evaluating Impact Of Structural Adjustment 
On Banking Sector Growth In Capital Invest-
ment, Local CUrrency Deposits And Private 
Sector MSE Term credit. ----

5.4 Survey Follow-ue, Detailed Design Of Action 3 3 41,795 
Recommendations, And Implementation Technical 
Assi stance. 

5.5. Evaluate And Make Recommendations ~or Direct 
Financial Incentives TO The Banking 

4 1 12,733 

Ind~stry In creating Additional Real 
Growt:-t In Bank capi tal And Local CUr rency 
Bases. 

$136,971 
LC78,496 

Total Estimated Costs 215,467 

lfiore
Rectangle
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TITLE AND PURPOSE 

6. PSSP Seminars And conferences 

A se~inar-conference element has been budgeted 
into the PSSP as a device to obtain seve~al 
objectives: 

o Maintain contacts with, solicit advice from 
and obtain understanding and support of 
public and private sector decision makers 
and program participants. 

o Communicate program objectives and accomplish
ments, 

o Encourage private-public sector dialogue on 
private sector development issues, 

o Feed back the results of the PSSP 
research program and provide a for~~ 
for presentation of new ideas, 

o Utilize the seminars for obtaining public 
awareness of USAID efforts via appropriate 
public relations, illformation, and follow-up 
publication of proceedings. 

'1\0/0 seminars have been planned over the LOP: One 
in year two; the other in year five. 

EST. EST. 
FY PERSOO BUDSET 

2 

5 

MONTHS DOLLARS 

1 

1 

30,000 • 

36,900 

$66,901J 
LC3,872 

TOtal Estimated costs 70,772-



11 

TITLE AND PURPOSE 

7. Human Resources Development 

The ac~ievement of PSSP objectives implies substantial 
and continuing changes in Zaire's central banking, finance 
and commercial banking communities. Key decision makers 
and senior operating executives in the private commercial 
banking sector and the GOZ whose understanding and 

.cooperation are essential to project success will benefit 
from exposure to poli~j and operating structures and 
systems, and dialogue with counterparts in modern free 
enterprise banking environments. 

The PSSP proposes a buy-in to the HRDA program for 
highly selective overseas working and orientation 
tours within the central banking, finance and commercial 
banking sectors. program scope, selection criteria, 
administration and schedules will be developed and 
proposed by the PSS? Program Management Unit during 
year one of the project. Implementation will be 
scheduled over years 2, 3, 4 and 5. Provision has been 
made for twenty orientation tours over the LOP. 

Total Esti~ated Costs 

EST. EST. 
FY PERSOO BUrGE'r 

MONTHS DOLLARS 

2 50,756 
3 54,557 
4 58,776 
5 63,776 

22~/ ,865 
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TITLE AND PURPOSE 

8. Women In The Formal Private Sector 

At this time, women do not playa large 
role in the formal private sector, either 
as workers or owners of businesses. Other 
projects will be assisting women entrepreneurs 
in smaller businesses through ANEZA and BEDEPE. 
Further research on informal sector financial 
institutions will enable the project to 
determine ways to reach the vast majority 
of women-owned businesses with credit and 
technical assistance •. 
This research is designed to evaluate the 
problems and possibilities of women in the formal 
private sector. The study will be funded in local 
currency and employ local consullants working in 
the women and development sector, such as CEFD. 
The research has a threefold Objective: 

o Research the legal and social barriers 
to women's entry into the formal private sector; 

o EValuate women's productivity in business 
and industrial activities through fieldwork 
in participating MSEs; 

o Recommend interventions which will help women 
to work in the private sector. 

The researchers will, in addition, collect case 
histories of women workers and business owners 
in the formal private sector. 

Estimated Total costs 

Esr 
FY 

2 

EST 
PERSOO BUoc.ET 
MON'IHS LC 

2 20,747 

LC20,747 
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TITLE AND PURPOSE 

9. pOlicy Reforms/Donor Coordination 

policy reform programs are often criticized 
for being too demanding and too extensive, and for 
lacking clear priorities. They are also criticized 
for failing to recognize the capacity of host 
governments, national economies, and the people 
to absorb, digest, and respond to policy reform 
programs. This study will examine the absorbtive 
capacity of Zaire for policy reform, donor 
coordination, and the establishment of policy 
reform priorities. 

Estimated Total Costs 

EST EST 
FY PERSON 

MONTHS 

5 1 

BUIX;ET 
DOLLARS 

9,724 

$9,724 
LC6,823 
16,547 
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TITLE AND PURPOSE EST EST 
IT PE~N 

IDNWS 

10. Analysis of Potential For Increasing 
Generation of Foreign Exchange 

In order to relieve chronic foreign exchange 
shortages, Zaire must encourage the development 
of efficient industries that benefit from Zaire's 
comparative advantage in international markets. 
These might be import substitution industries which 
would produce a net savings of foreign exchange or 
export industries generating new sources of foreign 
exchange. Thus, through future investment programs 
Zaire could focus on investment in more efficient, 
profitable industries. This study would therefore do 
the following: . 

5 

o Evaluate the comparative advantages of Zairian 
industry/agriculture/commerce in world markets; 

o Assess government tariffs, taxes, and subsidies 
affecting Zairian industry's international 
competitiveness; 

o Identify efficient, competitive industries or 
emerging industries which might be developed or 
expanded, and inefficient, protected businesses 

3 

which should not receive special government assistance; 

o Recommend policy reform measures to help improve the 
investment climate and Zairian industrial competitiveness; 

o Propose projects/programs to encourage foreign 
investment in targeted sectors/industries and 
to increase Zairian exports/import substitution. 

TOtal Estimated costs 

BUDGET 
LC 

10,036 

LClO,036 
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ANNEX 7 

IMPLEMENTATION PROCEDURES FOR PRIVATE SECTOR FINANCING 

- PRIVATE SEC'roR SUPPORT PROORAM -

7.1. Introduction 

This Annex describes in detail the requirements and procedures 
for both the foreign exchange and local currency lending components 
of the PSSP. 

It discusses first the Commodity Import Program (CIP) Approach 
which forms the basis of the foreign exchange lending program 
(Section 7.2). A table (7.2) and Secti,on 7.2(2) show the 
commodities eligible for importation under the program, and other 
eligibility requirements are set forth in Sections 7.2,(1), (3), 
(5), and (7). Section 7.3 details the procedures to be followed in 
applying for the loans. Payment of loans into the Counterpart Fund 
is discussed in Section 7.4 and the role of USAID is outlined in 
Section 7.5. 

Section 7.7 describes the PSSP Local CUrrency Lending program, 
including eligibility requirements and local currency loan 
disbursement methods. Measures designed to encourage banks to 
disburse funds rapidly and to increase their list of MSE clients are 
discussed. 

Finally, the Annex details procedures related to the local 
currency lending program (LCLP), repayment to the Counterpart Fund 
and the role of USAID. For a detailed discussion of the role of the 
Fiduciary Bank, see Annex 5 (5.6), The Administrative Annex. 

7.2. The Commodity Import Program (CIP) Approach 

The PSSP will make foreign exchange available to private 
importers through local commercial banks. It will use mechanisms 
for disbursing dollars similar to those currently employed in 
USAID's Commodity Import Program (CIP). Transactions will be 
approved according to AID Regulation I. payments to suppliers will 
be done through irrevocable letters of credit or AID Direct Letters 
of Commit.r.lent. 

Local importers will repay the local currency equivalent of the 
value of the imports to the Counterpart FUnd (CPF) account 
calculated at the u.S. dollar buying exchange rate on the day of the 
opening of the letter of credit or AID Direct Letter of Commitment. 
The importer's CPF repayments will be guaranteed by its local 
partiCipating bank. The participating bank will establish repayment 
terms and conditions, aSSUJTIe credit risks, collect local currency 
repayments and interest, and remit local currency to the bank 
designated to maintain and control the Counterpart Fund account, 
hereinafter known as the wFiduciary Bankw. 
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The obligation to the counterpart Fund will not be contingent 
on payment by the borrower to the participating bank. Interest will 
accrue from the day the shipping documents are negotiated. The 
program will put no constraints on lending/or arrangements between 
the bank and the importer as to collateral, fees, or repayment 
terms, except that final repayment will be limited to the periods 
shown in Exhibit 7.1. 

Since the transaction is fully funded by an in-flm·] of foreign 
exchange provided under terms of the program agreement, the central 
bank has agreed that the overall lending ceiling and the individual 
ceiling for the participating bank will not be affected. Repayments 
will be independent of foreign exchange rate, so that the bank and 
the borrower will bear no foreign exchange risk. However, the 
bank's ceiling could be affected should it choose to lend local 
currency to an importer in order to cover CPF repayments. ' 

(1) Eligible Importers 

Eligible importers are medium and small enterprises (MSEs). 
The PSSP has defined medium and ,small enterprises as those firms 
with less than 500 employees and/or total annual sales not exceeding 
the equivalent of roughly $5.0 million. As demonstrated in the 
Coopers and Lybrand studies, there are at least 40-50 such companies 
that fulfill these criteria, are interesteo in the PSSP, and are 
creditworthy at local commercial banks. In addition, roughly 
twenty-five percent of those firms identified by C & L as potential 
recipients have already benefited from previous CIPs. There will be 
no exceptions to the target group of MSEs authorized to participate 
in the PSSP. 

(2) Eligible commodities 

Exhibit 7.2 (Sample Eligibility List of Commodities), contains 
a sample list of suggested items that are to be excluded from PSS? 
financing. As under the previous CIPs, the PSSP will emphasize and 
encourage foreign exchange financing of goods for agricultural, 
agro-industry and transport. It will also consider financing 
reqJirements of general industry and construction firms where their 
ac:ivities support the growth and developnent of Zaire's indigenous 
private sector. 

(3) Source And Origin Of Eligible commodities 

The PSSP will be funded from the Development fund for Africa 
(DFA), which has a blanket Code 935 source/origin authorization. 
The PSSP will however, be implemented as Code 941 project where use 
of foreign exchange is concerned. Such was the authorized code for 
the AEPRP (0121), which proved to be most appropriate for attracting 
a large number of participants and rapidly disbursing the funds. 
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The AEPRP financed equipment and some raw materials from the 
U.s. It also financed a variety of raw materials, equipment, and 
machinery from such countries as Brazil, Bangladesh, and Israel. 
Generally these were imports that were not available in the u.s. In 
any case, companies that participated in the AEPRP were able to 
.purchase everything they sought in either the u.s. or a 941 
country. No waivers were issued to finance EUropean or Japanese 
goods. 

The PSSP expects that nearly all of the foreign exchange will 
be used to finance 941 corrunodi ties. Only in rare cases, perhaps for 
Canadian or EUropean-brand spare parts, will USAID finance 935 
items. For goods to be purchased from 935 countries, USAID will 
require proof that the items are not available in 941 countries or 
that the U.S./94l price is significantly higher than that from the 
935 source. 

Nevertheless, USAID intends to publicize the PSSP as 941 
source/origin project, and encourage local companies to look first 
to the U.S., then to developing countries, for their imports. 

(4) Rapid Disbursement 

Experience with the CIP-AEPRP (660-0121) suggests that 
restriction to code 941 w~ll be a successful approach to effective 
implementation and rapid disbursement, and one that will also 
satisfy the intent of the Continuing Resolution concerning use of 
DFA funds. 

The PSSP is expected to attract enough MSEs for rapid dollar 
disbursement. In effect, the past experience of local banks and 
certain MSEs with the CIPs, and the Zairian business community's 
awareness of US.~D'S CIPs, coupled with the acute foreign exchange 
shortage in Zaire, strongly suggest that PSSP dollars could be 
committed within months vf the project approval. 

As noted, USAID recently achieved such rapid disbursement in 
its CIP-AEPRP which has taken place under similar economic 
conditions. We see that the covenants and CPs of the AEPRP were 
satisfied in April 1987 and USAID began approving transactions in 
June 1987. By January 1988 all $14.8 million for commodities was 
committed. In contrast, under the two earlier CIPs (660-0100 and 
660-0103) it took four and three years respectively to commit and 
disburse the CIP funds, due in part, to the source and origin being 
000 (USA), the then high value of the U.S. dollar and cbanging 
economic conditions. 

(5) Eligible Amounts Per Transaction 

The minimum amount eli~ible per transaction is $10,000. The 
maximum amount eligible is $300,000 for r.aw materials and spare 
parts, and $800,000 for capital investments (e.g. machinery, heavy 

. , j /,' ( 
(/ 

----
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equipment). Each MSE will be limited to one transaction per six 
months. This will enable the greatest number of MSEs to benefit 
from each release of dollar funding. 

(6) Authorized Means For paying Suppliers 

Suppliers are payable: 

o By an irrevocable Letter of Credit issued by one of the 
participating banks (also known as wapproved applicant" 
banks) listed in Section 7.2(7) below, and payable by an 
American Bank. Bank Letters of Commitment (BL/COM) will be 
issued by AID/W to one or more u.s. banks. USAID has had 
particularly good results in CIP 0121 with Riggs National 
Bank (Washington, D.C.) and UBAF Arab American Bank (Net., 
York). These two banks have provided US.~D with 
comprehensive monthly reports on the status of the BL/COMs 
and all letters of credit issued under them. 

o Directly by AID/Washington against Direct Letters of 
commitment issued by USAID/~aire, either to an American 
suppli9r when this the CIP valu~ exceeds us $500,000 (five 
hundred thousand us dollars) or equivalent in another 
eligible currency, or to a supplier from other eligible 
countries for any amount. The method to be applied will be 
indicated in the USAID/GOZ approval document. 

(7) Eligible Banks 

The following approved banks may participate under the PSSP: 

- Citibank (Zaire) S.A.R.L. 
- Union Zairoise de Banques (U.Z/B.) 
- Banque Grindlays International au Zaire (BGIZ) 
- Banque Commerciale Zairoise (B.C.Z.) 
- Barclays Bank, S.Z.A.R.L. 
- Bangue Internationale pour L'Afrique au Zaire (BIAZ) 
- Banque continentale Africaine au Zaire (BACAZ) 

All seven local private banks listed are eligible to 
par:icipate in the PSSP, and all have expressed interest in the 
project. See Annex 2 and The Technical Analysis for a discussion of 
the commercial banking system. 

The two largest banks, Banque cornrnerciale Zairoise (BCZ) and 
Union zairoise de Banques (UZB) are Zairian banks with 
10n0-established ties to major Belgian banks. The other five banks 
are b~anch offices of major American, British and French banks. 
Except for 2 banks, all the private banks have participated in 
USAID's CIPs f0[ the past four years, and are familiar with the CIP 
request, approval and disbursing procedures. 

I) J ~ I ., 
c/ f/:' .I -{ 
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7.3 Procedures 

(1) Solicitation of Quotations 

1. ImPorters must solicit from several suppliers as many 
quotations as possible for the contracts they intend to 
enter into. Solicitations for quotations should be written 
in such a way that the contracted transaction can be paid 
under the PSSP. Any purchase contracts entered into will 
be contingent upon the importers receiving approval for AID 
financing. If contracts are entered into, importers will 
inform suppliers that: 

the suppliers shall comply with AID Regulation 1; and 
payments will be made in accordance,with the 
pr9visions of 7.2(6) above. 

2. Offers from more than one supplier are not required: 

if the importer is purchasing, as the supplier's 
regulariy authorized distributor or dealer, for resale 
or processing, a commodity which, under. the terms of 
distributorship or dealership agreement, the importer 
is precluded from buying from another supplier; or 

if the importer is purchasing for resale a commodity, 
the trademark of which is registered, from a supplier 
who is the sole distributor of this commodity in the 
importer's area. 

The interested importers will submit to USAID/Zaire copies 
of purchase contracts referred to above as well as current 
~vidence of being a distributorship or dealer. 

3. The importers should keep a record of each offer received, 
including: 

the date of receipt; 
the bid price; 
the date the order is placed; 
the reason for having accepted or rejected the offer 
(bid) . 

Records should be.maintained and kept at USAID/Zaire's 
disposal for 2. period of at least 3 (three) years from the 
date the order is placed. The same applies to the 
documents in support of the offers received and to the 
purchase contracts entered into. 

4. The suppliers' offers, performance invoices or other 
documents in lieu thereof, should specify all necessary 
data to help identify: 

j 
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the supplier/seller and the buyer; 

the country of the supplier/seller; 

the nature of the commodities, including the u.s. 
Department of Commerce Sdledule "B" Code. This 
Sdledule is availabie from the above mentioned 
Department and local American Embassies and consulates 
which can provide relevant information to suppliers or 
sellers in eligible countries other than the U.S.; 

the source and origin country of the goods; 

the period of validity of the offer; 

the terms of delivery and payment. 

(2) Approval Of Transactions By The Department Of plan And 
USAID/Zaire 

Upon receipt of offers, the importers. shall: 

1. SUbmit the original of all offers received with a cover 
letter to the participating banks of their choice to 
request financing under this PSSP, indicatin3 in the cover 
letter the information stipulated in 7.3(3) above. 

2. The participating bank will determine whether the 
transaction complies with all instructions of USAID and GOZ 
and, after verification, will send the eligible transaction 
files to USAID/ZAire. 

3. .~ter verification, USAID/ZAIRE and the Department of plan 
will approve the transaction. Each approval document will 
be given a transaction number by USAID to b~ quoted in 
every related correspondence or document including CPF 
repayments. The original approval is sent to the bank and 
a copy to the importer. 

4. Upon receipt of the approval document, the importer 
initiates the import transaction. 

5. USAID/Zaire and the Department of Plan will notify the 
participating bank of any disapproval. 

6. Importers will be made aware by the GOZ that any 
interpretation of the above procedures resulting from 
discussions between importers and USAID/zaire staff can 
only be considered as a formal commitment when the 
participating bank has received in writing the joint 
confirmation of USAID/zaire and the Department of plan. 

~ / /~ ,~·-I.,.· 
<;... r, ,.. ~ 
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(3) validation Of 'Ihe Import License 

After receiving the approval document and its attachment from 
USAID/Zaire, the participating bank will prepare and validate the 
import license. 

(4) payments To SUppliers 

1. payment 8y Letter Of Credit 

o As indicated in the approval docUQents and upon the 
ilTtpOrters' requests, participants' banks open 
irrevocable Letters of Credit to be confirmed by one 
of the eligible American Banks holding an AID/W Letter 
of Commitment and payable by such bank to the 
supplier. The American banks will accept the Letters 
of Credit relating to the eligible transactions opened 
by the "participating banks" when accompanied by a 
certification that the opening credit has been 
approved by USAID. 

o participating banks should make complete references to 
the following in Letters of Credit: 

the performance invoice or order (serial number + 
date) 
the import license (bank code and serial number) 
the approval document (transaction number) 
the name of the American bank and the bank Letter 
of commitment number mentioned in the approval 
document 
The US Department of Commerce Schedule "8" codes 

o Copies of the Letters of Credit, Import License, 
performance invoices, and a copy of the loan agreement 
where appli cable. Along wi th these documents should 
be sent a copy of the notice of transaction to be sent 
by the participating bank to the Fiduciary Bank. 

o Any amendment or change to a Letter of Credit is 
subject to USAID/Zaire's approval. 

o The payments provided for in the Letters of Credit 
will be made on presentation to the eligible American 
bank of the following documents, as specified in the 
Letters of Credit: 

commercial invoices relating to commodities, 
transport and transport insurance, or documents 
in lieu thereof; 
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transport documentation (bill of lading, airway 
bill, consignment note, etc.) issued "to the 
order of" the participating banks which opened 
the Letter of Credit (and to be notified to the 
importer) ; 

packing list; 

form 11 approved by AID~~ashington. This will be 
required only when the supplier is American as 
was the case for CIP-AEPRP (660-0121) and is due 
to the fact that USAID will have previously 
approved the eligibility of the commodity. 

AID Form 282 (Supplier's certificate); 

statement from the supplier certifying to his 
compliance with AID marking requirements as 
stipulated in AID Regulation I; 

insurance certificate; 

pre-Delivery Inspection Certificate issued at the 
time of loading by the persons or firms 
designated by USAID when the commodities are 
imported from a country other than the U.S.; 

any other document relating to any commodity 
which could be required by USAID/zaire and the 
Department of Plan. 

2. payment By Direct Letters Of commitment 

o Direct Letters of Commitment (DL/Com) will be issued 
by USAID/zaire with the agreement of the Department of 
Plan. The participating bank receives notification of 
this method of payment in the joint approval document 
from USAID/zaire and the Department of Plan. A copy 
of each Direct Letter of Com~itment will be given by 
USAID/zaire to the participating bank concerned as 
well as to the importer. USAID will also notify the 
Fiduciary Bank of the issuance of the DL/CO~1. 

o The Direct Letters of Commi~nt will state that the 
supplier must submit documents for payment to 
AID~ashington (M/SER/OP/CONS/M). The same documents 
will also be sent to USAID/zaire. These documents are 
specified in 7.3(4)1. above. 

Note: When the supplier is a resident of an eligible 
country other than the U.S., AID Form 11 will not be 
required as was the case with CIP-AEPRP (660-0121). 
This is .due to the fact that USAID will have 
previously approved the eligibility of the commodities. 
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0) USAID/Zaire will issue the Direct Letter of commdtment 
upon receipt from the participants bank of the ~)py of 
the validated import license. In addition, the 
participating bank will furnish USAID copies of all 
transmittals to the Fiduciary Bank identifying the 
transaction and depositing funds. 

0) Each Direct Letter of Commitment will stipulate that 
the documents relating to shipment should be made Wto 
the order of w the participating bank having validated 
the import license. 

0) Any amendment or change in the DL/Com is to be made by 
USAID/Zaire. 

7.4 counterpart Fund 

(1) Constitution Of The Counterpart Fund (CPF) 

o The importer shall pay in zaires to the CPF the equivalent 
of foreign currency elF (Cost, Insurance and Freight) value 
of the imported goods. This will be done through the 
importer's participating bank. 

o For imports by Letters of Credit, the equivalent amount 
should be calculated using the u.s. dollar buying rate of 
exchange published by the Bank of Zaire on the date of 
opening of the Letter of Credit. 

o For imports payable under a Direct Letter of commitment, 
the equivalent amount should be calculated using the u.s. 
dollar buying rate of exchange published by the Bank of 
Zaire on the date of validation of the import license. 

o All payments in zaires to the counterpar~ Fund shall be 
made at the same rate of exchange fixed at the opening of 
the letter of credit or the validation of the import 
license. 

o All the amounts shall be paid by each participating bank to 
the Fiduciary Bank on behalf of the Department of 
Plan/Secretariat of Counterpart Funds. 

o The payments shall be made by the importers to the 
Participants banks which have opened Letters of Credit or 
validated the import licenses, and by such banks debiting 
the importer's account. These banks will, in turn, credit 
the amounts to the CPF account at the Fiduciary Bank on 
maturity through clearing. Copies of evidence of debiting 
the importer's bank's account and credit of funds 
(including interest) to the CPF account will be furnished 
to USAID. 

I) '/ Iy 
G. 

-----
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(2) Interest Rates and Banking Fees 

o Based on the kinds of commodities to be financed, and on 
the nature of the importer's business, USAID will establish 
the maximum length of time for the importer to repay the 
CPF account (see Exhibit 7.1, Suggested Repayment 
Schedules). The participating bank will bear the credit 
risk towards the CPF since it must guarantee the importer's 
repayment by the end of the time allowed. The PSSP, by 
varying the maxim~~ repayment time, will be able to offer 
incentives to importers to invest in capital goods. The 
term of the prescribed payment period will be calculated 
from the date the shippin~ documents are negotiated. 

o For example, an MSE that wants to import a large machine as 
a capital investment will be allowed through its bank from 
one to three years (excluding the grace period) to repay 
the local currency equivalent of the foreign exchange. 
Importers bringing in raw materials or spare parts would 
receive up to twelve months credit. Finally, importers 
bringing in any kind of goods, raw materials, equipment, or 
spares for resale would also receive up to twelve months 
credit. 

o At regular consultations with the GOZ, project authcrities 
will set the interest rate on project funds lent to the 
private sector. The rate of interest will at least equal 
the prevailing rate of interest charged by commercial bank3 
for short-term loans and will take into consideration 
projections of future inflation. Interest will accrue 
periodically to the outstanding balance of each loan and 
will be compound interest. The project may offer borrowers 
the option of capitalization of interest in early payments, 
to be reimbursed in later payments, in order to take 
account of the affects of inflation when multiple ~ayment3 
are called for in the loan agreement. Thi3 interest rate 
will remain fixed for all remaining payments. Interest 
charged will be collected by the participating bank from 
the borrower and paid entirely into the CPF account at 
Fiduciary Bank. 

o The PSSP, provider of the foreign exchange, may choose to 
charge a foreign exchange commission which banks normally 
charge their customers at the opening of the letter of 
credit when the foreign exchange is provided by the banks. 

(3) payments To The counterpart Fund 

All payments will be made by the importer to the participating 
bank which will, in turn, forward payment to the Fiduciary Bank for 
deposit in the CPF account. It must be emphasized that the 
participating bank will be strictly held to its guarantee of the 
promissory note executed by the importer for repayment of the C2F. 



12 

1. For commodities Shipped By Sea: 

o Under Letter of Credit: Upon opening of the Letter of 
Credit, the importer may make no minimum payment in 
zaires if the participating bank is willing to 
guarantee the full amount of the subsequent loan. 
Calculation 'of this equivalent amqunt in local 
currency will be based on the U.S. dollar buying rate 
of exchange published by the Bank of zaire on the day 
of the opening of the Letter of Credit. The exchange 
rate so calculated will remain in effect for the life 
of the transaction. 

o Under a Direct Letter of Commitment: In case of 
payment to the supplier by a Direct Letter of 
commitment, the importer may make no minimum payment 
in zaires if the participating bank is willing to 
guarantee the promissory note to be given by the 
importer for the full CPF amount to be repaid. The 
amount of interest to be repaid will be calculated 
using the U.S. doll~r buying rate of exchange 
published by the Bank of Zaire on the date shipping 
documents are negotiated. The exchange rate so 
calculated will remain in effect for the entire 
transaction. At the same time~ the importer will pay 
to the Counterpart Fund the equivalent in local 
currency of CS $125.00 which is to cover private 
courier charge should the Direct Letter of Commitment 
be sent to a supplier outside the U.S. 

o Endorsement by the participating banks of ocean 
transportation documents is subordinated to the 
issuance of promissory notes referred to herein. 

2 • Fo r COIT.lod it i es 5:'1 i pped By Othe r ~~~ans 

These transactions present control problems since, unlike 
shipments ~adG by sea, there is no workable system for endorsement 
or negotiation of airway bills or land waybills. For example, for 
goods coming by truck from the east there is no means for 
pre-delivery document clearance or negotiation by a bank in 
Kinshasa. Also, air shipments to Kinshasa do not lend themselves to 
airway bill negotiation. consequently: 

o The period of promissory notes must be set according 
to the repayment schedule set by USAID/Zaire in the 
transaction approval document. In these cases, the 
maximum payment terms prescribed in Exhibit 7.1. will 
be applied based on the promised delivery date. 
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o For each payment made by the participating bank to the 
Fiduciary Bank, USAID/Zaire must receive copies of 
payments. 

o At the same time, the importer will pay to the 
counterpart Fund the equivalent in local currency of 
$125.00 to cover private courier charge, if the Direct 
Letter of Commitment is to be sent to a supplier 
outside the U.S. 

3. Promissory Notes 

o The period of promissory notes must be set according 
to the repayment schedule set by USAID/zaire in the 
transaction approval document. 

o For each payment in zaires made by the participant 
bank to the CPF bank, USAID/zaire must receive copies 
of payr.Jents. 

o The participating bank is responsible fot furnishing 
the ?iduciary Bank information as to transaction 
status and issuance of promissory notes it has 
guaranteed. Each promissory note will be identified 
by the transaction number and account number of the 
importer but not the importer's name. 

7.5 USAID Monitoring And control 

(1) participating Bank Reporting TO USAID 

A detailed discussion of the project monitoring and control 
sys:em i3 in~luded in Annex 5, Adminjstrative Analysis, Section 5.7. 

The participating bank will furnish USAID the following: 

o copies of all letters of credit opened and ~nended. 

o copies of importer issued promissory notes for payment to 
the participating bank for the CP? to sho'" interest charged 
and schedules for payments. copies of the transaction 
status report to the Fiduciary BanK will also be furnished 
to USAID. 

o Evidence of all deposits made to cover the foreign exchange 
cost of Llcs and DL/COt1S (if any). 

o A monthly report showing the status of all open LICs and 
DL/cOMs in terms of commodities shipped and payment to the 
CPF. This will include transaction number, importer's 

t'·) ,-- 1;·\ 
~I' ;' .. ' 
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account number and the terms of payment and interest 
charged. In reporting Letters of credit, the pertinent 
AID-Nashington Letter of Corruni tment will be cited. A copy 
of the report will be furnished to the Fiduciary Bank. 

(2) .. Reports By '!he Fiduciary Bank To USAlD. 
(Copies will be furnished to each participating bank.) 

o Monthly OUtstandin Llc and DL/COM Re rts: Indicates L/Cs 
and DL COMs per bank, transactlon number, commodities 
involved, L/C maturity or DL/COt1 expiration date, the value 
in dollars and zaires, and pertinent interest rates and 
exdhange rates. The report should include a section 
covering guarantees called in from participating banks for 
importer default and the value and transaction number of 
eadh one. 

o ~10nthly Delinquent Loan Report: lndi cates overdue payments 
under L/Cs and DL/COMs broken down by bank and sector of 
activity, reasons for delinquen~j and age of overdue 
payments as well as the fact of payment (or non payment) by 
the participating bank in meeting its guarantee 
obligation. Delinquency is required to be reported 
whenever an importer misses a payment and regardless of 
whether or not the bank itself repays the CPF. In all such 
cases the transaction number and number of the importer's 
account will appear in the report. Recommendation for 
calling in the guarantees of participating banks will be 
made in each case of delinquent payments. 

o A Brief Quarterly Analysis and Evaluation of the import 
program, describing presumed reasons for low or high rate 
of overdue payments under the PSSP program, any problems 
encountered in interacting with the participating banks and 
any recommendations to improve the system. 

7.6 '!he PSSP Local Currency Lending Progra~s (LCLP) 

(1) Eligible participants 

The small and medium size enterprises (MSEs) eligible to 
participate in the ClP component will also be eligible to obtain 
local currency financing under the PSSp's Local CUrrency Lending 
program (LCLP). See 7.1(2). The eligible MSEs are those firms with 
no more than 500 employees and/or annual sales of no more than the 
equivalent of $5.0 million dollars. No exceptions will be made. 

(2) Eligible COTnm0dities 

The LCLP will provide local currency financing for locally 
available raw materials, spare parts, equipment, machinery, trucks, 
and heavy equipment. The goods financed may be either imported or 
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locally produced, but must be purchased locally. Thus, MSEs may 
obtain local currency financing to purchase goods imported for 
resale by other firms. Commodity-related services such as the 
installation of equipment locally purchased may also be financed. 

The LCLP will also finance local agricultural buying campaigns 
for commodities such as coffee, tea, palm oil, quinine, corn, 
manioc, and cocoa. 

No local currency from the LCLP may be lent by participating 
banks to borrowers to finance purchase foreign exchange. 

(3) Source/Origin Of commodities 

The source/origin of commodities eligible for the LCLP will be 
AID Geographic Code 935. 'Ihe LCLP may provide financing for locally 
available, or shelf-items, goods that are of Free World source and 

·origin. This includes commodities that are grown, mined, produced, 
manufactured, or processed in Zaire. 

(4) Eligible Amount Per Transaction 

The minimum transaction to be authorized will be no less than 
the equivalent of $5,000. 'Ihe maximum amount for a transaction will 
be determined by USAID and the GOZ depending on the market potentia~ 
for local currency loans. 'Ihe equivalent value in local currenC'j 
will be calculated at the Bank of Zaire's exdhange rate on the day 
the borrower's loan application is approved by the participating 
bank. The equivalent value, once calculated, will remain in force 
for the duration of the loan. 

(5) Interest Rates And Banking Fees 

Under the LCLP the r1S:: borrower will be obliged to repay 
interest on the loan equal to the market interest rate in effect a~ 
the time the loan is approved. The interest will be paid, along 
wi:h the principal, to the CPF account at the Fiduciary Bank. As in 
the CIP component (see 7.11(2)), the LCLP will charge the borrower a 
fee in order to recover, to the maximum extent possible, the real 
value of the money loaned out. The borrower's payment of the 
commercial bank's guarantee and administrative fees will be kept 
separate from principal and interest payments due to the CPF account. 

(6) Eligible Ba.nks 

All of the same private commercial banks listed in 7.1(9) will 
be eligible to participate in the LCLP, except the bank selected to 
act as the Fic'.lciary Bank. This is to avoid a possible ronflict of 
interest between the lending and disbursing/collecting operations in 
the same bank. 
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(7) Local currency Loan Disbursement Methods 

Various possible methods of disbursing counterpart funds under 
the LCLP have been identified. These include: a) a Loan GUarantee 
Method wherein the CPF lends to a private sector borrower through 
its bank, and the bank guarantees the loan repayment to the CPF; b) 
an on-Lending System in which the participating bank borrows the CPF 
and on-lends these funds to the private sector borrower; and c) a 
Reimbursement Program, whereby the participating bank first extends 
the loan to the private sector borrower and then regJests 
reimbursement from the CPF. 

The latter two local currency lending methods have been 
rejected because the participating banks would in effect be 
borrowing from the CPF to relend to the MSE. Su~~ loans would 
automatically be included in the credit ceilings imposed by the 
Central Sank on each participating bank. 

Only under the Loan Guarantee method do CPF loans fall outside 
the participating bank's credit ceiling, as the CPF would lend 
directly to the MSE under the participating bank's guarantee. In 
effect, the bank would merely guarantee the obligation of its 
client. This is called a "signature credit" or contingent 
off-balance sheet liability. As such the bank's credit ceiling is 
not affected. 

In order to avoid local currency lending that falls under their 
credit ceilings, all of thl! eligible banks have requested that the 
Loan Guarantee Method be used for the LCLP. 

As in the dollar financing component, in the LCLP the 
participating bank will select the borrower, assume all credit 
risks, be responsible for collecting principal and interest 
payments, and remitting all payments to the Fiduciary Bank. 

(8) Timing Of Local CUrrency Releases 

USAID and the GOZ's Department of Plan will agree to set aside 
in a separate escrow account at the Fiduciary Bank the amount of CPF 
local currency deemed necessary to operate the LCLP for 
approximately six months. The escrow account will be replenished as 
needed to the extent authorized under the PSSP. Ea~1 additional 
allocation of local currency for the LCLP will be agreed upon 
jointly by USAID and the GOZ. 

(9) Allocations TO participating Banks: 

participating banks will draw on the LCLP escrow account in the 
Fiduciary Bank on a first come, first served basis. 
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7.7 Incentives For participating Banks TO Increase MSE Clients 

The fact that funds will be available on a first come, first 
served basis should be an incentive for participating banks to seek 
to increase their list of MSE clients and credit available to these 
companies. 

7.8 Measures TO Encourage Rapid Lending 

USAID will require participating banks to submit monthly 
reports covering all loan activity under the LCLP. At the same time 
the Fiduciary Bank will publish a monthly report showing on a 
cL.Ir.lJlative basis the arroun: of funds drawn down by each 
participating bank and the number of active MSE loan accounts. The 
Fiduciary Bank will distribute the report to all participating banks 
and to US.~D. Thus, each participating bank will be able to compare 
its len9ing activities to that of the o~her banks. 

7.9 LCLP Procedures 

(1) Request From Private Sector Borrower To A participating Bank 

The private sector borrower will make a request to its 
participating bank for a loan to purchase locally available goods or 
fer an agricultural buying campaign. In the case of financing of 
goods the borrower will submit its loan request to the bank 
accompanied by the pro-forQa invoice(s) for the goods and any 
related services. In the case of agricultural financing the 
borrower will submit a procurement plan with its loan request. 

o For commodities and Related Services The private sector 
borrower seeking to obtain local currency financing to 
purchase commodi ties 'Nill solici t quotations from as many 
suppliers as necessary. Solicitations for quotations 
should be made in such a way as to constitute a finn 
contract that can De financed under the LCLP. For this 
purpose the borrower will inform the supplier that the 
transactions must fulfill the objectives of the LCLP and 
conform to the Ban~ of Zaire Circular governing the LCLP, 
and that the goods must be of Free World Source and Origin. 

o For Agricultural 3uying campaign The private sector 
borrower seeking local currency financing for an 
agricultural buying campaign will develop a procurement 
elan to submit to the participating bank. The plan will 
lnclude the kinds of agricultural commodities to be 
purchased, the es~imated quantity, estimated unit cost and 
total cost, approximate dates of the buying campaign, and 
the location where the commodities will initially be stored. 

;1 • !/~, J V /t. ,I' 
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(2) Verification And Approval Of Loan Applications By The 
participating Bank 

o Upon receipt of a request from an MSE to borrow local 
currency from the LCLF, the participating bank will 
evaluate its client's loan application. The bank will 
review the application to detennine if the transaction and 
commodities comply with the provisions of the pertinent 
Bank of Zaire Circular and the objectives and criteria of 
the LCLP. The bank will also set all loan terms and 
conditions with the borrower. As under the CIP, these 
tenns will be based on the nature of the purchase. 

o After verifying and approving the loan application the 
participating bank will assign a transaction control 
number to the dossier, and remove the cover sheet with the 
name of the borrower. This will maintain the borrower's 
confidentiality, so that the Fiduciary Bank cannot gain 
infonnation about the participating bank's clients. 

(3) Disbursement By The Fiduciary Bank TO partieipating Banks 

o The participating bank wi 1.1 transmit the approved, 
numbered LCLP transaction sheet to the Fiduciary Bank, 
thus requesting release of the approved loan funds. The 
transaction sheet will include the details of the 
borrower's repayment schedule of principal and interest to 
the CPF bank. It will not, however, show the name of the 
borrower. The sheet will also constitute a guarantee of 
all payments by the participating bank to the CPF 
account. Copies of all such documents will be furnished 
to USAID. 

o 'The 'Fiduciary Bank will be required to release the loan 
funds in local curren~l to the participating bank within 
one working day from the time the request is made. Copies 
of such requests for transfer will be furnished to USAID. 
The Fiduciary Bank will debit its LCLP escrow account each 
time a transfer is made and will report such activity to 
USAID on a monthly basis. 

(4) Release Of Loan Funds TO The MSE Borrower 

As soon as the participating bank receives the transfer of 
funds from the Fiduciary Bank, the participating bank will make one 
of the following payments: 

o In the case of commodities and related services, issue a 
check directly to the designated supplier. 
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o In the case of an agricultural buying ~waign, credit the 
borrower's account. 

7.10 Counterpart Fund Account Repa~ents 

The p~ivate sector borrower ~ill pay in local currency to the 
CPF Account the total value of the local currency loan plus 
interest. The payments shall be made to the borrower's 
participating bank which has approved the loan application. ~le 
participating bank will, in turn, credit the CPF account at the 
Fiduciary Bank. The borrower will ensure payment of the principal 
and rerr~ining interest in one of the following ways (see Exhibit 
7.3) • 

o For Short-Tenn Credit (up to 12 months): The borrower will 
sign promissory notes in-favor of the CPF showing the 
amount of principal and the maturity date. These 
promissory notes will be countersigned by the borrower's 
bank as guarantor. On maturity, the borrower's account 
will be debited by the porticipating bank to clear the 
note. The participating bank will, in turn, transfer the 
funda to the CPF account and adjust records to show the 
promissory note as paid. 

o For Mediwn TennCredit up to 3 years: the borrower will 
sign a loan agreement with his b~nk establishing the loan 
amount, interest rate, the required collateral and the 
repayment schedule. The repayment will be the same as for 
short-tenn credit. 

7.11 USAID Monitoring And Control 

A detailed discussion of the project monitoring and control 
system is found in Annex 5, Administrative Analysis, Section 5.7. 

(1) participating Bank Reporting 

The participating bank will supply USAID with: 

o Loan Application Files: a copy of ea~~ complete loan 
applic~tion fjle after the bank has approved the loan. 
The file will include the borrower's request for a loan, 
pro-fonn~ invoices or procurement plans, the banker's loan 
approval and transaction number, repai~nt schedule of 
principal and interest, copies of paid invoices, and 
receiving reports for goods or warehouse receipts for 
agricultural commodities. 

o ~onthly Status Report on LCLP Account: Indicates the 
amount of local currency approved for loans by the 
participating bank, amount received from the Fiduciary 

. I 
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Bank to cover these loans, and the amount actually 
disbursed on each tcansaction. The report will identify 
,1ch loan by the transaction number and the borrower's 
acrount number. 

(2 ) Reporti ng By '!he Fiduci ar:y Bank 

'!he Fiduciary Bank will furnish USAID: 

o Monthly LCLP Escrow Account statement: Indicates the 
status of the CPF escrow account and related activities. 
Transfers into the escrow account from the regular CPF 
acrount will be shown with references to the USAID/GOZ 
authorization. Monthly and overall cumulative drawdowns 
against the LCLP escrow account per particjpating bank 
will be identified by pertinent transactio·,l numbers and 
the borrowers' account numbers. Loan activities will be 
separated for each participating bank. 

o Monthly OUtstanding Loan Report: Indicates outstanding 
loans per bank and per sector of the borrowers' actIvity 
and loan tenor, maturity and interest rates. Loans will 
be identified by the transaction number and the borrower's 
acrount number. 

o Honthly Delinquent Loan Report: Indicates overdue loans 
per bank and per sector of activity, reasons for 
delinquency and age of overdue 10ans. Required whenever a 
borrower misses a payment and regardless of whether the 
bank repays the CPF. Loans will be identified as in the 
monthly report. 

o A Brief Quarterly Analysis/EVafuation of the loan progr~, 
describing the reasons for low or high rate of credit 
utilization under the PSSP program, problems encountered 
in interacting with the participating banks, and 
recommendations to improve the system. 

Detailed procedures And Monitoring control points For Private Sector 
Financing Activities 

1. Foreign Exchange Transaction Approval procedure 

Step 1: MSE requests for FX financing includes proforrnas and 
selection. 

Step 2: participating bank reviews importer's request for 
importer's eligibility as MSE, credit risk, 
rornpliance with USAID/GOZ instructions commodity 
eligibility and end-use. May approve or disapprove. 
If approves, prepares cover letter to USAID 
recommending approval and CPF repayment schedule, 
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Step 3: USAID reviews for importer and commodity eligibility 
and proposed end-use, compliance with all regulations 
and repayment plan. If approves prepares approval 
letter for joint USAID/GOZ signature. sends letter 
and file to GOZ for signature which usually the same 
day. ) 

Step 4: GOZ clears transaction in light of ·,Jverall GOZ 
policy. Co-signs and returns letter and file to 
USAID. (Note: For CIPS 0100, 0103 and 0121 GOZ has 
not disapproved an transaction approved by USAID. 

Step 5: USAID forwards co-signed letter to participating bank 
with infornation copy to importer. Files in 
transaction file. 

Step 6: USAID prepares "Approval Summary Notice" and send to 
Fiduciary 3ank. Importer's name is not shown. 

Step 7: participating bank contacts importer and arranges for 
transaction to be undertaken as approved. 

Step 8: MSE receives information copy of approval letter dnd 
contacts bank if bank has not already contacted him. 

Step 9: Fiduciary Bank, upon receipt of the "Approval Summary 
Notice", sets up control data to monitor the 
repayment to the CPF account as transaction 
progresses. 

Monitoring Control points 

Step 2: participating bank establishes suspense on reply 
from US~D regarding approval (or disapproval) or 
request. 

Step 3: USAID re'liew and approval or disapproval. If 
approved, establishment of suspense on GOZ 
requested action. 

step 4: policy compliance review by GOZ. 

Step 6: "Approval Summary Notice" furnished to Fiduciary 
Bank for establishment of controls on subsequent 
CPF payments by participating bank. 

2. Opening Of Letter Of Credit procedure 

St~p 1: MSE requests Letter of Credit (L/C) to be opened 
based USAID/GOZ approval. 

Step 2: participating bank sends USAJD drafts of LIC and 
import license. 



22 

Step 3: USAID reviews drafts. PUlls copies for control 
file. Approves or disapproves. 

Step 4: Participating bank, after validating import license', 
opens Llc, prepares transaction summary and sends to 
Fiduciary Bank. sends validated import license ,and 
ropy of Llc to importer. 

Step 5: U.s. Bank confirms Llc to supplier. 

Step 6: Supplier proceeds tc delivery goods. 

Step 7: Fiduciary Bank posts transaction control fil~ 
established when transaction was approved.' 

Step 8: SUpplier ships goods, distributes documents and 
claims payment from US bank. 

Step 9: participating bank endorses (negotiates) documents to 
impor:er per agreements and forwards endorsed 
Promissory Note to the Fiduciary Bank. 

Step 10: Importer clears goods through customs using all 
documents received. 

Step 11: After receipt of documents US bank pays supplier. 

step 12: U.s. bank claims reimburse~nt from AID under L/cOM. 

Step 13: AID reimburses U.s. bank. 

step 14: SUpplier submits Receiving Report to USAID. 

Step 15: USAID receives Receiving Report and schedules end-use 
check. 

Step 16: U.s. Bank submits Llc status report to the Fiduciary 
Bank. (Report required by USAID.) 

Step 17: Fiduciary Bank uses report to follow-up on 
participating bank and reconcile records. 

Step 18: participating bank submits monthly report to 
Fiduciary Bank. 

Step 19: Fiduciary Bank analyses report for indicated action. 

Step 20: Fiduciary Bank uses report for reconciliation and 
follow-up 

(' (1 t\ Jb 
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step 21: Fiduciary Bank submits monthly and quarterly reports 
to USAID 

Step 22: Fiduciary Bank analyses report for indicated act.ion. 

Step 23: participating bank uses copy for corrective action or 
reconciliation. 

Monitoring control points 

See steps as follows: 3, 7, 11, 17, 19, 20, 22, and 23. 

3. Issuance Of USAID Direct Letter Of commitment 

Step 1: Importer, upon receipt of copy of approval letter 
advising DL/COM will be issued, requests the 
participating bank to validate the import license. 

Step 2: Bank acts on basis of USAID/GOZ approval letter to 
validate the import license, take any required CPF 
payment. The bank then prepares a "transaction 
sum~ry" to the Fiduciary Bank with all information 
as to the transaction, and schedule of CPF payments. 

Step 3: USAID, upon receiving the "transaction summary" and 
certification of guarantee, issued the DL/COM. The 
original is sent to the supplier and copies to 
importer and bank. 

Step 4: The Fiduciary Bank updates its transaction control 
file for follow-up on CPF repayment. 

Step 5: Supplier ships the goods, bills AID~1 and sends 
shipping documents to the bank (for endorseQent to 
the impor:er) and copies USAID, AID~1 and the 
importer. 

Step 6: AID~N pays the supplier. 

Step 7: Bank negotiates (endorses) the shipping document to 
the importer per agreem~nt. 

Step 8: Fiduciary 3ank updates transaction control file for 
follow-up for receiving report and CPF payment. 

Step 9: Importer clears goods and sends receiving report to 
the participating bank. 

Step 10: Posts receiving report and sets up end-use check. 

Step 11: participating bank submits monthly report to 
Fiduciary 3ank. 

;'} ( 
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step 12: Fiduciary Bank analyses report for indicated action. 

Step 13: Fiduciary Bank uses report for reconciliation and 
follow-up. 

step 14: Fiduciary Bank submits monthly and quarterly reports 
to USAID 

Step 15: USAID analyses report for indicated action. 

Step 16: participating bank uses copy for corrective action or 
reconciliation. 

Monitoring Control Points 

see steps as follows: 3, 4, 8, 10, 12, 13, 15 and 16. 

4. ~ents TO The Counterpart FUnd Account Procedure 

Step 1: Importer authorizes bank to debit his account and 
repay CPF according to agreement. This procedure 
(Step 1-5) repeats for each repayment. 

step 2: on maturity bank debits MSE's account. 

step 3: participating bank deposits the CPF repayment made by 
the MSE to the CPF account at the Fiduciary Bank. 

Step 4: Fiduciary Bank credits payment by the participating 
bank and updates status of repayment against the 
transaction in its status control file. 

step 5: participating bank prepares monthly report to the 
Fiduciary Bank. 

Step 6: Fiduciary Bank receives report, updates control 
records and initiates indicated ac.tion. 

step 7: Fiduciary Bank reviews local bank report and 
reconciles 'iJi th records of transaction st.=:;t'lS. 

step 8: Fiduciary Bank prepares required reports and sul:rni ts 
them to USAID with copy to all participating banks. 
cut off dates can be adjusted to permit reports from 
participating banks tO,be useful as feeder 
information to the Fiduciary Bank. 

step 9: Audit firm reconciles Fiduciary Bank report with 
reports from local banks and holds periodic 
discussions to resolve discrepancies. 

I) ':J,L) 
A rll, 
e 
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step 10: Local bank seeks to trace discrepancies reported by 
Fiduciary Bank. USAID may coordinate. 

step 11: Fiduciary bank reports to GOZ Department of plan as 
required. 

Step 12: GOZ may want to know USAID's position depending on 
report from the Fiduciary Bank. 

Step 13: USAID briefs GOZ as necessary. 

Monitoring control Points 

See steps as fo11oll/s: 2,3,4,6,7,9, la, 11, and 12. 

5. f.Ocal CUrrency Le,nding Program (,LeI-P) Procedure 

Step 1: Borrower submits local currency loan request, 
including quotations for goods or procurement plan 
for agricul:ural buying campaign. 

Step 2: participating bank reviews and approves loan 
request. Determines credit risk. Establishes 
principal and interest payment schedule. Has 
borrower execute Promissory Note which participating 
bank guaran:ees. Returns documents. 

Step 3: Fiduciary Bank receives copies of documents processed 
by participating bank. Establishes transaction 
control file to follow-up on use of proceeds and 
end-use. 

Step 4: par:icipati~g Bank assigns transaction control nunber 
and prepares transaC:('n sheet to be sent to the 
Fiduciary Bank. S;leet iLcludes details of loan, 
purpose anj repaym~nt ~~Iedule and participating 
bank's guanntee of :'::;?dyment. Sheet requests 
release of :und from CPF escrow ac::;ount to cover 
loan. par:icipatintj bank transmits sheet to the 
Fiduciary 3ank with signed infonnation copy to USAID. 

Step 5: Fiduciary Bank processes participating bank's request 
for release of funds within one \o./orking day. 

step 6: ' Fiduciary Bank debi ts CPF escrow account and 
transfers funds to participating bank for stipulated 
use. 

Step 7: Fiduciary bank updates transaction control file 
established in Step 3. 

eJ/'!Y 
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Step 8: participating bank does following with funds received 
from participating bank in Step 6. 
Case A) For commodities and related services, 

issues check directly to supplier and 
debits borrowers account. Informs 
borrower. 

Case B) For agricultural buying campaign, deposits 
funds in borrower's account and notifies 
borrower. 

Note: 'lhe participating bank establishes and 
indebtedness against the borrower's account. 
Repayments are made according to the terms of 
the short or medium-term credit, maturity date 
of promissory Note or terms of the loan 
agreement. 

Step 9: Borrower submits to participating bank evidence of 
proper use of funds such as paid invoices, receiving 
reports for goods or warehouse receipts for 
agricultural commodities. 

Step 10: participating bank reviews documents to verify proper 
utilization of loan funds. Sends copies to USAID. 

Step 11: Fiduciary Bank notes documents, questions 
participating bank when indicated and updates 
transaction control file. 

Step 12: Borrower authorizes repayment of loan from his 
account per agreement. 

Step 13: participating bank debits borrower's account and 
transfers funds to participating bank for CPF 
account. Adjusts records and status report data to 
be submitted to USAID. 

Step 14: Fiduciary Bank credits the CP? escrow account and 
updates control records. 

Note: Steps 12 through 14 will be repeated until loan is 
fully repaid. 

Step 15: participating bank monthly status report of loan 
funds to USAID with information to Fiduciary Bank. 

Step 16: Fiduciary Bank updates transaction control file. As 
indicated, USAID may ask audit firm to review records 
at participating and Fiduciary Banks, aside from 
regular audit. 
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Step 17: Fiduciary Bank reconciles participating bank's report 
with its records. Initiates needed action. 

Step 18: Fiduciary bank submits a monthly report to USAID, 
with infonnation to participating bank, on status of 
the CPF-LCLP escrow account, including monthly and 
clll:lulative draw-downs by participating bank. Thus 
eadl participating bank will see activity of other 
banks. 

Step 19: USAID receives copy of Fiduciary 3ank report, updat.es 
files and initiates any indicated action to include 
asking audit finn for special audit. 

Step 20: participating bank receives copy of Fiduciary Bank 
report and vJi 11 hopefully be motivated when comparing 
its activity with other par~icipating banks. 

Step 21: Fiduciary Bank furnishes to USAID monthly Loan Stacus 
Report with infonnation to each participating ban~. 
Report will be by participating bank and will include 
information as to schedule of repayments for current 
loans, value of closed lOans and loans that are 
overdue. (The Fiduciary bank will separately advise 
USAID of action being taken to call in participa:ing 
banks guarantees for defaul~ed loans.) 

Step 22: USAID will post records, take indicated action, 
including request audit. 

Step 23: participating b-3nk 'Hill seek to reconcile records 
with :iduciary Bank if discrepan~j exists and should 
be rrotivated to improve performance. 

'I ,i I \' 
'~.:'/ (! If' 
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EXhibit 7.1 

suggested CPF Repayment Schedules 

The collateral required at the opening of LIC or validation of 
'import license (for a DL!COM) will be determined by the opening 
banl< • 

The full ~unt of the loan must be covered by a promissory note 
and must be guaranteed by the opening bank. 

The repayment periods shown below for the various categories of 
commodities establish the final date for pai~nt and begin on the 
day the Letter of Credit is opened or the Ir.1pOrt License is 
validated for sea shipments, or the date established by the 
participating bal~ for shipments by other means (air, road, rail) 
(see 7. 2 ( 2 ) ) . 

Type import! Raw materials Small eqpt/~achinery 
spare parts 

Capital Goods for 
plant and opera:ions 
expansion (e.g. 
Eqpt/11c.chinery 
heavy eqpt). 

End use 
of import 

L11pOrter 's 
own use 

Resale 

FUll payment 
within 9 months 

Full payment 
within 9 months 

(unit cost less than 
$40,000) 

FUll payment within 
12 months 

Full payment within 
9 months 

FUll payment wi thin 
36 months not including 
a grace period 

Full payment upon sal l:! 

and nc more than 12 
m::mths 

------------------------------------------------------------------------------! 



Agri cul ture 

- Soybean meal 
- Animal vaccines 

Fertilizer 
- Farm eqpt 
- Palm plantution 

eqpt 
- Irrigation eqpt 
- Animal ranching 

suppl ies, eqpt 
- Seeds 

Excluded goods 
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Exhibit 7.2. 

Sample Eligibility List of Commodities 

Agro-industry 

- Food processing 
eqpt (e.g. coffee 
tea, palm oil) 

- Canning, packing 
eqpt/mach i ne ry 

- Raw materials for 
canning, packing 
(paper, plastic, 
tin p 1 ate, jute) 

- Raw materials for 
processing 
agricultural 
products (e.g. 
caustic soda) 

- Spare parts 
- Marine engines 
- Fishing eqpt. 
- Forestry eqpt 

General 
Industry 

- Eqpt/Machi nery 
- Spa re pa rts 

~!ateri al s 
(textiles, thread, 
yarn, chemicals, 
paper) 

- Computers 
- COI11l1unications 

eqpt 

- Anything related to beer/soft drink industry 
" phannaceutical s 
" pesticides 

Construction 

- Materials 
(rebar, glass, 
plastic, ceramics 
roofing, pipe, 
etc.) 

- Eqpt./Machinery 
- Spare Parts 
- Steel, iron 

- Luxury goods (cosmetics, jewelry, etc.) or finished goods (textiles, shoes, 
appliances, electronics, etc.) 

- Surpl~s/used/rebuilt items 
- Mil ftary goods/Police-law enforcement eqpt 
- Surveillance eqpt 
- Weather modification eqpt. 
- Hospital/Clinic eqpt/supplies 
- Educational goods 
- Restaurant eqpt 

Transport 

- Trucks 
- Spare parts 
- Road 

construction 
maintenance 
eqpt 

- Fuel, oil, 
1 ubri cants 

- Buses 
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Exhibit 7.3 

counterpart Fund Repayments for Local currency Lending 

Type of Local purchase Credi t Tenns 

£ £ £ 

£ 1) Raw ~taterials for trans~ormation £ - Repayment of total £ 

£ into goods for resale £ principal and interest £ 

£ OR £ within 90 days £ 

£ 2) Any purchase £ £ 

£ total value £ £ 

£ less than $20,000 £ £ 

£ £ £ ------------------------------------------------------------------
£ £ £ 

£ 3) Any pu~chase £ - Repayment of total £ 

£ Total value £ principal and interest £ 

£ between $20,000 and $60,000 £ within 180 days £ 

£ OR £ £ 

£ 4) All agricultural buying £ £ 

£ campaign financing £ £ 

£ £ £ 

£ £ £ 

£ 5) Heavy equipment/mac,inery £ - Repayment of total £ 

£ £ principal and interest £ 

£ 

£ 

£ 

£ up to 3 years not including £ 

£ the grace period £ 

£ £ 

,h 
~)ll / 
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8.1 Introduction 

This Annex details the financial flow, budget and cost estimates for the 
PSSP. The first section discusses disbursement of funds and cash flows, 
including a table which summarizes project costs. Methods of financing and 
financial accounting mechanisms are delineated in the following sections. The 
last section provides detailed budget and cost estimates, including project 
management costs, cash flow estimates, credit terms for foreign exchange 
lending, and estimates of local currency availability to the Counterpart Fund 
from the Foreign CUrrency Lending Program. 

8.2 Disbursement Schedule And Financial Flow Estimates 

The PSSP finances a $40 million grant f.rom AID for quick disbursing 
balance of payments support to the GOZ. Approximately $35 million of this 
amount will be utilized over a three year period for specified essential 
private sector imports utilizing credit arranged by participating local 
commercial banks in a Commodity Import Program format. Th~ balance of $5 
million will be employed over a five year LOP for essential project 
management, technical assistance, audit fees, and special project studies and 
evaluations. No dollar funds will be made directly available to, or pass 
through, any GOZ organizations, including the Bank of Zaire. 

The Missiorl plans to obligate $16,000,000 in the second quarter of FY 
1989, $16,000,000 in FY 1990, $7,000,000 in in FY 1991, and $1,000,000 in FY 
1992. In addition, the GOZ will contribute the local currency equivalent of 
$15 million for deposit to the CPF. These local currency contributions will 
come from funds currently being generated by other U.S. financed CIPs and PL 
480 programs. 

The PSSP will generate the local currency equivalent of $35.0 million 
collected by participating commercial banks from repayments of private sector 
businesses qualifying for the dollar foreign exchange commodity import 
program. These recoveries will be paid directly into the Mission's Local 
CUrrency Counterpart Fund (CPF) via a private local fiduciary Bank under 
contract to USAID. 

The local currency counterpart fund generations from the PSSP's dollar 
commodity import program and the GOZ contributions will be jointly programmed 
under normal Mission CPF programming and budgeting policies and procedures. 
Earmarks will be made annually or as required for the PSSP's Local CUrrency 
Lending Program (LCLP) and for incer,~ive programs currently under study for 
encouraging the banking sector to mobilize local currency deposits and expand 
local currency lending to the private sector utilizing its own internally 
generaten resources. 

Renows from local currency loans will return to the general U.S./Zaire 
CPF. Although further CPF contributions to the PSSP may be made in future 
years, reflows are not specifically earmarked for the PSSP. 

See Exhibit 8.1, Summnry 005t Estimate and Financial Plan, which follows 
this page for a summary of the source and application of funds. 



-3-

EXHIBIT 8.1 

SUMMARY COST ESTIMATE AND FlNAOCIAL PLAN 

- PRIVATE SEcroR SUPPORT PROJECT -

($000) 

SOUOCE METHOD USAID GOZ* TOrAL 
OF $ $ 

APPLI C.z\T ION FINAOCING 

1. Call1ODITY IMPORT ($ ) BANK L/COM $35,000 $35,000 
LENDING (Z) DIRECT L/CCX1 

2. LOCAL CURRENCY Bl\NK LOk"J l3,500 13,500 
LENDING 

3. PROJECT ~~AGE~NT DIRECT PAY 3,400 500 3,900 
15 ply PS: PLUS 
LOCAL HIRE STAF~ 

4. TA - POLICY REFOR."'l/ DIRECT PAY 950 500 1,450 
MONlTORlN3/~UDIES 
70 P/H 

5. FlOOCIZ\RY BANK DIRECT PAY 250 500 750 
SERVICES 

6. AUDITS DIRECT PAY 200 200 

7. EVALUATION DIRECT PAY 200 200 

'KJI'AL $40,000 $15,000 $55,000 

* Equivalent in Local Currency 
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8.3 l1ethods Of Financing 

Dollars will be disbursed directly to exporters by U.S. banks selected 
by project management. These banks will be reimbursed by the United States 
Government under Bank Letters of Commitment. Alternatively, Direct Letters of 
Cbmmitment will be issued by USAID directly to suppliers/exporters in 
developing countries (as appropriate). The procedures, approval authorities, 
communication channels and reporting and control mechanisms for establishing 
Letters of Credit and insuring payments to suppliers are currently in place 
and working successfully as part of current Mission eIP programs. Oonsult 
Annex 7, Implementation Procedures for Private Sector Financing for further 
details. 

Personal Services Contracts and institutional AID contracts will be used 
to procure technical assistance and consulting, fiduciary and audit services. 
Normal competitive bidding practices will be followed in qualifying, awarding 
and contracting. 

8.4 Financial Accounting Mechanisms 

Disbursement, recovery and accounting of local currency counterpart 
funds used for local currency lending or bank incentive programs will be based 
on CPP allocations to the PSSP for such activities as authorized by the 
Mission as part of normal CPF budgeting and approval policies and procedures. 
The designated Fiduciary Bank will maintain the Counterpart Fund account. The 
Fiduciary Bank will be responsible for disbursement, collection, accounting 
and reporting for these funds on the basis of USAID policies, procedures and 
approval authorities and under terms of specific contractual agreements 
between the bank and USAID. 

Personal services contracts will be negotiated with individuals selected 
for the PSSP Project Management Unit. The USAID Controller will arrange 
direct payment. Short term technical assistance obtained from institutional 
contractors will be paid in the same manner. 

Contracts for specific services or consulting assignments - impact 
studies, policy surveys, program research and analysis, audits, monitoring, 
evaluation and fiduciary bank services - will be competitively tendered 
against specific work scopes, schedules and performance criteria prepared by 
the PSSP Project Management Unit. Payments will be made as appropriate from 
dollar or local currency funds by the USAID Oontroller against invoices 
approved by the Project Design and Operations Office (POO) and the Controller. 

Exhibit 8.2, Projections Of Expenditures By Fiscal Year, which follows, 
shows forecast expenditures by year and by major expenditure category. 
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EX.:UBIT 8.2 

PROJEcrIONS OF EXPENDITURES BY FISCAL YEAR 

- PRIVATE SECTOR SUPPORT PROJEcr -

TABLE I 

($000) 

EXPENDITURES YR1 YR2 YR3 YR4 YR 5 TOrAL 

USAID --
I. IMPORT FINANCING $14,000 $15,000 $ 6,000 $35,000 
2. PROJEcr MANAGEME:H 600 650 660 740 750 3,400 
3. TECH ASSIsr/srUDIES 185 245 205 175 140 950 
4. FIDlK:IARY BANK 50 50 50 50 50 250 
5. AUDITS 40 40 40 40 40 200 
6. EVALUATIONS 50 75 75 200 

SUB TOTAL USAID $14,875 $16,035 $ 7,030 $ 1,005 $ 1,055 $40,000 

GOZ* 

1. LOCAL CURRENCY LEN~ING $ 1,500 $ 3,000 $ 3,500 $ 4,000 $ 1,500 $13,500 
2. PROJECT MANAGE[1E~ r 100 100 100 100 100 500 
3. TECH ASSIsr/srUDIES 100 100 100 100 100 500 
4. FIDUCIARY BANK 100 100 100 100 100 500 

SUB T01.<\L GOZ $ 1,800 $ 3,300 $ 3,800 $ 4,300 $ 1,800 $15,000 

TarAL PSS? $16,675 $19,335 $10,830 $ 5,305 $ 2,855 $55,000 

*DOLLAR EQUIVALENT 
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8.5 Detailed Budget And Oost Estimates 

This section provides more details and specialized tables on (1) 
estimates of project management costs, (2) cash flow estimates, and (3) 
local currency availability to the Counte~rt Fund. 

(1) Estimates Of Project Management Cbsts 

Project management, technical assistance, fiduciary and audit fees 
and evaluation costs are estimated at $5.0 million over the five year 
LOP. Staffing, work content, and schedules for the conduct of this work 
are described in Annex 5, The Administrative Analysis and Annex 7, 
Implementation Procedures For Private Sector Financing. 

o Project Management 

Project management costs were estimated on the basis of 
organizational structure and staffing levels of the PMU as 
described in Annex 5, Administrative Analysis. The five year 
LOP estimate is $3.4 million most of which will be disbursed 
under terms of individual PSC contracts paid by the USAID 
Oontroller. See Exhibit 8.3 for details of these project 
management costs. 

o Monitoring And Technical Assistance 

Monitoring, technical assistance and impact survey services 
will be contracted on a competitive basis. Budgets were 
forecast on the basis of preliminary estimates of person 
months of services required. Oonsult Annex 6, Proposed 
Research, Evaluation And Impact Studies, for initial study, 
summaries and estimated costs. 

o Fiduciary Bank And Audit Services 

Successful performance of these services require that 
contractors have some physical presence in Zaire. Fiduciary 
bank services will require a local bank with sufficient 
accounting and reporting capabilities. Payments for services 
rendered will be made on the basis of approved invoices 
submitted by the contracting company in accordance with 
contractual arrangements, and paid in local currency and/or 
dollars as appropriate by the USAID Oontroller. 

(2) Cash Flow Estimates 

An estimate of ref lows to the local currency counterpart fund from 
the dollar disbursements was made using the following assumptions. 



Table I 

Computers 

Office Equipment 

Office Supplies 

Person.'1el 

Travel 

Tech. Training 
Local Hires 

'IDI'AL 
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Exhibit 8.3 

PROJEcr MANAGEMENT COSTS 1 

YEAR 

1 2 3 

10,000 

10,000 

5,000 5,350 5,724 

566,3992 606,046 648,470 

15,000 

15,000 

591,399 641,396 654,194 

4 5 

6,425 6,554 

693,863 742,433 

17,000 

17,000 

734,288 748,987 

1. Seven percent inflation in office supply costs and personnel salaries a: 
2. Total estimated personnel costs from Exhibit 2.2, Table 2 

"'II 1 (1'-</ ./ d· !, .• +~, 
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Exhibit 8.3 
DETAILED PROJECT MANAGEMENT cosrs 

PERSONNEL msrs 

Table II 

PROJ 
PRCX:; ECON MANAGER 

1 Cbmpensation 
GS 13/4, 16/3, FSI Max. 43,452 68,691 

2 Differential 
20% of Base 8,690 13,738 

3 Allowances 
Post 15% up to cap 2,160 4,020 
Educational Y 14,000 
Educational Travel Y (7,200) 

4 Travel 
Res/Kin/Res 3,600 14,400 
R&R or HL 2,700 10,800 
Medevac 1,250 5,000 
Per Diem 300 1,200 

5 Transportation 
(to post) 

Shipment of HHE (7,200) 10,800 10,800 
Storage of HES 1,000 3,000 
UAS 625 1, 750 
POV 3,000 3,000 

6 Other Direct Costs 
Health Ins. NTE 583 1,298 
Life Ins. NTE 500 500 
50S Ins. 115 460 
Physical Exam. 200 560 
Misc. (Passport, Visas, 

Innoculations) 50 200 
Housing and Utilities 30,000 30,000 
FAAS Charges 17,000 17,000 

7 FICA (.0751) 3,560 6,190 

TOrAL EsrlMATED cosrs 129,585 206,607 

TOl'AL PERSONNEL 
CONTINGEOCY 

FINAOCIAL 
SECIOR 

ECOOOMIST 

71,377 

14,275 

4,155 
14,000 
(7,200) 

14,400 
10,800 

5,000 
1,200 

10,800 
3,000 
1,750 
3,000 

1,2~8 
500 
460 
560 

200 
30,000 
17,000 

6,432 

210,207 

546,399 
20,000 

566,399 

1. Higher of ttoJO optional allowances used for budgeting 
purposes. Assumes two school-age children. 
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o Dollar drawdowns would be made in three annual amounts of 
$16,000,000, $15,000,000, and $6,000,000 respectively, 
for the comnodity import progrilJTl. 

o Repayment of local currency equivalent would be made 
under three repayment based on the nature of the 
commodities and the bank's evaluation of the 
importer!borrower's credit risk. (See Exhibit 8.4, Table 
II. ) 

o Inflation over the period considered is assumed to 
depreciate against the dollar at rates equivalent to 
local inflation, consequently eroding the real value 
(also dollar value) of the counterpart fund. 

o The exchange rate of the loan is the commercial buying 
rate in effect at the time the loan is booked. 

o Interest will be paid to the Counterpart Fund on the 
dollar loans to the banks, in zaires, at market ~ates, 
estimated here at between 35 and 45 percent. 

o Funds are available to the Oounterpart Fund from local 
participating banks upon repayment of dollar term loans 
by local creditors in zaires. 

o Local currency recoveries would begin in program year one 
and be completed in year ~ix. 

Cash flm.,r forecasts, based on payment assumption terms under 
the three repayment programs, and local currency reflow payments in 
real and nominal dollar equivalents, are illustrated in Exhibit 8.4, 
Table III. Further details on the workings of the COunterpart Fund, 
reflows and Central Bank conditions are to be found in Annex 2, The 
Technical Analysis. -

Table III of Exhibit 8.4 shows a small loss in real value or 
dollar equivalent value of the COunterpart Fund after five years. 
Under actual conditions the mission will program Counterpart Funds 
to avoid the erosive effects of inflation, using these funds as 
rapidly as possible for project support, and local currency 
lending. For this reason we have left the programming of PSSP 
Counterpart Funds in the out years flexible. Counterpart Fund 
management to allow for placement of the funds in six month Treasury 
bills has been negotiated with the GOZ. Careful use of these 
techniques should allow the Mission to reduce losses considerably as 
these bills are currently paying 40 percent interest. 

_ ::{ (': J 'i 
........, I! /' 
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EXHIBIT 8.4 

CASH FUM FORECASTS 

- PRIVATE SECI'OR SUPPORl' PROJEcr -

FOREIGN EXCllANGE DRA~S ($ 000) 

TABLE I 

DOLLAR BALANCE DISBURSEMENTS - YEAR rurAL 
1 2 3 4 5 

35,000 14,000 14,000 
21,000 15,000 15,000 
6,000 6,000 6,000 

TOI'AL 14,000 15,000 6,000 35,000 

CREDIT TERI'1S FOR PRIVATE SECI'OR FINANCING (FX) 

------------------------------------------------------------------------------, 
Type import Raw materials Small eqpt/rnachinery 

spare parts 
End use 
of import 

(unit cost less than 
$40,000) 

Importer's Full payment Full payment within 
own use wi thin 9 months 12 months 

Resale Full payment Full payment within 
within 9 months 9 months 

Capital Goods for 
plant and operations 
expansion (e.g. 
Eqpt/Machinery 
heavy eqpt). 

Full payment within 
36 months not including 
a grace period 

Full payment upon sale 
and no more than 12 
months 

• 

lfiore
Rectangle



TABLE II 

PAYMENT 'rERMS 
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SHORT TERM 1 SHORT TERM 2 MEDIUM TERM 7 
RAW MATERIALS SPARE PARI'S/ CAPITAL PLANT 

'!'OrAL PRIOCIPAL 
AND INTEREsr 
IN 90 DAYS 

EQUIPMENT FOR RESALE 

TOTAL PRIOCIPAL 
AND INTEREsr 
IN 180 DAYS 

TOTAL PRIOCIPAL 
AND INl'EREsr 
IN 1-3 YEARS 
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EXHIBIT 8.4 

TABLE III 
LOCAL CURREtCi AVAILABILITY TO COUNTERPART FUND 

FOR PRIVATE SECl'OR FlNAOCING 

($ 000 Equivalent)* 
YEAR 

1 2 3 4 5 6 
1. Loan Program 

Srl 4200 4500 1800 
ST2 4200 4500 1800 
MTl 2800 3000 1200 
MT2 1400 1500 600 
MI'3 1400 1500 600 

Total CIP Funding 14000 15000 6000 

2. FX Rate z/$ 375 450 600 800 900 Q50 

3. Interest Rate 45% 42% 35% 

4. Foreign Exchange Loss 
Srl ( 1159) (321) (129) 
ST2 (2317) (643) (257 ) 
MI'1 (3090) (857) (343) 
MT2 (3234) (1000 ) (257 ) 
MT3 (3717) (1286) (300) 

Total FX Loss (3476) (4054) ( 4477) (5060) (1543 ) (300) (18910) 

5. Interest Gain 
srI 473 473 158 
ST2 945 945 315 
MTl 1260 1260 420 
MT2 1423 1525 494 
MI'3 2868 2795 876 

Total Interest 1418 2678 3155 4313 3288 876 16228 
----- ----- ----- ----- ----- ----- -----

6. Net Gain (loss) (2058) (1376) (1322 ) (247) 1746 576 (2682) 

7. Dollars Loaned to 
Recover 8400 11800 8000 4100 2100 600 35000 

----- ----- ----- ----- ----- ----- -----
8. Net CPF Position 6342 10424 6678 3853 3846 1176 32318 

lfiore
Rectangle



-13-

Exhibit 8.4, Table III Notes 

Table III represents a simplified model of the CPF flows expected 
under the project. The most important assumptions made in this 
model are the following: 

1. There will be five categories of foreign exchange loans made 
under the project. The terms of the five categories are the 
following: 

STI = 90 days short term 
8T2 = 180 days short term 
MTI = 1 year medium term 
MT2 = 2 years medium term 
MT3 = 3 years medium term 

2. All the loans will be repaid in zaires at an exchange rate 
determined by the commercial rate at the time the loan is made. 

3. The loans will be made during the first three years of the 
project and will be paid back over a period of up to six years 
(depending on the category of each loan). 

4. Interest will De paid on 100 percent of the dollars allocated. 

Details of the other parts of the model by line item are the 
following: 

Line 1: Is an estimate of the amount to be loaned by year for 
each of the five categories of loans. 

Line 2: Is the estimated yearly average rates of exchange (in 
zaires per one dollar) over the life of the project. 
7hese estimates are based on a historical analysis of 
the zaire/dollar exchange rate. 

Line 3: Is an estimate, by year, of the interest rates that will 
be charged by the project. 

Line 4: Calculates, on the basis of the figures provided in 
lines 1-3, the foreign exchange losses to the CPF 
account for each category of loan by year of repayment. 



Line 5: calculates returns to the project CPF account from the 
interest charged by the project (Line 3). It is assumed 
that both the principal and interest are repaid in a 
lump sum at the maturity of the loan. It is further 
assumed that interest is compounded yearly. 

Line 6: Calculates the net gain or loss to the project CPF 
account from the combined effect of foreign exchange 
losses and interest gains (Line 4 plus Line 5). 

Line 7: Represents, for each year of the project, the dollar 
values of repayments on principal. 

Line 8: Represents the net position of the CPF account at the 
end of each year of the project. This is calculated by 
taking the net gain or loss from interest payments and 
foreign exchange risk (Line 6) and adding the total of 
repayments on principle (Line 7). 
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ACTION 11D2 INFO 1HB DCM ECON 

VZCZCK~v293 
00 RUEB::1 
DE RUEHe '3789/01 0430019 
ZNR UUUUU ZZH 
o 120014Z FER 88 
fH SEC STATE WAsHDC 

'TO 'RUEHKI/AMEMBASST {INSHASA iMMEDIATE 37f0 
IN!0 R~~a!B/A~EMBASSY ABIDJAN !~~F.D!~TF. 129: 

1'::.-FEB-88 TOR: 00:22 
CN : "941~ 
C!JRG: AID 
IHST: AID 
AnD: 

HUt"lV/1MEMBASS YAOUNDE 39A8 
BT 

ACT I ':,;~ 1:, t: : I~ 

UNCLAS STATE 043789 
••••• • •••••• • .••. ~ •• __ u. • ••. _-_ •• _-

AIDlC .---_ .......... -_ ............. _._-_ .. 
BEST AVAJLABLE DOCUMENT NAME _ ................ DAT~ .. - ...... - , 

E.O. 12356: NA 

SUBJECT: ECPR GUIDANCE ZAIRf PRIVATE seTOR SUPPO~~ 
PROJECT (660-0120) 

1. ECP MET ~N 28 JANUAPY 1~e8 ANP APPROVED T~~ PID FP 
SUBJECT PROJECT AT A LEVEL O~ DOLS 4~.1 ~ILLON. Tpr 
ECPR liAS CHAIRED BY DAA/AFT1 L. SAISRS AND HICL'!I1ED 
REPR~SENTATIVBS FROM AFR/CC~A, PPC/WID, PPC/PVPR/RP, 
PRE/I, AFP/~~/PAE, AFR/DP/PAR, AFQ/TR/AqD, AFR/PD, 
AFR/PD/CC'rt'AP, GC/AFR t AFR/ptp', AS ""ELL ~S 'JSAlli (t. 
ANDERSON AND J. RYAN). T8I rOLL1~I~3 ~OIDA~CE IS 
PROVIDED FOR MISSION ACTIO~ DryRI~G TH~ PP DFSI;N. 

2. POLICY fRAME'iORv ANI' CONDI'!'IONALITY. ~F:~A'lSF (''t' 'l'qr: 

IMPORTANC~ OF THE EROADER ECJNOMIC 2NVIqJN~FNT TO '!'H~ 
PROJECT, THE PP ~HOULD PR~SENT A TI~HTLY OR}ANJZED 
~ACRo"ng~pVlf' AS A BACKDROP TO ~qE A~f!VIrr. rQIS 
SHOULD INCLUDE A DISCUSSI~N OF LIN{A3ES BETW~~~ THE 
PROJECT AND THE NATIONAL POLICY fRA~E~ORK, AN ANALT~IS 
OF GOZ COMMIT~lNT TO THE USATD AND NATJJ~AL REFO~~ 
AlENDAS AND A DESCRIPTION OF TH~ pqOBAE~? RJL~ JF 1THIR 
DONORS. 

BECAUSE or THE IMPORTANCl OF THIS ~~CR0 FnA~E~OP~ TO 
PROJECT SUCCESS, THE MISSION IS ENCOURA}EP TO TRINK IN
TERMS or SELECTED CONTINUIN3 MACRO-ECON)~IC STA~DARDS , 
(EXCHANGE RATE, D'F,fICITS, TARIfF STRucr'T?~~, "F'':~.) AS 
COVE~ANTS TO THE FINAL AGREEMEN~. 

THE PP SHOULD DEVELOR AN A~PFE~£NT FRA~~WOP< ~rICH 
PROVIDES FOCUSED CONDITIONALITY CRITvRI~ ~vrp TRF LIFE 
OF THl: PROJICT. TqIS ·fRA'1EVORK MIlSl' SPE8IFY OIl1'AI~A"PL~ 
OBJECTIVES AND REALISTIC TIMEf~AMES f)P' rH~IR 
ACHIEVEMENT. THE PROJECT SROULB nf REVIrVED O~ AN 
ANNUAL BASIS '1'0 DETERMINE 'fHIAT RAS REI~I ACRI rvrD. 

3. rUNDING LF.VELS. AN LOP rUNDIN} I,EVtL OF D'1LS. ~e 
MILLION WAS AUTHORIZED BY THE ECPR ON THE ASSU~PTION 
!HA!'CLXARLT HEASURA~LE END OF PROJFCT JBJECTIVBS AN~ 
INT!~IH BENCHMARKS CAN BE DlLIN~ATED FOR THE PLA~NED 
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f THRIE YEARS or OELIGATION. BECAUSE or THr, NEED TO 
ADDRISS rAA SlCTION 511 REQUIREME~TS, IN CALCITLATING ITS 

If lIN1L pp rUNDING CONJIGURATIONS, THE MISSION WILL EE 
r IIPICTID !O 'PLAN lOR PROJECT OBLIG~TIONS ONLY IF THET 

ARI ASSURED or RAPlD DIgEURSr.~ENT. IF OUR UNDERSTANDING 
or WHlR! THE GOZ WANTS TO ~o IN EANKING SECT~R RErOR~ 

r DOIS NOT ALLOW THE DEVELOPMENT O~ ~EDIU~ T~R~ 
OEJECTIVES, THEN MISSION SHOULD r,ONgIDF.~ tOWER FUNDINr. 
LEVELS AND A SHORTER LOP TI"1E rRAM~. :rEUS, FINAl- LOP 

. LEVEL~ AND THr MANNER IN WHICH FUN~ING IS ORGANIZEP WILL 
VITALLY D~PEND ON THE OUTCOMf or PP ANALYSRS A~D THE 
DEGRE~ TO WHICH rUNDIN~ RELEAS~ B~~r.BMAq~S CA~ r~ MAnr. 
EXPLICIT. 

4. EENErI C I AR I ES • THE ITi1Bff~urJ~~~ aRl"T ~:D;Er.r ~ F'tP E 
EIPECTED TARGET GROUP INCLUDING GE~DER, TTPF or 
EUSINESS, ETHNIC BACKGROUND AND L08ATION. IT IS 
UNDERSTOOD THAT THE PROJECT WILL PROBA~LY INI~IALLY 
EENEFIT ONLY THF LARGER S~f rIq~~ T~AT ARE ELI~IBLE FOR 
eRE D IT. THE P P ~ ILL E F.' EX' P E C T E II T Q A 1) D ::H' S S 'TI H 1:' liA" SIN 
WHICH THIS ACTIVITY WILL ULTIMATELY LEAD Tn ~R~ATEP 
FOCUS ON THE LESS PRIVILElED SMES I~ THF MEDIU~ AND LO~G 
TERM. IF NECESSARY, THE MISSION S~OrLr CONSIDER 
AUGMENTING THE TOR OF THE CU!lRENTL'f PLA~~~n $1-11; S'rrTrY TO 

.OETAIN THIS INFORMATION. 

ONCE IDENTIFIED, IT IS EXPECTED TPAT THE PP WILL a~VI~W 
THE EXPECTED IMPACT OF PROJECT CR~DIT ON TAR~FT ~ponp 
ACTIVITIES AND ~OT'E THE Er.ST C.\Sr "XPECrA'I'I~"S ~)Ii CPEDI~ 
FUND IMPACT ON THE ZAIRIAN E~ONC~Y (E.}. CR~ATTON OF 
JOES, INCREASE OF GOODS AND SERvrc~s, F~C.) 

THE ECPR DID NOT SUPPORT ESTABLISQIN3 AN INCFNTIV~ 
INTEREST RATE FOR TARGET ~ROUPS. JPEN co~~o~rCATIO~ 
WI7H PARTICIPATING BAN~S AS WELL A~ AM FFFECTI~~ 
MONITORING STSTE~ SHOULD PROVIDE THE B'SI~ F~R 
DETERMINING HOW TO MOST EFFECTIVELY REACH THE TAR~~T 
EENEFICIART GROUP. IF RELfVANT TARGET iROUPS ARF 
STSTEMAT:CALLY EXCLUDED DURIN~ THE EARLY STAGES 0F 
IMPLEMENTATION, THE MISSIJN MAY TR~N WANT T~ LJOK INTO 
MORE INTRUSIVE FORMS or TAR~ETTING AT THAT TI~B. 

5. WID. CLEARLY IT IS IN AGE~CT ~ND CO~Gqr.SSIONAL 
INTERESTS TO SUPPORT THr. INVOLVEMENT OF V~MEN I~ THIS 
PROJECT. THE PP SHOULD EXPLICITLY ADDRESS HOV ;B~DEQ 
DIS1GGREGATED DATA CAN BE GATHERED, ANALYZED A~D 
MONITORED. IT WAS SUGGrST!D THAT THE PROJFCf PROVIDf 
LOCAL CURRENCY TO PVOS TO DO A ST!TDY SI'1ILAR T8 'T'HAT 
DON! ET COOPERS AND LTBRAND IN ORDER TO DETEP~INE WArs 

:TO l"TRODUCE VOMEN AS PART OF TRE TARG~T BENEFICIARY 
GROUP DURING PROJECT I~PLE~ENTATION. AN~THEP 
ALTERNATIVE SUGGESTED WAS "SING INDI~F.NOUS BUSINESS 
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SCHOOLS fO UNDERTAIE APPLIED RESEARCH IN THIS ~R~A. 

6. DIS!URSEM!NT 01 US DOLLARS 5 MILLION. THERE WILL BE 
NO lAST D!S!URS~MlNT AS INVIS!QED IN PID. lLL 
DISBURSIMENTS'SHOULD BE MADE AS PART or TRl RE~ULAR 
PROJECT. 

7. MONITORING PLAN. CONSIDERING THE RISKS INVOLvrn 
VITH THIS PROJICT AND THE INCREASINGLY fELT NEED IN ~HE 
AGINCY TO MEASURE 'IMPLEMENTATION PERFOR~ANCE, TRt 
MISSION NEEDS TO CAREfULLY DEfINE ~ 
foroNITORING/EVALUATION PLAN WRICH PROVIDFS ONGOING 
MANAGEMENT MONITORING IN RELATIONSHIP TJ AVO~ED PROJECT 
O!JICTIVlS. IN THE EVENT THAT ANY or TqE PREVIOUSLY 
N2TED RISKS OF THE P~OJECT BECAME RE~tITY, A MECHANISM 
FuR RAPID PROJECT READJUSr~ENT SHOULD BE IDENTIFIED. 
QUANTITATIVE INDICATORS OF PERFORM~NCE FOR ALL ~EY 
ASPECTS Of THE PROJECT WILL BE REQUIRED. 

B. DISRUPTION OF FOREIGN EXCHANGE RAT~S. 1m WAS 
MUTUALLY AGREED'!y AID/W AND MISSION REPRESENTATIV~~ 
THAT THE PROJECT'SHOULD NOT DISEURSE FUNDS· ~R7' T~~R~ IS 
A WtDE DISCREPANCY !ETWEEN O~FICIAL AND PARALLFL FOF~I~~ 
EXCHANGE RATES. 

9. CONCERN W~S EXPRESSED THAT IN THE APSE~C~ JF 
eIP-TYPE CONTROL AS TO fINAL USE OF FUNtS, PP DEFINr 
MORE CAREfULLY THE ~LIGIBILITY CRITERIJ~ F~R PRIV~~: 
BANK LOANS UNDER THE PROJECT. SPE~IFICALLY CO~C~~~ iAS 

EXPRESSED THAT TYPE OF CO~MODITIES ELI~IBLE r~q IHFO?T 
EE EXPLICITLY DEFINED SO THAT ~ANUFACTURIN3 rIR~~ COULD 
NOT USE THEIR ACCEPTED STATUS TO I~POR~ ~NACCEPT~El~ 
CO~MODITIES AS FINISHED PRODUCTS FOR TR~DIN} PURPOS~~ 
SUCH AS PRODUCTS rOq LUXURY CONSU~PTION ETC. 

10. LOCAL CURRENCY. THE ECPR DISCUSSED THE PQSSI]ILITT 
THAT LAGGED PAYMENT (ZAIRES) INTO THE COUNTER~ART !~~D 
MIGHT JEOPARDIZE ANT COUNTERPAqT PRe~~A~MIN3 SCHEDULES. 
raE MISSION INDICATED THAT REPAY~ENT ~~S NOT ON A 
LONGTERM DELAY BASIS (I.E. MnST PAYMENTS W~ULD FE MADE 
IN SIX TO TWELVE MONTHS) AND THAT TI!F C~-"MERCIAL BAllf:S 
INVOLVED WOULD PAY ON SCHEDULE TO ~SSUR£ "'HEIR FINAtjCIAL 
CREDIBILITY. AS A PORTION OF THF ZAIRES rLO~I~G I~T0 
rHE COUNTERPART rUND MIGHT BE PRO:;P.AM~~D AS STRUCT"~AL 
ADJUSTMENT SUPPORT, ANY FLUCTUATIONS TN P~Y'1ElJl' C(llnD B~ 
ADJUSTED IN THAT AREA. .. 8m AVAILABlE DOCUMENT 
11. LEGAL CONCERNS. TH~ lEE IS APPR07ED BUT ANT 
CHANGES IN PROJECT COMMODITIES OR ACTIVITIES MAY MA~F 1'1' 
APPROPRI~TE TO EXAMINE CATEGORICAL EXCLJSION ~~AIN. 

12. PP DELEGATION. GIVEN TAE OVERALL ~ACRO-ECO~OH!C 
INVIRONMENT IN WHICH rHIS PROJECT WILL TA~E ?LACE, ~HE 
REfORM PROGRAM TO !E SUPPORTED, THE TAR:;E'rTI'l~ Q"E~TION 
AS NO TID A!OVI, AND THE NElD TOR FURTHER DEFINITION or 
fBI r.ICH~IC!L ASPEcrs or !HE LENDING PRO~RA~, PROJf.C'" 
PAPIR APPRO'AL'Ol !DOLS '0 MILLION AC'I'IVITf WILL Rr.~AIN 

UNCLASSIfIED STAT!: 043789/~2 
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IN AID/V. IF, HOWEVER, tHE MISSION SHOULD DrCIDE ON A 
HORI LIMITED ACTIVITY, AID/W WOULD CONSIDER DELEGATING 
lIILD AUTHORIZATION CONTINGlNT UPON REVIEV AND APPROVAL 
or POLICT REFORM PAC~AGE. SHULTZ 
:8T 
*:5789 

NNNN 
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ACTION !ID~ INFO 'AM! DC~ reON 

VZCZC!!0547 
R? ROE2~I 
DE Rr~~c 121~2/01 2~11543 
Z ~1 R JU7JIT:.r z z:{ 
R 1~1545Z JU1 88 
F~ SECSTATF ]ASE~C 
T0 RO~R!I/A~ZMB!SSY !I~SE!S! 
INFO RUF~A3/AMEM~!SSY ADIDJAN 
F.UEH!D/A~E~BASSY r\CJND~ :99: 
:9T 
UNCLAS STAT? 2321e2 

-

ATrAC YACUN:! FeR RIA ~. ~~YANT 

LO.12355: ll/A 

SUBJECT: ECPR GrltANcE - ZAla~ PRlyAT! SECT0R SUPPORT 
PRO~?!M (550-012e) 

1. T3!S CAB:E R~C'PITULATES MAJOR ISSUES AND DECISIONS 
TAI!!~ AT ECP1 FO;t SU:?JEC'i' P;tOGRA~ AND P::lOVTD!;S REVISIONS 
MADE ~Y ~ISSION REPR3SENT!TIVE BILL ANL!RSON ACCORrING 
TO E:PR ~OIDANCE. 

2. FCPR M~T ON 16 JUNE 1938 AND APPROVEr PROG?~M AT A 
L:V~t OF DOLS 40.? ~ILLION. OF!ICES REPRES3NTED AT THE 
FCPR INCLur~ AFR/PD, AFR/r?/P!3, PRE, AFR/DP/PAR, 
PPC/PB, PPC/P~PR/RP, REDSO/wCA, AFR/MDI, ArR/CC~A, 
:C/~~p, '~n !?R/Pt/CCNA? ISSUES RAISED AT E~P~ AND 
P~OPCSE! R~SOLUTIONS ARE AS FOLLOiS: 

TOR: 17: 32 
C r,,~ : 47335 
CRR:;': AID 
DIST: AID 
ADB: 

..... ~ / lJ.l.1 RE 

" 

-
A. ISSU1 NO 1: PROJECT VS. NOH-PRO.n:CT ASSISTANC~:'CTION • INFO _ -
(1) ~!TURE J!' ISSUE: LARGE CIP PORTION OF PROPOSEr . __ .DIR __ ---
PROJECT S20ITLD BE, ~ONSIDERED AS DEVELOPMENT rUND FOR D/DIR_----
AFRICA (tF.~) ?UNrED NON-PROJECT !SSISTANCE. ALSO, - PRM V 
BALAt;C: OF PAYMENTS SUPPOR'r RATIONALE ANr O:EJECTIVE.S ....... '-~ -----/'---
UNDER DFA LEGISLATION MAt NOT EE USED. C:NT ~ 

-~'v1i::v ---
(2) RESOLUTION or ISSUE: PROGRAM RECAST AS COM:EINED '." .----
PROJECT/NOH-?ROJECT ASSISTANCE, WITH PAAD FACE SHEET ........ __ ----
ADDEt TO RFFLECT CIP PORTION FOR rOLS. 35 MILLION AND··PP.,. ) 
FA CFSEEET CSA NGED TO DOLS. 5 HILLION rOR T:rCSN ICAL .. -" H-' 1 
ASS1STH~C2 OND~R P?OPOSED P;tOGRAM. ALL REFEP.ENCES TO._... ... - -----
PROJECT CHANGEt T~ PROGRAM. ALL JUSTIFICATIONS OF eIP EAO 
ON BASIS OF BALANCE OF PAYMENTS iiILL BE DELETED. .- "'---JAOjPER 
PRO~RAi~ PURPOSE MODIFIED TO EMPSASIZE RESTRUCTURING OF_-=-. ----
COMMERCIAL E.c.NVH!G SECTOR TO SUPPORT PROI'UCTIvr_~".=.=~G=SO=-__ ----
INVESTMENT PY MEDIJM AND SMALLER-SCALE ENTERPRISES . v/~ 
(M SE~ ) • AC7:C~l DUE : II' 

E. ISSU? He. 2: PROJEC~~AV~~B}~R~~2~~~~~lENTATION. 
(1) N!TUR~ 0F IS~~E: ~OAL LEVEL MUST BI MORE 
DEVELOP~ENTA~LY ORI3NTED SSO~IN~ LINrA~E TO CONCERNS 

UNCLASSIFIED STATE 232102/~1 
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WITH WHICH A.I.D" MORE TRADITIONALLY OPERATES. 

(2) RESOLUTION OF ISSUE: IN THAT FINANCIAL SECTOR 
DEVE~OP~!NT POLICY (FSDP) STATF~ENT ~ILL SERVE AS 
r!AM~WORK FOR PROGRAM, IT SHOULD BE A~ CLEARLY" DEFINED 
AS P~SSIPLr. IT ~UST L~r OUT WHAT IS EXPECTED AT TH~ 
END OF P~O~~AM AS ~~LL AS SERVE AS FIRST CON!ITION 
PEiCEDE~T EEFORE ANY PRO;RAM FUNDS ARE RELEASED. 
I~TBRIM BENCEMARrS ~ILL ACT AS SUBSEQUENT CONDITIONS 
PRECIDE~!TS AS REL~!TE:C TO EXPECTED FINANCIAL SECTOR 
RESULTS. THOS3 RESULTS EX?ECTED FROM MACRO-ECONOMIC 
"POLICY" ISSUFS SHOULD BE PR~SFNTED AS COVENANTS. 

PAAD MODIFIE~ TO INCOP'PORA~E CLEARER DEFINITION OF FSDP 
Sl'ATFMENT. STAT~MEN'!' SEAL!' EMEODY A LIBERAL, PRIVAT! 
SECTOR-ORISNTED APP~0A~E TC FINANCIAL SECTOR REFOR~ AND 
DEVELOPMZNT AND SH!LL INCLJDE AS O!JECTIVES: TO PROMOTE 
COMMR~CIAL 3AN~ MOBILIZATION OF PRIVATI DOM~STIC 
FINA~CIAL RESOURCES; TO FOSTER! MORE ACTIVE MONE! 
MAR~FT ftNr INTERFST RATES REPRESENTATIVE OF REAL 
ECONCMIC COST OF FJ~D~; AND TO INCREASE AMOUNT OF CREDIT 
AVAIL!ELE TO PRIVATE ~NTERPRISES. THE SPECIFIC 
OBJECTIVES TO BE iOV?N INTO STATEMENT ARE: 

BY END O? FIVI Y:AR PROGRAM, REAL FINANCIAL 
R f:SOUR C!'S MO:a I!. I Z ED "1Y .PRI V! T E COMM !:RC I AL 13A NKS SRO~L~ 
BE ~~OWIN~ BY AT L~A3T 4 PERCENT FER YEAR. 

INT~REST RATES S~~ULD 3E POSITIVE RELATIVE TO 
INFLATION. 

COMMERCIAL RAS~S SHOULD ~E FINANCIN: A WIDER RANGE 
OF E~TERPRIS~S T~A~ EEFORE THE PROGRAM IN TERMS OF SIZE, 

SECTOR OF ACTIVITY, AND ~EO~RAPHIC AREA. 

GCZ 3UDG~T DE!ICIT SHOULD ~E FINANCED FROM MARKET AT 
M!R~!T rEf!R>.AINEr.RATFS OF INTEREST. 

NO GOZ CONSTRAINTS SHOULD R~MAIH ON BANK INTEREST 
RATES JR FEE STRUCTURFS. 

~EQUIRED RESER1~~ SHOULD BE SET AT MINIMrr~ LEVELS 
N~CESSARY FO~ STABILITY ANr EFFICIENT GROWTE OF BANKING 
SYSTEM 

REQUIREr RESERVE DEPOSITS SHOULD BE REMUNERAT~D AT 
MARKET RAT~S. 

CENTRAL BANK SHOULD BE ACTING ONLY AS LENDER or LAST 
RESORT AND SHOULD CHARGE MARKET-BASED .IHTEREST RATES. 

~.Y ~~;:i;;:.' ~S4 ',~~' .' \ :=:':~~;.r--.. - \ 
;itir~~ .~~~~\S; "~, .. :;~: ~Hc~~si~;;D: """ '~." S'fi'f1232UJ2/01 .. ,. ,. .... 

BEST AVAILABLE DOCUMENT 
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GOZ SHOULD ~E MOVING TO REPLACE ArM1N!STRATIVE 
CREDIT CIILINGS·IITH INrIR'CT CONTROLS ON CREDIT THAT 
AR~ AUTO~ATICALLr LI~KED TO ~OBILIZATION OF ~~SOURSES ~y 
EANKING SYST~M. . 

~~LEASE OF SUBSEQU~N~ T~ANCHES TIED TO SPECIFIC DEGP'~~ 
O? PROGRESS iXPECTE~ IN ABOVE-NOTED AREAS. COVENANT 
CRITERIA REVISEr TO POSSIBLY INCLUDE NOT ONLY PROGRESS 
I~ THOSE BANKINl !EC~OR REFORMS NOTED ABOVE, BUT ALSO 
P~OG~~SS IN FOLLOWING AREAS: 

~E~Rr:E TO REICH COMMERCIAL BAN!S AR! FINANCING A 
~ErE~. ~A~~ -: OF E~TERPP.ISES THAN 'SEFOP.E THE PSSP PRO~P.AM 

G8Z ~AS I~PL~MENTEr A POLICY OF FULL COST FUEL 
P~ICING/~ECOV~P.Y 

GOZ IS ~!INTAINING A LIBEaAL FOLICY C09CERN!NG 
FC~~I;N TRAD~ IN COM~ODITI~S AND TARIFF-RATE REFORM 

GOZ IS ~AINTAIHING LIB~RALIZED PRICING POLICIES AND 
HAS A~~E~D NOT TO INTRODJCE ADMINISTRATIVE CONTROLS ON 
P?IC~S OF PRIV~TELY-PRODUC3D GOODS AND SERVICES. 

P~OG~~SS A~!INST TH~SE TAR~ETS JILL BE CRITICAL !N 
~~LEAS~ O~ ?UNDS BUT FULL ~TTAINMENT ~AY BE EEYOND 
PURVI!"i OF T~IS PROGaAM. 

OUTCJ~~ OF ECPR ALSO JETERMINED THAT PROGRAM RATIONALE 
A~D ~ESCRIPTION MUST REFLECT CLEARER LINKAGE AND MORE 
Focusrr IMPACT OF PROGRAM ON INTENDED BENEFICIARY 

~Raup. PAAD RATIONAL~ S~CTION AUGMENTED TO DEMONSTRATE 
RIQU~STED LINKAG~S AND IMPACT. PRESENTATION SHO,Er 
I~PACT ON MS~S THEMS~LVES AS lELL AS THAT ON CONSUMERS, 
MSI EMPLOYEES, SUECONTRACTORS, EFFECT ON MARKETING AND 
DISTRr:EUTION CSAIN, AND LINKS TO AGRICULTURE AND RURAL 
AR~AS • 

• I 

C. ISSUE '~O. 3: D~~ONSTRATED COMMITMENT BY GOZ. BEST AVAILABLE DOCUrv~EN 
(1) Nl..TUR!' 0:;' ISSU:E:" GIVEN IMPORTANCE OF IMF/'iORLD 
EANK AGREEMENTS TO SUCCESSFUL I~PLEMENTATION or PROGRAM 
ANr POSSI~ILITY THAT AN AGREE~EHT MAY NOT BE SIGNED TSIS 
Y~!R, THE QUESTION AROSE AS TO WHETHER THE PROJECT 
SHOULD EE AUTnORIZED. MISSION REPRESENTATIVES REQUESTED 
P~OJ~CT APPROVAL AND !UTHO~IZATION SO THAT THE MISSION 
COULD MAINTAIN BAR~AINING LEVERAGE SHOULD THE 
NE~OTIATIN~ CLIMATE IMPROV~ AS EXPECTED. 

(~l P.~SOLuTION OF ISSUE: SUBSTANTIVE AGREEMENT MUST BE 
RI.CHE: ON CERTAIN KEY ISS~ES BEFORE MISSION CAN GO 
A~EAD 11TH PRO}RAM. 

THE PAAr AND PROJECT AUTHORIZATION WERE MODIFIED TO 
I~CLUDE THE FOLLO'IN~ THREE KEY PRIOR ACTIONS THAT MuST 
OCCUR ?RIOR TO SI~NATURE OF T~E PROGRAM AND PROJECT 

2/2 UNCLASSIfIED STATE 2:32102/02 
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R~~UCt!2~ i~·}AP !IT1E!R OFFICIAL A~D P!?ALLEL 
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~!~JCT!C~ I~ }~? ~~T~?~~ I~~LA!!C~ ANr ?!~! O? 
Z;.I~~'S T~'::!;7~ST !BT~S ~N ~rVl.·:C:fS TO CJ"'~:':?,CU_L ~A~"{3 

~V!I~N:~ O~ ~~rI~IO~ TJ l~Z'S TAX COLL~~TI1~ 
p~oc~ru~~s I~CLryr!~l CUSTO~ TAI!S, TAY ArMI~~STRATIO~ 
A~r ~~ I~C~~AS? I~ FJEL TA~. 

~. :~AttT~E. Ar}~Sr 1 9A~ 3EI~ 5!T AS r!ArlIN~ rAT! 
1S? ~y 8~ c~:!}~rICN OF Ta!S P~03RAM. 

4. ~TA~;S ~~ A~TqC~!ZArIC~: P!!r 1I~~ R:QJ!~~~ C9A~;ES 
F I ~ A:' ! ~ ~:. ~ ~~.... c U F. R =- ~I T L r INC L E ~? AN C I ? R ') C ! S S • C N ~}_ S 
~C~7 ~'~iA~r T~ ~Ill ~o~ ~~VI!i. i~!TF~r!L 

N'! 'IN 
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f' IW J f C I CHI C K. I I ~i I 

I. t y J ~'>80~ I!p.prQpri~_ti()_n~ 0.n _.s.eS_~0~2~L_ .. J.A_A 
~)(>c ... o 634A. lI' InOIlC\Y is sought lobe YES 
o b 'j i CJ i:l tC' d f (J r d n ~ eLi v i t. y n (I L P r' C' v j 0 us] Y 
jusl HOiC'd t.o Congress, or (or an dlflOLlnl 
in excess of amount previously justifipd 
t.o Cangr0ss, has Congr~ss been properly 
naUfjNf? 

? . F A 0. __ ~ E~ f:. ~ 11 ,( ~ 1. (} J ' P r :i or t 0 a n 
obJigation in C'xcC'ss 0'· <.f,~)OO,OOO, IAllll YES 
there bC' (a) enginC'orjng, financial or 
othpr plans n()('~;~;nr'y Lo car'ry out I.hc' 
ass i 5 l a neE', a IlCI (b) a r (, a s (I n ~ b 1 y f j r Til 

c's r. i Ina t (> (I r t. h (> cos tt.l) t. h (' U.~). (I f I. h (, 
assisLance? 

3 . fA8_?_Pf. :.f> U .Lc.l) en· J f ] p q.j s J ali v r:-
a c to ion is r (' qui n' d IAIi I. hi n r e ci pic'!l I. N/ A 
counlry, what. js t.ile basj.:, for a 
r0dsonahlo cxpecL~r.ion that such action 
w:i ] 1 b (' (0 nip ](. I. (, din t.i TIl C L (I pc' r In i I 
o r d e r 1 y ace 0 In P 1 ish In l' n L 0 I Ul (, pur p 0 S C' (I r 
the ass:i~,l.aflC(,7 

4 , .L~ 1! .. S.ol~. c.:_611,( b); r Y 0.1.~ B <.:J 0 n p pr:o Po r: t~otjo n s 
Bc._.L_~oPf ..... 20.1. If projl"cL j~, for lAlatf"r (lr N/A 
lAl a t (' r- r (' 1 d t r: d 1 (3 n d r E' os (I u r ((, ( (I n s I. r LI c t i " n , 
havl? bc'nE'fil c, ~ncf cosLs b('f'n COllipulf'd t<1 
l. he c' x r. (' II l. P r a c I' i C ("'\ b 1 (' 1 n a ( ( (I r d d 11 ((l IAI i t. h 
t h c' p r i n ( j p J (, s, s l. and rl r d '-', and r t' 0 C E' cI u r " ,; 
ostabllshod pursuant 1.0 tho W~L0r 
RE'sourCf'~' rJ('Inning AcL (1)2 U.S.C. ]962, 
(' .!:~" 0. q . ) '? ( ~) ('(, A I. D, H <'1 n d b 0 I) k 3 r (w 

9 u j d (, 1 inc' ~, ) 

~" fAA Sf'c. 06Ll.(~). Jf pro'ojpcL 0j~, capjlMJ 
i:\\,.,isl:anc(' «('~CJ., consl.r'lIclion), (H1c1 N/A 
t () tal U. S. ass i s t. a n c E' r (I r i I w i J J E' X l t' NI 
$ 1 In j ]1 j (I n, h <1 5 M"i 5 ~ i (I n D i r t', c lor 
certified ~nd Re9~on~] AssisLRnt 
AdlTlinjstrr~t(lr l.akr:n inl.o con~idc·ration 
the counlry's cap~bjlity to maintain and 
utilizo Lho project orr('ctiv0Jy? 

8ES r I~VAllABl£ DOCUMENT 
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l~. pt· l' iI' (L ~,LI r. C c· p L i h J I' l' I 

I:> X I~ C l.I t ion d S P i·\ r tor r L' IJ i I) n a 1 u r NO 
nlulliJ,1Lr'rctl projc'cl? l( SCI, whll is 
p r' 0 j I' (t no L ~) (J I~ ~ (> ( U t p d ? I n r (I r'I n ~ t i (I n d n d 
conclusinn lAlhc'Lhc'r a~,~-,iSLnnc(' will 
encouragQ rl:>IJionnl dt:>v0}oplnc·nL prOI]ramS, 

7 , UtA .. _~_~ _c._, __ ~(~) t i!l: ) . 1 n for /TIa Lin n a nel 
con c 1 u s i CI n s I) n IAI h C' I. rl C' r pro j pet SIAl i I .1 
encourag0 efforLs of th~ counLry La: 
(a) increasC' the flow of intC'rnational 
trade; (b) foster privalp iniliative and 
competition; (c) encourage dC'veloplnc'nL 
and use of coop~raLives, crediL unions, 
and savings and loan associations; 
(d) discourage monopolistic praclirps; 
(e) improve technical efficioncy of 
indus try, aqri LU] l urc' and c ornlllPrc p; and 
(f) sLrengLhon free labor unions. 

8 , L81j ___ ~€ _~_.:.. __ 0 _Q _tL~ 2. . 1 n for n I aLi 0 nan d 
conclusions on hO\JJ project will l?nCouri.iqc· 
U.S, privaLp Lrad0 and invcsLITIPnl abroad 
and encourdqe private u.s. parLicipat ion 
in foreign assisLance programs (inc]uding 
use of privaL0 trade channC'ls dnd Lhe 
s (' r v i ( (. s 0 r u.~;. p r 1 vat (' c· n l (. r p r i Sf') . 

9, EJ\.0.._S_Q_c? . __ 6)2_(b) ,6)_6(h). DI'sLr'ilw ",,\:I.'p'3 
taken to a~,sur(' Lhat, to the' ITIdxillll.111I 
extC'nt possiblC', Ul(' countr'V -l~, 
conU'ibut-inq lnCel-' ClIr-r'.'I"iC il'~' Lrl TIII'('L lhl' 
cos\: 0(- cont.r''--lctuid <HId I)thr.'r' ~;' .. r'vj((·s, 
and forc'iqn (Llrr'('ncjf'~-, UlAlnc'c! bv Lh(' LI ~i. 
a r (' uti] i u' din 1 1 Co U () I (hi 1 -1 ,H' ~ . 

10. fAA ._~t;:c.~_J~J~(~I), Do('s Llw u.~; 
(l x C C' S s f (j r' (l j g n cur r c' n c V 0 ( l. II (' 
and, i f S (I, lJ.I h d l a r r <'HI g (. TIl (, n l " 
rna d Q fur j t~, r f' },' a', (, 7 

OlAJrl 

C(luntr'y 
h a v (' b c· I' n 

PROGRAM WILL SUPPORT 
PRIVATE SECTOR DEVELOP
MENT AND WILL IMPROVE 
CAPACITY UTILIZATION 
OF ZAIRIAN MANUFACTORING 
INDUSTRIES. 

PROGRAM WILL ENCOURAGE 
U.S. EXPORTS OF RAW 
MATERIALS, SPARE PARTS 
AND CAPITAL EQUIPMENT. 

THE GOZ WILL CONTRIBUTE 
$15 MILLION GOZ - OWNED 
COUNTERPART FUNDS FOR 
LOCAL COSTS OF THE 
PROGRAM. 

NO 

II, fY __ J.~.~_2_B_r.pl~9[>riations Act Sf'(. S21, If 
ass 1. s tan c Q 'i 5 --~-ur-l- ~l ;;-'p-;':;-,(T,~;: t i 1:'-;'''--0 i' any N/ A 
commodity for E'xporl, is UlP cormlloel"ily 
likC'ly to be in surplus on IlJorld rnarkr>Ls 
at thE' i i m c' L Il (. r E' s u 1 tin 9 pro d LI C L j v (' 
capaciLy becolnc's operative, l~nd is such 
assisLancE' ]jkely La causE' subsLanlial 
injury La U,S, producC'rs or LIlI? ~;cllnc', 
S i mil i.i r 0 r c () HI pet i n g c 0 rIll n () di L y ? 

RES'\' A\lA1U\BlE OOCUN~tNl 
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1 1', I Y 1 ') B ') n 1·' P r' () ~' r' J d I 1 '.' r I '" n c I ~; I,'f '::> II') 

Wi]] thl' R~.~;j<.li-lI)(I· «(,Xtl'pl (Ilr pn.lIF',~rrl .. 
'in C:cH·ii.>h(',Hl flasin Illi liat iv(' (,1t1111 r']"" 
undl~r lI,~;.It1rjf" ~;(I'H'du](' tt~;('(lion BU'/," 

lAlhich "'I11IIIAIS r'(·cil.lc"ci LH'li f ~ un drl icll's 
ass e nil,ll e ci l'l h r' I) l'1 cI f r' u III 1I. ~3 . ' m d cI , . 
C u In pun (. n L ~;) b c' u~; (. d d i r I' ( t 1 Y I 0 FH'l.Il u r c' 
f t'l'l s j b i J I I Y ~,t lJ d ] I'~" P r'C' r C'l-l ~, j b j ] 'j L Y 
:; t u die> 5, (I r pro j I,' C l p r (I r i I (. S (I t P 01.1.' nl i" I 
inu('st.mE'nl :in, or t.o assisl lh(' 
E'slablishlncnl or faciltt:ies spc('if"ically 
des i 9 n (' cI r 0 r', l h (' m Cl n 1I r a ( l u r ~. (0 r E' x p (I r I 
lo l h C' U nil c' d S La l c S 0 r l 0 L h i r'd C u u n L r y 
markE:'ls in dJrc'cL cOlllpeLil'jfln lAlilh u,~;. 
e x po r t s, (I f I C' x IiI e s. t1 P P Cl r (' 1. roo t w e> t, r , 
handbRgs, flal goods (such l'lS w~l]~Ls or 
coin purses worn on lhe> p~rson), wurk 
9 1 (I v ('!. 0 r ] c' a L h c' r lAll"i-l r i n q a P p t'lt' c' 'J ') 

13 .F.A8.,. :>.e> ~,,11,~) (9) (4)- ,( 6 ),&,<1 0 ), Wl 11 Ill(' 
ass i 5 L Cl n (c' ( a) sup p (I r L L r ct i n j n q R II d 
education (,rfurl's whichilllprovl: I.h(' 
e a pac j t. y 0 ( r E' c j pi (' n L c 01.1 n I r' j f'~. l (I 

P r (l v l' n t 1 (I S!; (I f b j "I] (lIJ j C (i 1 d 'l v C' r s :i L Y ; 
( b) b c' p r' (J v:i d (' d 1I n d (. r a ] I) n q' L f" rill 
c]fJrC't'lnf'nt, in 1,l.lhich thc' rl'(:ipl('nL (OUI'll.rV 
a 9 r' e c' !, l (I P r (I L E' C L E:' C 1I ~, 1/ s L t=' III:, I) r cd h c' r 
1,1.11 1 d ] i f' (> h c,li:)] l. a I ~; ; ( c) S 1.1 P P l' r t (. I r u r' L '" 
t 0 i d f' n L 'j r II a nrl s LI r v (, 1/ E' C 0 ~, y s L ('ITI ~', :i n 
r e c i pic n L C I) un L r' i c' S IAIO r t h 1/ (I t' 
p r oL E' (' Li (I n ; (I r (cI) by (:-1 n II rI j r'l' (l (I r' 
i n d i r I: c Lin I.' i) n s s i <J 11 i t' i C l:\ nil y (:It.. q r • '\ d I~ 
naLiona] ptH'ks Ot' S'jmi 1ar pt(ILC'l tc:'d lH'l'I'l~' 
(I r in L r (I d u (C' C' x (I I 'j c p] d n I. ~~ I) r cHli Inii 1 " 
inLo such l:\rra~? 

1 4, FA A __ .. ~ (' ~, ) n ( d >. ' I ,- c1 ~,d 11 (. 1 p r u j I.' C l., has 
a dE'LerrnjndLilln I-wc'n iliad!, Lilt,t Lile husL 
go v ~ r rlln c nth a S d n (i de> qua tc> s y s l C' In r (I r 
aeeounlillCj (or' and conlro11'jn rj rl'((':ipL 
and cxpl:,nditur(~ (If proJcct funds (I,'ilhr·r 
do] ] a I~ S (I r ] n (t-ll (II r r (' n c y CJ (. n (, r l'I If' d 
Ul L' r c' " r' u Ill) I 

1 s. LX .J~_~9._8F?J.l.ro,pr.t0.~1~"_r1S Ae L, ] f 
assistance> is 10 he> lTiadc to a Ilnil"d 
Stales PUO (oLher lhan a eoop0rCllivc 
developillent orqanili-ltion), du('s il (lbl,~in 
all e a s l 20 pc' r c C' n L (I f :i t 5 t (l t a] ann u R 1 
funding ('or intc·rnat iona 1 c\c Livi t ic·s from 

BEST AVAILABLE DOCUMENT 

NO 

NO 

N/A 

N/A 



:' (I II r (' I'~; " I h l ' r' I II d : 1 L III' 1I nil 1'.1 ~ ; I. d I ,. 

CU~J l'r'111II"n I:' 

j(). J'Y )~.H~_Of~PTopr~~t)c!nsD_q.~)~·_e_. Sjl;{. II 
d ~; ~; i s I lHl (. C, i s 1:)I~ i n 13 I n l~-\ d (' i3 V ('11 1.~ b 1 l' I U I" 

P V ll. h cl S t. h rt I (I r q a II i 1 i'l tin n p r' 0 v :i d l' ci LI POll 

I ilnroly r'('quL'sl any doculnonL. I'llC'. ur 
r t' cor cl n c' e I' r. '; a r y L n L h (' a u d j l. 1 I) q 
rc'ql.d rC'lrll~nl 5 of A. r .0 .. And .i s thc' PVO 
r E' 9 i s If· r NI lAli \. h A.]. [) ? 

17. LY __ 19_89_ App ro prj~tio n5 .. 8 ct ~)(>c" S14 . 1 r 
fun d san' b c' i n 9 (l b 1 i 9 a L c' cl un d t' ran 
Ii p pro p ri a t- jon a c C 0 u n t I 0 IAI hi c h LllC' y tAil: r (. 
nol appropriaL~d. has prior approval of 
the Appropri.Ations COlnht1 t.t(>('s of Con(.~r ... ss 
bf'E'n ootfi j nNl? 

18. State Authorization Sc>c. 139 (;'1'; 
l'il-l-er-Fi rc'L-E:,d [,'y-c un f (:'r~ rIc (:. r c' po r L ) H a:, 
conrirtn(1tion oi" t.hQ dn\.Q oi" siqnlnq oi" 
t h (' P r () j C' (l. a I] n' ('IIIl' n L. inc] 1I din 9 L 1'1(' 
amount inuoluc'd. bc'c'n c .. '1hlc·d \.0 :_llal.l' 1./; 
anrl A.r.O. LEG wilhin 60 days of Lho 
aqrr'('lnc'nL IS c'nt.ry il'l\.o rorcl:' 1~li II, rc'spl,'( l 
tot h C' Un i t c' cI S taL P:', an cI h ii~, till.' f u'l 1 
Lox tor t h c, l'I CJ r' c' c' m co n L b C' c' I'l P (I LI C h c' cI I I) 
those sallll' ofl jCl'S? (Se'(' H':H1CIl,cII.lk L 
AppC'ndtx 0G for aqr00tnOnts (uv~r0d by 
l h -i S P r (I u i c, j 011) . 

£3. rUN [) 1 N G C R 1 1 un A f II R P IW J H: r 
.oR • ~_ • • 

1 . pc' us' J. c~p fll con LAs ~, i s l an C f' P t' (J J f' (t C r1 l ('.r] Ci 

d. Ly ..... 19.B':I_. npP!"oprj aLion~; (h.t. :"(1(. S48 
(dS inU't-prE'lE'd by COrtfE'rl"IH(' rr'p(lr'L 

r 0 r r) r' i q ina 1 t:' n r.l c I In c' n t) . 1 1 
as~,jsLiHlu' j.-. f(lr agr:icullllr'I,1 
d (' U l~ ] (I P III c' n L d C t i v i tit· S (~, p (. cit i I d 1 1 y , 
a n If tt·!', t ] n 9 (I r' b r co (' ej-j n (~ f ('(:~ ~~ j b i 1 'j I Y 
s t 1.I d y, U i.'I r' j (, I. Y i III P r' (I u L~ HI c' r I l. (I r 
i nlrocJuc L 1un. consul Lan( If, 
publjcation. conl'c'renlc', ur 
t r a i n i n 9 ), arE' sue h ':H L1 v :i li I:' S (a) 
S P (, C i ric " J 1 y a 11 d p r i n (. i p t1'1 1 If d c' '; i q n c' d 
to increase agricultural pxporLs oy 
Lhe host counLry Lo a country oLher 
than the UniLE'C1 SLaLE's. whl're the' 
(>xport would l(>ad to dircct. 

N/A 

N/A 

YES 

N/A 



b. 

c . 

ClIlI1JlI'11tlllfl ]1-1 Lhrlt Lhlr'd (.,unLr'y 

1~ll\h l'xPIJI"I~ 01 d silniLH' (Ulnlll()dlI.V 

gr'Clwn (or' prL'cll.Ic~·cJ in lh(' Unil.f'd 
St.atL·~;, and can LI"1(;' aetivitil's 
rt:'l-lsonably be L'XPC'( Lr·d lo (dUSV 

sub S L'I n t i ali n j u I" Y LoU.~). (' x pOl" L L' I" S 

of :1 S i m j ] a r' a 9 I" i c u 1 L lJ I" fll c 0 ITII n 0 cI i l Y ; 
or (b) in support of r05~arch Lhat is 
inlond('(1 pdlTldrily to b(·nd:it U.S. 
producL'rs? 

L8A_ ~~~.~ . ___ J_Q_< (Q}_ L..LU L _ J. L?_, __ .. ~.§JJ. ~ } . 
Describe extent La which activiLy 
will (a) effectively involve the poor 
in development by extending access La 
economy at local If'vel, increasing 
labor-inLensive production and Lh0 
use of appropriaLp technology, 
dispC'r~in~~ investment froln cities Lo 
small lOLAJns ami rut'al flrcfls. find 
insuring ll.lide parLicipc'lti.on of Lhc' 
poor in tho benefils of dpveloplTl0nL 
on a susta'lnC'd bd~is, u-;in l3 
appropri~tp U.S. insLiLutions; 
(b) hpIp devplop eoop0ralives, 
e s p (' cia 1 ] y by L ( .. c h n i c C'l] l1 ~; S j ~. L i;l n c (. , 
Loa s sis L r' LI I" a L 61 11 d u r' b d n p 0 (I I" \ 0 

he] p L h e III~; (. ] v t· :-. L (I war cJ a b c· L L f' I" 1 if,,· , 
and 0 t h C' riAl i 'J c· 0 n C I) U I" a q (. d c· In 0 (' I" a 1. i c 
privatE" ancl ]1"J(i'll 9(1v("rnflll'nLa-1 
ins tit LI Ii 0 n~;; (c) Sup p (l I" l 1_ Ill' 
S C' 1 r - he' ] P l' ( for l.; (J f cI f' v c· ] (I P j nc:) 

c (I u n L I" i C' s; ( d) P I" I) 1 n (I Le' L h (. 
p a I" t i ( i p a Li n nor LAI I) 1111 • I-I i n l h c' 

11 a I. i (I n ("'Ill' con I) I n i C· s (J f d I: v (. lop i n (J 
cOLlntr'i('s and Lhe' illlprovelll('nL or 
ll.lOlnenlS sLaLl.Is; and (c') ut-i.liz(:> dnd 
en C 0 U I" a 9 (. I" E' q i II n a] C (I I) P c' I" aLi n n by 
developing cOLlnl.ri~s. 

FAA Secs. ]03, 103A, lOll, ]OS...L. 1 0 6 • 
i iO~=-2-i;" . (y- -i9- 8-~'_-_-A-PP ropri a l~9_IJ~~'A_C_-~ 
ID.~·~~~~l9.p_n_IE· ~ l. -£" ~ -1J_c! __ t Q I" _ _8 tCl_f £lJ. Do (' ~-. 
lhe proj0ct fiL tho cril0ria for Lho 
sourcE' or funds (fune L:l(Jna] accounL) 
bl~in9 LlSC'(P 

d. FAA S,,·c. 107. Is elliphasis placed on 

THE PROGRAM WILL ASSIST 
IN FINANCIAL SECTOR 
DEVELOPMENT AND REFORM 
AND WILL THUS SUPPORT 
THE SELF-HELP EFFORTS 
OF ZAIRE. 

YES (DFA) 

u-s-e---C;P"apprc;pr'ialC' l(lchnolo c3Y N/A 
( I" E·l a li v C:' I y 5 Ilid -11 E' 1", cos L -- s a vi n ~~ , 

t)lS i AVAllA8LL 00CUiy~I:.l'i I 



I,~bllr' u~inq l. ·chno1cIlJ11'S Ih"L ',1r'l~ 

ql'nc'ri'd 1 y TIIllf, l i'lppropr'j a I c· r or t. hc' 
sinai 1 rarlns, Sill" 11 bu~,"irll:'ss('~~, dnd 
sma1] incoIIII'~; or Lho poor)? 

o . FA A Spes. 1 10. 124 (d). Wi IlL hi? 
r'E:'d,p-j>nl' coun'L'ry"pr'()vjcJr' liL ]"i:i~;l ~L) YES 
pI:r'cent of the costs 01- UlL~ prClI]rdlll, 
projecL. or aClivitv lAJilh rt'spc'cL lo 
l/oJ h i c h the> a s ~; i 5 I a n c l? i s I. 0 b I? 

furnished (or is Lho lall0r 
cosl,,-sharing requirc'lllc'nL bL'in(] lAldiv(,d 
for' a II r E' 1 n l i v c' 1 y ] c, C-I ~; l d (0 V C, ] I) P (' el lI 

counLr'y)? 

f. f"A"8 ... ,_~'-~,~,.:",,J_~~tt!.),. If Lho activity 

h. 

aU.('lnpts 1.0 incrpas(' the> YES 
ins l i I. u U n n n'] C li P a b i 1 i t. 'j (0 S (I r p ri val (-. 
or(,~anila\"ions or Lhp ~~ouC'rnlnl.'nL or 
l h c' c 0 U n t. r y. ~I r i f i I a l t ('ITI P l f. lo 
5 U In U 1 aLe 5 ci (, n Ii'" i c ,11'1(.1 

t e c h no] n ~~] ( a 1 r E' 5 f' i:i r r h. h a !, i I b (. c· n 
dc>si(]nc'd l'Ind IAli 11 it be· Inun; lorl.'d [I) 

ensure lhat Lho ulLimaLf' 
ben (, f i cia ric's d r Q t h (, P (I (I r Ina j uri L ~I ':' 

g. L8.A.~('f. 2 81{t!)· [}('qrH,(' 
L~ x t c' n t L (l II.I h i c h FH' I) IF' 0.1 III 

r (' ( 0 9 11 i II '~. L h (. P d r l j c u 1 n r' 
n (' (' d s. d (' sir l' s. a 11 cI (,.'1 P a () I 11' ':

of ltl,· P(·l'I·ljl· or thr' cUl.InLtlf. 

II I i 1 j LI,' S I hi' (LIl.I n L r '/ ' s 
ir tel1 ('Or I Ill'! j t'l":,(I\IY l l'~~ 1(, 
c' n c u u r' l11J I.' i ric., I i I II I i (I '1 i~ ] 

d I~ V co) (I P 11 \I . 1'1 I. l~ II cI S II P 1" (I r" l c, 

r i viI l' d I I (. d L i I) n "n d \ r'd "i n i il tJ 
ins k i ] 1 c, r f.' q l.Il r l'1 I r (I t· 
C'rrl'clivc' p.-irl-i\ ipeclion in 
91) v c' r n nI c' n La] p r' n C f· <, .; (' ~, 
,~ ~; ~; (, n I' .i i~ 1 I n ~; C' 1 r "q (I V (. r rl\ n: . II l . 

f':r' .. _J~"~(! Bpp.r()pr~jaUo!l~' ()~1 S('"~.:" S3(1. 
Are any of Lhc' runds Lo b(' u',;c'd '"(lr 
L h c' p co r r (I r' III c\ n c (. (I r abo r l i (J n ~, a~. i'l 

InoLhnd or fdllljly planning or III 
010 L j V d l", u r (I) c' r c (. any P (. r S 1I il UI 

practice> 3borttons? 

A f(' any (l r L h (' fun d c, l (I b (. u c, 0 cI t (I 
pay for the> pcrrorlnanco (If 

THE PROGRAM WILL WORK 
THROUGH EXISTING 
COMMERCIAL BANKING 
AND PRIVATE SECTOR 
INSTITUTIONS. 

NO 

involunli:lry sU'ri]izaL1on as a methoci NO 
of family planning or Lo coerCG or 
provide any financial incenLivo lo 
any person 1.0 undergo slcoriliLallons? 



(h'l' iH11j 01 till' I Llncl'; U' bl' ll"ol'd til 
P'1Y fur any blUlfI('dlCdl l"l'si'drch I~Jhil. II NO 

i, 

t'l~jal('~" in Lllhl,-Ie or in pi.1rl, In 

Iflc"Lhods 01. Ill" UlI' ppr'fOI"lnanCL~ (II', 
aborlions or' invo]unlary 
st.(.t'11izaliol'l as a Inl'ans 01 falflillj 
p 1 iUHI j n 9 ? 

t Y" L2,!:L~ _ 8 p p r <? p ~j !! tt<?,n.,?", Dc, ,t ' I s L h (, 
assisLance b0ing made aVrlilabJe Lo 
any organizi~liun or proqralll LlJh.ieh hi'l:; 
b C' c' n d (, U' r In in e d los LI P P I) r L (l r' 
par l i c:i pal c, i n L h P rTI a n a q l' fII I ' 11 Lor fI 

program of coercive abortion or 
involunLary sLprilizaLion? 

NO 

1 f ass 'j s t cl n c I? i s I' r' (l m L h l' PI) P LI 1,1 I j (l n 
f LI n c l ion a 1 a ( C (l1J n l. a r'l' i.1 n y 0 r t h (' 
funds 10 bc' l[ld(;!.:· ,1vdil.::lblL~ I (I N/A 
voJunliH'1J falllJly pJanninq pt'L,jl'( L'-
IIJ h i (h d I) n n t 0 I r c' r. I ' j l. h c' r cI i r' I' ( I ly 
o r Uw 0 u q h r c' f (' r r l" -I l (I (I r j n r (I r' ITI i:-I \ j I III 

a b u u t d C C t, :; '" I 0, ii b r LI ,'I d r'i;l. n q (. (I r 
fallliJv pJ'-:ll'lrlltll~ 1TII'lh(lc!s i,)nc! sl'r'v-j(I".'? 

j,f-AA S('C, ()())(I.') , WIll lIw pr't)jl'"L 
LlLilizl.' ((IIII~'I('I-Jl-lu,-, Sl,j(,C\-jl'rl 

pro((:qJurC's fur lhc' '1lAlardil'lq 1)1 

con l r a ( l~" (' x ( " p L I~J h f' r' l' a p P ] 'j ( i-l h 1 (, 
pr'(I(IH'I'I[l('rd, 1'1.11,'" It! 11'1.,: lIt.hl'rllJi'_,,~',) 

k, !,V,.l9§9 8ppropriaL](H;<, All Wildl 
Pi) r L i (I n (l r I hi" ,: ;,1 "' j~; I.' 1 I 1 . :, c' 

a v ld 1 a b'1 I' I) II J If r I) r' lH L ~j u j I 'J ,,~, (J r 
('conolrd call V lind ':;(If i ally 
dis ad U l' n L agl' cI I:' i', L c' r' p r- j S (,~, , 

hi s L (I r' 'j cal 1 ~I b 1 a c k L I) lie· (J (. S 1.'111 d 
LI n i v E' r' s i l. i c" '" C (J] 'I (, 9 (':' c'l n d 
LI n i v c' r sit 1(:~, h t3 V 1 n q Ct <, L LI cI C' n L b (I d yin 
which 1Tl000'(' lhan '10 pc'ru'nL of til(' 
stu d (. n I s d r (, 1-1 i spa n] c (\ In (. r' i c c\ n s, and 
prj vaL c' and v (I ] un La r y (I r' 9 ci nil i'l L j (In'; 

which arc' cunLrulh·d by individullls 
wh (J a r (' b 1 a c k A me ric t, n s, H j s P l-l n j c 
AI[lc'r'icans, or Nal-iv(' AUI('r'icans. I)r 
who arr econnmically or socially 
dis a d v (~n t a (J (. d (i n c 1 LI din q wo Inc' n ) '? 

BEST AVAILABLE DOCUMENT 

YES 

AID DIRECT CONTRACTS 
UNDER THE PROGRAM WILL 
BE COMPETED UNDER FULL 
AND OPEN COMPETITION 
AND GRAY AMENDMENT 
ELIGIBLE ORGANIZATIONS 
WILL BE ENCOURAGED TO 
APPLY. 

jJ3,x 



J I .8.A ~ I:' r ~ .1 1 ~ ( ~: ) . L h.ll· ~; 1 Ill' ii' ~ " i c. 1 1-1 n I I' 

comply IlJil.h L11l~ ('llvirunm('nLd 
proCE.dur('~, sd rorLIl inA J. [). 
r~ C' IJ U 1 a Ii u n 1 6 ? DoC's l h c' d S s i '-' t d IH (. 
pIdcf' ct hie]11 pr'jorlly on C(lns~·'r'vdli(111 

and sustatnabll~ manag('Ifll.'nl. of 
l r 0 pi (Cd ron'~' L s ? S P E'C j r i ( n 11 y, ci 0(' ~, 
L h (. a ~; sis t d n c (>, t. 0 l. h C' r 1.1 1 1 c· s L c' x l. l.' n L 
f e a sib 1 I" ( a) s l r f' S 5 l h C· i III P (I t' L ii n ( l' 
of conserving and susUdndbly 
managing roresL resourcps; (b) 
support actjvitiC's IAlhich offl'r 
em p loy nil' n 1. a n rl inc 0 TTl(' a] l (' r' n aLi v c' ';; L (I 
Lhose IAlho ol.hc'rI.llis(' Iklould causc' 
deslrucLion and loss of for~sLs, and 
help count ril's identify and ilflplpm('nL 
alll?rnaLivp~. Lo co]oni7jng ror('~;L(·d 

arpas; (c) support Lraininq 
prograrns, E'ciI.lCl"1t..ionct-j E'rrorLs, and 
Lhe C'sl'dblish!ne>nL or sLrC'neJLhl'ninq 01 
jnslit.uUnn~~ Lo imprOVE' rorC'sL 
manaCj('lflenl; (d) hplp (·nd dC'sl.rui 1 iv(' 
slash- and- burn agri eu] lurl.' by 
supporting stable> and prodl.lctiv0 
far' min 9 p r' a ( li ( c' S , ( (') h t' ] pe,) n ~,(' t V (, 
forl'sl.s Iklhich haVe> not y('l. LII'('n 

dl:'gracil'd by hr']pinq 1..0 incrl'a~;c' 
p r (I d IJ C t ion (I n 1 and sal r c' l' d y (h, a r (. cI 
or dE' 9 r' a cI~· d ; ( () con f, p r V (' ( 0 r E' S L (0(1 
IAlal:.(·rshc·d..:. and rc·habilil.aLc· Ll1o'.;(· 
w h j c h h a V (, b l' c' n ci c' ( (I r l'~' 1 I' (: , ( g ) 
5 LI P P 0 r L L r din j n ~~, r c· ~, I' a r 1_ "1, d n d I) t hi? r 
act i I) n~, IAI hi (h 1 (. a cI L (I S U c; I. id n <'I h J I' c3 n rI 
'norC' ('nvir'unlrionLalJy sound prt"'lCti l.(":; 

(01" LirlltH'r hlH'VI'~; Li nq, r'('lrlc.vl"l1, l'lllci 

pro <.: c' ~; ~; 'j n q ; ( h) Sup p (I r I. r c' S I.' M r (h I I) 

ex pan (J k n OIAI-] I~ d q C' (I r L r 0 p:1 ( a 1 ((i r c' s L c, 

,:\ n did (. n 1 i r y all c: r'rl i:d_ i v c' '-' lkl h i c h w ill 
pr('vc'nL r(lrl'~,L cif'sLrLlCL-iol1, Joss, ur' 
de!J r if! d ,-'\ I' jon; ( :i) C (J n ~; (' r' v (. b j (I 1 (i lJ j .- \1 1 
diversity in rorest ar~as by 
5 L\ P P (J r tin q (. flu r L s L 0 :i d c· n L i r y , 
establish, and mainLajn a 
repr'c's('ntat j vC' nc:Lwor'k of- proLI?c IJ·eI 
tropical for'psL E'cosy~,Lplw~ Oil a 
IlJO r 1 dlkdcl C' ba 5 i~;. by Ina k 1. nq UlI2' 
E'S tab] i 5 hml'n I. (if pr'o Lec teci ar~'C\s a 
condition of support (or activiti0s 
involving rorE'sL c1earancE' or 
deqradation, and by hplping 1.0 

N/A 



j d I' n I. j f V l. I" t I r' i ( cl'l ((I r' (' ~-, l I·' t. II '-. V '. l t, III' 

Ii n d ~ P P lip sin n l' C, d 01 p r' nit, C I 1 t) n , I , , d 
C' 5 tab 1 i s II i-lll cI \Tl t1 i n l i'\ j n H P P r' (l prj d l (. 
pro lJ· c l C' cI ,H' (' r.l S ; ( j) soc' k l' I 
in (' rea ~, (' L h c' aIAli'\ r' (' n l' ~,s 0 ( U.:; 
g 0 v l'" r rll n C' n t a q (' n c j e san dol. h t' r don 0 r s 
of Lh(' imlll('chate and lonq--i.r'rJII vi:ilur: 
or trupical forc'sts; and (k)/ulilil(1 
t h c' r E' sou r ( l' ~-, and a h j 1 i L i (. ~. cd a] 1 
relevant U.S. yovernmonl agencjps? 

m , L8._8 __ ~g~.~. __ .l)_~CnJJ D . If the' 
assistance> lAli 1 1 supporL a prOlJrl~ln ur 
pro J eeL s j 9 n j ric a n l] Y a f r E' ( Lin 9 
tropical for'esls (includinq projl:'cLs 
involving the' planting or exotic 

n. 

p 1 ant s poe i e s ), IAIi] 1 L h e pro <] ram (; r 
project (a) bo based upon car~fu] 
analysis of tho alLernaLlves 
availab]p lo achieve thp besL 
sustainablc· use of Lhe· lanel, dnd 
(b)/take fun accounL of til(' 
C'nviroJlJnc'nLi,l iiTlpac Ls of' t.hl· ~H'opusl.'d 
act i v j l. i 1" c, (l 11 b j 0 ] (l 9 :i c i:\ 1 cI j U (, r s i L Y ? 

Lf\A.. _ ~ .(' c_~. 11 B (c J (1 4). W i J'I ,'1 ~; S j ~, L a II ( (, 

be' usC'd for (t3) lhe' procure'lIlt·nL or' 
use (I f 1 I) q lJ i I'll] l' q u :.i pin l' n I. LI n 1 (0 S S ci n 
e n vir (I n m l' n L (1 -I l'I c, s (' ~, S II 1(' n l 1 n d 1 ( i; L (, ~. 

thclt 01] I-ilnlic'r har'v('stinq upc'ral.l(IIl':. 
jnvolved lAd-II l.r· conclutlt·cl ]II ii"~ 

(>nuironrnc'nl d 11 V ~;uulld III.1nnt·l~ (1nd IIl,:l1 
t h c' pro P (l S C, cI a c L i u i \ Y w j -; I pro clu ( I' 
pn~;j \. i ue> l'c(tnolfli c b(·nc·fi L~; "IIIC; 

S LI 5 t a ina h ] (. (0 I" (' S L 1TIi'l. n cHJ ('!fit· 1', I, 

sysLC'lns; ur (b) aclions IlJh]ch IAl1lt 
s j 9 n j ( i ( drl L 1 Y d (' q r' a cI c' n 1:-1 I i r I n i-l 1 PM' k ~. 
or silnilar prot.l'ct('d are'i.'1S IAlhlCh 
con t a i n t r 0 p j C i't -I for c' s L s. (I r' 
i n L r I) d LI C c· (, X 0 t -j c p 1 a 11 L s t) r ,'I n i HI dIs 
inLo such ar'PfI:,? 

o . fB.A ___ ?~·c_: __ JJ.!3. U }t! 2} . W] 11 ass is l IHll c' 
b E' U S (' cI for' (a) a c i:i v :i U I' S lAl h:i c h 

NO 

would result in Lho conversion or NO 
foresL ]onds Lo the r0aring or 
liv(osLock; (b) the conslruction, 
upgrading, or mainLenance of roads 
( inc 1 u din q L l' Ifl P 0 r a r' y h a u 1 r 0 ads r (l r 
logging or oLher exLracLiv0 
indusLric's) which pass Lhrouqh 
reJatively undegradecl foresL lands; 

BEST AVAILABLE DOCUMENT 

N/A 



( c) I. II L' ((l 1 (I n 1 l ii \. ion (I f" for \.' ~,L 1 a n ch ; 
or (d) thp construclion of dams or 
o L h (, rIAl a L (, r' con t r 0 1 s t r u c I. u r (' s l~ hie h 
flood relriliv('ly undegradf'd fores\. 
Jands, unl('ss lAJiLh respe>ct. to 1~(Hh 
such t~(tivity an E'nvironHlvnLal 
Ilssl:-ssmC'rlt indicatC's thal Lhe> 
acLivity will contribuLr 
significantly and dirC'ctly La 
improving the liv~lihood of the rural 
poor and will be conducted in an 
environmentally sound mann('r which 
supports sustainablC' developmE'nl? 

p . f. Y... __ !.~~._..B_P2! qJ~.r:..t~.ti..Q_ Q..?._.B_cJ_ . I f 
assistancC' will come from the 
Sub-Saharan Africa Dn accounL, is il. 
(a) to bC' usc'd 10 hC'lp t.he> poor 
majorily in Sub- Saharan Arrica 
thr'ouqh d procc'ss of long ·-L(·rm 
develorm~nL and economic growth thaI. 
is equitablc', parli(ipal(lr~/, 

environHlonlrilly suslainablp, and 
self-reliant; (b) being provided in 
accordance wilh th0 pujici P 5 

con t ii i n L' d j n s c' c t ion 1 0 2 0 r L h Q F A A ; 
( c) b (, j n 9 p r' 0 v idE' d, lAl h (, nco n i ~, t E' n I 
lAlith lhe objeclives of such 
assislance, through African, United 
States and olher PUOs thaL have 
d I~ m 0 n ~. l r a U' cl e r f l:' <. l i v (' n (' s sin t h ( , 
promotion of local grassroots 
a c ti v j til:' son bE' hal for 1 n n q - U' rIll 
dc:vQloplnc'ntin Sub-Sahar'un Arricci; 
( d) b (. i n q u 5 (' cI l n h (' 1 p 0 v c· reo III C· 

s h 0 r t c' r - U' r Inc 0 n s L r a i n LsI. 0 1 I) n13 -- I E' r In 
deve]opml-nL, to promoLr-' rt·forlTl of 
soctori'll (>conoJrlic policiC's, lo 
supporL the criLical 50ctor 
priuril.jps of agricullural production 
ancl nalural rOSOLIrCE'~', hf-alLh, 
vol u n 1_ ci r y f,~ rn i 1 y p ] ann i n q ~,c· r vic c' s , 
e d lJ cali n n, and inc 0 rn E' 9 C' n (I r EI Lin 9 
(I P P 0 r' tun i t: i (. S, Lob r' j n (J a b (I 1.I L 
a p pro p r i e U- s c' c Lor a 1 r c;,. 5 L r LI c L u r j n q 0 r 
the Sub--~)ahar'an Africdn ('(onoillic-s, to 
Sup p 0 r't ref 0 r III in P LI b 1 i c 
adlTlinisLration and finances and Lo 
estab1ish a favorablp environmenL for 
individual ent.erprise and 
self-sustainjnq dE'veloprnC'nL, and to 
take into account, in assisled policy 

YES 



n·1 Or'III~;, lhl' Ilvl·d to pnd ('( l 
v 1.11 1'1 L' r' a b J e q r' 0 U p~;; ( (') b I' j n q lJ S c·d l. I) 
i n e. r 1;-' d !; l' a q r':i I" l.I J L l.I r a -I p r' 0 cI LI C L -j (I n i n 
IAJays Lh"tl_ pn)\ PC land r'C's 10rL~ the.· 
n a l. l.I r a] r c' S (J U t' (l' bas (', E' ~; pC' e. i'-'ll 1 y 
food pr'odl.lc\jnn, Lo IIIi'linlidn t'lnd 
iniprOVl' ba~-.j( Lr'ansporLi~liun and 
':IJlfllnlJnication nc>L\JJorks, Lo mainl_ain 
and rl'slorr lhc' rE'nelAlt~b]p nalural 
rpSOIH'ce base in ways that. incrc>asc' 
a 9 ric ul t u r a] p r' 0 d u c l ion, to imp r 0 v E' 
h (' a 1 t h con diU 0 n S lAd L h s p (~ ci a 1 
emphasis on ml~E'Ljng thc· hC'a]th nt::'C'ds 
of mothers and chi] drc·n, inc ludinq 
the establishmenl of self-sustaining 
primary h(>alth carl? systems that give 
pdoriLy to prE'ventivc' carl", to 
provide increasod acc('ss lo voluntary 
family planning sE'rviCE's, to improvE' 
basic lit.eracy and Inalhc'Inal icc; 
e s p e ( j all y t (I l h 0 S c, 0 u t sid E' t h (, 
f"or'mal (>ducaLjonal systc'rn and Lo 
improvc' prinlary education, and to 
deve] op i ncomC' -cj('nC'ra ling 
opportunitj"s for thC' unernployc'c/ and 
undl'rc'rnploypd in ur'ban lind rur,'d 
ar('as? 

q. f. t._ .1..2~.~ __ £!pPr.QPt"~ ~_~t.9.f1_~_ Act _~~'~ ~ __ ?.1?_. 
If dcob/r('ob authoriLy is sought to 
be exercised in the provision or OA 
ass .i s l. a n c (', cU' Q t h Q r u 1'1 d s b I' .i n g 
ob]igi.'lli:,d for LhE' sarn(' gc'n('rl11 
purp05C', lind for counLrjes wiLhin the 
s a TIl e 9 c' n c' r d ] r (, 9 ion a~, 0 r' i gin a] 1 y 
I) b] i l) a L c' d, (, n d h a v c' L h (' 
Approprii-_il.-j(,n':. CorrilniLlJ'l':, or both 
Ii 0 u S (' S I) r C (I n 9 r (' s s b C' c' n p r (I p I: r] y 
notified'l 

S C ( 3) - S rAN DAR l) I I E M Clit C K L 1 S I 

List.c.d below arC' lhe· statutory itelrts which 
n6rmally will be covered routinr]y in those 
provisions of an assistance agroernrnt dealing 
with its implemrnlaLi(ln. or covered in the 
a(jrC>t'ment by imposing limi\.s on cc·rtain uses of 
funds. 

These items are arranged under lhe 9~neral 
h () ad i n 9 S 0 f (A) r roc urI? m I? n l, (F.l) Con s L r u c til) n • 
and (C) Other Restriclions. 

BEST AVAILABLE DOCUMENT 

N/A 
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A . p R.c)~U RJ .. Mt::N r 

1. LAA_ .. ~_~_~.,._9Q~.ti?'>_. Art:'" lhl"'rco arrangL"'HlPnl c, 

Lop I:> r IlIi t u. S. .,; rn a 11 b u 51 n e S s L 0 

par U ( i p a U' I? q LI i lab 1 yin Llw fur n ish 1 n 9 
of cOlnlnoditi(>s and sl:>ru"iC('s rinl'lllcl:.>d':' 

2. L~,I3.._~ff~_2Q.lHi?l.. Wil] all pr'ocLlr('ITIE'nL b(' 
fro m l h (> U. S. (> x C (> pta soL h p rJ~1 i s C' 

dl?Lermined by lhE' PrE'sid,,"'nL or dE'LE'rlll'in(~d 

under delegat.lon froln him? 

3 . E.~_~_,~£s. ! .. _.f? Q.1,CQ ), . I f l hE' C 0 (I P (. r a L j n 9 
country discrirninaLes against marino 
ins u r i:l n U· C (I HI pall i E' S a 1.I tho r i 7 I,' d loci 0 

businpss in thl? U.S .. ,~lill cUlrllnodi.ties bl;' 
insured in LhE' UniLpd StaL0S against 
In a r' i n (' r' i s k lAJi l h ~; u c h a (I) In pall V .~ 

4 . f A_~ .. _ .. ?,~~ ~ ... _6 Q~J ~_L ___ .~~Q~:.8 .. ~~LJ 9.~ Q?'. L'. ~ . 
"?.9,.~.Ca), . I r non .. U . S. P r (J cur I? rn (' n tor 
agricl.lJ Lural COfflrflod1 lV or prociuc L Lhc'rf'ur 
.i s to be r t nan C c' d. i S Ul (> t c' p r' (I v i~; i un 
against such pr'ocurt'rrrc'nl wh('n lhe 
dOlllr'slic price of ~;u(h (ulmnodiLy is l("~s 

lhan parity? Uxcf'pLjon lAJlwrf' cUlflinodiLy 
f' ina n c c· d c 0 u 1 d not r c' d S (I nab 1 II b I~ pro C LI r (. d 
in U.S.) 

S. f~8,8_ ... S.€.~ ._~0!t{92. Will ((lllslrucl'ion or 
c· n gin (' e r' i n g 5 (:> r u i c (' S b C' P r' U ( U r' C, d r ruin 
fir rn s 0 r a d van c e d cI (, V (' J (J pin q C (I U n l r i (. S 

l,ljhich i.'1re oLhc·rwi'.,f:' ,)11q1l:de undc·r reid.:' 
941 and whiclt hav(' al ti'lin('cI tl cOlTlpE'L'iliu(' 
capabiJiLy in iIlLc·rnat.iulli"d rndrkc'Ls in 
onE' 0 f L h E' ~,c' a r (. a ~, ? ( 1:. x ( E' P L ion r (I r L h 0 S f' 

C (I LI n L r i (' S w hi C h r (. c pi v (, d -L r c' c L (' C I) n I lin i C 

ass is La 11 C E' unci (. r 1.. h C' r- A () an cI p (. rill i L 
U niL c' d ~3 t a\:(' s fir r n s L 0 C I) In p (> l. I:> r (I r 
consLruction or engineering s0rvicps 
fin a n c C' d r r' 0 In ass i s tan c C' p r' (I g r a In 5 0 i' 
1.. h (> S c· C 0 u n L r' i C'~, . ) 

6. FAA ~,('~,..:._..c)O}.' Is thc' ~;hippinq C'xclucic·d 
from cOHlpJ'iance lAJilh l..he rE'quirE·nrC'nl. in 
spction 901(b) of lhf:' Morchant Marino AcL 
of 1936. as arn('ndE'Cl, LhaL at leasL 
SO percent of lh(> gross Lonnage or 
commodiliP5 (compuLed s0paraLely for dry 
bulk carriprs, dry cargo JinC'r's, and 

YES 

YES 

N/A 

YES 

NO 

NO 



liH1kt"r ~,) I] Ilrlfl( I'ci Slid II bl' L r'dI1~,p(lt [I'l: II:' 

p r' j Vi, [ l'l V (11~Jrl (' d IJ. ~j, t] L'\l3 (ull1llll' r l 1 d I 
V I' f, S f' J s l (I l h (' t, X Lpn L s u (' h V I' S S I' ]" t'l r' l' 
a V rI 1 J .::l b Il~ d 1 r "d r (:11'1 d r Ie' a S lH I Ii b Il' r' ,;\ L .:, '-' ) 

'/. In() ?e(,.621(a.), If INhnica1 a',c;j.:;LfHICi' 
i~; lin a n c (' d, IAI 1 ] 1 ~; II C h n .~~, i ~; L d n (C' 1.1 c' 
fur' n i :' h l' d b y p r' j V a U' E" n l t' r p t· j ~; l' 0 n t~ 

c u n I r' iH L b i:1 ~; i s 1 0 l. h C' r 1.1 11 l' ~; l C' x l. c' n L 
praclicablr? Will thE" facililios and 
r('sourcps of olhor F0dC'ra] agonci0s he 
ut.ilizl-'cI, whl~n th<'y tH't' par·Ljcl.Ilflr·]y 
sUltabl(l, nnl cOlllpc>l.itiv(' IAlilh pr'lvc''1l.c' 
(' n t E' r p rj s c'. a rt d m a ell:' a V ail a b 1 I:' W j l. h (l U l 
un d u l~ in l (I r f C' r l' n c l~ IAIi l h d U inC' 5 I. i ( pro 9 r a 1ft s ? 

8, In.t~.~!,:,.n.~~.~~~n~] .. A~trJ r?n?pqtt~ti(llJ. h~J.r. 
~;.qlT!P(l_ t :if tv c. .. p r ~ (.ti ~.P? A ( t., .. 19 7 4. ' I t air 
transportation of persons or properLy is 
r i. nan c c'd (I n (.l r' d n t b d S i '.'. IAI i J 1 U. S . 
( a r' ric' r S b l' usc' d I. () 1.. h (' ~, x l. c' n l s u C h 
sC'rvico is aVRilablp? 

9 . y Y .. l.?~? __ 8.p p r ~ Pt i ~ 1:.i I) ~ s . 8 ~ t. .S (' C, so 11 , 1 f 
t h (l LJ, S, G (I V c' r' n I fI (' n tis a p d r l. y l. I) l~ 

( 0 n 1.. r a (1.. for p r (I ( U r ('IlI(' n L. d (Ie S t h c' 
c u n L rae t ((I n t i~ ina p r I) v i. s i (I n i'ILl I. h (I r iIi n q 
LE'r'rninatinn of such CUnlri.HI. r'or the' 
con v l' n i e n c ('of L h C' U n j L (' d ~) I d L I' S ? 

1 0, LY. 1 ~)B ~ . 8 PJ~ r 0 p ri a t i ~ !1 s fi ~ t,S C' c, .? 2 ~ . 1 ( 
a ~; s j s L d n c. e i s r (I r ((I n <; l.I 1 l. j Ii q '.; 1-' r' vic (l 
thr'ouqh prulurC'lIlcnL cunlracl rur'sul~11L L(I 
S U, ~1 . C. 3 109. dr' C' C 1I n l. r' a (L I.' X pc' n d 1. L u r I~ '" 
a rn a llJ' r (j r pub Li c r l' c n r' d a II cI l~ van a b'l (, 
1- 1I r' pub 1 j ( 1 n ~, p (' eli I) n (u n ] c' ~, '.) (I L h '" r'I' I i ~,c, 

providc'd by latAl or E:.X('CUl]lJ(' or'ciE'r)? 

n. CONSrRUCllON 

YES 

YES 

YES 

YES 

1. f.A,8_.S.€' .. ~.:. ~qJJ<;lJ. 1 r (api tal (E',.9,:. 
( 0 n 5 l. r u ( I' ion) p r () j C' ( t. IAI i J 1 u. s , 
engineering ~nd professional srrvicps be N/A 
usc'd? 

2, L8.e.. .. ~~_c., .. ~.UJs:}, Ir contra.cts ror 
( OilS t rue t jon arC' Lob C' r ina n ( C' d. lAli 1 .1 
they be let on a (ornpC'tilivC' basis lo N/A 
maxi.mum C'xtC'nt practicable? 

If ror (onstruction of 
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p r' II d 1.I ell lJ I' (. I' I, I.' r' p t' 1 ~, ", IAI i I I d q '11" (. q Ii I (. 
va lu c· 0 r as';:i s Lan C I) L (I b (' r lit' n'j s hI:' d l\ Ii N/ A 
thl' 1I,~), not (·xu·c'·d $100 milLion «('Xil'pl 
for' pro cI u c L 'j vee n L (. r p r i s f' :' i n ~ 9 Y fJ L L II Ii 1 
\AI C' r' (' d I' ~; cr' i b c' din \. h C' C r), I) r II II (, S 

assislance hElvc' lhl' exprc'S:, approvl~'1 of 
Con cJ r (' ~; S ? 

1. f.A,.~_,~~f_,_J)?(b). If dl:>v I::>loprnc'nt. lOdn 
rE'payab]r' in cfol1ars, is ]lIit'r'('sl rot-t' l~l N/A 
lC'ast 2 percent p~r annum during a grdce 
period which is nol lo exceed Lpn years, 
and i~ tIp i:l s L 3 p c' r' C c' n l p c' r t1 n n lJ In 

t. h (' rea f U, r' ? 

2 . [ (t8 __ !?,~S'" 3 0 !,( cI), 1 f fun cI i ~~, E' ~, L a h I i c, 111.' ( ! 
sol (> 1 y by LJ,~), COil I rib u t j 1I n~; .HI d N/ A 
adrninislr·t'C'rI by Eln jntprnnL'inn~] 
o r 9 a n 'i 1 a t j () n, d (I c·~) C U HI P I. r u I 1 c' r ( ~ (' n I ' r' ."1 I 
have audil r')qhLs? 

3 . ,~,~ ,A ... ,~C' C '" 6 .2 Q'< h). DOd r-r u n q I.' In (. n I s (. x 1 S I. 

lo ins LI r e L hEll Un j L c' cI S l a l c' <, for t' j q n l~ J d 
:is not, u~;r·d jn a lfIiH1rll'r which, COIlLt',H'Y YES 
lot h co b (' ~; I. :i n i. I:' r to c; L s c' r l h t' 1I n 'I \. ('(I 
~Jtat.c's, pr'olllo\.l'·S ur dSSjSI.~; I. I'll' l"or'l·iqn 
aid pro j (' ( L~, (J r' EI c L ] v j I 'I (, c; (I r' L h c' 
C 0 Hlln u n i s t- \:l ] (I ceo u n L r' j t· S ) 

II , Wi 1"1 a r ran ~~ c' nil' n L~, P r (, ( ] u d I' LI ,; (' u' 
I"i ndne j n(]: 

a , f..B 8 _ .. ?_(;~i ,_ J 9 ~._U), ; .. .t ,( ___ .!"2~ 9 
(l_p'pr..Q.P r..i.l~.t j o!1 S .,A ~_t~"~_c 5" S 2 ?-'... ~ 3J) . YES 
(1) 10 Pl'lY for perfOrlllf:HHE' or 
abo r t: ion s c1 ~; a I n If l II 0 d (I f I" d uri 1 Y 
P 1 ann) n 9 0 r L (i rn I) L i v C't L ('. 0 t' ((I p r c E' 

p (> r' son S lop r' u C tic (' a bur I. j () n s; (2) I. I) 
pay for pC'r'forllldnce or invo]unliHI/ 
slc'riJi zat:ion ElS ITIc·l.h(ld of f,·uni ly 
p 1 ann i n 9, 0 r l (I cop r C l' (I r pro v j d (' 
fin a n cia li n C (. 1'1 t i v (' L 0 i:l n y pc' r S I) n 1- (I 

undf?rgo sLc'r·jUzaLion; (3) to pc'ly f(lr' 
any b i (II n E' d j C i'll r'(' S (' arc h IIJ hi ( '" 
reI a Lt· 5, i n lAl h 0 '1 (. 0 r par L, l 0 rrI (' L h (I cI s 
o r l h E' P C' r' r 0 r' I nan CE'O f a bur I. i (I n S (l r 
in vol un l a t' y s le' r i ] i z a li (I n s a 5 a ml' an:, 
of family p]anning; or (4) t.o 'lobby 
for' abo r li (I n ? 
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b. LAA S(·c: .. 4B:l. 10 1I"11<1~ r' .. )ilnbLlr·JI~' 
nt<'nLs, in till:' for'lIl or Cii~h pl'IYllil'nLc., 
Lop Q r Sui I~; IAI h 0 ~; Q 1 I 1 j c j t. d r II 9 c r (I P ':\ 
a r (. E' r a ell C i~ L (. cI " 

c. FAA ... S(·c ..... 62P(g). 10 (UlnpC'il~;(lLC' 
owners for exproprialf'cI or' 
national j I(,d propc'rLy, C'xct'pL 1.0 
cornpE'nsale forc·ign naLionals in 
ace t'l r dan c (> IAIl t hal and r' (> for' In pro q r d In 

cerlifi,:·d by lh(' Presid,.·nt? 

d. FAA Soc. 660. To prouidp t.raining, 
advicf', or any financial support for 
police', prisons, or ot.hc·r law 
enforcpml'nL forc~s, excepl for 
narcot'ics pro9rdln~)? 

e. £.8.B ..... ~~.~ ..... oo2. For CIA iHl.'ivitir c
,? 

f . LA.!!..? c' c.' .J1.3_().( i). For pur' c 1'1 a 5 C', '.:i d ll~ , 
1 (I n 9 - l E' nn 1 c' a S I', C, X c han 9 c' (I r ~~ u a ran L y 
of L h C' sal (, (I r Ino tor v E' h i ( !C. ~; 
rna n u f (i C t U r (, cJ 0 1.I t sid E' 1I. S ., l.l n 1 (. s 5 L~ 
IJJa i v (, r i~; (I h La ill (. d ? 

q. I:Y ).~.~.28'ppropr.ii~U.Qns .. A_q. ~E'c. ... ~03. 
r u pay p (, n S 1 0 n 5, d n n u i. ~ j t· s , 
ret.irempnL pay, or acijusLed s0rvjt~ 
cOlnpc'nsal illn for prior IJr cLlrr'I,'nL 
nd liUH'Y pl'r'sunnc'J? 

h . FY . .19..?? A p P rg P r] ~.~ to I'!.s () C L ~)\' c.: ... SO S . 
Top a y 1I. N a ~; 5 f' S ~, n IV n I ~~, iH' r (. a r a ~F' s 
or du ('~ .... 

i FY.J~.~.2 A.ppr.qpr:}C:l~)gl!s. ~.c~._s.('.c.:. SOo. 
Toe d r r Ij (I U L P r (I v i ~; ion S 0 f F A A 
SeCU(ln 20l)(ci) (Lransfcr of ~A{) funds 
to mulllLih'r'al or(Jdni/al iOlls for 
lending)? 

j. f..LJ ~_~9. .. B.2P r () p.r. i . a.l. t o. .. ~?. A ~_~ .9? ~ .'._ 2 10 . 
To Financ(' LI1(' ('xport of l'luclC'ar 
equipmt'nt, fLIP], or lE'chno]ogy? 

k. EY.J9jl~ __ qppr.:()pr')aJt()I'!!; .AcL.Ses.~ S11. 
for lh0 purpose of aiding Lile efforLs 
of Lh(· guv('r'nlnent of such counLry 1.0 
repre~.s Lhc· legilirndle righLs or lhc' 
population of such cOLlnl.ry contrary 
lo thp UnivprsaJ DC'claralion of Human 
R i. q h I. s ') 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 
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1. ty 1~8i} I)'p,pr:'op_r~~~~ons nq~('~. ~If', 
State> Author'ilation ~)('c. laC). 10 be> YES 
u's l: d 'f' 6 r: p l.i b n c i Cy (l r' p r' 0 p l~~l d 11 cI d 

pur p 0 ~, (' S d C' ~; i q rlC'd I 0 ~ u p pur L 0: 1 r' 
defeat lpgislalion pending bo(or0 
Congrc!;s, to inrll.le>ncl~ in "nil IAlay the> 
oUlcome of a political p]pclion in 
the Unite>d Stat.('s, or Cor iHly 

publicity or propaganda purpos0s noL 
authoriz('d by Congre>ss? 

5 , r.Y.. . __ l2 8 9_,_B_p. p r. Q f.> r1. ~.t ,t~D.s ,._A,c.1 ..... ~ ~.~ '.. S 8 II . 
Will any A.I.D, cont.ract and YES 
solicitation, and subcontract. E'nLE'rNI 
into under such contract, include> a 
clause rE'qujrin~~ lhat U.S. madnl' 
insurance> cornpanic's haVe> a rair 
o p po r tun i l Y lob i cI for rna r j n c, ins II r i~ n ( l-' 
when such insurance> is necessary ur 
appropriaLe? 

3(A)2 - NONPrWJlCl AS~)l~IANcr CHI C:Kll~1 

Tho criteria listpd in Part n ar~ rlpp1icahlC' 
generally to ~nA funds, and should bo used 
i r r (' 5 pc c t i V c 0 f the> p r (II] r' a In t 5 1'1.1 n din ~~ ~; U l.I r c (' . 
In Part B a dislincLion is made bc'lulf'c'n Lhc' 
c r i t e r' i a a p p 1 'i cab] (l I 0 f ( 0 n 0 Hli c ~) 1.1 P P 0 r' L r U lid 

ass is Lan c Ii:' l~ n d l h (, C r j LE' ria a p p] i ( i-\ h J F' L (I 
[l e> V (' lop In (' n t: As!; i s t. a n c 1~ . S (l 1 c' c \ i U il (l t l. h C' 

c ritE, ria wi] J d (' P E' n cI 0 Ii t h (' fun din q S (II; rt t.' (0 r 
I.h(' progrdln. 

CROSS RI:.I LRLNCI:.S: IS r. 0 U N 1 RYe H L C K L 1 ~;I LIP 
1'0 DA I L? H()S~) r ANU(HW 
I1EM CHLCKlTSI Bl~N 

REVll.Wl:.ll? 

1 .LY __ J~_8?""8pE.Jr~QP~,:i,~.u,,or.l~ ,.,A .. c.t~,S('~ : .. ,~) 2 3,;, 
F A A Sec. 634 A . De> 5 c rib t' h oul 
a-Lit li-o'r"Li;1i''{o'n a nd a p p r'o p r' j a \- it) n s 
commiltc0s or Senate and House have 
been or wi1] be> notified conc0rning 
t.hE" projE'ct.. 
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,) , F A () : j I.' C, 11 1 l( a) (? ) I I I II r t I'll' r 
]('qjsldlil)(' iiI 1111Ili'-. rl'qulrl,d LAJllhln N/A 
r (' lip i c' n L ((I u n t. r V, IAI h;'I l. 1 S b ,) 5 j S r 1,1 r 
r L' i'l 5 (I n a bJ I' c' x r l' (" I ill 1 (I n III d I ~; l.I (h c1 ( \ 1'1 n 
IAlill he' c(lirlplcl.(;'d 1n tllnC' tu pC'r'lIlIL 
o r d (. r ] V n ( c (1111 P I i c; h 1111 ' II L II r p u q) (I ~,c' I) ( l 11(' 
assi~; t dnc,~ ~ 

3 . r· A A S (I c, 209, J sac; 5 j s L fI n cr' 1lI11 r (' .... - ... ," ... - _.. - .... 
(I r r i (" i (' n I J y and c f r (> c I i v l~ 1 y p r' 0 v i d (. d 
lhrough r0gjon~J or mulLilfiloral 
u r' 9 ani 7 a t j ('l n s ? 1 r c; 0, IAl h Y j~; d ~; ~; i 5 L i:'t n L (' 

nol so providod? ]n(orlllaLion i~ncl 
con c 1 us ion son IAl h C' 1-. he:> r Ii 5 ~;i s I ii n C (I IAI 1 1 1 
encouragv d('v(']oping cOLlnlrjl"~' Lo 
c 0 (I P (I r a I. L' i n r' C' g ion Ii 1 d (. V (1 1 U PI rI (. n L 
progrnlTls , 

'1. f.8,It,,~.€.~,,_,.~OJ.tCl), InforlildLil.l1I c1ncl 
con r 1 u !; ion s I) n IAl h (' t. h (' r a~; si '.; l d n C (' IAI 1 I .1 
encouragc' efforts o( the counlry Lo' 
( a ) j n c ;., (' a !; (I t 1'1 C' I· 1 OIAl 0 f j n t c' r 11 i'l I ion (3 1 
t. r a d L'; (b) f 0 s L E' r prj v l~ Lt, j rl j l :i ii L j v c' c1 n cI 
c (I rn p (I I j t ion; (c) (, nco u r' a 9 (I d c' V (. 1 (I P \Ill' n I 
and use of cooperaLivE'c;, credil un]l)n~, 

and savings and loan associiiliuns; 
(d) discourcl9E' monopolisU( pracLiCf'~" 
(Q) improve:> \.('chnic;;tl 1:>1 f"iciC'IlCY or 
indust.ry, aqriculLur(·', nnd COIllIIIC'r«("; iHld 

( f ) s l r e:> II <J t h (' n f r c' I~ 1 abo r u 11 i u n s , 

5. t.8.A __ ?,('.~ ,_ ,_~OL(I;l), J nr I)r'lIld II rill l~nd 
con (" 1 u s jon son h (lIAl a~; s 1 c; l d n (' I:' IAll II 
en c 0 u r' a 9 c' LI, S, prj val ro L r li d,' an cI 
inv('s\'rnc'nL 8broad dnd ('llcuur'aqL' priu(.ll' 
U , S, par L i ( :i pal i I) n j II ((I r (' i gil n~; s j s Lan c (, 
pro <.3 r a rn s (i n (' 1 u din q lEd' I) I p r' i va U' L r l~ clc' 
c han n l' 1 san d L h L' S c' r v 1 U, '. (I ( LI, S, p r' i v lil (. 
(. n t (. r' p r' j s (') , 

NO 

PROGRAM WILL SUPPORT 
PRIVATE SECTOR DEVELOP
MENT AND WILL IMPROVE 
CAPACITY UTILIZATION 
OF ZAIRIAN MANUFACTURING 
INDUSTRIES. 

PROGRAM WILL ENCOURAGE 
U.S. EXPORTS. 

6, f8_0_".?',~~,~~: 61.?(bt, 6~6{h);. fX. 198~ 
A,ppr:qpr)Cl.ti.ons l\ct .. Sc'cs,.Sl1'l,. 5,9 9 , N/A 
D('scribe sLeps I.ak('n Lo assurL' LhaL, lo 
the:> lTIaXilnUIll ('>xU'nL p(l~;sibl(', f"orl·ign 
currc'ncif's ownpcl by lhe lI,~; arp ulilizpci 
i n 1 i (' U I) f d 01 1 a r s l 0 III (' (. L L h c' cos t I) r 
cont.racLual and oLher s0rvi(pc;, 

7. fAn_~.e.~_ .. _6.J ... 2._(~j),. Doc·s 1.1'1(' U.S. OIAin 
excess foreign currency of lho counLry NO 
and, if so, whal arrangl'lnc'nLs have bc'C'n 
made for its release? 
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1\, f'.A!"., Soc, M1J (e), Wj] 1 I he i'l'; ,; i~, t.;HIC I.' 

LI I. i ] j Z I~ C (I lfI PC' L 'j tj u (' S (, ] C' eLi 0 n p r' 0 l. 1." c1IH' I,' ~; YE S 
fur' I hL~ iHAlnr'dj nq of cnnl.r'dc I~;, ('XC ('pt. 
u.Jh (' r 1.'" a p p] 'j ( CI b] (' pro cur E' 111(' n L r LI J C's a·1 1 nu.l 
o I. h L' rlAI"i ~; ('> 'J 

I) ,t A A..§.~ ~ ~ .J ~ Lt ~l), ' If ass i s L i'l n ((. is b '" i n q 
furnished under the Sahpl Deueloplnl'nL N/A 
Program, has a determinaLion been madp 
that lhe host gouernment has an adequat.e 
sysiE'ni for accounUng for and conlro]linq 
receipt and exp0ndiLure of A,l,O, fUllLls? 

1 0, f. Y_,.,J2.~~. A..EP.C Q P.r:: ,i,~ il.Q!!, L B,.~,~ , Wi 1 ] 
assistance be designed so thaL the YES 
pE'r'centagc' of U.JOml'n parLjcjpanLs wil 1 bl.' 
demonsLrably incredsod? 

B , f~lNQJJ~g,.C;_~.I UBJB £.9_R_. ~9N~ ~.QJ.~ c 1 Ds.~J.~)).ANC.t 

1, N.c. QP rgl,?ct C ri t l~ ri a r 0 r [ c (J no III j C Sup p I) r ~ 
f. u ,119 

a, r8.A,.§~:.~_, .. ?3 H~), Wi 1 1 L 1'1] <; 

assistancc' pr()lnot.e (,lOIlOlflic Clnd poliUc,"ll N/A 
5 tab i 1i t Y ? 1 (I L h e rn a x i lfI U III E' X L c· n l 
frasjb)e, is this dssjstCinco consistent. 
with Lhe policy dirocLions, purpOS0S, and 
progralTls (Ii" Pc'Jrl. 1 uf thl' '.(\(\" 

b, LA.A._.§~c:.)3L(~), W]ll i,·;si~.Li-lnCI' 
Llnd('r LhL; :hapLc'r 1)(' l.I';l,d lor Inj]11"1rlJ N/A 
or' par'arnilil.ary a(LiuiLj('~;rl 

c, ,F,BA. , . ? (> c, .?) 1. Cd), W ill L ~j 1- I 1.I n d sin d d c' 
auai]ablf' for cOnlflll)dil.y .irllporL pr'o~Jr'l-lIlI~; N/A 
or othC'r prol]r'am a:;sistdncc' 1.)(' u<;('d 1.0 
g I:' n era t e ] (I ( a ] cur r C' n c :i ro ~, 7 J f S (I, u.1i 1 'j 
at] (> a s t ~) 0 P L' r ct' n t (I r s u c h 1 (l cal 
curTt:~ncif's bE' auailable Lo supporL 
act i u i l i (' :; con sis l C' n L lAl j L h L h (, (I b j I~ C \. i v t· S 

of FAn sC'ctions 103 Lhrough 106? 

d , F A A Sec, 609, I f C (I ITII n (t d i Li C:' S d r 0 L (l 
bE' granLE·d so that sa] C:' proceeds wj] 1 N/A 
accruo lo Lho rC'cipicnt counlry, hav0 
Special AccounL (counLerparL) 
arrangelnents b('C'n mi~de? 

E' , LY ... J. ~.,~_2,. ,.BEE r: QPri ~ .. l..tQD ? ,f'_~~. ' I f 
c1ssistance is in the for'ln of a cash 
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l r' iHl~; r I' t' ( ct ) d t' I' Ii 11 '-LIlli (d '. II 

Pl-l.IJHI(·nlO:; 1.0 bl") ml'linldll"ll,"d bv i,hl: f,llulllry 
j n a S t"' P ~ r' i1 If" l-l (' C 0 U n Lan d n I,lL l , I b l' 
cOllllllingl('d 141iLh any oLhc'r runds'~ (b) N/A 
lAlill ,d'i ]nca'i CUrrl:'IH(,~; lh,'ll llIdY h(' 

\3 c' nor' a I.e> d 141i I h run d s pro vi cI c' d a s a (, d S h 
transfor lo such a counLry a]';" b,,' 
d E' P 0 s j I. p d j n asp (' c i c1 1 a c c 0 u n I, Lob I::' 1.1 ':; c' rI 
in accordancE' with fAA S('cLiol'l 609 (lAlhjrll 
r I? qui r ('5 S U c h 10 cal cur' r C' n c i 0 S lob (' Illd d 1;
available· lo tho U,S. govE<rnnc'nl as tlw 
LJ , S, dol (, r' I fI i nc' s n (' c (' S S iH' Y r (I r I. h c' 
r'equirollll'nLf, of tho U.S. Govornllll'nL, and 
liJhich requiros Lhc> rC'lflcdnd(:r 10 be Llsl'd 
for p r' 0 9 r' a I TI ~; a CJ r N' d t (I b y t. h l" U. S . 
GOVL'rnment Lo carTY nul. 1111:' pur'posc's f',lr' 
whjch net.! (uncl~, authod7l·d by lhl"' f-AA 
lAlol.lld I.h('lfI~,('lvl")s bc' ('lvdilClhlc')? (c) lidS 

Con 9 r (. S s r' to C E' i v e d p r:j n r' n () I. j r j ( d lin II 

pro v i d j n 9 'j n d (' t riil h (ltAI L h C' r 1.111 d SIl.l 'i 1 1 b '.' 
U 5 (' d, inc] u eli. n ~~ L1'll' lI, S. j n t l' r l' q~. l h d L 
1411 1 1 bros I' r' v e· d by 1 h c' d ,; .; i '. I d n C I'. and. d; 

approprjc;l.c'. tho ecnnOIfI]( pCI'j'i, y rerorill', 
t hat IAIi J I I:l(' p r lim t) 1 (, d bilL h c' l d~, h 
transfer assjslancp? 

'2. N,o!,!pr.,QJo~ t. .. C;r,iJc>rj,a ,I~or', DC'veJ(~p'm('nL 
B,~,?.t?, t.~r)c ~ 

a. f.A,~,~,<;,~,~.,,!Q~(~),. 11L.,,]!}.,?B],(~~). 
I: x I. (. n t I. 0 11.1 h j c h a ( I i v 1 l Y 141 1 I 1 (a) 
E' f r C' c l j v (. 1 yin v (I] v c· L h (' r (I (I r j n 
d ,-' v c' lop I 11 e n I:. b y (' X P d n din (3 d ( ( C' ~; S l. f) 
oconolllY at 10C(1'J If·ve]. jncrvl'l',inq 
lab 0 r - in\. c· n s i v c> p r' II d 1.1 ell 0 n l'l n d l. h I.' I I os I,' I) I 
a p pro p ria le' U' ( h n 01 (19 1/. s p r l' li cI j n ~l 
i n v C' s t ITI c' n t 0 u t r r' (I HI 1.:] I' i I.' S L u \; ITI all I (I W I 'I ~, 
and r 1.1 r a 'I a r (' l'l <;, i~ n r.I j n c; LI r j n ~~ lAl:i d , . 
par I j c i p a I' ion 01' Ilw P I) I) r i n LI'JI:' b (> n C' r i '- ~'. 
of d E' V c' I (I Pili (. n L (I n l~ S LI S La i n L' c1 b a ~, j ~, , 

U ~i i n g L h (, d P P r' (I P r' j a L t' I J . :3. i n ~, I j 1 1.1 I jon S ; 
( b) h (' I p d (. v (' lop coo r (. r' a I. i v ('~" e s p c' ( i a] 1 y 
b y I (> C h n j c ,'l '1 C:l~;~; 'j s I' do n c c'. I, (I ii~;'; j ~; L r' 1.1 r 1'1 1 
and urban puor Lo help lhl'TrI\'t'lv r:s LOlAlard 
betLl'r lii'l', dlld ol,hl.·rIAli~,c· ('ncl)ur'~i9'-' 
d e HI 0 C r a l j cpr j vat P i'l n cI ] (I cal q (I v c' r' n II 1 (. n lld 
j n s tiL u t jon 5; (c) ~; u P P (I r' I. l. h C' ~; c> J r ' h (' 1 p 
E' f for t s (I f d c' v co lop j n g C (I un\. r i r·~,. ( cI ) 
pro 1110 t (I tho par I j c i p d t-j 0 n (I r 11.10 III c· n i n I. h C' 
naliona] economjes of doveloping 
counl:r'ic'>s and lhl' jlnprov(,lTIc'nt or 1410mc'n ' s 

BEST AVAILABLE DOCUMENT 

PROGRAM WILL ASSIST IN 
FINANCIAL SECTOR 
DEVELOPMENT AND 
REFORM AND WILL 
THUS SUPPORT SELF-HELP 
EFFORTS OF ZAIRE. 

http:deposit.ed


~; \ d I. II~;, d I 1(' (I ,) LI I -j j I 7 I ' t~ 1)( I l': Il (III r -,-I q I ' 

r'l'lj i 1)l1i-'1 lllllpl'r','I1 Illn by dc'vl' Ill~lllI~l 
COl.lnl.r-jl'·") 

b, HH) ~l'O, lL!,3, _!Q~()!. 1011, ]Q~I" lUu" 
1 2 0 - 2 1 , l~; a ~; ~; i s I f.I n (' (' b (' i n q III d d e 
aV-('lTli~h)l' (jllc.Jucil.' only appjicnh](' 
par a q r' i~ phiAl h i c h C (I r' r' e ~; po n d ~; I (I ~; 0 U r C (> I) ( 

fun d 5 1.I ~; l' d; j r III 0 r l' l han 0 n f:' run cI 5 (I U r' cr' 
is usc,d for assistance?, inc)ude rC'le?vdI1L 
paragraph for each fund source): 

(1) [103] ror agricl.l)\:ur'C', rural 
deueloplIIl'I1L or nulrilion; j( so 
(a) extent to which actiuiLy is 
specifically dpsignc?d to increasp 
pro d u c t i v j I y and i 11 C (I In (> (I f r' 1.I r alp (I (I r ; 
rIO 3 A.l i r for' a g ric u 1 l 1.I r i~ ] r t' <; E' arc h , 
ace 0 un l 5 hal l b (' I a ken 0 f UI c' n (' c' d 5 0) ,

S III Cl 1 ) f a nil ,-' r 5, and e x ll" n 5 i v (-, u c; E' 0 ( 

f i ('1 d t, P~, \ i n g I. I) a d 11 P L bas; c r c, ~; I~ a r ( h 
to )oca) condilj(Jn~; shall be llIade; (b) 
C' x t L' n t I I) IAI h; (h a~; 0.; i s \ a nee i 5 LI S t, d 1 11 

coo r cI j n a I ; II n lJri l h i:'" r r 0 r L S C i-l r r' i I" d (I U \ 

u n d (' r ~) c· c, I 011 I 0 h (, 1 P ; In p r (I v (' 
nul r i I j n n (J (' l h c' pc' 0 p ) P (l f' eI (. v (, ) (I P j 11 q 
C ou n IJ' i c'~; LI'tr'lJug h e nc (lU rdcJ ('''IC' n I. I) ( 

jncreclsc'cI pr-ociu( Lion 01 cr'ops w-j lh 
gr'('alc'r nul.r'jtjoni~J vdll.ll,'; jlnpr'ov('"wnl_ 
of plannJnq, rvsf'arch, nnel ('elucal;ol1 
IAlil.h rl~~pl'll tll lIutr'it iun, pdrllll.ll.:u'llj 
lJ.Jith r'l'fl:'r'l'nll' tlJ llllfJr'UVl'ill,'nl "nc! 
l?xpandc'd l.I~'l' 111- i nd; ql_'nnlJ~;' y prudl.lll·d 
f a 0 d s L 1.I r , S, d n d l h c' U rt d (' r l ,1 k j n q 1.1 r 
pi)ot lIr' dl'lnllll':,lr'I~1 jlln pr'(IIJr','\lns 

e x pI i ( i L -j Y a cI cI r' l' S s -i n q L h c' p r Ll!.J J 1"1[1 CI r 
11111 1 n 1.I I. t' j 1- j I J n (1 ( p (l1J r' and v IJ l n c' r' d h 1 c' 
P t~ (I P ) (.; i-l n cI «() (' x : f' 11 l l CI w h i c. h 
a C \' i v i L yin ( r' I' cl ~; e s nat -L 0 n a I f I) n d 
5 (' cur j t Y by jill pro vi n q (0 (I cI PI) 1 j c:j I'~; and 
managc'III('nt and by str'c'nqthc'nincJ 
n ali 0 n a ) r (II I d re' 5 C, r v C' 5, lAd t h p a I" l ; r 1.1 ] at' 

C u net' r n fur the n c' C' d S 0 r UI I~ P (I (J r , 
t h r 0 u C~ h m c' a ~, 1.1 r l' S E' nco lJ rag j n q cI U [[II' ~, Lie 
production, building n.1\ lanaI food 
res e rue s, e x p i-I n din 9 a v a i -, (1 b] f' s l (J r i'l ~1 (, 
faci)ities, reducing post harvesl roocl 
losses, anel improujng food clisLrjbulion, 

(2) [104J for pOpl.Ilntion planning 
under Sec, 104(b) or ht'a] th under Sc'c, 

BEST AVAIL/\BLE DOCUiV~ENT 

PROGRAM IS FUNDED FROM 
DEVELOPMENT FUND FOR 
AFRICA ACCOUNT. 

http:cocrnt.ri


lUll ( (' ); i I ,; (). I' x I t, II L I <.l IAiI I J ,II IiI I i V I I '/ 
e nt r h a ~, i Z l", J (lIAI ((, ~ .. L. :i n t. (, I] t' d I I' cI 
dc' 1 i v C' r V s Y ~; t (' Ins I u r h c' a 1 \ h. 1'1 U L r 1 t I I) n 
and fa 111 i I y p 1 ;~ n n j n q r 0 r' L h (' r U 0 n' ~, t 
pC'op]p, with particular ~ll~nLi0n 10 

the nf'('d~, or llIuLhc·rs and yl.lunq 
chi ldr(:'n, usi nq parl~ln(\djcCl1 dlld 

auxiliary mf'di(al personnl'l, c]in:i(~, 
and h (' a ] \. h p 0 5 L s, C 0 Hlln (> r c i<~ 1 
dis t. rib u t. inn 5 y 5 t. E' III 5, and 0 t h ('. r ITIU d co 5 

of community outroarch. 

(3) [lOSJ (or education, public 
ad min i s t r' aLi 0 n, 0 r h u I nan r' (' S 0 tH' C (' S 

developml'nl; if so, (a) E'xtE'nL lo Lllhirh 
activit.y ~-;tr'eng\ hc·ns nonror'trlAl 
education, makc.'s forlllc:d ('duraLion lTIurc' 
r (' ] (' van \, (' ~, P (' ( i all y r 0 r' r'lH' r\ 1 r N Ifl i 1 i I.,,~ 
and urban poor', and 5 lrenq Lhc'n~, 
Irtanag('lrtc'nl cClpabi1jLy of in~'liILltil)n~. 
en a b] .i n 9 l h (, P n u r Lop ''l r L j ( j P d L c' i n 
dc'vl"]oplnenl; and (b) c'xl c'nl I 0 t~lhi, h 
as!; i 5 t. a n c c· p r' 0 v j d ,,~, C\ cI van c (, d '0' cI I I ( CI L i I) n 
a 11 d L r' a j n j n q 0 r p , . 0 P ] L" U f d (' V I .. ' 1 ') pin q 
(0 un t. r i ", f, j n s 1.1 C h cI j s ( j p lin tOO, a~. art' 
r (' q ui r c' d r 0 r p 1 i,HlI'd n q a II d 
j rn p ] e rrll~ n La t .j II n ("I r pub J i ( Cl II cI prj v ;:·tI" (' 
dc' V (\ lo pme' n I. a ( I j v j t j r's . 

( 1I ) [1 0 6 J r 0 r (, n l' r ~l y, P r i val c' 
v 0 1 u n I: a r y u r' (.1 ani I i'I 1 ion s. and ~, C' 1 I.' C 1 (. cI 
dE' vel (I p nll' n L p r" (I b 1 c, 111';; j ( S '"I, (, x L (' n L 

acU.vity is: 

( i ) ( C:i ) (I) n ( I.' r' n (' cI Llti L h cI ii L ii c 01 h' ( U II n 
and a n ,".j 1 y ~; .i s. I. h (' l. r a i n j n I"~ (I r s k j 1 I ,. d 
personnel, rV5PClrch on CIne! 
d (' vel 0 p ITI c· n t. 0 f sui I. a b 1 c· c' IW r <j Y 
sou r Cf' 5, and p j 1 0 L pro j (=. c L~. l (I L r-' 5 L 
n 0W mco I. hod S 0 f (. n e r' q y p r (I d u ( \. i (I n; c:l11l:i 

(b) faciliLat.iv0 or research on Clncl 
d e v l~ 1 u pin t, n I and LI ~; C' 0 r ,; I fI i:t 1 1- ~:. (a I (' , 
decenlralized, rpnewab]p en0rqy 
sou r c (. s r () r r LI r N 1 iH' (' as. c, III p h c:I', i li II q 
d E' V e ] 0 Pllll' n L 0 f p n (, r q y r C:' 5 0 1.I r c 1":' ~~ Lli h j c h 
are (' n vir () rll fI c· n I a ] 1 Y a ( c C' P I. a b ] (, 1.H1 d 
requirc' rnl nirrlum capj La] j nvl's LrIIL'nl.; 

( i i ) con c (:' r' n (0 d tAl i l. h L (:. C h n j c ;~ 1 
coopcr'alion and clE'veloprn('nL, 
e s r e ci a 11 y tAd t h U. S. P r' i vaL co and 

http:l.,nLi.in


v (I] 1.1 n l i~ t' Y. u t· r t·· 9 j (I n d 1 i'I 1'1 (I 

j n L c' r' n d t 'i (')1'1 i~ 1 d c· V (l 1 U P In c' n L , 
orqanizdLinlls; 

( j i i ) r (' s (> arc II in\. (I , and E' V i:l 11.1 aLi e 1 n 
of, ('Ctlnolni c d('v(l]oplnc'nL pr'(lcc:'~~S('s 

and If'chniqu('s; 

(iv) reconsLruction afL0r natural ur 
manmade disaster and programs of 
disaster preparedn(lss; 

(v) for special developmenL 
problems, and La enable proper 
u U. liz a U () n 0 fin f r a s t rue L u r pan d 
r (' I a t c' d p r' 0 j (l C L s run d e d '~J i t h (> a r I i (, r 
U,S. assisLancE'; 

( vi) ( 0 r u r' ban d eve lop men L , 
especially sInal], labor-.. intf'nsivE' 
e n t (> r' p r i s c' S, I n ark e tin 9 s Y s t L~ m s r (J r 
small producers, and financial or 
other institutions Lo help urban poor 
par' l i c i paL f' i n e con 0 rn i can cI 5 (I cia -I 
d e v (l lop Ifl c.' n L . 

(S) [120-21J for the Sahelian region; 
if 50, (a) extent La which therc· is 
international coordini'llion in planninq 
and i In p I c.' III c' n tat ion; P d r t j c j pat i ,) nan c.I 
supporl by African cuunLrip<; l~1\(1 

a r 9 a n j l a t j (I n ~; i n d r' L c' r' I n j n i n I) 
devcloprn('nL prior'iLje:'~" and a 
1 u n 9 , - t, c' r' In, ifill 1 tid uno r d L' V c· 1 (I P IrI c' n L p llHI 
which ca-I Is (or equitab]e 
b 1.1 r d e n- 5 h d r -j n 9 1~1i \ hot h c' r don () r '..;; ( b ) 
h a~, a d f' l (. r' n Ii n aLi (J n b (' (' n m cl d c· L h i~ L L hE' 

h () S t 9 0 v c· r' n rn c' nth a san a d e qua I. e s y s t e In 

for accounling for and conLrol]ing 
rl'ceipt Clnd expc:>ndilure uf project.s 
funds (dol]cH's or local curr(·n<.y 
9 e n e r' a I. r· d L her err' Llln) 7 

c . fY ___ t~_8.,2_ F p r.r: 92 .ct~ .!,j,QI'} ~ __ F._c..t: . H a v l' 
I 0 c a I c LI r r c n c i C' 5 9 e n (. rat C' d b y the s a leo r 
imports or foreign exchang0 by Lhl' 
government of a country in Sub-Saharan 
A f ric a fro [II fun d sap p r (I p ria L NI un de r 
Sub - S a h a r a II A f r-i c a, 0 AbC' C' n d c' p (I ~;i L C'Cli 11 

a special account established by that 
9 0 v (> r nlJ1 e nt, and are L h E' S e 1 0 cal 
currenci0s availablp only for use, in 
a c cor dan c e lAl i t han a q r C'L' In (. n t '~J i L h L h e 

BEST AVAILABLE DOCUMENT 

YES 
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lIflltl'ci ~.tdll",. [("" cil'Vt'j(IIIIIIl':ll , .. \1.1 Il'l LII".-

1 All 1 1 l 11 Ii r'l' \ tin', i " t l' n t IAI j t h I III \ PI,) 1 1 I, IJ 
dlr'vclltllh 1,'( ~:;('(Ll(ln lU? (d llll' H)A C'lncl 

11.H' r\l'Cl'~;~"H'V adlllllllslr'di jvC' n:·ql.llr'L·lflt'nl s 

of UI(' U S, C;ovc'rnllll'nl? 

d , r. A A ~,(' C _' . J 0 Z ,Is S pc ci alL' III r h d sis 
pIa c (' don usc· 0 rap r r' 0 p ria l f' l E' C h no] (I 9 Y 
(dcrinC:'d as roldl.ivrly smallc>r, N/A 
cost-saving, labor-using technologips 
that arc grncrally most appropriale ror 
thE' sma] 'I farlTls, sma] 1 businE'sf,E's, and 
small incomC's of Lho poor)? 

(" f.flJL,?_~_,=-~_,X~.,HQ), D(;'scrj bE' E'xlf'nL lo 
which tho activity rocognizes lhe 
particuJar needs, desires, and capacitips 
of the poople of lhe country; ulili/~s 
t h (' C (I U n l r y • sin tel ] E' C til a ] r E' sou r c E' 5 l 0 

(. n c u u r a ~F' ins I i l u, j I) n aId I:' V (' 1 (I pin C' n l; ':-1 n d 
suppor Ls cj vi c educa Lj nn anci Lra'i n:i n<J in 
ski lIs r' (' q II i r' (, d for (' r f I' C t i v c' 
par' U c i r C'I L j l) n i n 9 0 v c' r nIT! L' n L a 'I and 
political prOCPSS0S C'sscntial La 
5 ~, ] f, go v (. r' n IIIL' n L 

f , F M~ ? q c,' _) 0 1 ( i?), DoC' ~; L h 0 a ( li vi L y 
9 :i v (l r c' a ~, 0 nab] I,' p r (I rrd 5 (, (I r c (I n l r:i b u l"i n 9 
lot h e d c' v col I) p rn c' n tor (' con 0 lid C n·' ~; 0 lH' ( C' S , 

or La the :increas0 or producLive 
(' i.1 P d I' i t i ('~; and s ro I r -; LI ~; L'l i n i n q L' ( (I n C) In i ( 
g rOul l h? 

BEST AVAILABLE DOCUMENT 

PROGRAM WILL WORK 
THROUGH EXISTING 
COMMERCIAL BANKING AND 
PRIVATE SECTOR 
ISTITUTIONS. 

YES 



ANNEX 11 

GCNERNMENl' OF ZAIRE (GOZ) REQUESI' FOR ASSIsrANCE 

- PRIVATE SECTOR SUPPORT PROORAM -



REPUBUQUE DU ZAIRE 
Mouvemc!IIl Pupuloire de 10 Rel/olu/itJlI 

Kinshasa, Ie 
26M A I 1988 

N° Y.7 /1 /OP /BCE/KK/OSP /nln/88.-
, "'" ...... 

DEPARTEMENT DU PLAN 

I.E COMMISSAlRE D'ETAT 

TRANSMIS copie pour information aux 

- Citoyen Membre du Comite Central 
du M.P.R. et Premier Commissaaire 
d'Etat 

OBJET Projet d'Appui 
au Secteur Prive. 

- Citoyen Membre du Comite Central 
et Vice-Premier Commissaire d'Etat 
Charge des questions economiques, 
financieres et monetaires 

(TOUS) b KINSHASA/GOMBE.-

A Monsieur Ie Directeur 
de l'USAID 

a KINSHASA/GOMBE.-

Monsieur Ie Directeur, 

Me referant a l'entretien que nous 
avons eu telatif au sujet repris en marge, j'ai l'honneur de 
solliciter, au nom du Conseil Executif, une assistance finan
ciere sous forme de subvention, afin de nous permettre de 
financer, a travers Ie systeme bancaire, la relance des 
activites du secteur prive. 

En effet, etant donne la conjon~ture 
difficile que traverse notre pays en ce moment, les entreprises 
zalroises tournent, d'une fa~on globale, nettement en dessous 
de leur capacite optimale par insuffisance de devises et de 
financement bancaire. 
L'assistance que nous sollicitons nous permettrait donc de ren
flouer les ressources du systeme bancaire en vue, d'une part, 
de financer les impo~tations de matieres premieres, de pieces 
de rechange et de biens d'equipement du secteur prive et, 
d'autre part, de nous aider dans des reformes du secteur finan
cier envisagees dans Ie cadre du Programme d'Ajustement Struc
ture1. 
J'en profite pour vous indiquer que ces reformes preconisees 
visent a renforcer 1a stabilite du systeme bancaire et a inci
ter les banques a accroitre leur capacite d'intermediation en 
faveur du secteu- prive. 

Tout en vous remerciant a l'a\ance de 
l'appul que vous voudrez blen apporter a notre requete. je 
vbus prie d'agreer, Monsieur Ie Dlrecteur, l'assurance de ma 
haute consideration.-



ANNEX 12 

ENVIRONMENTAL CATEGORICAL EXCLUSION 

- PRIVATE SECTOR SUPPORl' PRCGRAM -



CATEGORICAL EXCLUSION 

. Project Country: Zaire 

Project Title: Private Sector Support Project (660-0120 

Funding: FY(s) 1988-90 -....;;..------- USS __ 4_0 ,-,0_° __ ° ,:....°_0°_ 

CE Prepared by: G. William Anderson, PDQ, USAID/Zaire 

Environmental Action Recommended: 

Positive Determination ------Negative Determination --------Categorical E%clnsion __ ~x ____ _ 
Deferral 

Summary of Findings: 

This project is categorically excludable pursuant to the provisions of 22 
CPR 216.2(c)(i) and (ix) because the project viII support only (1) 
technical assistance, which will not involve construction or other 
activities affecting the environment, and (2) a Commodity Import Program, 
for which A.I.D., prior to approval does not have knowledge of the 
specific commodities to be financed, and will not have knowledge, at the 
time the assistance 1s authorized, nor control during implementation, of 
the commodities or their use in the host country. 

Clearanc..e· 

M15s10n'Director.~~.~ Data' O~ .:T-f..tJ./'738 

CQJlCJ.U:rence· 

Bureau Environmental Officer' APPROVED' ~~dr#(It~) 
DISAPPROVED' 

DATE' ~ I ( I ( <c 
----~-+,--------

Clearance' 

Gel Africa ."';J?~ 


